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Chapter I 

Introduction 



 
 

1.1 Introduction 

Mutual funds 

Mutual fund is a pool of money collected from investors, and is invested according to certain 

investment options. A mutual fund is a trust that pools the savings of a number of investors who 

share a common financial goal. A mutual fund is created when investors put  their  money 

together. It is therefore a pool of the investor’s funds. The money thus collected is then invested in 

capital market instruments such as shares, debentures and other securities. The income earned 

through these investments and the capital appreciations realized are shared by its unit holders in 

proportion to the number of units owned bythem 

The most important characteristics of a fund isthat the contributors and the 

beneficiaries of the fund are the same class of people, namely the investors. The  term mutual  

fund means the investors contribute to the pool, and also benefit from the pool. There are no 

other claimants to the funds. The pool of funds held mutually by investors is the mutualfund.  

A mutual funds business is to invest the funds thus collected according to the wishes of the 

investors who created the pool. Usually, the investors appoint professional investment managers,to 

manage their funds. The same objective is achieved when professional investment managers create 

aproductandofferitforinvestmenttotheinvestor.Thisproductrepresentsashareinthepool,and pre-states 

investment objectives. Thus a mutual fund is the most suitable investment for the 

commonmanasitoffersanopportunitytoinvestinadiversified,professionallymanagedbasketof 

securities at a relatively lowcost. 

As of today there are around 40 Mutual Funds in the country. Together they offer around 

1051 schemes to the investor. Many more mutual funds are expected to  enter India in the next  

few years. 

Definition: 

“Mutualfundsarecollectivesavingsandinvestmentvehicleswheresavingsofsmall(or 

sometimes big) investors are pooled together to invest for their mutual benefit and returns 

distributedproportionately”.  



 
 
 
 
 
 
 
 
 

Net Asset Value (NAV): 

Amutual fund's price per share or exchange-traded fund's (ETF) per-share value. In both 

cases, the per-share dollar amount of the fund is calculated by dividing the total value of all the 

securities in its portfolio, less any liabilities, by the number of fund shares outstanding. 

In the context of mutual funds, NAV per share is computed once a day based on the closing 

market prices of the securities in the fund's portfolio. All mutual funds' buy and sell orders are 

processed at the NAV of the trade date. 



 
 
 
 

1.2 Need for theStudy: 

 
The primary objective of the study is to know about mutual fund industry growth in 

India and its functioning with reference based on Assets Under Management (AUMs). This project 

helps to know in detail about the mutual fund industry right from its inception stage, growth and 

future prospects. 

 
It is well known that mutual funds offer their investors benefits that are difficult to 

obtain through other investment vehicles. Benefits such as diversification, access to equity and 

debt markets at low transaction costs and liquidity are some suchadvantages. 



 
 
 
 
 
 

1.3 Objectives of theStudy: 

1. To know the concept of mutual funds and theirfunctioning. 

2. To  observe the fluctuations  ofNAV’sin large cap equity mutual funds and small cap 

equity mutualfunds. 

3. To analyze the risk &return involved in large cap equity mutual funds and small cap 

equity mutualfunds. 

4. To compare and evaluate the performance of Large cap equity mutual funds  and small  

cap equity mutualfunds. 



 
 
 
 
 
 

1.4 Scope of theStudy:  
 
The Study enables a fresh investor to understand easily thevarious 

benefits offered by Mutual Funds and their working in the Market. The Study provides a clear idea 

on growth of Mutual Funds from 2015 to 2019 and its scope in the future. The Study gives an 

overview of performance of Large cap funds and small cap funds. 



 
 
 

1.5 Methodology: 
 

Methodology is scientific and systematic search for pertinent 

information on specific topics. The reliability of management decisions depends upon the quality 

ofdata. 

Data sources: 

● Primarydata 

● Secondarydata 

 
Primary data: 

Primary data: The primary data is that which is collected fresh and for the first time and thus 

happens to be original in characteristic. Primary data is the general information gathered or 

generated by the researcher. It may be gathered through observation, Interview, questionnaires, 

schedules. 

The study is based only on comparative analysis no primary data is required. 

Secondary Data: 
 

The secondary data is the data which has already been collected through 

other sources like newspaper, magazine, books & internet, journals. 

Data Analysis Tools: 
Standarddeviation : STDEV (total NAV values) 

Mean : Annual return /No ofyears 

Sharperatio : Risk portfolio-Risk free return / Standarddeviation 

Net asset value (NAV): Net asset value / Total no .ofunits 



 
 
 
 
 
 
 
 

1.6 Limitations of Study: 

1. The data that is considered for the Comparative analysis of selected Mutual Funds 

companies is only for a period of 5years. 

2. The study is restricted to 45 days only. As the project period is limited, the long-term data 

of Mutual Funds are not taken into account foranalysis. 

3. For the analysis of risk adjusted return only Sharpe ratio isconsidered. 

4. The study is limited only to performance of Large Cap and Small Capfunds. 



 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Chapter II 

Industry profile 



 

Industry profile 

The mutual fund industry in India started in 1963 with the formation of Unit Trust of India, at  

the initiative of the Government of India and Reserve Bank of India. The history of mutual fundsin 

India can be broadly divided into four distinctphases 

First Phase - 1964-1987 

Unit Trust of India (UTI) was established in 1963 by an Act of Parliament. It was set up by 

the Reserve Bank of India and functioned under the Regulatory and administrative control of the 

Reserve Bank of India. In 1978 UTI was de-linked from the RBI and the Industrial Development 

Bank of India (IDBI) took over the regulatory and administrative control in place of RBI. The first 

scheme launched by UTI was Unit Scheme 1964. At the end of 1988 UTI had Rs. 6,700 crores of 

assets under management. 

Second Phase - 1987-1993 (Entry of Public Sector Funds) 

1987 marked the entry of non-UTI, public sector mutual funds set up by public sector 

banks and Life Insurance Corporation of India (LIC) and General Insurance Corporation of India 

(GIC). SBI Mutual Fund was the first non-UTI Mutual  Fund established  in June 1987 followed 

by Canbank Mutual Fund (Dec 87), Punjab National Bank Mutual Fund (Aug 89), Indian Bank 

Mutual Fund (Nov 89), Bank of India (Jun 90), Bank of Baroda Mutual Fund (Oct 92). LIC 

established its mutual fund in June 1989 while GIC had set up its mutual fund in December 

1990. 

At the end of 1993, the mutual fund industry had assets under management of Rs. 47,004 

crores. 

Third Phase - 1993-2003 (Entry of Private Sector Funds) 

With the entry of private sector funds in 1993, a new era started in the Indian mutual fund 

industry, giving the Indian investors a wider choice of fund families. Also, 1993 was the year in 

which the first Mutual Fund Regulations came into being, under which all mutual funds, except 

UTI were to be registered and governed. The erstwhile Kothari Pioneer (now merged  with 

Franklin Templeton) was the first private sector mutual fund registered in July1993. 



The 1993 SEBI (Mutual Fund) Regulations were substituted by a more comprehensive and 

revised Mutual Fund Regulations in 1996. The industry now functions under the SEBI (Mutual 

Fund) Regulations 1996. 

The number of mutual fund houses went on increasing, with many foreign mutual funds 

setting up funds in India and also the industry has witnessed several mergers and acquisitions. As 

at the end of January 2003, there were 33 mutual funds with total assets of Rs. 1,21,805crores.  

The Unit Trust of India with Rs. 44,541 crores of assets under management was way ahead of 

other mutualfunds. 

Fourth Phase - since February 2003 

In February 2003, following the repeal of the Unit Trust of India Act 1963 UTI was 

bifurcated into two separate entities. One is the Specified Undertaking of the Unit Trust of India 

with assets under management of Rs. 29,835 crores as at the end of January 2003, representing 

broadly, the assets of US 64 scheme, assured return and certain other schemes. The Specified 

Undertaking of Unit Trust of India, functioning under an administrator and  under  the  rules 

framed by Government of India and does not come under the purview of the Mutual Fund 

Regulations. 

The second is the UTI Mutual Fund, sponsored by SBI, PNB, BOB and LIC. It is 

registered with SEBI and functions under the Mutual Fund Regulations. With the bifurcation of  

the erstwhile UTI which had in March 2000 more than Rs. 76,000 crores of assets under 

managementandwiththesettingupofa UTIMutualFund,conformingtotheSEBIMutualFund 

Regulations, and with recent mergers taking place among different private sector funds, the mutual 

fund industry has entered its current phase of consolidation andgrowth. 

 
 
 

 
Major Players in Mutual Fund Industry 

1. ICICI Prudential MutualFund 
 

ICICI Prudential Mutual Fund (the Fund) offers a wide range of retail and corporate 

investment solutions across various asset classes - Equity, Fixed Income and Gold. 



 

The Fund House has continuously aimed to provide investors with financial solutions to 

aid them in achieving their lifecycle objectives. It has constantly been on the forefront of 

innovation and has introduced various products aligned to meet customer needs, leading to a well-

diversified portfolio of around 47 mutual fund products, across equity and debt. The success of the 

various endeavors is evident in the mutual fund investor base which has witnessed tremendous 

growth over the years. As of March 31, 2017, the investor base for the AMC stoodat 

2.5 millioncustomers. 

ICICI Prudential Mutual Fund gained investor trust by managing funds as per its 

investment objectives and have been able to deliver superior risk adjusted returns. The consistent 

long term performance was achieved on the strength of fundamentals, process driven investment 

approach with enough flexibility for the fund managers to manage their funds in their respective 

unique style and insight. 

The fund house over the last 19 years has emerged as a leading investment solution 

provider in India and has always aimed to fulfill its fiduciary responsibility of  managing  

investor's wealth with prudence and duediligence. 

2. HDFC mutual fund: 
 

HDFC Mutual Fund has been constituted as a trust in accordance with the provisions of the 

Indian Trusts Act, 1882, as per the terms of the trust deed dated June 8, 2000 with Housing 

Development Finance Corporation Limited (HDFC) and Standard Life Investments Limited as 

the Sponsors / Settlors and HDFC Trustee Company Limited, as the Trustee. The Trust Deed has 

been registered under the Indian Registration Act, 1908. The Mutual Fund has been registered 

with SEBI, under registration code MF/044/00/6 on June 30,2000. 

 
3. Reliance Mutual Fund: 

 
Reliance Mutual Fund (RMF) is one of India's leading mutual funds, with Average Assets 

Under Management (AAUM) of ` 1,95,845 Crores (October 2016 - December 2016 Quarter Q3) 

and 64.67 lakhs folios (as on 31st December 2016). 



RelianceMutualFund,apartoftheRelianceAnilDhirubhaiAmbani(ADA)group,isoneof the 

fastest growing mutual funds in India. RMF offers investors a well-rounded portfolio of products 

to meet varying investor requirements and has presence in 160 cities across the country. RMF 

constantly endeavors to launch innovative products and customer service initiatives to increase 

value to investors. 

Reliance Mutual Fund (RMF) has been established as a trust under the Indian Trusts Act, 

1882 with Reliance Capital Limited (RCL), as the settler/sponsor and Reliance Capital Trustee Co. 

Limited (RCTC), as the trustee. 

Reliance Mutual Fund has been registered with the Securities & Exchange Board of India 

(SEBI) vide registration number MF/022/95/1 dated June 30, 1995. The name  of  Reliance  

Capital Mutual Fund was changed to Reliance Mutual Fund effective  March  11,2004  vide  

SEBI's letter no. IMD/PSP/4958/2004 dated March 11,2004. RMF was formed to launch various 

schemes under which units are issued to the public with a view to contribute to the capital market 

and to provide investors the opportunities to make investments in diversifiedsecurities. 

The Main Objectives of RMF: 

● To carry on the activity of a mutual fund as may be permitted at law, and formulate and 

devise various collective schemes of savings and investments for people in India and 

abroad, and also ensure liquidity of investments for the unitholders; 

● To deploy funds thus raised so as to help the unit holders earn reasonable returns on their 

savings;and 

● To take such steps as may be necessary from time to realize the effects without any 

limitation. 

 
 

Our service providers: 

Auditor: 

● Statutory Auditor to the Schemes of Reliance Mutual Fund Haribhakti&Co,  

CharteredAccountants 



● Internal Auditor to the Schemes ofReliance Mutual Fund 

Deloitte Haskins & Sells LLP Chartered Accountants 

● Statutory Auditors for Reliance Nippon Life Asset ManagementLimited 

● (formerly Reliance Capital Asset Management Limited) BSR &Co. LLP Chartered 

Accountants 

● StatutoryAuditortotheRelianceCapitalTrusteeCo.Limited 

M/s. ShyamMalpani& Associates CharteredAccountants 

Custodian: 

The Trustee has appointed Deutsche Bank, AG located at Kodak House, Ground Floor, 

222 Dr. D.N. Road, Mumbai 400 001, as the Custodian of the securities that are bought and sold 

under the Scheme. A Custody Agreement has been entered into with Deutsche Bank in 

accordance with SEBI Regulations. The Custodian is approved by SEBI under registration no. 

IN/CUS/003 to act as Custodian for the Fund. 

Registrar : 

Reliance Nippon Life Asset Management Limited (RNLAM) has appointed M/s. Karvy 

Computershare Private Ltd. (KCL) to act as the Registrar and Transfer Agent to the Schemes of 

Reliance Mutual Fund (RMF). KCL is a Registrar and Transfer Agent registered with SEBI 

under registration no. INR000000221. KCL has its office at MadhuraEstate,Municipal No 

1-9 /13/C, Plot No 13 & 13C, Survey No 74 & 75, MadhapurVillage, 

SerilingampallyMandalMunicipality OR District, Hyderabad 500081. 

RNLAM and the Trustee have satisfied themselves after undertaking appropriate due diligence 

measures that KCL has adequate facilities, including systems facilities and back up to provide the 

services required. 

Bankers: 

Bankers to the Schemes to be notified from time to time. 

4. SBI mutualfund 
 

With 28 years of rich experience in fund management, we at SBI Funds Management Pvt. 
Ltd. bring forward our expertise by consistently delivering value to our investors. We have a 
strong and proud lineage that traces back to the State Bank of India (SBI) - India's largest bank. 
We are a Joint Venture between SBI and AMUNDI (France), one of the world's leading fund 
managementcompanies. 



With our network of over 222 points of acceptance across India, we deliver value and 
nurture the trust of our vast and varied family of investors. Excellence has no substitute. And to 
ensure excellence right from the first stage of product development to the post-investment stage, 
we are ably guided by our philosophy of ‘growth through innovation’ and our stable investment 

policies. This dedication is what helps our customers achieve their financialobjectives. 
Vision : 

“To be the most preferred and the largest fund house for all asset classes, with a consistent 
track record of excellent returns and best standards in customer service, product innovation, 
technology and HR practices.” 
Investment Objective 

● To provide investors with opportunities for long-term growth in capital through an active 

management of investments in a diversified basket of equity stocks of companies whose 
market capitalization is at least equal to or more than the least market capitalized stock of 

S&P BSE 100Index. 

Services : 
MutualFunds:Investorsareourpriority.OurmissionhasbeentoestablishMutualFundsasa viable 
investment option to the masses in the country. Working towards it, we developed innovative, 
need-specific products and educated the investors about the added benefits of investing in 
capital markets via MutualFunds. 

Today, we have been actively managing our investor's assets not only through our 
investment expertise in domestic mutual funds, but also offshore funds and portfolio management 
advisory services for institutional investors. 

This makes us one of the largest investment management firms in India, managing 
investment mandates of over 5.4 million investors. 

 
 

Portfolio Management and Advisory Services: 
SBI Funds Management has emerged as one of the largest players in India advising 

various financial institutions, pension funds, and local and international asset management 
companies. 

We have excelled by understanding our investor's requirements and terms of risk / return 
expectations, based on which we suggest customized asset portfolio recommendations. We also 
provide an integrated end-to-end customized asset management solution for  institutions in terms 
of advisory service, discretionary and non-discretionary portfolio managementservices. 
Optimal Risk Management 

Risk Management is an inherent part of any business. As one of the core focus areas, each of our 

strategies is subject to close scrutiny on a continuous basis. Regulatory agencies around th e world 

are placing increasing pressure on institutions to measure and manage risk better. At SBI Funds 

Management, we follow enterprise wide approach to risk management with a dedicated, 



experienced and professional risk management team covering significant functions of the 

organization. Risk Management focuses on:  

● Identifying actual and potential areas ofrisk 

 
● Assessing the adequacy of internalcontrols 

 
● Proposing risk mitigating measuresand 

 
● Safeguarding investor interest through ongoing analysis andmonitoring. 



 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

Chapter III 

Company profile 



 

Company profile 
 
 

 
Organisation Bonanza 

 

 Bonanza was established in the year 1994 and within a small phase of time we’ve grownto 

become India’s most valuable financial advisory & stock broking company*. Consequently, 

making us one of the fastest growing financial servicestoday 

Our Group Companies 
 

 Bonanza PortfolioLtd. 

 Bonanza Commodity Brokers (P)Ltd. 

 Bonanza Insurance Brokers (P)Ltd. 

 Sunglow Fininvest Pvt.Ltd 

 Bonanza Corporate Solution Pvt.Ltd. 

 Bonanza Medical Tourism Pvt.Ltd. 

 Bonanza Buildtech Pvt.Ltd. 

 Bonanza Bullion Pvt.Ltd 

 

Bonanza’s Vision 
 

To be one of the most trusted and globally reputed financial distribution companies.  
 

Bonanza’s Values 
 

• Customer centricapproach 
 

At Bonanza, customers come first. And their satisfaction is not just our top priority but also the driving 

force for us, every single day. 

• Transparency 
 

Honesty is our forte. We believe in dealing on thoroughly ethical grounds, being fair andtransparent 

with ourcustomers. 



• Meritocracy 
 
 

We recognize and appreciate efforts put in by our employees. And we, as a matter of fact, reward and 

distinguish each one of them, ceaselessly. 

• Solidarity 
 

We believe in sharing a forthright and respectful relationship with our business partners and employees. 

We consider them both as our team associates, who work together. Succeed together. 

Bonanza’s Strengths 
 

• Bonanza has over 1,842 outlets in more than 674 cities inIndia. 
 

(as on October, 2015) 
 

• Bonanza has more than 7,20,277 clients comprising of 

Corporate Financial Institutions & Investors, MutualFunds, 

High Net-worth Individuals and RetailInvestors. 

• Bonanza has a young dynamic team of 2600 professionals &6000 
 

off roll employee. 
 

• Strong infrastructure supporting over 4000 trading terminalssupporting 

more than 350 VSAT's to support geographic reach and servicing 

capabilities. 

• 24x7 service and support via our federal supportsystem 
 

Bonanza’s Growth 
 

• Growing MarketShare 
 

Bonanza has been capturing the market scenario and growing rapidly to make sure we offer more to our 

clients, again and again 

 
 

• ClienteleGrowth 
 

After spreading our wings across varied segments, 

we are now growing in all directions with more than 

7,00,000 clients under our banner 



 Pan IndiaPresence 

Bonanza walked into the finance world 16 years back and in tiny span of time, established itself into 

a full fledged financial services provider. With our presence in over 674 cities comprising of more 

than 1,842 plus outlets (as on October, 2015), our extensive network is growing, day after day.  

What Bonanza Offers 
 

Bonanza offers an array of services encompassing varied means of wealth creation, finance management 

and accretion. 

Prime Brokerage Services:  
 

 Equity & EquityDerivatives 

 Commodity Derivatives 

 Currency Derivatives 

AssetManagement: 

 PMS 

 Advisory 

 Custody Services:  
 

 Depository Services 

Wholesale DebtMarket: 

 G SecBonds 

 CorporateBonds 

 Corporate Paper, CD etc 

Distribution: 

 MutualFunds 

 Insurance 

 IPO 

FixedDeposits:  
 

 Bonds 

InvestmentBanking 

 Corporate FundRaising 

 Strategic BusinessAdvisory 

 Services ForInvestors 



 WealthManagement 

 Real Estate Broking 

 MedicalTourism 

 Bonanza HealthCard 

Bonanza Research Desk 
 

Bonanza Research desk has a dedicated team of research analysts and experts that have an in-depth 

knowledge of the market place. They offer value perspectives, focus on opportunities for investment and 

growth and endeavor to reduce rise potential. It’s premium advisory services are based on technical and 

fundamental views and strategies. 

Equity  
 

- SMSalert 
 

- Daily market strategy 
 

- Weekly market strategy 
 

- Monthly market strategy - ‘Equitytalk’ 
 

- Daily derivative 

strategyCommodity 

- SMSalert 
 

- Dailyreport 
 

- Weeklyreport 
 

- Monthly report: CommodityReview 

MutualFunds 

- Daily PerformanceSheet 
 

- Weekly Mutual Fund Report - ‘TheEdge’ 
 

- Monthly free News Letter - ‘The Perspective’ Regular updates on products,performance 
 

and news launches. 
 

- MF Guru : Online Chat Service - Solve all you Queries with ourexperts. 
 

- MF Guru Blog : Your one stop solution for all the industry happenings. 

Currency Derivatives 

- Daily Forex Insightreport 
 

- SMSalert 



Bonanza’s Technology 
 

• Single VSAT Connectivity for NSE/BSE/F&O/NCDE/MCX/MCX-SX through Virtual Private Network 

(VPN)Other connectivity links to branches through Leased Lines, ISDN, Radio Frequency andBroadband. 

• High Speed and Streaming live quote access via Internet for NCDEX/MCX/MCX-SX for branches 

and retailclients. 

• Internet based Depository access (Speed-e/Easiest) to offer DP services to Retailinvestors. 
 

• 24x7 online access to a centralized support structure for all productsofferings. 
 
 
 

 
Bonanza’s Achievements 

 

 Ranked amongst the Top 3 Best Equity Brokers in2013-2014*** 

 India’s number 1 Valuable Financial Advisory & Stock BrokingCompany**  

 Best Web Portal providing Integrated Property Services,2013*** 

 Top performer in Equity Segment (Retail),2012**** 

 2nd in terms of number of offices for the year2012-2013* 

 7th in terms of Sub Brokers for the year2012-2013* 

 3rd in terms of trading terminals for the year2012-2013* 

 Ranked amongst the Top 3 National Level Financial advisors 3 years in a row --- 08’-09-’10 by UTIMF 

& CNBC TV 18* 

 Top equity Broking House in terms of branch expansion for2008 

 3rd in terms of number of trading accounts for 2008* 

 Awarded by BSE as “Major Volume Driver” -04-05,06-07,07-08* 

 Top 4 in Commodity Segment in BloombergUTV. 

Bonanza’s Future Objectives 
 

• Bonanza aims at attaining 5% market shareinEquity, Commodity and CurrencySegment. 
 

• Aims at becoming a leading Insurance Broker inIndia. 
 

• We aspire to enhance our institutional clientbase. 
 

• We are consistently working towards becoming one of the largest online broking internetoffering.  



 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Chapter IV 

Theoretical framework 



 
 
 
 

Theoretical Framework 
“A mutual fund is a company that pools money from many investors and invests the money 

in stocks, bonds, short-term money-market instruments, other securities or assets, or some 

combination of these investments. The combined holdings of the mutual fund that owns are known 

as its portfolio. Each share represents an investor's proportionate ownership of the fund's holdings 

and the income those holdings generate”. 

“A mutual fund is a kind of investment that uses money from many investors to invest in 

stocks, bonds of investment. A fund manager decides how to invest the money, and for this he is 

paid a fee, which comes from the money in the fund.”  

 

Definitions 

“A fund established in the form of a trust by a sponsor, to raise money by the trustees thru 

the sale of units to the public, under one or more schemes, for investing in securities in accordance 

with the SEBI regulations”. 

In simple words, “a mutual fund collects the savings from the small investors, invest 

them in government or corporate securities &earn income thru interest or dividend, besides 

capitalgain”. 

 

Objectives 

● To carry on the activity of a Mutual Fund as may be permitted at law and formulate and 

devise various collective Schemes of savings and investments for people in India and 

abroad and also ensure liquidity of investments for the Unitholders; 

● To deploy Funds thus raised so as to help the Unit holders earn reasonable returns on 

their savings and 

● To take such steps as may be necessary from time to time to realize the effects 

without anylimitation. 



Types of mutual funds 

Mutual funds come in many varieties. For example, there are index funds, stock funds, 

bond funds,money market funds,and more. Each of these may have a different investment 

objective and strategy and a different investment portfolio. Different mutual funds may also be 

subject to different risks, volatility, and fees andexpenses. 

Wide variety of Mutual Fund Schemes exists to cater to the needs such as financial position, risk 

tolerance and return expectations etc. The table below gives an overview into the existing types of 

schemes in the Industry 

 
 

http://www.sec.gov/answers/indexf.htm
http://www.sec.gov/answers/mfstock.htm
http://www.sec.gov/answers/bondfunds.htm
http://www.sec.gov/answers/bondfunds.htm
http://www.sec.gov/answers/mffees.htm


By structure 
Open-ended funds 

All mutual funds fall into one of two broad categories: open-end funds and closed-end 

funds. Most mutual funds are open-end. The reason why these funds are called "open-end" is 

because there is no limit to the number of new shares that they can issue. New and existing 

shareholders may add as much money to the fund as they want and the fund will simply issue new 

shares to them. Open-end funds also redeem, or buy back, shares from shareholders. In order to 

determinethevalueofashareinanopen-endfundatanytime,anumbercalledtheNetAssetValue 

(described below) is used. You purchase shares in open-end mutual funds from the mutual fund 

itself or one of its agents; they are not traded onexchanges. 

 

Closed-end funds 

Closed-end funds behave more like stock than open-end funds; that is to say, closed-end 

funds issue a fixed number of shares to the public in an initial public offering, after which time 

shares in the fund are bought and sold on a stock exchange. Unlike open-end funds, closed-end 

funds are not obligated to issue new  shares  or redeem outstanding shares. The price of a share in  

aclosed-end fund is determined entirely by market demand, so shares can  either  trade below their 

net asset value ("at a discount") or above it ("at a premium"). Since you must take into 

consideration not only the fund's net asset value but also the discount or premium at which the 

fund is trading, closed-end funds are considered to be more suitable for experiencedinvestors. 

 

By investments 
 
 

Growth funds 

The aim of growth funds is to provide capital appreciation over the medium to long term. 

Such schemes normally invest a majority of their corpus in equities. Growth schemes are ideal  

for investors who have a long-term outlook and are seeking growth over a period of time. The 

primary investment objective of the Scheme is to achieve long-term growth of capital by 

investment in equity and equity related securities through a research based investmentapproach. 



Income funds 

 
The aim of Income Funds is to provide regular and steady income to investors. Suchschemes 
generally invest in fixed income securities such as bonds, corporate debenturesandGovernment 
securities. Income Funds are ideal for capital stability and regular income. Capital appreciation   
in such funds may be limited, though risks are typically lower than that in agrowth 
fund. 

 

 
Balanced funds 

The aim of Balanced Funds is to provide both growth and regular income. Such schemes 

periodically distribute a part of their earning and invest both in equities and fixed income  

securitiesin the proportion indicated in their offer documents. This proportion affects the risks and 

the returns associated with the balanced fund - in case equities are allocated a higher proportion, 

investors would be exposed to risks similar to that of the equity market.Balanced funds with equal 

allocation to equities and fixed income securities are ideal for investors looking for a combination 

of income and moderate growth. 

 
Money market funds 

The aim of Money Market Funds is to provide easy liquidity, preservation of capital and 

moderate income. These schemes generally invest in safer short-term instruments such  as 

Treasury Bills, Certificates of Deposit, Commercial Paper and Inter-Bank Call  Money.  Returns 

on these schemes may fluctuate depending upon the interest rates prevailing in the 

market.Theseare ideal for corporate and individual investors as a means to park their surplus funds 

for short periods. 

 
Other schemes 

Tax saver (ELSS) fund 

These schemes offer tax rebates to the investors under specific provisions of the Indian 

Income Tax laws, as the Government offers tax incentives for investment in specified avenues. 

Investments made in Equity Linked Savings Schemes (ELSS) and Pension Schemes are allowed as 

deduction under Section 80c of the Indian Income Tax Act, 1961. 



Index fund 
 

 
Index Funds attempt to replicate the performance of a particular index such as the BSE 

Sensex or the NSE S&P CNX 50.The objective of Nifty Plan is to replicate the composition of 

the Nifty, with a view to endeavor to generate returns, which could approximately be the same as 

that ofNifty. 

 

Net asset value (NAV) 

Net Asset Value (NAV) is a term used to describe the value of an entity's assets less the 

value of its liabilities. The term is most commonly used in relation to open-ended or mutual 

funds due to the fact that shares of such funds are redeemed at their net asset value. However, the 

term may also be used as a synonym for book value or the equity value of a business. Net asset 

value may represent the value of the total equity, or it may be divided by the number of shares 

outstanding and, thereby, represent the per share net asset value. There is no universal method of 

valuing assets and liabilities for the purposes of calculating net asset value, and the criteria used  

forthe valuation will depend upon the circumstances, the purposes of the valuation and any 

regulations that mayapply. 

NAV = (Market Value of All Securities Held by Fund + Cash and Equivalent Holdings - Fund 

Liabilities) / Total Fund Shares Outstanding 

 
Way to know the NAV of the fund: 

NAV is provided on every day basis. The investors can get the NAV over the phone 

using 24-hour voice mail facility. It is also made available on the websites  of the funds, and on  

the AMFI website. Business newspapers also publish the NAVs in the security pricespages.  

 
Different modes of receiving the income earned from mutual fund investments 

Mutual Funds offer three methods of receiving income: 
 
 

Growth Plan: In this plan, dividend is neither declared nor paid out to the investor but is built into 

the value of the NAV. In other words, the NAV increases over time due to such incomes and the 

investor realizes only the capital appreciation on redemption of their investment. 



 

Income Plan: In this plan, dividends are paid-out to the investor. In other words, the NAV only 

reflects the capital appreciation or depreciation in market price of the underlying portfolio.  

 

Dividend Reinvestment Plan: In this case, dividend is declared but not paid out to the investor, 

instead, it is reinvested back into the scheme at the then prevailing NAV. In other words, the 

investor is given additional units and not cash as dividend. 

 

Investment strategies: 
 
 

1. Systematic Investment Plan: under this a fixed sum is invested each month on a fixed date of  

a month. Payment is made through post datedcheques or direct debit facilities. The investor gets 

fewer units when the NAV is high and more units when the NAV is low. This is called as the 

benefit of Rupee Cost Averaging (RCA). SIP generally starts at minimum amounts of Rs.1000/- 

per month and upper limit for using an ECS is Rs.25000/- per instruction. For instance, if one 

wishes to invest Rs.1, 00,000/- per month, then they need to do it on four differentdates. 

 
2. Systematic Transfer Plan: under this an investor invests in a debt oriented fund and gives 

instructions to transfer a fixed sum, at a fixed interval, to an equity scheme of the same mutual 

fund. There is another facility called STP i.e. systematic transfer plan. Using this facility the 

investor can transfer a fixed amount from one type of fund into another type of fund of the same 

fund house. For example, an investor can transfer a fixed amount periodically from a debt fund 

into an equity fund or vice a versa. This is a very useful strategy from the investors overall 

financialplanning. 

 
3. Systematic Withdrawal Plan: if someone wishes to withdraw from a mutual fund then he can 

withdraw a fixed amount each month. A service offered by a mutual fund that provides a specific 

payout amount to the shareholder at predetermined intervals, generally monthly, quarterly, semi-

annually orannually. 



 
 
 
 
 

Frequently Used Terms 
 
 

Net asset value (NAV): 

Net Asset Value (NAV) is a term used to describe the value of an entity's assets less the 

value of its liabilities. The term is most commonly used in relation to open-ended or mutual 

funds due to the fact that shares of such funds are redeemed at their net asset value. However, the 

term may also be used as a synonym for book value or the equity value of a business. Net asset 

value may represent the value of the total equity, or it may be divided by the number of shares 

outstanding and, thereby, represent the per share net asset value. There is no universal method of 

valuing assets and liabilities for the purposes of calculating net asset value, and the criteria used  

forthe valuation will depend upon the circumstances, the purposes of the valuation and any 

regulations that mayapply. 

 

 

Sale price 

 
It is the pay when you invest in a scheme, also called as “offer price”. 

 
Re purchase price 

 
It is the price at which a close ended scheme repurchases its units and it may include a back 

end load. This is also called bid price. 

 
Redemption price 

 
It is the price at which an open ended scheme repurchases their units and close ended 

schemes redeem their units on maturity. Such prices are NAV related. 

NAV = (Market Value of All Securities Held by Fund + Cash and Equivalent Holdings - Fund 
Liabilities) / Total Fund Shares Outstanding 



Entry Load 

Investors have to bear expenses for availing of the services (professional management) of 

the mutual fund. The first expense that an investor has to incur is by way of Entry Load. This is 

charged to meet the selling and distribution expenses of the scheme. A major portion of the Entry 

Load is used for paying commissions to the distributor. The distributor (also called a mutual fund 

advisor) could be an Independent Financial Advisor, a bank or a large national distributor or a 

regional distributor etc. They are the intermediaries who help an investor with choosing the right 

scheme, financial planning and investing in schemes from time to time to meet one’s 

requirements. Investors must ensure that his Advisor has passed the AMFI - Mutual Fund 

(Advisors) modulecertification. 

 
Exit Loads 

AsthereareEntryLoads,thereexistExitLoadsaswell.AsEntryLoadsincreasethecostof buying, 

similarly Exit Loads reduce the amount received by the investor. Not all schemes have 

anExitLoad,andnotallschemeshavesimilarexitloadsaswell.SomeschemeshaveContingent 

DeferredSales 

 

Charge (CDSC). This is nothing but a modified form of Exit Load, wherein the investor  

has to pay different Exit Loads depending upon his investment period. If the investor exits early, 

he will have to bear more Exit Load and if he remains invested for a longer period of time, his 

Exit Load will reduce. Thus the longer the investor remains invested, lesser is the Exit Load. After 

some time the Exit Load reduces to nil; i.e. if the investor exits after a specified time period, he 

will not have to bear any ExitLoad. 

 
Benefits of mutual funds 
Affordability: A mutual fund invests in a portfolio of assets, i.e. bonds, shares, etc. depending 

upon the investment objective of the scheme. An investor can buy into a portfolio of equities, 

which would otherwise be extremely expensive. Each unit holder thus gets an exposure to such 

portfolios with an investment as modest as Rs.500/-.Diversification: It simply means thatyou 

must spread your investment across different securities (stocks, bonds, money market 
instruments, real estate, fixed deposits etc.) and different sectors (auto, textile, information 
technology etc.) 



Professional Management: It is the Fund Manager's job to (a) find the best securities for the fund, 

given the fund's stated investment  objectives;  and (b)  keep track  of  investments  and  changes  

in market conditions and adjust the mix of the portfolio, as and whenrequired. 

 
Variety: Mutual funds offer a tremendous variety of schemes. This variety is beneficial in two 

ways: first, it offers different types of schemes to investors with different needs and risk 

appetites; secondly, it offers an opportunity to an investor to invest sums across a variety of 

schemes, both debt andequity. 

Tax Benefits: Any income distributed after March 31, 2002 will be subject to tax in the 

assessment of all Unit holders. However, as a measure of concession to Unit holders of 

open-endedequity-orientedfunds,incomedistributionsfortheyearendingMarch31,2003,will be 

taxed at a concessional rate of10.5%. 

Regulations: Securities Exchange Board of India (“SEBI”), the mutual funds regulator has clearly 

defined rules, which govern mutual funds. These rules relate to the formation, administration and 

management of mutual funds and also prescribe disclosure and accounting requirements. 

 
Disadvantages of investing in mutual funds 

Professional management: 

Some funds don't perform in either the market, as their management is not dynamic enough to 

explore the available opportunity in the market, thus many investors debate over whether or not 

the so-called professionals are any better than mutual fund or investor him- self, for picking 

stocks. 



Costs: 
 

 
The biggest source of AMC income is generally from the entry & exit load which they charge from 

investors, at the time of purchase. The mutual fund industries are thus charging extra cost under 

layers of jargon 

 
 
 

 
Dilution: 

Because funds have small holdings across different companies, high returns from a few 

investments often don't make much difference on the overall return. Dilution is also the result of a 

successful fund getting too big. When money pours into funds that have had strong success, the 

manager often has trouble finding a good investment for all the newmoney. 

Taxes: 

When making decisions about your money, fund managers don't consider your personal tax 

situation. For example, when a fund manager sells a security, a capital-gain tax is triggered, which 

affects how profitable the individual is from the sale. It might have been more advantageous for 

the individual to defer the capital gains liability. 

Reasons for rise and downfall of prices: 

● Governmentpolicies 

● Naturalcalamities 

● Management ofperformance 

● Internal and external factors ofcompany 

● Politicalreason 



Role of intermediaries in mutual funds: 

 
Distribution channels: 

A distribution company has several agents and distributors working for it, and is the 

organizational interface with the mutual fund. It is an institutional agent for a mutual fund. They 

leverage their branch network and regional presence to obtain business from their existing 

 
 
 
 

clients. Banks are able to offer collection services and also sell mutual funds to their clients as a 

value added proposition. Mutual fund uses four channels they are; 

● Individualagents 

● Distributioncompanies 

● Banks andNBFCs 

● Direct marketingchannels 
 

Mutual funds have their own internal guidelines on the appointment and terms of these 

distributing agencies. There are no mandatory registrations for distributors. There  is  no  

regulatory requirement regarding who can be an agent, or the fees and commissions payable to 

them. 

Mutual funds possess a very strong distribution channel so that the ultimate customers 

don't face any difficulty in the final procurement. The various parties involved in distribution of 

mutual funds are: 

1. Direct marketing by theAMCs: 

 
The forms could be obtained from the AMCs directly. The investors can approach the 

AMCs for the forms. some of the top AMCs of India are; Reliance ,Birla Sun life, Tata, SBI 

magnum, Kotak Mahindra, HDFC, Sundaram, ICICI, Mirae Assets, CanaraRobeco, Lotus India, 

LIC,UTIetc.whereasforeignAMCsinclude:StandardChartered,FranklinTempleton,Fidelity,JP 

Morgan, HSBC, DSP Meryl Lynch,etc. 

 
2. Broker/ sub brokerarrangements: 

 
The AMCs can simultaneously go for broker/sub-broker to popularize their funds. AMCs 

can enjoy the advantage of a large network of these brokers and sub brokers.eg: KARVY being  

thetop financial intermediary of India has the greatest network. So the AMCs dealing through 

KARVY have access to most of theinvestors. 



3. Individual agents, Banks,NBFC 
 
 

Investors can procure the funds through individual agents, independent brokers, banks and 

several non- banking financial corporation’s too, whichever he finds convenient for him 

 

Measuring and evaluating mutual funds performance: 

Every investor investing in the mutual funds is driven by the motto of either wealth  

creation or wealth increment or both. Therefore it’s very necessary to continuously evaluate the 

funds’ performance with the help of factsheets and newsletters, websites, newspapers and 

professional advisors like karvy mutual fund services. If the investors ignore the evaluation of 

funds’ performance then he can lose hold of it any time. In this ever-changing industry, he can 

face any of the followingproblems: 

1. Variation in the funds’ performance due to change in its management/objective.  

2. The funds’ performance can slip in comparison to similarfunds. 

3. There may be an increase in the various costs associated with thefund. 

4. Beta, a technical measure of the risk associated may alsosurge. 

5. The funds’ ratings may go down in the various lists published by independent ratingagencies.  

6. It can merge into another fund or could be acquired by another fundhouse. 
 
 

Concept of benchmarking for performance evaluation: 

Every fund sets its benchmark according to its investment objective. The 

fundsperformance is measured in comparison with the benchmark. If the fund generates a greater 

return than the benchmark then it is said that the fund has outperformed benchmark , if it is equalto 

benchmark then the correlation between them is exactly 1. And if in case the return is lower than 

the benchmark then the fund is said to be underperformed. 

Some of the benchmarks are: 
1. Equity funds: market indices such as S&P CNX nifty, BSE100, BSE200, BSE-PSU, BSE 500 

index, BSE Sensex, and other sectoralindices. 

2. Debt funds: Interest Rates on Alternative Investments as Benchmarks, Total Return Index, and 

JPM T-bill Index Post-Tax Returns on Bank Deposits versus DebtFunds. 

3. Liquid funds: Short Term Government Instruments’ Interest Rates as Benchmarks, JPM T-bill 

Index 



 

To measure the fund’s performance, the comparisons are usually done with:  

i) With a marketindex. 

ii) Funds from the same peergroup. 

iii) Other similar products in which investors invest theirfunds. 
 
 
 
 

Financial Tools: 

Variance and standard deviation 

The following steps are involved in calculating variance or standard deviation of returns of assets or 

securities using historical returns: 

● Calculate the average rate of return usingequation 
 

 
AverageReturn(Rp) = 

 
∑ 

RpN 

 

● Calculate the deviation of individual rates of return from the average rate of return and 

square it.i.e., 

(R − R)2 

 
● Calculate the sum of the squares of the deviations as determined in the preceding step and 

divide it by the number of periods ( or observations) less one to obtainvariance 

 
 

V ariance(V ) = 

2 
∑(R−R) 
 

n−1 
 

 

● Calculate the square root of the variance to determine the standarddeviation 

 
StandardDeviation(S.D.) = √V 

 
 



σ 

Calculation of beta: 

A measure of risk commonly advocated is beta. The beta of a portfolio is computed the way the 

beta of an individual security is computed, to calculate the beta of a portfolio, regress the rate or 

return of the portfolio on the rate of return of a market index. The slope of this regression line is 

the portfolio beta. Remember that it reflects the systematic risk of theportfolio. 

 
Beta (β) = 

n∑ XY −(∑ X*∑ Y ) 

2 

n∑ X2−(∑X) 

 
Performance measure: 

For evaluating the performance of a portfolio it is necessary to consider both risk and 

return. The popular measures are: 

 
Sharpe ratio: 

The Sharpe measure is similar to the treynor measure except that it employs standard 

deviation, not beta, as the measure of risk. Thus, 

 
AverageReturnonPortf olio 

−averagerateofreturnonriskfreeinvestmentS.D.ofretu
rnofportf olio 

 
 
 
 

(Or) 

Rp−R 

SharpeRatio=  f 

p 
 

Hence the Sharpe ratio measure reflects the excess return earned on a portfolio per unit of total  

risk (standarddeviation) 

 
Treynor Ratio: 

The Treynor Ratio is a portfolio performance measure that adjusts for systematic 

risk. In contrast to the Sharpe Ratio, which adjusts return with the standard deviation of the 

portfolio, the Treynor Ratio uses the Portfolio Beta, which is a measure of systematic risk.  

Treynorratio = Portfolio Return- Risk freerate 

SharpeRatio= 



J ensenMeasure= AveragerateofreturnonPortf olio −[RiskFreereturn+ portf olio[Averageretur beta 

Portfolio beta 

 
 

Jensen Measure: 

Like the treynor measure, the Jensen measure or Jensen’s alpha is based on the capital asset 

pricing model. It reflects the difference between the return actually earned on a portfolio and the 

portfolio was supposed to earn, given its beta as per the capital asset pricing model. Thus, the 

Jensen measure is: 

 
 
 
 
 
 

 

J ensenMeasure= Rp−   [  f+βp 

[R m− 
Rf[R ] 

 

Large cap funds: 
 

Large cap funds  invest in those companies  that have more potential of earning growth  

and higher profit. One of the major advantages of large cap funds is that they are less volatile than 

midcapandsmallcapfundsandtheneartermprospectsoflargecapfundscanbemoreaccurately predicted. 

On the flip side, the large cap funds offer lower returns than mid cap or small cap funds. But when 

compared intotality. 

Large cap funds outperform all other funds. These funds come under low risk low return 

category. In volatile times it is advisable to invest in large cap funds. 

 
Top Large cap Funds in India 

● HDFC Top200 

● UTI Large CapFund 

● Franklin India Bluechip● 

Kotak 30 

● DSPML Top 100Equity 
● Principal Large Cap Fund 
● Reliance GrowthFund 

] 



 

Mid cap funds: 

Mid cap funds are those mutual funds, which invest in small / medium sized companies.  

As there is no standard definition classifying companies as small or medium, each mutual fund  

hasits own classification for small and medium sized companies. Generally, companies with a 

market capitalization of up to Rs 500 crore are classified as small. Those companies that have a 

market capitalization between Rs 500 crore and Rs 1,000 crore are classified as mediumsized.  

 
Big investors like mutual funds and Foreign Institutional Investors are increasingly 

investing in mid capsnowadays because the price of large caps has increased substantially. Small 

/ mid sized companies tend to be under researched thus they present an opportunity to invest in a 

company that is yet to be identified by the market. Such companies offer  higher  growth potential 

going forward and therefore an opportunity to benefit from higher than average valuations. Mid 

cap companies are looked upon as wealth creators and have the potential to join the league of large 

cap companies. Such companies are nimble, flexible and can adapt to the changes faster. One of 

the challenges that fund  managers of  mid cap funds face is to identify  suchcompanies. 

 
But mid cap funds are very volatile and tend to fall like a pack of cards in bad times. So, 

caution should be exercised while investing in mid cap mutual funds. Mid cap funds are a good 

option in case the investor wants to add some diversity to his portfolio. 

 

Top mid cap funds in India 

● Sundaram BNP Paribas Select Midcap 

● Franklin India PrimaFund 

● HDFC CapitalBuilder 

● KotakIndian Mid CapFund 

● HSBC Midcap Equityfund 



 

Small cap funds:  
 

The “cap” in small-cap stocks refers to a company’s capitalization as 
determined by the total market value of its publicly traded shares. Small-cap stocks are generally 
defined as the stock of publicly traded companies that have a market capitalization ranging less 
than ₹500 crores. Technically speaking as underlying companies are young and seek to expand 
aggressively, they are more volatile and vulnerable to losses during downtime in the market. In a 
Small-Cap fund, the fund manager can have exposure to stocks of small  companiesin the  range of 
65%-90%. 

● Small-cap stocks give individual investors an edge over institutional investors. This is 
because institutional investors prefer to purchase large-cap stocks due to its stability, 
while Investors hoping for aggressive returns will invest in thesefunds. 

● Further, fund composition plays a vital role and an impulsive decision will endanger your 
returns. It makes sense to invest in multiple funds, so you have a diverse selection of 
small and mid-cap funds in yourportfolio. 

 
 
 

Top small cap funds in India: 

● HSBC small cap equityfund 

● Franklin India smaller companiesfund 

● DSP BlackRocksmall capfund 

● SBI small & mid capfund 

● Reliance small capfund 



 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Chapter V 

Data analysis and Interpretation 



 
 
 
 
 
 
 
 
 
 
 
 
 
 

Data Analysis and Interpretation 
 
 

Table 1: Represents the performance of large cap fund for the year 2015 
 

 

NAV Date 

Franklin India 
Blue-chipFund 
- NAV 

 

CHANGE IN NAV'S 

 
% CHANGE 
IN NAV'S 

3-Jan-15 229.2768   

1-Feb-15 205.937 -23.34 -10.18 
1-Mar-15 209.276 3.34 1.62 
1-Apr-15 219.221 9.94 4.75 
2-May-15 216.725 -2.50 -1.14 
1-Jun-15 215.02 -1.70 -0.79 
1-Jul-15 216.291 1.27 0.59 
1-Aug-15 213.603 -2.69 -1.24 
2-Sep-15 200.438 -13.17 -6.16 
3-Oct-15 195.904 -4.53 -2.26 
1-Nov-15 208.262 12.36 6.31 
1-Dec-15 197.785 -10.48 -5.03 

    

Annual return -31.49 Annual return in % -13.74 
Return mean -2.86 % of mean -1.25 
Standard deviation 9.70 SD IN % 4.60 
NAV average 210.64   

Sharpe ratio -4.72   



 
 
 
 
 
 
 
 
 

Graph: 
 
 
 

 
 
 
 
 

 
Interpretation: 
From the above table and graph  it is  observed that  the percentage  change in  NAV  has 

increased in the month of November with 6.31% and decreased high in the month of 

February with -10.18 % and return is negative with -31.49. 



 
 

 

Table 2: Represents the Performance of Large Cap Fund for the Year 2016 
 

 
NAV Date 

Franklin India Bluechip Fund 
- NAV 

Change in 
NAV'S 

% change in 
NAV'S 

1-Dec-15 197.785   

2-Jan-16 186.689 -11.10 -5.61 
1-Feb-16 207.67 20.98 11.24 
1-Mar-16 214.815 7.15 3.44 
2-Apr-16 214.09 -0.72 -0.34 
2-May-16 207.916 -6.17 -2.88 
1-Jun-16 194.917 -13.00 -6.25 
2-Jul-16 210.712 15.80 8.10 
1-Aug-16 210.336 -0.38 -0.18 
3-Sep-16 208.789 -1.55 -0.74 
1-Oct-16 224.536 15.75 7.54 
1-Nov-16 222.729 -1.81 -0.80 
3-Dec-16 233.158 10.43 4.68 

    

Annual return 35.37 Annual return in % 17.88 
Return mean 2.95 % of mean 1.49 
Standard deviation 12.47 SD IN % 5.90 
NAV average 211.36   

Sharpe ratio 1.68   



 
 
 
 
 
 
 

Graph: 
 
 
 

 
 
 

Interpretation: 

From the   above table and graph itisobserved   that   the percentagechangein NAV has 

increased  inthe month of   February   with 11.24% and decreased in the month of Junewith 

-6.25 % and return is 35.37. 



 

 

Table3: Represents the Performance of Large Cap Fund for the Year 2017 
 

 

NAV Date 

Franklin India 
Bluechip 
fund-NAV 

 
Change in 
NAV'S 

 
% change in 
NAV'S 

3-Dec-16 233.158   

1-Jan-17 238.344 5.19 2.22 
1-Feb-17 240.715 2.37 0.99 
1-Mar-17 229.713 -11.00 -4.57 
1-Apr-17 226.408 -3.31 -1.44 
2-May-17 235.381 8.97 3.96 
3-Jun-17 233.411 -1.97 -0.84 
1-Jul-17 229.731 -3.68 -1.58 
1-Aug-17 219.863 -9.87 -4.30 
3-Sep-17 205.9 -13.96 -6.35 
1-Oct-17 223.425 17.53 8.51 
1-Nov-17 244.935 21.51 9.63 
2-Dec-17 242.004 -2.93 -1.20 

 
Annual return 

 
8.85 

Annual return in 
% 

 
3.79 

Return mean 0.74 % of mean 0.32 
Standard deviation 10.97 SD IN % 4.75 
NAV average 230.82   

Sharpe ratio -0.88   



 
 
 

Graph: 
 
 
 

 
 
 
 
 
 

Interpretation: 

From the above table and graph it is observed that the percentage change in NAV has increased in 

the month of November  with  9.63 % and  decreased  in the monthofSeptember with 

-6.35% and return is 8.85%. 



Table 4: Represents the Performance of Large Cap Fund for the Year 2018 
 

 
NAV Date 

Franklin India Bluechip 
Fund - NAV 

Change in 
NAV'S 

% change in 
NAV'S 

2-Dec-17 242.004   

1-Jan-18 246.759 4.76 1.96 
3-Feb-18 234.574 -12.19 -4.94 
3-Mar-18 240.221 5.65 2.41 
1-Apr-18 260.752 20.53 8.55 
2-May-18 258.755 -2.00 -0.77 
2-Jun-18 287.968 29.21 11.29 
1-Jul-18 299.137 11.17 3.88 
1-Aug-18 297.967 -1.17 -0.39 
1-Sep-18 315.898 17.93 6.02 
1-Oct-18 314.354 -1.54 -0.49 
3-Nov-18 332.15 17.80 5.66 
1-Dec-18 346.127 13.98 4.21 

    

Annual return 104.12 Annual return in % 43.03 
Return mean 8.68 % of mean 3.59 
Standard deviation 37.44 SD IN % 13.08 
NAV average 286.22   

Sharpe ratio 2.68   



 
 
 

Graph: 
 

 
 
 
 
 

Interpretation: 

From the above table and graph it is observed that  thepercentage change inNAVhas increased in 

the month of June with 11.29% and decreased% in the month of February with - 4.94% and return 

was 104.12. 



Table 5: Represents the Performance of Large Cap Fund for the Year 2019 
 

 
NAV Date 

FRANKLIN India 
blue chip fund -NAV 

 
Change in NAV 

% change in 
NAV'S 

1-Dec-18 346.127   

1-Jan-19 338.82 -7.31 238.82 
2-Feb-19 357.416 18.60 257.42 
2-Mar-19 367.286 9.87 267.29 
1-Apr-19 359.231 -8.06 259.23 
4-May-19 349.397 -9.83 249.40 
1-Jun-19 360.027 10.63 260.03 

    

Annual return 13.9 Annual return in % 4.02 
Return mean 2.32 % of mean 0.67 
Standard deviation 9.92 SD IN % 2.79 
NAV average 355.36   

Sharpe ratio -1.43   



 
 
 
 
 
 
 
 
 

 

Graph: 
 

 
 
 

Interpretation: 

From the   above table and graph itis   observed  that   the percentagechangein NAV has 

increased in the month of February with 5.49% and decreased high in the month of Maywith 

-2.74% and return is 13.9 



 

Table 6: Represents the Performance of Small Cap Fund for the Year 2015 
 

 
NAV Date 

Franklin India smaller 

company NAV’s 

 
change in NAV 

% change in 

NAV 

3-Jan-15 15.2977   

1-Feb-15 13.4715 -1.83 -86.53 
1-Mar-15 13.4489 -0.02 -86.55 
1-Apr-15 14.3535 0.90 -85.65 
2-May-15 14.3027 -0.05 -85.70 
1-Jun-15 14.3734 0.07 -85.63 
1-Jul-15 14.3424 -0.03 -85.66 
1-Aug-15 14.2759 -0.07 -85.72 
2-Sep-15 13.2334 -1.04 -86.77 
3-Oct-15 12.7103 -0.52 -87.29 
1-Nov-15 13.161 0.45 -86.84 
1-Dec-15 12.2173 -0.94 -87.78 

    

 
Annual return 

 
-3.08 

Annual return in 
% 

 
-20.14 

Mean -0.28 % of mean -1.83 
Standard 
deviation 

 
0.87 

 
% of SD 

 
6.31 

Average 13.77   

Sharpe Ratio -4.46   



 
 
 
 
 
 
 
 
 
 
 
 

Graph: 
 

 
 

Interpretation: 

From the above table and graph   it is   observed   that the percentage changein  NAV has 

increased in the month of April with 6.73% and decreased in the month of Februarywith  

-11.94% and return was negative is -3.08 



Table 7: Represents the Performance of Small Cap fund for the Year 2016 
 

 
NAV Date 

Franklin India smaller 
companies NAV 

 
change in NAV 

% change in 
NAV 

1-Dec-15 12.22   

2-Jan-16 11.2243 -0.99 -8.13 
1-Feb-16 12.5998 1.38 12.25 

1-Mar-16 13.3945 0.79 6.31 
2-Apr-16 13.7713 0.38 2.81 
1-Jun-16 12.8736 -0.90 -6.52 

2-Jul-16 13.6179 0.74 5.78 
1-Aug-16 13.953 0.34 2.46 
3-Sep-16 14.2594 0.31 2.20 

1-Oct-16 15.7045 1.45 10.13 
1-Nov-16 15.6321 -0.07 -0.46 
3-Dec-16 16.5878 0.96 6.11 

    
 

Annual return 
 

4.37 
Annual return in 
% 

 
35.77 

Return mean 0.36 % of mean 2.98 
Standard 
Deviation 

 
1.54 

 
% of SD 

 
11.05 

NAV average 13.97   

Sharpe Ratio 2.51   



 
 
 
 
 
 
 
 
 
 
 

Graph: 
 
 
 

 

Interpretation: 

From the   above table and graph itisobserved   that   the percentagechangein NAV has 

increased in the month of February with 12.25 % and decreased in the month of Januarywith 

-8.13% and return was 4.37 



Table 8: Represents the Performance of Small cap fund for the year 2017 
 

 
NAV Date 

Franklin India smaller 
companies NAV 

change in 
NAV 

% change 
in NAV 

3-Dec-16 16.5878   

1-Jan-17 17.2013 0.61 3.70 
1-Feb-17 17.224 0.02 0.13 
1-Mar-17 16.108 -1.12 -6.48 
1-Apr-17 15.9857 -0.12 -0.76 
2-May-17 16.1367 0.15 0.94 
3-Jun-17 16.818 0.68 4.22 
1-Jul-17 16.3545 -0.46 -2.76 
1-Aug-17 15.476 -0.88 -5.37 
3-Sep-17 14.7077 -0.77 -4.96 
1-Oct-17 16.0626 1.35 9.21 
1-Nov-17 17.7299 1.67 10.38 
2-Dec-17 18.56 0.83 4.68 

    

 
Annual return 

 
1.97 

% of annual 
return 

 
11.89 

Return mean 0.16 % of mean 0.99 
Standard 
Deviation 

 
1.04 

 
% of SD 

 
6.29 

NAV Average 16.53   

Sharpe ratio 0.62   



 
 
 
 
 

Graph: 
 

 
 
 
 
 
 
 
 
 
 

Interpretation: 

From the   above table and  graphitis observed   that   the percentagechangein NAV has 

increasedinthemonthofNovemberwith10.38%anddecreasedinthemonthofmarchwith 

-6.48% and return is 1.97 



 
 

Table 9: Represents the Performance of Small Cap fund for the Year 2018 
 

 
NAV Date 

Franklin India smaller 
companies NAV 

 
change in NAV 

% change 
in NAV 

2-Dec-17 18.56   

1-Jan-18 19.4328 0.87 4.70 
3-Feb-18 18.6244 -0.81 -4.16 
3-Mar-18 19.6317 1.01 5.41 
1-Apr-18 21.6311 2.00 10.18 
2-May-18 22.5951 0.96 4.46 
2-Jun-18 26.1636 3.57 15.79 
1-Jul-18 28.3859 2.22 8.49 
1-Aug-18 29.1833 0.80 2.81 
1-Sep-18 31.8693 2.69 9.20 
1-Oct-18 32.5017 0.63 1.98 
3-Nov-18 33.8064 1.30 4.01 
1-Dec-18 35.3192 1.51 4.47 

    

Annual return 16.76 % of annual return 90.30 
Return mean 1.40 % of Mean 7.52 
Standard 
Deviation 

 
6.07 

 
% of SD 

 
22.81 

NAV average 26.60   

Sharpe ratio 3.61   



 
 
 
 
 
 

Graph: 
 
 
 

 
 
 
 
 
 
 

Interpretation: 

From the   above table and graph itisobserved   that   the percentagechangein NAV has 

increasedinthemonthof Junewith15.79%anddecreasedinthemonthofFebruarywith 

-4.16% and return is 16.76 



 

Table 10: Represents the Performance of Small Cap fund for the Year 2019 
 

 
NAV Date 

Franklin India smaller 
companies NAV 

 
change in NAV 

% change in 
NAV 

1-Dec-18 35.3192   

1-Jan-19 36.7534 1.43 4.06 
2-Feb-19 38.0648 1.31 3.57 
2-Mar-19 38.817 0.75 1.98 
1-Apr-19 39.1098 0.29 0.75 

4-May-19 38.1562 -0.95 -2.44 
1-Jun-19 38.6601 0.50 1.32 

    
 

Annual Return 
 

3.34 
% of Annual 
Return 

 
9.46 

Return Mean 0.56 % of Mean 1.58 
Standard 
Deviation 

 
0.84 

 
% of SD 

 
2.19 

Nav Average 38.26   

SharpeRatio 0.67   



 
 
 
 
 
 

Graph: 
 
 
 

 
 
 
 
 
 
 
 

Interpretation: 

From the   above table and graph   it is   observed   that   the percentagechangein NAV has 

increased in the month of January with 4.06% and decreased in the month of maywith 

-2.44% and return is 3.34 



 

Table 11: Represents the Comparative Performance of Large Cap &Small Cap fund for the Year2015 
  

 
 

NAV Date 

Franklin 
India 
Bluechi 
p Fund - 
NAV 

% change 
in nav of 
franklin 
bluechip 
fund 

 
Franklin 
India smaller 
companies 
NAV 

 
 

% change in 
NAV 

3-Jan-15 229.28 
 

15.30 
 

1-Feb-15 205.94 -10.18 13.47 -11.94 
1-Mar-15 209.28 1.62 13.45 -0.17 
1-Apr-15 219.22 4.75 14.35 6.73 
2-May-15 216.73 -1.14 14.30 -0.35 
1-Jun-15 215.02 -0.7 14.37 0.49 

1-Jul-15 216.29 0.59 14.34 -0.22 

1-Aug-15 213.60 -1.24 14.28 -0.46 
2-Sep-15 200.44 -6.16 13.23 -7.30 

3-Oct-15 195.90 -2.26 12.71 -3.95 
1-Nov-15 208.26 6.31 13.16 3.55 
1-Dec-15 197.79 -5.03 12.22 -7.17 
Sharpe ratio -4.72   -4.46 

Annual return -31.49 -13.74 -3.08 -20.14 

return mean -2.62 -1.14 -0.26 -1.83 

Standard 
deviation 

 
9.70 

 
4.60 

 
0.87 

 
6.31 

 



 
 
 

Graph: 
 
 
 
 
 

 
 
 

Interpretation: 

From the above table and graph, it is observed that the percentage of NAV of Franklin India 

bluechip fund is maximum in the month of November with 6.31% and NAV of Franklin India 

smaller companies fund is maximum in month of April with percentage change of 6.73 The 

percentage change is least in the month of February with -10.18% and -11.94% for same months 

for Franklin India smaller companies while the risk (SD) is 4.60 for Franklin India bluechip fund 

when compared to Franklin India smaller companies fund .i.e. 6.31. 



 
 

Table 12: Represents the Comparative Performance of Large Cap &Small Cap fund for 
the Year2016 

 
 
 
 
 

NAV Date 

 
Frankli 
n India 
Bluechi
pFund 
-NAV 

%change 
in nav of 
Franklin 
India 
bluechip 
fund 

 
Franklin 
India 
smaller 
companies 
NAV 

 
 
 
 

% change in 
NAV 

1-Dec-15 197.79 
 

12.22 
 

2-Jan-16 186.69 -11.10 11.22 -8.13 

1-Feb-16 207.67 20.98 12.60 12.25 

1-Mar-16 214.82 7.15 13.39 6.31 

2-Apr-16 214.09 -0.72 13.77 2.81 

2-May-16 207.92 -6.17 0.00 0.00 

1-Jun-16 194.92 -13.00 12.87 -6.52 

2-Jul-16 210.71 15.80 13.62 5.78 

1-Aug-16 210.34 -0.38 13.95 2.46 

3-Sep-16 208.79 -1.55 14.26 2.20 

1-Oct-16 224.54 15.75 15.70 10.13 

1-Nov-16 222.73 -1.81 15.63 -0.46 

3-Dec-16 233.16 10.43 16.59 6.11 

Sharpe ratio 1.68  2.51  

Annual return 35.37 17.88 4.37 35.77 

Return mean 2.95 1.49 0.36 2.98 

Standard deviation 12.47 5.90 1.54 11.05 



 

Graph: 

 
 

 
Interpretation: 

From the above table and graph, it is observed that the percentage of NAV of Franklin India 

bluechip fund is maximum in the month of February with 20.98% and NAV of Franklin India 

smaller companies fund is maximum in month of February with percentage change of 12.25The 

percentage change is least in the month of June with -13.00% and Franklin India smaller 

companies fund in month of January with -8.13 while the risk (SD) is 5.90 for Franklin India 

bluechip fund when compared to Franklin India smaller companies fund .i.e. 11.05. 



 

Table13:Represents the Comparative Performance of Large Cap & Small Cap fund for the 
Year 2017 

 
 
 
 

NAV Date 

Frankli 
n India 
bluechi
p 
fund-N 
AV 

% change 
in NAV of 
Franklin 
India 
bluechip 
fund 

 

Franklin 
India smaller 
companies 
NAV 

 
 

% change in NAV of 
Franklin India smaller 
Companies 

3-Dec-16 233.16  16.59  

1-Jan-17 238.34 2.22 17.20 3.70 
1-Feb-17 240.72 0.99 17.22 0.13 
1-Mar-17 229.71 -4.57 16.11 -6.48 
1-Apr-17 226.41 -1.44 15.99 -0.76 
2-May-17 235.38 3.96 16.14 0.94 
3-Jun-17 233.41 -0.84 16.82 4.22 
1-Jul-17 229.73 -1.58 16.35 -2.76 
1-Aug-17 219.86 -4.30 15.48 -5.37 
3-Sep-17 205.90 -6.35 14.71 -4.96 
1-Oct-17 223.43 8.51 16.06 9.21 
1-Nov-17 244.94 9.63 17.73 10.38 
2-Dec-17 242.00 -1.20 18.56 4.68 
Sharpe ratio -0.88   0 .62 

Annual return 8.85 3.79 1.97 11.89 
Return mean 0.74 0.32 0.16 0.99 
Standard 
deviation 

 
10.97 

 
4.75 

 
1.04 

 
6.29 



Graph: 

 
 
 
 
 
 
 

Interpretation: 

From the above table and chart, it is observed that the percentage of NAV of  Franklin 

India bluechip fund is maximum in the month of November with 9.63% and NAV of Franklin 

India smaller companies fund is maximum in month of November with percentage change of 

10.38.The percentage change is least in the month of September with -6.35% and Franklin India 

smaller companies fund in month of march with -6.48 while the risk (SD) is 4.75 for Franklin  

India bluechip fund when compared to Franklin India smaller companies fund .i.e.6.29. 



 
 

Table14: Represents the Comparative Performance of Large Cap & Small Cap fund for the 
Year 2018 

 
 
 

NAV Date 

Franklin 
India 
bluechip 
Fund - 
NAV 

% change 
in NAV of 
Franklin 
bluechip 
fund 

 
Franklin India 
smaller 
companies 
NAV 

% change in 
NAV of 
Franklin 
India smaller 
Companies 

2-Dec-17 242.00  18.56  

1-Jan-18 246.76 1.96 19.43 4.70 
3-Feb-18 234.57 -4.94 18.62 -4.16 
3-Mar-18 240.22 2.41 19.63 5.41 
1-Apr-18 260.75 8.55 21.63 10.18 
2-May-18 258.76 -0.77 22.60 4.46 
2-Jun-18 287.97 11.29 26.16 15.79 
1-Jul-18 299.14 3.88 28.39 8.49 
1-Aug-18 297.97 -0.39 29.18 2.81 
1-Sep-18 315.90 6.02 31.87 9.20 
1-Oct-18 314.35 -0.49 32.50 1.98 
3-Nov-18 332.15 5.66 33.81 4.01 
1-Dec-18 346.13 4.21 35.32 4.47 
Sharpe ratio 2.68   3.61 
Annual return 104.12 43.03 16.76 90.30 
Return mean 8.68 3.59 1.40 7.52 
Standard 
deviation 

 
37.44 

 
13.08 

 
6.07 

 
22.81 



Graph: 
 
 
 

 
 
 
 
 
 

Interpretation: 

From the above table and graph, it is observed that the percentage of NAV of Franklin India 

bluechip fund is maximum in the month of June with 11.29% and NAV of Franklin India smaller 

companies fund is maximum in month of June with percentage change of 15.79 The percentage 

change is least in the month of February with -4.94% and Franklin India smaller companies fund in 

month of February with -4.16%.while the risk (SD) is 13.08 for Franklin India bluechip fund when 

compared to Franklin India smaller companies fund .i.e. 22.81. 



 
 
 
 

Table 15:Represents the Comparative Performance of Large Cap & Small Cap fund for the 
Year 2019 

 
 
 

NAV Date 

 
Franklin 
India 
bluechip 
fund - NAV 

% change 
in NAV of 
Franklin 
India blue 
chip fund 

 
Franklin India 
smaller 
companies 
NAV 

% change in 
NAV of 
Franklin India 
smaller 
companies 

1-Dec-18 346.13  35.32  

1-Jan-19 338.82 -2.11 36.75 4.06 
2-Feb-19 357.42 5.49 38.06 3.57 

2-Mar-19 367.29 2.76 38.82 1.98 
1-Apr-19 359.23 -2.19 39.11 0.75 
4-May-19 349.40 -2.74 38.16 -2.44 

1-Jun-19 360.03 3.04 38.66 1.32 
Sharpe ratio -1.43   0.67 
Annual return 13.90 4.02 3.34 9.46 
Return mean 2.32 0.67 0.56 1.58 
Standard deviation 9.92 2.79 0.84 2.19 



Graph: 

 
 
 
 
 

 
Interpretation: 
From the above table and graph, it is observed that the percentage of NAV of Franklin India 

bluechip fund is maximum in the month of February with 5.49% and NAV of Franklin India 

smaller companies fund is maximum in the month of January with percentage change of 4.06. The 

percentage change is least in the month of may with -2.74% and Franklin India smaller companies 

fund in month of May with -2.44%.while the risk (SD) is 2.79 for Franklin India bluechip fund 

when compared to Franklin India smaller companies fund .i.e. 2.19. 



 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Chapter VI 
Findings, Suggestions& 

Conclusion 



Findings 
 

Years Annual return Standard deviation Sharperatio 

 Large 

Cap 

Small 

Cap 

Large 

cap 

Small 

Cap 

Large 

cap 

Small 

cap 

2015 -31.49 -3.08 9.70 0.87 -4.72 -4.46 

2016 35.37 4.37 12.47 1.54 1.68 2.51 

2017 8.85 1.97 10.97 1.04 -0.88 0.62 

2018 104.12 16.76 37.44 6.07 2.68 3.61 

2019 13.9 3.34 9.92 0.84 -1.43 0.67 

 
1. From the above data of a comparative study on performance of large cap fund vssmall 

cap fund we can observe that the annual return of large cap fund has increased high in 

the year 2018 with 104.12 and small cap fund has increased high in the year 2018 with 

16.76 and large cap fund decreased high in the year 2015 with -31.49 and Small cap 

fund also decreased in the same year with -3.08. 

 
 

2. From the above data we can observe standard deviation which describes the risk 

involved in any particular share. Here standard deviation is high in the year 2018 for 

large cap funds with 37.44 because of more return. We all know about riskfor 

example if risk is high then the return is also high and standard deviation is high 

in the year 2018 also for small cap funds with6.07 

 
3.  From the above data we can also observe sharpe ratio which describes overall 

performance of any particular share both with the combination of risk and return. 

Here we can see drastically decreased performances in the years 2015,2017, 2019   

for large cap funds and for small cap funds we can see decreasedperformance 

only in the year 2015. 



 
 
 
 
 
 

Suggestions 

Based on the findings these are some of the suggestions for individual investors. 

1. In the year 2015, the return is negative with moderate risk. So due to negative returns 

investors do not show much interest in investing. 

2. In the year 2016, the return is more with less risk. In such cases investors show much 

interest ininvesting. 

3. In the year 2017, the return is less with more return. In such cases investors show less 

interest toinvest. 

4. In the year 2018, the return is more with less risk. In such cases investors show much 

interest ininvesting. 

5. In the year 2019, the return is more with less risk. In such cases investors show much 

interest ininvesting. 



 
 
 
 
 
 
 
 
 

Conclusion: 

1. From the above data I understood the  concept of  mutual funds. It is nothing but 

pooling money from different investors who are interested to invest in securities and 

invest in different securities which gives huge returns and this is done through asset 

managementcompanies. 

2. It has been observed that price fluctuations in both large cap funds and Small cap funds 

sometimes increase and sometimes it hasdecreased. 

3. I have analysed the risk and return involved in large cap funds and small cap funds. 

According to my analysis I observed that if  the return has increased risk also  

increases. In simple terms risk is equal to return in my analysis. 

4. Based onthe  studyI  have foundsome points and I have suggested basedon the points 

found by me. 
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Appendix 



 

Appendix 

Performance of Franklin India Blue chip Fund for the year 2015 
 

 

NAV Date 

Franklin India 
Blue-chip Fund 
- NAV 

3-Jan-15 229.2768 
1-Feb-15 205.937 
1-Mar-15 209.276 
1-Apr-15 219.221 
2-May-15 216.725 
1-Jun-15 215.02 
1-Jul-15 216.291 
1-Aug-15 213.603 
2-Sep-15 200.438 
3-Oct-15 195.904 
1-Nov-15 208.262 
1-Dec-15 197.785 

 
Performance of Franklin India Blue chip Fund for the year 2016 

 

 
NAV Date 

Franklin India Bluechip 
Fund 

1-Dec-15 197.785 
2-Jan-16 186.689 
1-Feb-16 207.67 
1-Mar-16 214.815 
2-Apr-16 214.09 
2-May-16 207.916 
1-Jun-16 194.917 
2-Jul-16 210.712 
1-Aug-16 210.336 
3-Sep-16 208.789 
1-Oct-16 224.536 
1-Nov-16 222.729 
3-Dec-16 233.158 



 
 

Performance of Franklin India Blue chip Fund for the year 2017 
 
 
 

 

NAV Date 

Franklin India 
Bluechip 
fund-NAV 

3-Dec-16 233.158 
1-Jan-17 238.344 
1-Feb-17 240.715 
1-Mar-17 229.713 
1-Apr-17 226.408 
2-May-17 235.381 
3-Jun-17 233.411 
1-Jul-17 229.731 
1-Aug-17 219.863 
3-Sep-17 205.9 
1-Oct-17 223.425 
1-Nov-17 244.935 
2-Dec-17 242.004 



Performance of Franklin India Blue chip Fund for the year 2018 
 

 
NAV Date 

Franklin India Bluechip 
Fund - NAV 

2-Dec-17 242.004 
1-Jan-18 246.759 
3-Feb-18 234.574 
3-Mar-18 240.221 
1-Apr-18 260.752 
2-May-18 258.755 
2-Jun-18 287.968 
1-Jul-18 299.137 
1-Aug-18 297.967 
1-Sep-18 315.898 
1-Oct-18 314.354 
3-Nov-18 332.15 
1-Dec-18 346.127 

 
 
 
 
 
 
 
 

Performance of Franklin India Blue chip Fund for the year 2019 
 

 
NAV Date 

FRANKLIN India 
blue chip fund -NAV 

1-Dec-18 346.127 
1-Jan-19 338.82 
2-Feb-19 357.416 
2-Mar-19 367.286 
1-Apr-19 359.231 
4-May-19 349.397 
1-Jun-19 360.027 



Performance of Franklin India Smaller Companies Fund for the year 2015 
 

 
NAV Date 

Franklin India smaller 

company NAV’s 

3-Jan-15 15.2977 
1-Feb-15 13.4715 
1-Mar-15 13.4489 
1-Apr-15 14.3535 
2-May-15 14.3027 
1-Jun-15 14.3734 
1-Jul-15 14.3424 
1-Aug-15 14.2759 
2-Sep-15 13.2334 
3-Oct-15 12.7103 
1-Nov-15 13.161 
1-Dec-15 12.2173 



 
 
 
 
 
 
 

Performance of Franklin India Smaller Companies Fund for the year 2016 
 

 
NAV Date 

Franklin India smaller 
companies NAV 

1-Dec-15 12.22 

2-Jan-16 11.2243 
1-Feb-16 12.5998 
1-Mar-16 13.3945 

2-Apr-16 13.7713 
1-Jun-16 12.8736 
2-Jul-16 13.6179 

1-Aug-16 13.953 
3-Sep-16 14.2594 
1-Oct-16 15.7045 

1-Nov-16 15.6321 
3-Dec-16 16.5878 



Performance of Franklin India Smaller Companies Fund for the year 2017 
 

 
NAV Date 

Franklin India smaller 
companies NAV 

3-Dec-16 16.5878 
1-Jan-17 17.2013 
1-Feb-17 17.224 
1-Mar-17 16.108 
1-Apr-17 15.9857 
2-May-17 16.1367 
3-Jun-17 16.818 
1-Jul-17 16.3545 
1-Aug-17 15.476 
3-Sep-17 14.7077 
1-Oct-17 16.0626 
1-Nov-17 17.7299 
2-Dec-17 18.56 

 
 
 
 
 
 
 
 

Performance of Franklin India Smaller Companies Fund for the year 2018 
 

 
NAV Date 

Franklin India smaller 
companies NAV 

2-Dec-17 18.56 
1-Jan-18 19.4328 
3-Feb-18 18.6244 
3-Mar-18 19.6317 
1-Apr-18 21.6311 
2-May-18 22.5951 
2-Jun-18 26.1636 
1-Jul-18 28.3859 
1-Aug-18 29.1833 
1-Sep-18 31.8693 
1-Oct-18 32.5017 
3-Nov-18 33.8064 
1-Dec-18 35.3192 



 
 
 
 
 
 
 

Performance of Franklin India Smaller Companies Fund for the year 2019 
 

 
NAV Date 

Franklin India smaller 
companies NAV 

1-Dec-18 35.3192 

1-Jan-19 36.7534 
2-Feb-19 38.0648 
2-Mar-19 38.817 

1-Apr-19 39.1098 
4-May-19 38.1562 
1-Jun-19 38.6601 
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INTRODUCTION 
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A study on financial statement analysis through comparative and commonsize 

balance sheet in SCR at Vijayawada 

 

 

Introduction: 

          Financial management means planning, organizing, directing and controlling the financial 

activities such as procurement and utilization of funds of the enterprise. 

         Financial statements analysis is a process of evaluating the relationship between the 

component parts of the financial statements to obtain a better understanding of a firm’s 

position and performance. The financial performance can be measured with the help of 

financial statements. It plays a pivotal role in terms of analyzing profitability, efficiency and 

effectiveness from resource mobilization to resource utilization. It present a meaningful and 

structured description about the capacity of an organization in terms of sources and application 

of funds. 

Tools of financial analysis: 

• Comparative financial statement 
• Commonsize financial statement 

        A comparative financial statement presents the accounting information of the same 

business unit for two or more accounting period in other words a comparative financial 

statement helps to study the financial and operating trends over a period of years  statements 

can be prepared in comparative form . 

        In commonsize statement, each item is stated as a percentage of the total of which that 

item is a part each percentage exhibits the relation of the individual item to its respective total. 
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Need for the study: 

The financial analysis of an organization provides the clear view of its performance parameters 

at present in comparison with past performance. Financial performance is an important aspect 

which influence the long- term stability , profitability and liquidity of an organization. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



4 
 

 

Objectives of the study: 

• To study the financial performance. 
• To  measure the financial position of firm through  preparation of comparative statement. 
• To provide reliable financial information about economic resource and obligations. 
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Methodology of the study: 

Primary Data:  The primary data has collected with the help of personal discussion with 
financial executives and observations. 
Secondary Data: The secondary data was collected from already published source as pamphlets 
reference from text of annual reports, reports, returns and internal records ,books . 
The data collection includes. 
 
 The study completely depends upon the secondary data. 
 

➢ Balance sheet 
➢ Profit and loss account 
➢ Annual reports of the company 
➢ Others books and journal 
➢  Internet 

Tools used for analysis 

Analytical methods and devices used in analyzing financial statements are as follows 

  1. Comparative Balance Sheet 

  2. Common Size Balance Sheet 
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Scope of the study  

        The study reveals the financial position of South Central Railways. Comparative balance 

sheets are used in assessing the financial position. The scope of the study is limited to collecting 

financial data published in the annual reports of the company every year. Financial 

management estimates the financial need of the company. That is, it find out how much 

finance is required. 
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Limitations of the study 

 

➢ In the study many factors that need detailed analysis could not be discussed in detail. 
➢ The study was limited to only five years financial data. 
➢ The study is based on the information provided by the SCR. 
➢ The study is based on only the past records. 
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Chapter- II 

Industry Profile 
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Industry Profile 

 

 

INDIAN RAILWAYS: 

 

Railways were first introduced to India in 1853. By 1947, the year of India's 

independence, there were forty-two rail systems. In 1951 the systems were nationalized as 

one unit, becoming one of the largest networks in the world. IR operates both long distance 

and suburban rail systems on a multi-gauge network of broad, meter and narrowgauges. It 

also owns locomotive and coach production facilities. 

 The introduction of Railways in our country has taken place at the juncture when the 

transportation system in our country was primitive with the introduction of Railways the 

transportation system and it changed a lot. It was in 16th April, 1953. First train was steamed 

of from Bombay to Thana, at a stretch of 34 Kms. At present it is having a route length of 

62.915 Kms. Indian Railways is not only the biggest public sector undertaking in the country 

but also the biggest utility concern. "Indian Railway" is largest in Asia and fourth in the world. 

 Since its introduction the "Indian Railway" is still continuing to be the predominant in 

Transportation. In the initial stages the administrative control of Railways in India was in the 

hands of the public works departments. But in 1903, the Robertson committee recommended 

for separate board for the Railways. This Board come into begin in February 1905 with 

authority to manage the Railways of India on the basis of Commercial principles. 

 The Board was initially in the hands of Ministry of Commerce and Industry but was late 

transferred to Ministry of Transport and communications. After Independence, the Railways 

are under the direct control of the Ministry of Railways assisted by the Railway Board in the 

matter of policy and decision making. For administrative convenience the Railways, Board re 

divided in 16 zones. Every zone is headed by a "General Manager" the zones the further 

http://en.wikipedia.org/wiki/Independence_of_India
http://en.wikipedia.org/wiki/Independence_of_India
http://en.wikipedia.org/wiki/Dual_gauge
http://en.wikipedia.org/wiki/Indian_gauge
http://en.wikipedia.org/wiki/Metre_gauge
http://en.wikipedia.org/wiki/Narrow_gauge_railway
http://en.wikipedia.org/wiki/Rail_gauge
http://en.wikipedia.org/wiki/Locomotive
http://en.wikipedia.org/wiki/Coach_%28rail%29
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divided in to different divisions and various departments for the better management. 

 The Indian Railways is the principal mode of transport in our country. In 150 years of its 

existences it has successfully adopted to the charging need of Transportation of goods and 

passengers in the country. Every year Indian Railway carries over 11 million passengers per day 

and lifted more than a million tones of freight traffic daily on network spread over 62,915 

route Kms covering 7,068 stations. 

The railways networks consists of Board gauge and Narrow gauges totaling a length of 

1, 08,336 track Kms.  

RAILWAY ADMINISTRATION: 

The Ministry of Railway functions under the guidance of the minister of Railways, 

assisted by the Minister of State for Railways. The day-to-day affairs and formulation of policy 

are managed by the Railway Board comprising of a Chairman, five other function members and 

a financial commissioner. The chairman of the Railway Board is the ex-officio Principal 

Secretary and each of the other fine functional members is the ex-officio Secretaries to the 

Government of India. 

HISTORY AND ORGNISATION OF RAILWAYS- 

INDIAN RAILWAYS: NATION'S LIFE LINE: Indian Railways have continuously influence the 

social, economic, cultural and political life of the people.  Some of the important aspects of this 

influence are increased mobility of the common man, bringing together people from all castes, 

communities and religions, growth trade and commerce development of industries, equalizing 

price line, urbanization, employment generation, rural development, help in spread of 

education, contribution to national exchequer, influence on literature, poetry, music files etc., 

Thus, Railways have become Nation's life line. 

The biggest organization: 

 Indian Railways are the biggest organization our country with 14.12 lakhs of employees, 

63,332 route kilometers traversing from Okha to Murkong Selekand Udhampur to 
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Kanyakumari, 6,974 Railway stations, a fletch of 8,025 locomotives, 50,080 passenger and 

other coaches. 2, 07,176 goods wagons, carrying 5,725 million originating passenger traffic and 

682.4 million metric tones of originating goods traffic. If has a total investment of 1,12,180.41 

crore rupees. 

 

RAILWAY'S MANAGEMENT: 

 Initially, the Board of Directors in England had an agent in India for supervision and 

control over the companies. The Government appointed advisory engineers and auditors.  In 

1855, Railways were placed under Public Works Department. A railway branch was organized 

under PWD in 1869 and a State Railway Directorate in 1874.  Ultimately, the Railway Board 

was organized in 1905. The separate Ministry of Railways was formed after independence. 

RAILWAY BOARD: 

 Railway Board is the apex executive body which administers, directs ad supervised the 

functioning of the Railway system. The Board functions under the Minister for Railways and is 

headed by the Chairman, who is equivalent to Principal Secretary to Government of India. The 

other members are (1) Financial Commissioner, (2) Member Staff, (3) Member Traffic, (4) 

Member Mechanical, (5) Member Engineering and (6) Member Electrical.  The Board has 

several directorates.  Major directorates are headed by an Advisor. Health Services and 

Railway protection force (RPF) directorates have Director Generals. They are assisted by 

Executive Directors, Directors, Joint Directors etc. 

ZONAL RAILWAYS: 

 

 The Indian Railways were divided into 09 zones. 

--------------------------------------------------------------------------------------------------- 

Name of Railways  Formed on          HQ  Route Kms. 

--------------------------------------------------------------------------------------------------- 

Southern Railway             14.04.1951     Chennai          5,210  
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Central Railway                        05.11.1951 Mumbai CST               3,832  

Western Railway             05.11.1951     Mumbai CG                6,533 

Eastern Railway             14.04.1952     Kolkata                2,412 

Northern Railway             14.04.1952    New Delhi               6,910 

North Eastern Railway            14.04.1952    Gorakhpur                    3,402 

South Eastern Railway            01.08.1955    Kolkata 2,614 

North Eastern Frontier        15.01.1958    Malegaon               3,766 

  Railway 

South Central Railway              02.10.2002              Secunderabad               5,743 

North Western Railway  01.10.2002   Jaipur                             5,452 

East Central Railway              01.10.2002 Hajipur               3,439 

East Coast Railway              01.04.2003               Bhubaneswar               2,431 

South Western Railway.          01.04.2003  Hubli                3,111 

West Central Railway  01.04.2003           Jabalpur               2,965 

North Central Railway    01.04.2003  Allahabad               3,080 

South East Central Railway 01.04.2003  Ballarpur               2,432 

--------------------------------------------------------------------------------------------------- 

 Each zonal railway is controlled by a General Manager.  The General Manager is assisted 

by Principle HOD namely Addl.GM, Sr.Dy.GM, Financial Advisor and Chief Accounts Officer, 

Chief Engineer, Chief Mechanical Engineer, Chief Operating Manager, Chief Commercial 

Manager, Chief Electrical Engineer, Chief Signal & Telecommunications Engineer, Controller of 

Stores, Chief Personnel Officer, Chief Medical Officer and Chief Security Commissioner. 

 

SOUTH CENTRAL RAILWAY 

South Central Railway was formed on 2nd October, 1966 as the 9th zone of the Indian 
Railways. In its forty plus years of committed service and path breaking progress, South Central 
Railway has grown to a modern system of mass transportation fulfilling the aspirations of the 
passengers/customers and carved a niche for itself in Indian Railways. 
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Presently S.C. Railway has 6 Divisions, viz, Secunderabad, Hyderabad, Vijayawada, Guntakal, Guntur 

and Nanded. South Central Railway predominantly serves the state of Andhra Pradesh and 

Maharashtra and to a limited extent, portions of Karnataka, Tamil Nadu & Madhya Pradesh states. 

 

 

Number of Divisions 06 

Number of States Covered 05 

Number of Stations 689 

Originating Earnings 2012-13 (`in crores) 10109.03 

Apportioned Earnings 2012-13 (`in crores) 11677.30 

No. of Originating Passengers 2012-13  (in millions) 386.790 

Originating Loading 2012-13 (in million Tonnes) 111.259 

Operating Ratio   2012-13 79.11 

Number of passenger Trains run daily: 693 

Mail / Express trains 228 

Passenger Trains 347 

MMTS Trains 118 

 

 

State-wise Route Kilometerage 

State BG MG Total 

Andhra Pradesh 4348.440 0 4348.440 

Maharashtra 1010.070 105.750 1115.820 

Karnataka 268.690 0 268.690 
Madhya Pradesh 0 70.180 70.180 

Tamilnadu 6.860 0 6.860 
    

Total 5634.060 175.930 5809.990 
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VIJAYAWADA DIVISION 

 

The Vijayawada Junction is the busiest station of SOUTH CENTRAL RAILWAY. Since its 

inception, SC Railway laid 342.805 Rkm of new lines, converted 2676.19 Rkm from MG to BG 

and carried out a doubling of track on 1272.453 Rkm, constructed many major river bridges 

including the engineering marvels Viz., II Godavari Bridge and III Godavari Bridges at 

Rajahmundry. 

Towards customer satisfaction, it had established the Computerized Passenger 

Reservation Systems at 85 Stations/locations and offer reservations for any train from any 

station in the Country. For gaining efficiency in freight operations, SCR established Freight 

Operations Information System (FOIS) in its jurisdiction and has already introduced Rack 

Management Systems at 23 Stations and Terminal Management System at 31 stations. 

It’s Passenger and Freight performance has met with stupendous leaps forward. The 

freight loading which was only 9.00 million tons in the year of its inception, 1966, has seen a 

quantum jump and touched 44.79 Million tons in the financial year 2003-2004. Passenger 

transport too has met with tremendous growth touching 195.65 millions in the year 2003-2004 

as against 50 millions in the year of inception and the gross earning from Rs. 58.00 Cr. to 

3683.00 Cr in the fiscal year 2003-2004. 

 

RAILWAY PROTECTION FORCE 

 

The Railway Protection Force has emerged from a turmoil of systems; there being as 

many forms of its existence and as many modes of functioning as there were railway 

Companies in British India for imparting the set-up a uniformity of working, the RPF Rules were 

enacted in 1959 and RPF Regulations published in 1966. In the same year, some limited 
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powers to apprehend and prosecute offenders involved in railway property were conferred on 

the Force by enacting the railway Property (Unlawful Possession) Act, 1966. Primarily RPF has 

been entrusted with responsibility of the safety of Railway property. But, while the provisions 

of RPF Act were soon found wanting for the maintenance of an effective and disciplined Force, 

the RPF Rules and Regulations too were found judicially unsound. The RPF Act, 1957 was 

accordingly modified by Parliament vide Act No.60 of 1985 on 20 September 1985 for the 

constitution and maintenance of the Force as an armed force of the Union. 

The Committee recommended that since policing on the railways is the constitutional 

responsibility of the State Governments, certain matters relating to the security of railway 

passengers could be segregated from the policing functions and be given to the Railway 

Protection Force. 

The Committee also recommended that the Railway Protection Force may be given the 

following additional duties relating to security of passengers: 

The Railway Ministry accepted the above recommendations of the Committee. 

Accordingly, RPF by an amendment of the Railways Act/RPF Act has been empowered to deal 

with the offences, which directly relate to the functioning of the Railways, as the Police, being 

preoccupied with the law and order duties, have little time for these minor offences. It was 

against this backdrop that the RPF Act and The Railways Act have been amended. The main 

purpose is to supplement the efforts of the State Governments to reinforce the security of the 

passengers and the passenger areas on Indian Railways. For giving these additional 

responsibilities to the Railway Protection Force, the Railway Protection Force Act, 1957was 

again modified by Parliament vide act No.52 of 2003 on 23rd December-2003 for providing 

more legal powers to RPF to provide better protection to Railway Property, Passenger area 

and Passengers. In view of latest amendment RPF is entrusted with following duties:- 

 

1. Escorting of passenger trains in vulnerable areas. 
2. Providing access control, regulation and general security on the platforms, in passenger areas 

and circulating areas. 
3. Further, it was felt that for effectively dealing with the cases under the Railways Act, the 

Railway Protection Force should be empowered to enquire and to launch prosecution against 
the persons committing offences under the Railways Act and accordingly the Railway Act has 
been amended to empower RPF to investigate and prosecute in offences covered under the Act. 

4. Railway Protection Force will be legally enabled to provide protection and safeguard to the 
passenger and his luggage, which will ensure better Passenger Facilitation. 

5. Access control to stations can be regulated in a more effective way and general security on the 
platforms in passenger area and circulation area will get reinforced 
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6. Empowerment under The Railways Act will ensure more smooth train operations since many 
sections of The Railways Act aim at hassle-free train operations. 

7. Entrusting of new responsibilities to RPF would mean optimum utilization of human resources. 
8. Railway Protection Force will be able to take steps for prevention of any cognizable offence 

against the passengers and will also be legally empowered to apprehend any person who is 
involved in such offences. 

With the introduction of amendment in RPF and Railways Act, RPF has been vested with 

the powers to investigate in Railways Act cases. RPF has accepted the challenge and 1286 

important passenger trains have been provided with RPF escorts over Indian Railways 

 

PARTICULARS OF ORGANIZATION, FUNCTION AND DUTIES 

 

Railway Protection Force is constituted and maintained by the Central Government as 
an Armed Force of the Union for the better protection and security of Railway property. This 
Force is constituted as per Section - 3 of RPF Act, 1957 (Amended 1985 & 2003). 

 

Organizational set up of zonal railway: 

 

1. For the purpouses of the act, a unit of the force shall be distributed over each zonal railway 
including railway establishments and other railway areas served by that zonal railway. 
 

2. The head of the Security Department in each zonal railway shall be a Chief Security 
Commissioner and the entire unit of the Force posted on that Railway (including railway 
establishments located on that railway) shall be under his command, supervision and 
administration.  
 
 

3. A Chief Security Commissioner shall be assisted at his headquarters (hereinafter referred to as 

the Security Commissioner) by such number of Superior officers and enrolled members of the 
Force as may be appointed from time to time to look after the work of administration 
including personnel matters, crime and special intelligence, fire, prosecution, stores, reserve 
companies, training and claims prevention.  

 

 

 
 



17 
 

ORGANIZATIONAL SETUP OF ZONAL RAILWAYS 
 

1. The head of the Security Department in each zonal railway shall be a Chief Security 
Commissioner and the entire unit of the Force posted on that Railway (including railway 
establishments located on that railway) shall be under his command, supervision and 
administration.   

2. A Chief Security Commissioner shall be assisted at his headquarters (hereinafter referred to as 
the Security Commissioner) by such number of Superior officers and enrolled members of the 
Force as may be appointed from time to time to look after the work of administration 
including personnel matters, crime and special intelligence, fire, prosecution, stores, reserve 
companies, training and claims prevention.  
 

3. The head of the Security Department in each zonal railway shall be a Chief Security 
Commissioner and the entire unit of the Force posted on that Railway (including railway 
establishments located on that railway) shall be under his command, supervision and 
administration. 

4. A Chief Security Commissioner shall be assisted at his headquarters (hereinafter referred to as 
the Security Commissioner) by such number of Superior officers and enrolled members of the 

Force as may be appointed from time to time to look after the work of administration 
including personnel matters, crime and special intelligence, fire, prosecution, stores, reserve 
companies, training and claims prevention 
 

ORGANIZATIONAL SET UP IN THE DIVISION 

 

1. 1 The Force on each zonal railway shall be further distributed over divisions railway 
establishments. 
 
 

2. Each division or railway establishment shall be headed BY A divisional Security Commissioner, 
who shall be assisted by such number of other superior officers and enrolled members of the 
Force as may be appointed from time to time.   

3. For operational purposes, a division may be divided in to sub-divisions each under the charge 
of a superior officer.   

4. A division or sub-division shall consist of one or more static posts and mobile companies 
organized in the manner specified in sub-rules (2) and (3) or rule 17 
 

5. Each Post or a company shall be under the charge of an officer not below the rank of an 
Inspector who may be assisted by such number of enrolled members of the Force as may be 
determined from time to time by the Chief Security Commissioner.   

6. A static post or a mobile company may have one or more out-posts or detachments attached 
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to it, each headed by an officer not below the rank of sub-Inspector and comprising of such 
number of other enrolled members of the Force as may be determined by the Chief Security 
Commissioner. 
 

7. A fire station shall be headed by an officer nor below the rank of a sub inspector and consists 
of such number of other enrolled numbers of the force as may be appointed from time to time 
for fire fighting and fire prevention. 

 

BRANCHES OF THE FORCE ON A ZONAL RAILWAY 

 

1 Force deployed on each zonal railway shall consists of the following three branches, 
namely:-  

(a) Executive Brach 
 

(b) Prosecution Branch, and   

(c) Fire service branch  
2 These branches shall consists of such number of superior officers and other enrolled 

members of the Force as may be determined by the Chief Security Commissioner with 
the approval of the Director-General.   

3 The enrolled members in the respective branches of the Force, who are under the 
administrative control of the Chief Security Commissioner shall from a separate cadre in each 
such branch for the purposes of fixation of seniority.   

4 No enrolled member of the Force shall be eligible for transfer from one branch to 
another except for filling up of vacancies of and below the rank of Assistant Sub-Inspector in 
the Prosecution branch:   

 Provided that it is intended to transfer an enrolled member permanently from one 
branch to another, the approval of the Director-General Shall invariably obtained. 

 

Executive Branch:- 

 

1. The Executive Branch shall consist of five wings, namely:-  
(i) Static Wing   

(ii)Mobile Wing  

(iii)Crime Wing  
 

(iv)Special Wing and  
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(v)Stores Wing 

 

2 The static Wing shall be organized on a Post pattern comprising of such number or 
enrolled members of the Force as may be needed for ensuring better protection and security 
of railway property and combating crimes against it.  

3 The Mobile Wing, organized Wing, organized on such company pattern as may be 

decided by the Chief Security Commissioner concerned, shall preliminary perform the duties 

other than those required to be performed by the static wing under sub-rule 2, especially 

those having inter post ramifications. 

 

4 Crime Wing shall function as a specified squad for collection and collation of information 

pertaining to criminals prying on railway property detection of crime, inquires into difficult 

cases having wider ramifications arrest of criminals and their prosecution. The chief security 

commissioner may attach some enrolled members of the force working in this wing of his 

security commissariat as also the dog squad and handlers to each division. Control over such 

staff shall be shared functionally between the division and the security commissariat as may be 

ordered by chief security commissioner. 

 
5 The Chief Security Commissioner may deploy enrolled members of the Force working in 

special Wing of his Security Commissariat in the divisions for collection of intelligence affecting 

the security and functioning of the railways. All the members of the branch shall function 

directly under the control of the Chief Security Commissioner through the immediate 

supervision and control of a superior officer incharge of Special Wing at his commissariat. 

Intelligence requiring immediate attention and action of the part of the division shall be 

passed on directly to the Divisional Security Commissioner by the unit deployed in that 

division.  

6 The Stored Wing shall look after and cater to the requirements of the Force for uniform 

accoutrements, arms, ammunition, equipment and other stores items. This Wing shall also 

arrange for condemnation of unserviceable articles and their disposal. The Chief Security 

Commissioner may attach some enrolled members of the Force working in this Wing to each 

division who may work under the control of the Divisional Security Commissioner 

 

Prosecution Branch 

➢ The Prosecution branch on each zonal railway shall have a separate cadre of Inspectors 

and Sub-Inspectors who are appointed as public Prosecutors and Assistant Public Prosecutors 

respectively.  

➢ Other members of the branch shall be drawn from Executive branch where they shall 
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retain their respective seniority of their parent cadre while posted in this branch.  

➢ The Chief Security Commissioner may attach enrolled members of the Force working in 

the Prosecution branch with the divisions. Control over the staff shall be shared functionally 

between the division and the Security Commissariat may be ordered by the Chief Security 

Commissioner.  

 

Security Control Room: 

1 A Security Control Room shall be set-up at the headquarters of the Director- General, 

Chief Security Commissioner and the Divisional Security Commissioner.  

2 It shall function round the clock and be manned by such members of the Force as may 

be appointed to it from time to time 

3 All information necessary for exercising constant vigil on the incidences and patter of 

crime and the areas endemic to such crime are for any other our purpose shall be promptly 

corrected by the security control  room and swiftly disseminated to the authorities specified in 

this be half on the respective functionaries listed in sub rule (1) above.  

1) In particular, any occurrence 

(a) Which is a ‘Special report’ or Special Occurrence’ case as defined in rules 229 and 230 or 

which is of unusual or of striking nature either in itself or because of its modus operandi;  

b)  Which involves destruction of or damage to railway property or of overhead traction or 

is a case of mischief by fire within railway premises;  

c) Which is a case of suspected sabotage or tampering with track or any other manner has 

affected the movement of railway property or the Security and functioning of the railways.  

d) In which a member of the Force or a railway employee on duty has been assaulted or 

arrested or has opened fire;  

e) In which railway property exceeding the value, to be fixed by the Director General, has 

been recovered or in which any other important case has been detected;  

f) Which is likely to provoke reprisal from commuters and others;  

g) Which is likely to arouse interest of or criticism from railways users; and  

h) Which otherwise appears important to the Security Control Room, shall invariably be 

reported.  

 

 

FUNCTIONS AND DUTIES OF ENROLLED MEMBER OF THE FORCE 

 

1. The primary functions of the enrolled members of the Force shall be- 
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(a) to protect and safeguard railway property, passenger & passenger area and to combat 

crime against it;  

(b) to do any other act conducive to better protection and security of railway property, 

passenger & passenger area ;  

(c) to remove any obstruction in the movement of railway property or passenger area ; and  

(d) to perform other functions of an armed force of the Union and to exercise powers of a 

railways servant as conferred by or under the Indian Railways Act, 1980.  

other functions 
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CHAPTER- III 

COMPANY PROFILE 
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  Company profile 

South Central Railway zone. 

South Central Railway was formed on 02-10-1966 when Hubli and Vijayawada 
Divisions of Southern Railway and Sholapur and Secunderabad Divisions of Central 
Railway were carved out and merged into a new Zone. Subsequently, Guntakal 
Division of Southern Railway was merged with South Central Railway on 02-10-
1977 and Sholapur Division was remerged with Central Railway.  Secunderabad 
Division was split into two Divisions viz. Secunderabad and Hyderabad on 17-02-
1978. Following reorganisation of zones and Divisions with effect from 01-04-2003, 
two new Divisions viz., Guntur and Nanded were operationalised duly transferring 
Hubli Division to newly formed South Western Railway. 

BRIEF HISTORY: 

The first train in the world was run between Stockton and Darlington in England in 1825. In 

1844, R.M. Stephenson submitte a propsal to East India Company to start the Railway 

system in India and it was accepted. The first contract was given to East Indian Railway 

Company in 1849. Later, great Indian peninsular Railway Company and other companies 

were given similar contracts in different parts of India.  The first train ran on 16th April 

1853 from Porbunder to Thane followed by the second from Howrah to Hoogly on 15th 

August 1854. 

The development in Railways in India has passed through various phases which are broadly 

as under: 

1) Guarantee System   -  1849 – 1869 

2) State Construction   -  1869 – 1882 

3) Modified Guarantee   -  1882 – 1924 

4) Nationalisation   -                1924 – 1948 

5) Integration and Regrouping  -  1948 – 1951 

6) Era of Planning   -         1951 onwards 
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RAILWAY'S MANAGEMENT: 

 Initially, the Board of Directors in England had an agent in India for supervision and 

control over the companies. The Government appointed advisory engineers and auditors.  In 

1855, Railways were placed under Public Works Department. A railway branch was 

organized under PWD in 1869 and a State Railway Directorate in 1874.  Ultimately, the 

Railway Board was organized in 1905. The separate Ministry of Railways was formed after 

independence. 

 

RAILWAY BOARD: 

 Railway Board is the apex executive body which administers, directs ad supervised 

the functioning of the Railway system. The Board functions under the Minister for Railways 

and is headed by the Chairman, who is equivalent to Principal Secretary to Government of 

India. The other members are (1) Financial Commissioner, (2) Member Staff, (3) Member 

Traffic, (4) Member Mechanical, (5) Member Engineering and (6) Member Electrical.  The 

Board has several directorates.  Major directorates are headed by an Advisor. Health 

Services and RPF directorates have Director Generals. They are assisted by Executive 

Directors, Directors, Joint Directors etc. 

 

VISION 
 
To be a leading organization in the field of development, redevelopment, operation and 

maintenance of railway stations with passenger amenities of international standards. 

MISSION 

To develop self-sustainable railway stations in the country with high standards of safety, 

comfort, user friendly passenger amenities, value added services and efficiency by adopting the 

best technological practices, sound financial strategy an optimum utilization  of resources. 
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Table - 1 

Particulars of gauge wise length of Railways lines in India.     

In additional zonal railways cited above the following production units and projects are 

functioning directly under the control of Railway Board. 

Integral Coach Factory                                           - Chennai 

Chittaranjan Loco Motive Works                           - Chittaranjan 

Diesel Locomotive Works                                         - Varanasi 

Rail Wheel Factory                                                     - Bengaluru 

Railway Coach Factory.                                               - Kapurthala 

Diesel Loco Modernization Works                               - Patiala 

 Rolling stock companies of Steam Engines diesel and electric & Diesel hydraulic 

Engines stationed at various loco sheds 

In Southern Railways, we have following the Diesel Shed & Electric Sheds.  

 Erode Diesel Sheds, Golden Rock (Work Shop), Krishnarajpuram (Bangalore)  

 Electrical Shed  : Arakonam.  

 South Central Railway : Kazipet, Guntakal, Moula-Ali 

 Electrical Shed  : Vijayawada, Lalaguda 

 Manufacturing units for diesel locomotives at Varanasi (Diesel Locomotive 

Workshop) for Electrical (ChittaranjanB7  Locomotives Workshop) and ICF for coaches 

(Integral Coach Factory), Kapurthala coaches manufacturing Railway Wheel factory at 

Bangalore. 
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RAILWAY ADMINISTRATION: 

The Ministry of Railway functions under the guidance of the minister of Railways, assisted 

by the Minister of State for Railways. The day-to-day affairs and formulation of policy are 

managed by the Railway Board comprising of a Chairman, five other function members and 

a financial commissioner. The chairman of the Railway Board is the ex-officio Principal 

Secretary and each of the other fine functional members are the ex-officio Secretaries to 

the Government of India. 
 Divisions of South Railway 

Presently S.C. Railway has 6 Divisions, viz, Secunderabad, Hyderabad, 
Vijayawada, Guntakal, Guntur and Nanded.  South Central Railway predominantly 
serves the state of Andhra Pradesh, Telangana and Maharashtra and to a limited 
extent, portions of Karnataka, Tamilnadu & Madhya Pradesh states. 

 

  

 

 

  
 

1. Number of Divisions 06 
2. Number of States covered 06 
3. Number of stations 704 
4. Originating Earnings 2016-17 (` in crores) 12140.69 
5. Apportioned Earnings 2016-17 (`  in crores) 14583.73 
6. No.of Originating Passengers 2016-17  (in millions) 375.790 

7. Originating Loading 2016-17 (in million Tonnes) 96.83 
8. Operating Ratio  2016-17 86.36 
9. Punctuality 2016-17 (in percentage) 96 

10. Number of passenger Trains run daily: 

Mail Express trains 
 
 Passenger Trains          

MMTS Trains 

736 

261  
 

357 
 

118 
11. Staff Strength Sanctions        Actual 

98,594       83,683     
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2. Division-wise Route & Running Kilometerage (as on 30-06-2012): 

Division BroadGuage MeterGuage Total 

Route Running Route Running Route Running 

Secunderabad 1490.859 2277.422 -- -- 1490.859 2277.422 

Vijayawada 958.926 1642.160 -- -- 958.926 1642.160 

Guntakal 1451.641 2123.861 -- -- 1451.641 2123.861 

Guntur 629.516 660.992 - -- 629.516 660.992 

Hyderabad 651.614 678.434 -- -- 651.614 678.434 

Nanded 809.865 825.805 175.930 175.930 985.795 1001.735 

Total 5992.421 8208.674 175.930 175.930 6168.351 8384.604 

3.     Division-wise Route & Running Kilometerage (as on 31.03.2019): 

           

 

 

 

 

 

 

 

 

 

 

Division BG MG Total 
Route Running Route Running Route Running 

Secunderabad 1551.352 2345.770 -- -- 1551.352 2345.770 
Vijayawada 964.212 1659.480 -- -- 964.212 1659.480 
Guntakal 1451.641 2145.400 -- -- 1451.641 2145.400 
Guntur 629.516 660.992 -- -- 629.516 660.992 
Hyderabad 651.614 678.434 -- -- 651.614 678.434 
Nanded 809.865 849.225 175.930 175.930 985.795 1025.155 

Total 6058.200 8339.301 175.930 175.930 6234.130 8515.231 
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4.     State-wise Route Kilometerage (as on 31.03.2019):Broad Gauge / Metre Gauge: 

State BG MG Total % w.r.t. 

Total Track 
km 

Andhra Pradesh 2844.544 - 2844.544 45.628 
Telangana 1822.682 - 1822.682 29.237 
Maharashtra 996.945 105.750 1102.695 17.688 
Karnataka 387.169 - 387.169 6.210 
Madhya Pradesh - 70.180 70.180 1.125 
Tamilnadu 6.860 - 6.860 0.110 

Total 6058.200 175.930 6234.130 
 

(ii)     Single Line/Double Line/Triple Line: 

State Triple Line Double Line Single Line TOTAL 
Andhra Pradesh 6.760 1266.039 1571.745 2844.544 
Telangana 35.727 657.573 1129.382 1822.682 
Maharashtra - 78.190 1024.505 1102.695 
Karnataka - 189.960 197.209 387.169 
Madhya Pradesh - - 70.180 70.180 
Tamil Nadu - - 6.860 6.860 

Total 42.487 2191.762 3999.881 6234.130 

 

 

5.      Electrified Lines (as on 31.10.2019):State Wise: 

State Route Km TOTAL 
Electrified Non-Electrified 

Andhra Pradesh 2344.808 582.180 2926.988 
Telangana 996.656 826.026 1822.682 
Maharashtra 73.320 1029.375 1102.695 
Karnataka 192.792 194.377 387.169 
Madhya Pradesh 0.000 70.180 70.180 
Tamil Nadu 6.860 0.000 6.860 

Total 3614.436 2702.138 6316.574 
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Vijayawada railway division 

It was formed as one of the eight divisions in Southern Railway on 16 May 1956. After 
the formation of South Central Railway zone, the division was integrated into it on 2 
October 1966.[3] 

On 27 February 2019, This division was integrated with South Coast Railway 
zone with Visakhapatnam as its headquarters 

The division is located completely in the state of Andhra Pradesh. It has a broad 
gauge route of 957.23 km (594.80 mi) and a running track of 1,646.72 km 
(1,023.22 mi). It has a total electrified route of 733.25 km (455.62 mi) and a total 
track of 1,928 km (1,198 mi).[4] The present Divisional Railway Manager is 
P.Srinivas. 

 

Vijayawada Railway division 

Reporting mark BZA 

Locale Andhra Pradesh, India 

Dates of operation 16 May 1956 

(63 years ago)– 

Predecessor Southern Railways 

Track gauge 5 ft 6 in (1,676 mm) 

Previous gauge Metre 

Length 958.926 kilometres (595.849 mi) 

Headquarters Vijayawada 

Website www.scr.indianrailways.gov.in 

https://en.wikipedia.org/wiki/South_Central_Railway_zone
https://en.wikipedia.org/wiki/Vijayawada_railway_division#cite_note-division-3
https://en.wikipedia.org/wiki/South_Coast_Railway_zone
https://en.wikipedia.org/wiki/South_Coast_Railway_zone
https://en.wikipedia.org/wiki/Visakhapatnam
https://en.wikipedia.org/wiki/Broad_gauge
https://en.wikipedia.org/wiki/Broad_gauge
https://en.wikipedia.org/wiki/Vijayawada_railway_division#cite_note-general_info-4
https://en.wikipedia.org/wiki/Reporting_mark
https://en.wikipedia.org/wiki/Andhra_Pradesh
https://en.wikipedia.org/wiki/India
https://en.wikipedia.org/wiki/Track_gauge
https://en.wikipedia.org/wiki/Vijayawada
http://www.scr.indianrailways.gov.in/


30 
 

 

The below table shows the revenue and serving traffic of both passenger and freight 
from 2017–18 financial year. 

 

 

 

 

 

 

 

 

 

 

 
 

Awards and achievements 

• The office of the Vijayawada Divisional Regional Manager was awarded the certified 
by the National Energy Conservation Award (NECA)-2013 based on the steps taken 
on energy efficiency.[21] It also won 19 of 58 shields based on its performance in 
2013. 

• During the 64th Railway week, the division was awarded General Manager's 
Efficiency and 11 other awards. 

• Vijayawada railway station was awarded Green Railway Stations 
Certificate by Indian Green Building Council (IGBC), which secured 71 points out of 
100 

 

 
 

 

 

 

 

 

 

Revenue 
(in million rupees) 

2017–18 2018–19 

Freight 26465.0 39652.9 

Passenger 9823.4 10422.3 

Gross 
(includes sundry / 
other revenues) 

37480.5 51,370.0 

https://en.wikipedia.org/wiki/Vijayawada_railway_division#cite_note-21
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CONCEPTUAL  ASPECTS  OF  FINANCIAL  STATEMENT ANALYSIS  

 

          Financial statement are used in corporate business houses refer to a set of reports and 

schedules, which an accountant prepares at the end of the period of time for a business 

enterprise. The financial statements are the means with the help of which the accounting 

system perform it’s main function of providing summarized information about the financial 

affairs of the business. These statements comprise balance sheet and profit and loss account or 

income statement . In India every company has to present it’s financial statements in the form 

and contents as prescribed under section 211 of the companies act ,1956. 

 

ANALYSIS  OF  FINANCIAL  STATEMENT 

 

        Financial analysis is to determine the significant operating and financial characteristics of a 

firm from accounting data. It is a technique typically devoted to evaluate the past, current and 

projected performance of a business firm. Financial analysis is an attempt to determine their 

significance and meaning of financial statement data so that forecast may be made of the 

future prospect’s for earnings, ability to pay interest and debt maturities and profitability. 

 

        Published financial statements are the only source of information about the activities and 

affairs of a business entity available to the public, shareholders, investors and creditors and the 

government. These various groups are interested in the progress. Position and prospect’s of 

such entity in various ways. But these statements however correctly prepared, by themselves 

do not reveal the significance , meaning and relationship of information contained there in. For 

this purpose, financial statements have to be carefully studied, dispassionately analyzed and 

intelligently interpreted. 

 

        Financial analysis results in the presentation of information by arranging financial 

statement data in a systematic manner that aids business managers, investors, and financial 

statement can provide valuable insights into a company’s performance. 
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OBJECTIVES OF FINANCIAL ANALYSIS: 

1. To estimate the earning capacity of the firm. 
2. To gauge the financial position and financial performance of the firm. 
3. To determine the long- term liquidity of the funds as well as solvency. 
4. To determine the debt capacity of the firm. 
5. To decide about the future prospect’s of the firm’s. 

 

TYPES OF FINANCIAL STATEMENT ANALYSIS 

             A distinction may be drawn between various types of financial analysis and it may be as 

under: 

According to the nature of the analyst and the material used by him 

 

External analysis 

            It is made by those who do not have access to the detailed record of the company. The 

group, which has to depend almost entirely on published financial statement, includes 

investors, credit agencies and government agencies regulating a business in nominal way. 

 

Internal Analysis  

The internal analysis is accomplished by those who have access to the books of accounts and all 

other information related to business. While conducting this analysis. The analyst is an apart of 

the enterprise he is analyzing. Executives and employees of the enterprise conduct it. 

 

According to the Modus Operandi of analysis 

Horizontal analysis 

When financial statements for a number of years are reviewed and analyzed. The analysis is 

called Horizontal analysis. As it is based on data from year to year rather than on one date 

period of time as a whole this is also known as Dynamic Analysis. 
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Vertical Analysis 

         It is frequently used for referring to ratios developed for one date or for one accounting 

period. It is also called Static Analysis. This is not very conductive to proper analysis of the firm’s 

financial position and it’s interpretation, as it does not enable to study data in perspective. 

According to the objective of analysis 

 

Long term analysis 

       This analysis is made in order to study the long- term financial stability, solvency and 

liquidity as well as profitability and earning capacity of a business. The objective of this analysis 

is to know whether the firm will be able to earn a minimum amount, which will be sufficient to 

maintain a reasonable rate of return on the investment. 

 

Short term analysis 

           This analysis is made to determine the short term solvency stability liquidity and earning 

capacity of the business. The requirement or not and sufficient borrowing capacity to meet 

contingencies in the near future. 

 

Parties  Interested  In  Financial  Analysis  

 

Financial analysis is the process of identifying the financial strengths and weaknesses of the 

firm by properly establishing relationships between the items of the balance sheet and the 

profit and loss account financial analysis can be undertaken by management of the firm or 

parties outside the firm, viz. owner’s creditors, investors and other’s. 

Financial Executives 

The first party interested in the financial analysis in the finance department of the business 

concern who have a deep insight into the financial condition of the enterprise and a view of the 

past performance which helps in future decisions making. 
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Management 

The management of the concern is also interested in the analysis of the statements because it 

helps them in reaching conclusions regarding the overall operation of the business. The 

management is interested on every aspect of the financial analysis it is there overall 

responsibility to see that the resources of the firm are used most affectively and efficiently and 

the firm’s financial position is  sound. As such return on analysis is very important for them. 

 

 

Creditors 

          Creditors also evaluate the financial statements and on the basic of these financial 

statements they come about the credit worthiness of the business enterprise and chosen to 

extend maintain or restrict credit. Creditors will be interested to give credit for those business 

enterprise having sound financial position and having capable of being repayment of their 

credit. Some of the aspects of enterprise operations that are of interest of the creditors are 

liquidity of funds soundness of the financial structure, profitability of the operations 

effectiveness of working capital management etc. The bankers and trade creditors of a business 

enterprise are interested in its cash generation and credit worthiness. They want to assess 

whether the enterprise will as interest payments due as per agreed schedules. They get all this 

information from the analysis of balance sheet and income statement of the company. 

 

Suppliers of the long- term debt  

      On the other hand are concerned with firm’s long- term solvency and survival. They analyze 

the firm’s profitability overtime , it’s ability to generate cash to be able to pay interest and 

repay principal and the relationship between various sources of funds. Long- term creditors do 

analyze the historical financial statements. But the place more emphasis on the firm’s projected 

or Performa financial statement to make analysis about its future solvency and profitability. 

 

Investors 

Investors present as well as prospective are interested in the measurement of earning capital of 

securities. Every investor has the tendency to get fair return on her investment. Investors have 

been increased concerned with the cash generation capability of an enterprise primarily in 

terms of the flexibility availability to such enterprises to acquire other business and new assets 
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on an advantageous basis for this purpose each cash flow analysis and fund flow analysis are 

very useful. 

 

 

Government 

 The financial statements are used to assess the tax liability of business enterprise. The 

government studies economic situation of the country from these statements enables the 

government to find out whether business is following various rules and regulations or no. 

Bankers 

      The banker is interested to see that the loan amount is secure and the customer is also able 

to take the interest regularly. The banker will analysis the balance sheet to determine financial 

strengths of the concern and profits and loss account will also be studied to fine out the earning 

position. 

       The information provided by the analysis and interpretation of various financial statements 

is important and useful to those groups also that are interested in working of the business due 

to one or other motive. 

 

 

Importance of financial analysis 

 

Financial analysis is very important for the management, shareholders creditors, investors and 

general public. Following are important points in this regard: 

1. It simplifies summarizes and systematizes a long array of accounting figures which prove 
very useful to the interested parties as it helps them in arriving at valuable decision. 

2. Financial analysis is invaluable aid to the management in discharge of its basic function 
of forecasting , planning , coordination communication and control. 

3. It identifies the financial health of enterprise by evaluating important aspects of business 
like liquidity , solvency , profitability , capital gearing etc.. Such an evaluation enables 
conclusion to be drawn regarding financial health of business. 

4. The process of analyzing financial statements involves the preparation and interpretation 
of meaning devices the data become easy to establish it’s relationship and other data can 

be easily ranked in terms of its relative significance. 
5. Without analysis of financial statements it is impossible to interpret the financial 

statement figure. Therefore interpretation requires analysis. 
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6. Owing to the increasing demand for analytical information by business executives 
bankers and other it is necessary to have analysis interpretation of financial and operating 
data. 

       The financial statements are a mirror , which reflect the financial position and operating strength or 

weakness of the business enterprise. 

 

 

PROCEDURE OF ANALYSIS 

 

The process of analyzing financial statements involves the rearranging , comparing and 

measuring the significance of financial and operating data interpretation . which follows 

analysis is an attempt to logical conclusion regarding the position and progress of the business 

on the basis of analysis. 

 

The procedure may be as under: 

1.   Deciding upon the extent of analysis: 

    The depth object and extent of analysis have to be determined so that the scope of the 
analysis. Tool of analysis and the amount and quality of financial data required could be 
determined. 

2.    Going through the financial statement:  

Before analyzing and preparing any statement or composing financial ratios. It is 
necessary to go through the various financial statement of the firm. 

3.     Collection of necessary information: 

Other useful information that cannot be revealed from financial statement but is useful 
for analysis has to be collected from management. 

4.     Rearranging of financial data: 

      The data available has to be rearranged in useful manner before analysis and 
interpretation. 

5.      Analysis: 

        In this step the actual analysis is made for which any technique such as comparative 
financial statements, trend analysis, ratio analysis and cash flow statement. Statements of 
change in working capital etc. can be used. 

6.   Interpretation: 
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     After analysis interpretation is done and conclusions are drawn. These interpretations 
are of vital importance to the management , shareholders workers etc. To known the 
relative worth it the company. 
     Thus analysis and interpretation of financial statements are regarded as complimentary 
to each other. 
 
 
TOOLS OF FINANCIAL ANALYSIS 
             The analysis  of financial statements consists of relationship and trends, top 
determine whether the financial position of the company is satisfactory or not. The 
analytical methods or devices, listed below are used to ascertain or measure the 
relationships among the financial statements items.  
             Analytical methods and devices used in analyzing financial statement are as 
follows: 
 

1. Comparative financial statements. 
2. Commonsize financial statements. 
3. Trend analysis. 
4. Ratio analysis. 
5. Cash flow statement. 
6. Funds flow statement. 

 

COMPARATIVE FINANCIAL STATEMENTS: 

              Statements prepared in a form that reflects financial data for two or more periods are 

known as Comparative Statements. Financial data become more meaningful when compared 

with similar data for a previous period or a number of prior periods. Annual data can be 

compared with similar data for prior year. Comparative statements can be prepared for both 

types of financial statement balance sheet as well as profit and loss account. The comparative 

balance sheet shows the effect of operations on the assets and liabilities i.e., Change in the 

financial position during the period under consideration. The comparative profit and loss 

account will present a review of operating activities of the business. 

              These financial statements are so designed as to provide time perspective to the 

various elements of financial positions contained therein. These statements given the data for 

all the periods stated so as to show:  

1. Absolute money values of each time separately for each item separately for each of the 
period stated. 

2. Increase and decrease in absolute data in terms of money values. 
3. Increase and decrease in terms of percentage. 
4. Comparison expressed in ratios. 
5. Percentage of totals. 
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         Such comparative statements are necessary for the study of trends and direction of 

movement in the financial positions and operating results. These calls for a consistency in the 

practice of preparing these statements, otherwise comparability mat are distorted. 

Comparative statements enable horizontal analysis of figures. 

 

Comparative income statements 

            The income statement discloses net profit or net loss on account of operations. A 

comparative income statement will show the absolute fingers for two or more periods, the 

absolute change from one period to another shown in terms of percentages. The figures for 

two or more periods are shown side so that reader van quickly ascertain whether sales have 

increased or decreased, whether cost of sales has increased or decreased etc. 

Comparative balance sheet 

              The Comparative balance sheet shows the different assets and liabilities of the firm on 

different dates to make comparison of balances from one date to another. The Comparative 

balance sheet has two columns for data of original balance sheet. A third column is used to 

show change ( increase\decrease) in figures. The fourth column may be added for giving 

percentages of  increase or decrease. 

        While interpreting Comparative balance sheet the interpreter is expected to study the 

following aspects: 

1. Current financial position and liquidity position. 
2. Long- term financial position. 
3. Profitability of the concern. 

 

1. For studying current financial position or liquidity position of a concern one should 
examine the working capital in both the years . Working capital is the excess of current 
assets over liabilities. 

2. For studying the long- term financial position of the concern, one should examine the 
changes in fixed assets, long- term liabilities and capital. 

3. The next aspect to be studied in a comparative balance sheet is the profitability of the 
concern. The study of increasing or decreasing in profit will help the interpreter to 
observe whether the profitability has improved or not. 

 

          After studying various assets and liabilities, an option should be formed about the 

financial position of the concern. 
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COMMONSIZE FINANCIAL STATEMENTS 

           Comparative statements that give only the vertical percentage of ratios for financial data 

without giving rupee values are known as Commonsize financial statements. They are also 

known as 100% statements. A commonsize statement shows the relation of each component to 

the whole. It is useful in vertical financial analysis and comparison of two business enterprise at 

a certain date. 

           In a commonsize balance sheet, total of assets or liabilities is taken as 100 and all the 

figures are expressed as percentage of the total. Comparative common size balance sheets for 

different periods help to highlight the trends in different items. If it is prepared for different 

firm’s in an industry it facilities to judge the relative soundness and help in understanding their 

financial strategy. 
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COMPARATIVE BALANCE SHEET OF SOUTH CENTRAL RAILWAYS  

FOR THE YEAR 2014-15 

Particulars 2014 2015 Increase/Decrease Percentage 

Equity and Liabilities  
1.Sharehoersfund 

(a)share 
capital 

400000000 400000000 - - 

(b)reserves 
and surplus 

14594800 34369070 19774270 4.7 

2.non current liabilities 

(a)long-term 
liabilities 

- 50000 50000 - 

(b)long-term 
provisions 

- - - - 

  50000 50000 - 

3.currentliabilities 

(a)trade 
payables 

8418454 4363310 -4055144 -48.1 

(b)other 
current 
liabilities 

1481090 5304707 3823617 258.1 

(c)short term 
provisions 

9057852 9055373 -2479 -0.027 

 18957396 18723390 -234006 -1.2 

Total Equity 
and 
Liabilities: 

433552196 453142460 19590264 4.5 

Assets 
Non current assets 

(a)fixed 
assets 

    

(I)tangible 
assets 

961674 1007757 46083 4.7 
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Interpretation: From the above table. 

The Comparative balance sheet of 2014-2015 clearly shows that the net worth of the 

organization has 4.7%. The value of fixed assets is 43.5% on the other hand the long- term 

liabilities value is 0%. This shows that the company is not having liquidity position as of the 

current assets decreased by7.2% 

 

 

(ii)intangible 
assets 

- - - - 

(iii)intangible 
assets under 
development 

97142444 141304257 44161813 45.4 

(b)non 
current 
investment 

- - - - 

(c)deferred 
tax assets 

1602632 893131 -709501 -44.2 

(d)long-term 
loans and 
advances 

418600 550505 131905 31.5 

(e)other non 
current 
assets 

261327 362136 100809 38.5 

 100386677 144117786 43731109 43.5 

Current assets 

(a)current 
investment 

- - - - 

(b)inventories - - - - 

(c)trade 
receivables 

- - - - 

(d)cash and 
bank balance 

310706801 282547589 -28159212 -9 

(e)short term 
loans and 
advances 

4405085 9814081 5408996 122.7 

(f)other 
current 
assets 

18053633 16663004 -1390629 -7.7 

 333165519 309024674 -24140845 -7.2 

Total 433552196 453142460 19590264 4.5 
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Comparative Balance Sheet 2015-2016 

 

Particulars 2015 2016 Increase 
/Decrease 

Percentage % 

Equity and Liabilities 
1.Shareholders fund  

(a)share capital 400000000 400000000 - - 

(b)reserves and 
surplus 

34369070 45820848 11451778 33.3 

2.non current liabilities 

(a)long-term 
liabilities 

50000 - -50000 -100 

(b)long-term 
provision 

- - - - 

3.current 
liabilities 

    

(a)trade payables 4363310 5383759 1020449 23.3 

(b)other current 
liabilities 

5304707 5441630 136923 2.5 

(c)short term 
provisions 

9055373 18110411 9055038 99.9 

 18723390 28935800 10212410 54.5 

Total Equity and 
Liabilities: 

453142460 474756648 21614188 4.7 

Assets 
1.non current assets: 

(a)fixed assets     

(i)tangible assets 1007757 713093 -294664 -29.2 

(ii)in tangible 
assets 

- - - - 

(iii)in tangible 
assets under 
development 

141304257 203989491 62685234 44.3 

(b) non current - - - - 
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investment 

(c)differed tax 
assets (net) 

893131 446565 -446566 -50 

(d)long- term 
loans and 
advances  

550605 520178 -30427 -5.5 

(e)other non 
current assets 

362136 289801 -72335 -19.9 

 144117786 205959128 61841342 42.9 

 2.Current assets 

(a)current 
investment 

- - - - 

(b)investories - - - - 

(c)trade 
receivables 

- - - - 

(d)cash and bank 
balance 

282547589 238268643 -44278946 -15.6 

(e)short term 
loans and 
advances 

9814081 18801426 8987345 91.5 

(f)others current 
assets 

16663004 11727451 -4935553 -29.6 

 309024674 268797520 40227154 13 

Total Assets 453142460 474756648 21614188 4.7 

 

Interpretation:  From the above table. 

Current assets increased by 13% but current liabilities were increased by 54.5% This shows that 

the company is not having the liquidity position of the company.  Reserves were increased by 

33.3%  
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Comparative Balance Sheet 2016-2017 

Particulars 2016 2017 Increase/Decrease Percentage 
Assets 

1.non current 
assets 

    

(a)property, 
plant and 
equipment 

7.13 6.93 -0.2 -2.8 

(b)other 
intangible 
assets 

- - - - 

(c)intangible 
assets under 
development 

2039.89 2170.99 131.1 6.4 

(d)financial 
assets 

    

(i)loans 5.20 3.06 -2.14 -41.1 

(ii)others 2.52 1.96 -0.56 -22.2 

(e)deferred tax 
assets 
 

4.46 
2059.20 

0.50 
2183.44 

-3.96 
124.24 

-88.7 
6 

2.current assets 

(a)financial 
assets 

    

(i)cash and 
cash 
equivalents 

415.20 408.67 -6.53 -1.5 

(ii)Bank 
balance other 

1967.49 1717.95 -249.54 -12.6 

(iii)loans 1.84 1.80 -0.04 -2.1 

(iv)other 119.73 72.22 -47.51 -39.6 

(b)current tax 
assets 

10.27 23.57 13.3 129.5 

 (c)other 
current assets 

0.22 53.17 52.95 240.68 

 2514.75 2277.38 -237.37 -9.4 

Total assets 4573.95 4560.82 -113.13 -2.4 

Equity and liabilities 

1.equity     
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(a)equity share 
capital 

4000.00 4000.00 - - 

(b)other equity 458.20 4.30 -453.9 -99 

2.liabilities     

(a)financial 
liabilities 

    

(i)other 
financial 
liabilities 

- 3.45 3.45 345 

(b)other non 
current 
liabilities 

- 1.22 1.22 122 

 - 4.67 4.67 467 

3.current liabilities 

(a)financial 
liabilities 

    

(i)trade 
payables 

17.54 244.77 227.23 1295.4 

(ii)other 
financial 
liabilities 

58.56 138.95 80.39 137.2 

(b)other 
current 
liabilities 

6.36 68.13 61.77 971.2 

(c)current tax 
liability 

33.29 - 33.29 100 

 115.75 451.85 336.1 290.3 

Total equity 
and liabilities 

4573.95 4460.82 -113.13 -2.4 

 

Interpretation: From the above table. 

Current liabilities have increased to 290.2% and current assets have decreased by 9.4%. Cash 

and cash equivalents have decreased by 1.5% and the bank balance of the company has 

decreased by 12.6%. This clearly shows that the company is not in a good financial position. 
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Comparative Balance Sheet  2017-2018 

Particulars 2017 2018 Increase/Decrease Percentage 
Assets     

1.non current 
assets 

    

(a)property, 
plant and 
equipment 

6.93 7.78 0.85 12.2 

(b)other 
intangible assets 

- - - - 

(c)intangible 
assets under 
development 

2011.76 2533.66 521.9 25.9 

(d)financial 
assets 

    

(i)loans 5.02 3.89 -1.13 -22.5 

(e)deferred tax 
assets 

0.50 120.06 119.56 23912 

(f)other 
financial assets 

- 0.89 0.89 - 

 2024.21 2666.28 642.07 31.7 

2.currentassets     

(a)inventories     

(b)financial 
assets 

    

(i)trade 
receivables 

- 208.72 20872 - 

(ii)cash and cash 
equivalents 

408.67 31.14 -377.53 -92.3 

(iii)bank balance 
other than 

1717.95 3562.00 1844.05 107.3 

(iv)loans 2.53 1.70 -0.83 -32.8 

(v)others 230.72 125.77 -104.95 -45.4 

(c)current tax 
assets 

23.57 73.80 50.23 213.1 

(d)other current 
assets 

53.17 93.85 40.68 76.5 

 2435.61 4096.98 1660.37 68.1 

Total assets 4460.82 6763.26 2302.44 51.6 

Equity and     
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liabilities 

1.equity     

(a)equity share 
capital 

4000.00 4000.00 - - 

(b)other equity 4.30 2278.53 2274.23  

 4004.30 6278.53 2274.23 56.7 

2.liabilities     

Non current 
liabilities 

    

(a)financial 
liabilities 

    

(i)other financial 
liabilities 

3.45 4.54 1.09 31.5 

(b)provisions - 0.97 0.97 97 

(c)other non 
current 
liabilities 

1.22 0.08 -1.14 -93.4 

 4.67 5.58 0.91 19.4 

3.current 
liabilities 

    

(a)financial 
liabilities 

    

(i)trade 
payables 

244.77 307.35 62.58 25.5 

(ii)other 
financial 
liabilities 

138.95 118.76 -20.19 -14.5 

(b)other current 
liabilities 

68.13 53.03 -15.1 -22.1 

(c)provisions - 0.01 0.01 1 

 451.85 479.15 27.3 6 

Total equity and 
liabilities 

4460.82 6763.26 2302.44 51.6 

 

Interpretation:  From the above table. 

For this year the current assets of the company have increased by 68.1% and the current 

liabilities have increased by just 6% and this is a positive sign. Company is in a good financial 

position this year for the overall increasing overall decrease of non current liabilities and 

current liabilities. 
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Comparative Balance Sheet 2018-2019 

Particulars 2018 2019 Increase/Decrease Percentage 
Assets     

1.non current 
assets 

    

(a)property, plant 
and equipment 

7.78 16.78 9 115.6 

(b)capital work in 
progress 

- 12.45 12.45 - 

(c)intangible 
assets 

- 0.75 0.75 - 

(d)intangible 
assets under 
development 

2533.66 4073.55 1539.89 60.7 

(e)financial assets     

(i)loans 3.89 1.45 2.44 62.7 

(f)deferred tax 
assets 

120.06 39.77 -80.29 -66.8 

(g)other non 
current assets 

0.89 62.19 61.3  

 2666.28 4206.94 1540.66 57.7 

2.current 
assets 

    

(a)inventories     

(b)financial assets     

(i)trade 
receivables 

208.72 1540.85 1332.13 638.2 

(ii)cash and cash 
equivalents 

31.14 117.21 86.07 276.3 

(iii)bank balance 
other than 

3562.00 3126.00 -436 -12.2 

(iv)loans 1.70 4.39 2.69 158.2 

(v)others 125.77 93.76 -32.01 -25.4 

(c)current tax 
assets 

73.80 51.06 -22.74 -30.8 

(d)other current 
assets 

93.85 233.57 139.72 148.8 

 4096.98 5166.84 1069.86 26.1 

Total assets 6763.26 9373.78 2610.52 38.5 

Equity and 
liabilities 

    

1.equity     
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(a)equity share 
capital 

4000.00 5160.00 1160 29 

(b)other equity 2278.53 2569.08 290.55 12.7 

 6278.53 7729.08 1450.55 23.1 

2.liabilities     

Non current 
liabilities 

    

(a)financial 
liabilities 

    

(i)other financial 
liabilities 

4.54 - -4.54 -100 

(b)provisions 0.97 6.20 5.23 539.1 

(c)other non 
current liabilities 

0.08 - -0.08 -100 

 5.58 6.20 0.62 11.1 

3.currentliabilities     

(a)financial 
liabilities 

    

(i)trade payables     

i. Total 
outstanding dues 
of micro 
enterprise and 
small enterprise 

15.42 38.59 23.17 150.2 

ii.total 
outstanding dues 
of creditors other 
than micro 
enterprise and 
small enterprise   

87.12 790.48 703.36 807.3 

(ii)other financial 
liabilities 

323.57 394.59 71.02 21.9 

(b)other current 
liabilities 

53.03 333.33 280.3 528.5 

(c)provisions 0.01 0.27 0.26 2600 

(d)current tax 
Liabilities 

- 81.24 81.24 100 

 479.15 1638.50 1159.35 241..9 

Total equity and 
liabilities 

6763.26 9373.78 2610.52 38.5 
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Interpretation:  From the above table. 

Current liabilities have increased by 214.9% and current assets have increased by only 26.1%. 

This is due to increase in the total outstanding dues of creditors other than micro enterprise 

and small enterprise  and Total outstanding dues of micro enterprise and small enterpris by 

150.2% and 801.3% respectively. 
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COMMON SIZE BALANCE SHEET   2014-2015 

 

Particulars 2014 Percentage 2015 Percentage 

Equity and 
Liabilities  
1.Sharehoersfund 

    

(a)share capital 400000000 92.2 400000000 88.2 

(b)reserves and 
surplus 

14594800 3.3 34369070 7.5 

2.non current 
liabilities 

    

(a)long-term 
liabilities 

- - 50000 0.011 

(b)long-term 
provisions 

- - - - 

   50000 0.011 

3.currentliabilities     

(a)trade payables 8418454 1.94 4363 ft310 0.96 

(b)other current 
liabilities 

1481090 0.33 5304707 1.1 

(c)short term 
provisions 

9057852 2.08 9055373 1.9 

 18957396 4.3 18723390 4.1 

Total Equity and 
Liabilities: 

433552196 100 453142460 100 

Assets     

Non current 
assets 

    

(a)fixed assets     

(I)tangible assets 961674 0.21 1007757 0.2 

(ii)intangible 
assets 

- - - - 

(iii)intangible 
assets under 
development 

97142444 22.4 141304257 31.1 

(b)non current 
investment 

- - - - 

(c)deferred tax 
assets 

1602632 0.36 893131 0.19 

(d)long-term loans 418600 0.096 550505 0.12 
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and advances 

(e)other non 
current assets 

261327 0.064 362136 0.079 

 100386677 23.1 144117786 31.8 

Current assets     

(a)current 
investment 

- - - - 

(b)inventories - - - - 

(c)trade 
receivables 

- - - - 

(d)cash and bank 
balance 

310706801 71.6 282547589 62.3 

(e)short term 
loans and 
advances 

4405085 1 9814081 2.1 

(f)other current 
assets 

18053633 4.1 16663004 3.6 

 333165519 76.8 309024674 68.1 

Total Assets 433552196 100 453142460 100 

 

Interpretation:   From the above table. 

In this year mainly trade payables decreased from 1.94% to 0.96% and also the cash and cash 

equivalents have decreased from 71.6% to 66.3%. 
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COMMONSIZE BALANCE SHEET  2015-2016 

 

Particulars 2015 Percentage 2016 Percentage 

Equity and 
Liabilities 

    

1.Shareholders 
fund  

    

(a)share 
capital 

400000000 88.2 400000000 84.2 

(b)reserves 
and surplus 

34369070 7.5 45820848 9.6 

2.non current 
liabilities 

    

(a)long-term 
liabilities 

50000 0.011 - - 

(b)long-term 
provision 

- - - - 

3.current 
liabilities 

    

(a)trade 
payables 

4363310 0.96 5383759 1.1 

(b)other 
current 
liabilities 

5304707 1.1 5441630 1.1 

(c)short term 
provisions 

9055373 1.9 18110411 3.8 

 18723390 4.1 28935800 6 

Total Equity 
and Liabilities: 

453142460 100 474756648 100 

Assets     

1.non current 
assets: 

    

(a)fixed assets     

(i)tangible 
assets 

1007757 0.2 713093 0.15 

(ii)in tangible 
assets 

- - - - 

(iii)in tangible 
assets under 
development 

141304257 31.1 203989491 42.9 
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(b) non current 
investment 

- - - - 

(c)differed tax 
assets (net) 

893131 0.19 446565 0.094 

(d)long- term 
loans and 
advances  

550605 0.12 520178 0.1 

(e)other non 
current assets 

362136 0.079 289801 0.061 

 144117786 31.8 205959128 43.3 

 2.Current 
assets 

    

(a)current 
investment 

- - - - 

(b)investories - - - - 

(c)trade 
receivables 

- - - - 

(d)cash and 
bank balance 

282547589 62.3 238268643 50.1 

(e)short term 
loans and 
advances 

9814081 2.1 18801426 3.9 

(f)others 
current assets 

16663004 3.6 11727451 2.4 

 309024674 68.1 268797520 56.6 

Total Assets 453142460 100 474756648 100 

Interpretation: From the above table. 

Cash and bank balance have decreased from 62.3% to 50.2%. Trade payables increased from 

0.96% to 1.1%. Short term provisions increased from 1.9% to 3.8% 
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Commonsize Balance Sheet  2016-2017 

 2016 Percentage 2017 Percentage 
Assets     

1.non current 
assets 

    

(a)property, plant 
and equipment 

7.13 0.15 6.93 0.15 

(b)other intangible 
assets 

- - - - 

(c)intangible assets 
under development 

2039.89 44.5 2170.99 48.6 

(d)financial assets     

(i)loans 5.20 0.11 3.06 0.06 

(ii)others 2.52 0.045 1.96 0.04 

(e)deferred tax 
assets 
 

4.46 
2059.20 

0.097 
45 

0.50 
2183.44 

0.01 
48.9 

2.current assets     

(a)financial assets     

(i)cash and cash 
equivalents 

415.20 9 408.67 9.1 

(ii)Bank balance 
other 

1967.49 43 1717.95 38.5 

(iii)loans 1.84 0.04 1.80 0.04 

(iv)other 119.73 2.6 72.22 1.6 

(b)current tax 
assets 

10.27 0.23 23.57 0.5 

 (c)other current 
assets 

0.22 0.004 53.17 1.1 

 2514.75 54.9 2277.38 51.0 

Total assets 4573.95 100 4560.82 100 

Equity and 
liabilities 

    

1.equity     

(a)equity share 
capital 

4000.00 874 4000.00 89.6 

(b)other equity 458.20 10 4.30 0.04 

2.liabilities     

(a)financial     
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liabilities 

(i)other financial 
liabilities 

- - 3.45 0.07 

(b)other non 
current liabilities 

- - 1.22 0.02 

 - - 4.67 0.1 

3.current liabilities     

(a)financial 
liabilities 

    

(i)trade payables 17.54 038 244.77 5.4 

(ii)other financial 
liabilities 

58.56 1.2 138.95 3.1 

(b)other current 
liabilities 

6.36 013 68.13 15 

(c)current tax 
liability 

33.29 0.7 - - 

 115.75 2.5 451.85 10.1 

Total equity and 
liabilities 

4573.95 100 4460.82 100 

 

Interpretation:  From the above table. 

Cash and cash equivalents have been decreased from 415.20% to 408.67%. Trade payables increased 

from 17.54% to 244.77% and also a significant jump to an increase of other current liabilities from 6.36% 

to 68.13% from 2016 to 2017. 
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COMMONSIZE BALANCE SHEET 2017-2018 

Particulars 2017 Percentage 2018 Percentage 
Assets     

1.non current 
assets 

    

(a)property, 
plant and 
equipment 

6.93 0.15 7.78 0.11 

(b)other 
intangible assets 

- - - - 

(c)intangible 
assets under 
development 

2011.76 45 2533.66 37.4 

(d)financial 
assets 

    

(i)loans 5.02 0.11 3.89 0.05 

(e)deferred tax 
assets 

0.50 0.01 120.06 1.7 

(f)other 
financial assets 

- - 0.89 0.013 

 2024.21 45.3 2666.28 39.4 

2.currentassets     

(a)inventories     

(b)financial 
assets 

    

(i)trade 
receivables 

- - 208.72 3 

(ii)cash and cash 
equivalents 

408.67 9.1 31.14 0.46 

(iii)bank balance 
other than 

1717.95 38.5 3562.00 52.6 

(iv)loans 2.53 0.05 1.70 0.02 

(v)others 230.72 5.1 125.77 1.8 

(c)current tax 
assets 

23.57 0.52 73.80 1 

(d)other current 
assets 

53.17 1.1 93.85 1.3 



60 
 

 2435.61 54.6 4096.98 60.5 

Total assets 4460.82 100 6763.26 100 

Equity and 
liabilities 

    

1.equity     

(a)equity share 
capital 

4000.00 89.6 4000.00 59.1 

(b)other equity 4.30 0.09 2278.53 33.6 

 4004.30 89.7 6278.53  

2.liabilities     

Non current 
liabilities 

    

(a)financial 
liabilities 

    

(i)other financial 
liabilities 

3.45 0.07 4.54 0.06 

(b)provisions - - 0.97 0.014 

(c)other non 
current 
liabilities 

1.22 0.02 0.08 0.001 

 4.67 104.6 5.58 0.082 

3.current 
liabilities 

    

(a)financial 
liabilities 

    

(i)trade 
payables 

244.77 5.4 307.35 4.5 

(ii)other 
financial 
liabilities 

138.95 3.1 118.76 1.7 

(b)other current 
liabilities 

68.13 1.5 53.03 0.78 

(c)provisions - - 0.01 0.0001 

 451.85 10.1 479.15 7 

Total equity 
and liabilities 

4460.82 100 6763.26 100 

 

Interpretation: From the above table. 

Trade payables have decreased from 5.4% to 4.5%. And bank balance increased from 38.5% to 

52.6% for the year 2017 to 2018. 
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Commonsize Balance Sheet 2018-2019 

Particulars 2018 Percentage 2019 Percentage 
Assets     

1.non current 
assets 

    

(a)property, plant 
and equipment 

7.78 0.11 16.78 0.17 

(b)capital work in 
progress 

- - 12.45 0.13 

(c)intangible 
assets 

- - 0.75 0.008 

(d)intangible 
assets under 
development 

2533.66 37.4 4073.55 43.4 

(e)financial assets     

(i)loans 3.89 0.05 1.45 0.015 

(f)deferred tax 
assets 

120.06 1.7 39.77 0.42 

(g)other non 
current assets 

0.89 0.01 62.19 0.66 

 2666.28 39.4 4206.94 44.8 

2.current assets     

(a)inventories     

(b)financial assets     

(i)trade 
receivables 

208.72 3 1540.85 16.4 

(ii)cash and cash 
equivalents 

31.14  117.21 1.2 

(iii)bank balance 
other than 

3562.00 0.46 3126.00 33.3 

(iv)loans 1.70 0.02 4.39 0.04 

(v)others 125.77 2.8 93.76 1 

(c)current tax 
assets 

73.80 2 51.06 0.54 

(d)other current 
assets 

93.85 1.3 233.57 2.4 

 4096.98 60.5 5166.84 55.1 

Total assets 6763.26 100 9373.78 100 

Equity and     
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liabilities 

1.equity     

(a)equity share 
capital 

4000.00 59.1 5160.00 55 

(b)other equity 2278.53 33.6 2569.08 27.4 

 6278.53 92.8 7729.08 82.4 

2.liabilities     

Non current 
liabilities 

    

(a)financial 
liabilities 

    

(i)other financial 
liabilities 

4.54 0.067 - - 

(b)provisions 0.97 0.014 6.20 0.06 

(c)other non 
current liabilities 

0.08  - - 

 5.58 0.082 6.20 0.06 

3.currentliabilities     

(a)financial 
liabilities 

    

(i)trade payables     

i. Total 
outstanding dues 
of micro 
enterprise and 
small enterprise 

15.42 0.22 38.59 0.41 

ii.total 
outstanding dues 
of creditors other 
than micro 
enterprise and 
small enterprise 

87.12 1.2 790.48 8.4 

(ii)other financial 
liabilities 

323.57 4.7 394.59 4.2 

(b)other current 
liabilities 

53.03 0.78  3.5 

(c)provisions 0.01 0.00001 0.27 0.002 

(d)current tax 
Liabilities 

- - 81.24 0.86 

 479.15 7 1638.50 17.4 

Total equity and 
liabilities 

6763.26 100 9373.78 100 
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Interpretation: From the above table. 

Total outstanding dues of creditors other than micro enterprise and small enterprise increased 

from 1.2% to 8.4%. Trade receivables increased in a good amount from 3% to 16.4%. 
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FINDINGS: 

 

➢ Fixed assets of the organization are increasing trend during the period of the study. 
➢ Growth is increasing. 
➢ The current liabilities are increasing. 
➢ The long- term loans are at decreasing trend during the study. 

 

Suggestions: 

➢ The organization should improve short and long term position. 
➢ The organization should implement better position. 
➢ The overall efficiency of the organization should be improved. 
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CONCLUSION: 

        Financial statements provide a summary of accounts of a business enterprise, the balance 

sheet reflecting the assets , the liabilities and capital as on date and the statement showing the 

results of operations during a certain period.  The main purpose of preparing these statements 

is to use them for decision making. 

          The purpose of financial statements analysis is to assess an organizations performance 

and health. It consists for comparison for the same company over the period of time and 

comparison of different companies in the same industries or in different industries. The overall 

financial position of the organization over the years is good. 
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1.1 Introduction of HRM: 

                 Human resource management (HRM) is the practice of recruiting, hiring, deploying and 

managing an organization's employees. HRM is often referred to simply as human resources (HR). 

A company or organization's HR department is usually responsible for creating, putting into effect 

and overseeing policies governing workers and the relationship of the organization with its 

employees 

Job satisfaction 

 Job satisfaction is primarily based upon the satisfaction of needs the more closely will job 

satisfaction depend on its gratification job satisfaction is a person’s attitude towards the job.  

Positive attitude towards the job are equivalent to job satisfaction whereas negative attitude 

towards the job are equivalent to job dies-satisfaction. Job satisfaction has been defined variously 

from time to time.  

Meaning of Job Satisfaction: 

  Job satisfaction is the degree to which individuals feel positively or negatively about their 

jobs. It is attitude or emotional response to one’s tasks as well as to the physical and social 

conditions of the workplace. At first glance and from the perspective of Herzberg’s two factors 

theory, some aspects of job satisfaction should be motivational and lead to positive employment 

relationships and high levels of individual job performance. 

Significance of the Study: 

•   One of the most widely implemented H.R.D Systems in Indian organization is job 

satisfaction.  

•   In jute Industries Limited and intermediaries ltd there is job satisfaction the organization 

suggested some topics to the project work. One of those topic is employee job 

satisfaction.  

•   As job satisfaction is an effective instrument for helping people grows and development 

in organizational settings. 

 

 

 

https://searchhrsoftware.techtarget.com/definition/human-resources-HR-generalist
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1.2 Objectives of the study: 

• To assess the levels of employee job satisfaction in the organization. 

• To find out whether the employees are satisfied with their working conditions. 

• To identify the employees relationship with their superiors and co-workers.  

• To know security and the safety measures provided by the organization. 
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1.3 Need of the Study:  

         It can help management to access training needs. Usually employees are give an opportunity 

to report what they feel about how the supervisor performs certain parts of the job such as 

delegating work and giving adequate job instructions. It can help management to know whether 

the best performers are receiving the rewards and the satisfaction from the jobs. 

.   
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1.4 Scope of the Study:  

            The scope of the study is to find out the job satisfaction among the employees within the 

organization.  The present study focuses to find the satisfaction level of employees on the working 

conditions, basic needs and requirements, welfare and safety measures and also the training 

programs provided to them .in addition to that organizational policies and practices, wages and 

salaries,  employee relationships were studied to find the overall job satisfaction among employees.  
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1.5 Methodology: 

Data Collection 

The required data of the present study to evaluate the employee job satisfaction in jute has 

been collected from both primary and secondary data sources. 

Primary Data 

Primary data has been collected through a structured questionnaire.  Questionnaire is 

prepared and distribute to the respondents by which it collects the required information from the 

responds.  The information was gathered through interview schedule, non-participant observation 

and interview guide. 

Secondary Data 

The required data is collected from the existing magazines, books, files, newsletters, and 

published annual reports of a Srikrishna jute mill Eluru. 

Sample Design 

The researcher had selected 120 respondents for the study by the Purposive sampling 

method in Sri Krishna Jute Mill. 
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1.6 Limitations of the study: 
 

• Time is an important limitation the whole study conducted with in a period of 6 weeks 
(45 days).   

• The study can’t be generated to all organizations because the organizational climate 

changes from one organization to another organization. The study is subjected to a 
limited region. 

• Some executive level employees were not high educate they were give information based 
on their lot of Experience. 

• Some employees were not given positive information about the Questionnaire. 
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INDUSTRIAL PROFILE 

Till 1960’s jute products for packaging carpet backing were in good demand in the market, 

particularly in the export market, thereafter were the  demand for the jute packaging products in 

developed countries has shrunk due to the emergence of cheaper synthetic alternatives , adoptions 

of bulk handling practices and instability in price and supply of jute products. However, with 

mandatory use of jute packaging bags in India since the 1980’s the domestic market for these 

products has grown substantially.  

The market protection in fact made the jute industry complacent in its mode of functioning 

as well as product-mix in spite of the rapid decline in the export market. Production is still centered 

on the packaging materials, sacking and Hessian which constitute about 80 percent of total 

production. The balance 20 percent of tarpaulin. In spite of substantial government initiative since 

1980’s for promoting jute diversification through appropriate polices and support measures, the 

industry’s effort at diversification has remained far from encouraging .However a large number of 

small and medium enterprises in the decentralized sector have involved themselves in a big way 

in the manufacture of varies types of jute diversified product with small to large value addition. 

Jute: 
   Jute the ‘golden Fiber’ of India has various inherent characteristics like high tensile 

strength, low extensibility long durability, fire and heat resistance, silkiness. Luster and long staple 

length. India is the single largest jute producer in the world producing around 35% of the world 

production. Jute is not only a major textile fiber but also a raw material for nontraditional and 

value-added products helping in environment protection and maintaining ecological-balance. 

Besides it also has an enviable market both local and international. 

Salient features of the Industry:- 

The jute industry is primarily agro-based and the production of raw jute is subject to vagaries of 

nature like floods and droughts. It is grown in those areas where paddy can also grow. Generally, 

the farmer’s response to price changes in determining the acreage under jute cultivation is highly 

sensitive. And these highly sensitive prices for raw jute are remunerative for farmers & this 

motivates them to keep undertaking jute cultivation. Further the production of raw jute in India is 

directly related with the area under cultivation with an almost consultant yield. The average yield 

in India is 7 bales per hectare against 9.5 in Bangladesh and Thailand. Unfortunately in the years 
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of production in our country, not much work had been to improve the yield per hectare. This 

resulted in shortage of raw jute. 

Supply of Raw Jute: 

The supply of raw jute being seasonal, its procurement has to be made within a period of 

five to seven months and it requires careful forward planning based on general price level of raw 

jute relative prices of different grades of fibers and projected required of each quality of jute for a 

particular period on the basis of product-mix and standard-mix of each quality of product. 

The order to stabilize production and price of raw jute corporation of India a wholly owned 

public limited company of the government of India was setup in April 1971 with the following as 

its main functions:- 

 Export and import of raw jute. 

  Internal marketing of jute and 

 Undertaking measures for export promotion of jute goods. 

The corporation assures a timely price support to the farmers and supplies at reasonable 

prices to the industry. Besides a system of statutory price for raw jute by the union government 

was introduced in the 1972-73 season to ensure minimum price for the farmers. The system of 

minimum support price is reviewed every season on the recommendation of the agricultural price 

commission. 

Scientific grading of raw jute is essential for purpose of proper marketing. Raw jute bales are 

appropriately graded on quality, strength and color. These grades mainly classified as TD1, TD2, 

TD3, TD4, TD5, W1, W2, W3, W4, W5, M1, M2, B1, B2, Jungli etc., in these abbreviations TD 

stands for Tossa/ Daise, M and B stands for white Mesta and Bimli respectively. These represent 

four main categories of jute. 

 

A great Opportunity: 

It is now evident that unless serious attempts are made transform the image of jute products 

form cheap traditional packaging materials to value- added products suitable for other diversified 

end-user, the growth of the jute sector will be adversely affected. The growing global concern for 

the environment and increasing consumer preference for biodegradable natural fiber products have 

opened up a great opportunity for diversifying the usage of jute. 
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However the extent of enhancing this potential depends totally on the capability to meet the 

challenge of producing the best products in terms of technical attributes as well as consumer 

acceptability, such capability can only be built up through future investment, technological up 

gradation and strategic promotion by both organized and decentralized units, strengthened by the 

governments support. 

1: DJP Capacity and Production 

 
No of 
Units 

Capacity 
Unit Quantity 

Productions 
in 2004-05 Quantity 

Value 
(In 
Rs.Crore) 

Shopping 
& Hand 
Bag 

576 Pcs 68 Million Pcs 42 Million 113.34 

Floor 
Covering 

344 Sq.M. 29 Million Sq. M 11 Million 106.40 

Decorative  
Fabric 

70 MT 10.5 Lakh MT 36.7 Lakh 70.82 

Geo  
Textile 

9 MT 21,000 MT 19,000 36.92 

Composite 
& Particle 
Board 

9 MT 18,000 MT 5,500 9.54 

Source: JMDC 

 

 

 

TABLE-1 

Industry Milestone 

1854 - 
Birth of first Indian jute mill at Rishra in 1855 of West 
Bengal.    
  

1854-1950 - Growth of jute Industry. 

1950-1960 - 
Adverse effect on Raw jute supply due to partition of 
Bengal increasing of Raw jute Cultivation in West Bengal. 



10 
 

1960-1970 - Golden period of jute industry. 

1970-1980 - 
Loss of export market to synthetic especially in case in 
India. 

1980-1990 - 

In roads synthetic in the area of jute packaging, even in 
India. Protection extended to jute industry through 
mandatory orders by government of India, initiation of jute 
diversification. 

1990-2000 - 
Growth of jute decentralized sector in diversified jute 
product manufacturing. 
Growth of export market for natural fiber products. 

 

Socio-Economics: 

• An about 4 million farmers and 0.25 million jute mill workers are involved with jute economy. 

• About 700 jute diversified products units established in small and cottage sector for value 

added jute utility, gift and home textile production. 

• The golden fiber industry has been facing hurdle due to globalization process. 

• Annual raw jute production and jute goods production are bales. 

• A cluster of jute twines units and 4 jute mills in Andhra Pradesh. 

• Jute cultivation increases fertility in the soil naturally for other cash crop production and 

provides live hood to poor farmer family. 

SWOT Analysis: 

• Global awareness in natural fiber promotion, wise market acceptability. 

• Life cycle cost of jute is cheaper than synthetic fiber. 

Jute Products: 

The products manufactured from raw jute can broadly be classified under the following main 

heads, although they may have different specifications. 

 Hessian 

 Sacking 

 Carpet Backing 

 Other manufactures, include twisting canvas and other items. 
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The production of jute goods has been fluctuating in recent years depending upon the 

demand pattern in domestic as well as foreign markets and the availability of raw jute. The product 

mix also changed with a perceptible shift in favor of sacking and other manufactures like carpet 

backing, canvas and other items. 

The industry was fairly export-oriented, and as such a major part of the industry’s 

production was exported. However the dependence on the export market is slowly going down due 

to increase in production and use of synthetics in foreign countries. As a result the industry is 

slowly undergoing a transformation such that domestic market is gradually replacing the export 

market due to increase in demand arising out of higher food and material output. 

Major Products: 

Considering the volume of production vis-à-vis sales, the major area of diversification for jute 

are:- 

Small- capacity shopping hand bags, home textiles (floor coverings, wall hangings) jute blended 

fabrics (serving mainly as decorative fabrics), gift articles, jute textiles, jute composites and 

particle boards. 

Shopping and hand bags: 

These have been established as the most promising diversified products of jute due to their 

excellent texture and aesthetics. These are manufactured from Hessian or jute-cotton union fabrics 

with or without laminations with handles of cane / bamboo/ cotton braids, and zippers. India has 

been the largest exporter of these green bags. The export market has already crossed Rs.100 corer 

which can be enhanced if any quality and design are improved. 

Floor Coverings: 

Varied type of jute floor coverings such as mats and matting, floor covering with jute base, 

jute and blended carpet, durries, rugs are produced by units already engaged in floor covering 

manufacture with other natural fibers. All such floor coverings have good dimension stability, 

excellent rugged texture and attractive exotic designs. They are becoming increasingly popular as 

eco-friendly items for room décor and have already exhibited good growth potential in export. The 

sustenance of this growth will depend on further quality improvement, especially with respect to 

fiber shedding and color fastness and also on more attractive designs using CAD. 

 



12 
 

Decorative Fabrics: 

Jute-based decorative fabrics are mainly produced by the handloom/ power looms units in 

the decentralized sector and bleached/ dyed /printed jute Hessian fabrics mostly in the organized 

sector. Other types of union/blend fabrics with more than 50 percent jute content are produced by 

the decentralized unit, using different weave patterns and incorporating attractive designs. While 

some of these fabrics are sued as a furnishing due to their thickness, texture, dimensional stability 

and anti-static characteristics, many other fabrics are used in fashion bags for ladies, or attractive 

household items like lamp-shades. Some designed fabrics, woven with jute yarns 1 combination 

of fancy textiles yarns or golden metallic threads are already in demand overseas counties for 

decoration on festive occasions, especially Christmas. 

Wall Hangings: 

Attractive wall hangings made of fiber, yarn and fabric of jute and increasingly making 

their presence felt in the home décor market. Low-cost and aesthetic appeals owing to their 

characteristic textures are the main strengths of such products. 

Gift Articles: 

Hand-crafted gift article of jute are as different and varied as they can be. The tea coasters, 

string bags, purses, water bottle carriers, hanging chairs and pen stands and even ethno-chic 

ornaments for ladies, all made of jute by skilled craftsmen/ crafts women are becoming popular in 

the domestic market. A Large number of women are engaged in manufacturing these handicraft 

items. 

Geo-textiles: 

Jute geo-textiles is a preferred choice whenever the solution for a specific geo-technical 

problem demands geo-textile attributed like biodegradability , high water holding capacity, higher 

frictional character and soil enrichment either independently or into combination. For this, erosion 

control, high way slope independently or in combination. For this erosion control, highway slope 

protection and soft soil consolidation can be considered as the priority areas for application of JGT. 

Several erosion control and highway slope protection projects in the U.S. and Switzerland have 

the established the efficiency of JGT and more importantly its merit of biodegradability for 

ecological reasons. 
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The next preferred are can be the stabilization of roads with not much heavy traffic load. 

In the case of road stabilization the reduced strength and poor condition JGT beyond two season’s 

cycles after placement should not be of any concern as by the time fabric would have already 

played in important role in providing a self-sustaining sub-grade for most tupe of soils. The Gin in 

the strength of the sub-grade with time has been substantiated by the field trails data showing much 

improvement in CBR value by using JGT. However, any further improvement in durability of JGT 

through appropriate treatment will strengthen the user’s preference in favor of eco-friendly JGT. 

In India, a few fields trails have established JGT’s efficiency in stabilizing the mine spoils. 

Composites & Particle Boards: 

Due to its inherent characteristic, jute fiber is a suitable candidate for effective use in 

production of fiber reinforced composites. Jute composite products are eco-friendly and techno-

economically comparable with traditional wood/ plywood materials and have found wide-ranging 

applications in building interior and transport sectors. The following types of jute fiber reinforced 

composite products and jute stick particle boards are being manufactured boards of jute phallic 

resin, boards of jute stick particles, jute thermoplastic boards and auto-trims jute-polyester resin. 

Jute-phonemic resin boards manufactured by a few entrepreneurs using jute fabrics/felts 

are sued mainly as plywood substitutes for end uses such as door panel, furniture and packaging 

and as wall panel seat/back rest and even mechanical components in railways coach building jute 

stick particle boards, manufactured by seven units are already popular in false ceiling vertical 

paneling and interior decoration while interest is shown for use as table-up and in furniture-

making.    

Jute- thermoplastic boards, made by an entrepreneur using wastes of jute and plastic, has 

entered the market as an effective material for use as industrial pellets, cable winders, and garden 

chairs, tables and fencing. It is perfect example of saving the environment by recycling unwanted 

synthetic garbage and value-added use of jute wastes. Jute-based auto-trims are now 

manufacturing by tow entrepreneurs, one in the organized mill sector. 

Tangible Progress: 

As a result of the growing interest in manufacturing JDEs mainly in the decentralized sector 

and the government support through the JMDC from marketing, modernization and product 

development through NCJD for providing escort services to SMEs, the impact of jute 

diversification can be assessed through the following indicators. 
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Manufacturing and Employment: 

The number of JDP units increased from 420 in 1993-94 1320 in 2004-05, registering a 

CARG of 12 percent annually as per a JMDC-survey, 2005. Through jute is grown in the eastern 

parts of India, the decentralized units making JDPs can now be found in many other regions-U.P 

Andhra Pradesh , Tamil Nadu, Haryana, Delhi and Kerala. This widely spread manufacturing base 

indicates that JDP has become an item of interest for entrepreneurs across the country. Annual 

production capacity as in January 2005, for major JDPs is given table-1. Employment in the 

decentralized JDP segment has grown form 53,000 in 196-97 to 1.83 lakhs in 2007-2008. 

Sales: 

JDP sales in 2003-04 were rs.1299.21 crore 30 percent of total jute goods production in value 

terms. Production in 2003-04, of major JDPs. 

Export: 

The export of five major JDPs and their compounded average growth rate during 2005 are shown 

table-2. Total exports were Rs.253.7 crore which accounted for 22.1 percent of total jute goods 

export. The exports have exhibited encouraging growth with 16 percent CAGR. The share of major 

items in the JDP export basket. 

 

Product Development: 

To avoid failures, development of any product must be based on the needs of the market. 

For this purpose there is a strong need for cooperation between consumers and manufactures. To 

engineer jute diversified products keeping in view the market demands for the functional properties 

and / or appearance and feel it may be required on the hand to blend jute with other fibers especially 

finer ones and on the other to employ appropriate mechanical and chemical processing techniques. 

The essential pre-requisite for any product development is to defined the requirements in 

the new product or “product goals”. During development of any new JDP, the developers should 

keep in view the prices of alternative products. It is worth mentioning here that in roads of synthetic 

alternative have taken place, not so much due to their superiority, but due to lack of knowledge 

and exploitation of the potentialities of jute. 
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Specialists in Baling Machines 

For products of 

Cotton Waster Cotton Delint Cotton Yarn 

Silk Wool Hair Waster paper 

Paper Boards Coir Fiber Raw jute Jute Bags 

Tobacco Paddy Straw Waster corrugated Biogases 

Iron Scrap Cloth Polyester Fiber etc;     

 

Promotion AS ‘ECO-FIBER’ 

If the many environmental advantages offered by jute products the following should be stressed in 

any comparison with similar synthetic products: 

 Jute is an annually renewable crop with much lower oil equivalence as compared to any 

synthetic fiber. 

 Industrial production of any jute product consumers a fraction of the energy required for the 

manufacture of synthetic raw materials and products. 

 In terms of C02 emissions, jute has a clear advantage over any of its synthetic alternative. 

 Life cycle of any jute product can be considered as less environmentally damaging than that 

of any of the competing synthetic products. Jute products are biodegradable and decomposed 

jute materials do not have any hazardous impact on the environment. 

 From the standpoint of eco-balances it is not widely accepted that the factors of energy use, 

greenhouse emission, renew ability and sustainability are the most critical elements in any 

assessment of long term like jute score heavily over synthetic fibers. The union Ministry of 

Textiles is keen to jute diversification for the benefit of the sector. 

 Two government agencies, Jute Manufactures Development Council (JMDC) and National 

center for the Jute Diversification (NCJD) are working to develop entrepreneurs in the areas 

of Jute diversification. JMDC is helping entrepreneurs in marketing JDPs by arranging their 

participation in major international and national exhibitions. Due to JMDC’s external market 

assistance scheme, export of JDP’s has shown a significant growth in recent years , to 

strengthen the manufacturing front, NCJD offers to entrepreneurs in the decentralized  sector, 
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escorts services towards raw material procurement , technology transfer, training and design 

development. 

NATIONAL INSTITUTE OF RESRARCH ON JUTE & ALLIED 

FIBER TECHNOLOGY 
(Indian Council of Agricultural Research) 
OUR ENDEAVOUR TECHNOLOGIES TO OFFER 
 To carry out basic and technological 
research on jute and allied fibers. 
 
 To promote productions of good quality 
 
 To upgrade the fiber and the product quality 
fibers. 
 
 To find diversified uses of plant fibers, their 
agricultural by products and the industrial 
wasters in large scale decentralized sectors. 
 
 
 To act as a center of human resources 
development in relations to jute & allied fiber 
and establish linkages among different 
scientific and industrial organizations. 

 Grading of raw jute. 
 
 Quality testing equipment and instruments. 
 
 Fungal culture for quality improvement of 
raw jute. 
 
 Jute stick particle board. 
 
 New sprint from whole mesta plant  
 
 Caplon Blankets 
 
 Wrap and covered yarn 
 
 Miniature jute spinning system 
 
 Mushroom from jute waster 
 
 Floor covering from jute non wovens 
 
 Bio-Pulping of jute stick 
 
 Jute yarn hairness meter 
 
 Non-woven jute geo-textiles 
 
 Processing of ramie& sisal. 
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COMPANY PROFILE 

BRIEF HISTORY OF THE COMPANY 

Sri Krishna Jute and Cotton industry was established in 1910 by local zamindar of eluru 

name Ganga Raju’s Mothey’s family. Due to improper administration of raw material and labor 

problems they closed the industry in 1930 for some period at that time. The father family from 

Calcutta has taken the industry for lease with the shares from local people and they started 

improving the mill. In 1947 the organization was named as “East India Commercial Company” 

lease for “Sri Krishna Jute Mill”. 

At present the turnover of the factory is 60-70 crores per year. Average production per day 

is 80 tons. The maintenance of the factory is satisfactory. East India Commercial Company 

Limited has nearly 300 employees working. In the factory 2800 workers are working on permanent 

basis. 1700 are badili workers and other staff and supervisors 200 approximately. The present 

managing directors is Mr.Brij Gopal Lunani. This factory is traditional organization where a family 

runs the whole factory and the entire key post. 

East India Commercial Company Limited Jute Mills has one unit more units besides Sri 

Krishna Jute Mills Ltd., Krishna Hessians, Kotturu. Sri Krishna Jute Mills Financial Year start on 

1st April and end of 31st march, now East India Commercial Company has 2,75,000 authorized 

equity shares of rs.100/- each and 2,70,674 subscribed equity shares of Rs 100/- each. It celebrity, 

safety day on 5th march of every year. 

Board of Directors  

The board of directors of the EICC comprises of the following:- 

1. Mr.Alok Bhartia Chairman 

2. Mr. Brji Gopal Lunani Managing Director 

3. Mr. Deepak Bhartia Director 

4. Mrs. Alpana Bhartia Director 

5. Mr. B.Shyamsukha Director 

6. Mr. Manahar Gopal Lunani  Director 
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7. Mr. Siva Shankar Lunani Director 

8. Mr. Ashok Kumar Lohia Director 

 

Indian jute at a glance 

1. Average land under jute cultivation: 1,01,400 hectares. 

2. Average production of raw jute: 10,500 thousand bales 

3. Number of jute mills: 73. 

4. State wise distribution: 

West Bengal - 59 

Andhra Pradesh - 4+1(Hessian) 

Bihar - 3 

Uttar Pradesh - 3 

Orissa - 1 

Madhya Pradesh - 1 

Tripura - 1 

 

5. Average production of jute goods: 17,000 thousand tons. 

6. Average export of jute goods: 181 thousand ton. 

Organizational Structure of the Company 

It consists of 3 levels i.e. 

1. Top level 

2. Middle level 

3. Lower level 

Top Level Management 

Managing director and next to him is director. They consists top level management. 

Middle Level Management 

All department heads of organization i.e., from personnel department, finance departments, quality 

control departments, production department etc. 
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Lower Level Management 

Remaining person who either belong to administration or company are considered under lower 

level management namely assistant mechanics office assistants, attendees, security guards, clerks, 

security superintendents. 

FLOW CHART 

A brief regarding the process of manufacture along with a flow chart of the product under reference 

shall be given. There are several departments in the jute processing from the beginning till the 

finishing stage. They are as follows:- 

Preparing Department 

↓ 

Spinning Department 

↓ 

Winding& Twisting Department 

↓ 

Beaming Department 

↓ 

Weaving Department 

↓ 

Finishing Department 

The entire manufacturing process can be divided into the following individual departments. 

1. Batching Department: 

Jute is normally delivered to the mills in the form of bales. The bales received at the mill 

are first weighed at the recurring point and after it, jute was taken to the godown and stored the 

daily jute issues are made to batching department where the bales ate opened and “selection” of 

fiber done. A portion however small from every bale has to be “Selected out” being suitable for 

some interior or superior variety of yearn. 

Jute is grown is different areas and varies in strength, color and fineness the first step in 

preparing  the fiber is naturally batching constructing of bending to various fibers selected or 

otherwise to obtain uniform it’s in strength and callout to given the precise quantity for spinning. 
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In the first mechanical operation in the mill, the jute is fed in between sets of heavy spiral 

fluted rollers. This process helps in removal of dust sticks and barky portions adhering to the fiber, 

besides softening the fiber is general while the material is passing though softener, emulsion of oil 

generally a mineral oil called jute Batching oil and water is applied on jute. The softened is kept 

in piles for 24 to 100 or more hours depending upon fiber quality. This process renders the fiber 

thoroughly plain. 

2. Preparing Department: 

After pilling still hard portion of roots in jute is correctly cutter by knives. The fiber are 

then carded , first in breaker card and tent in finisher card and next in finisher card, which reduce 

the average length of the fiber by teasing and combing and deliver then in the form if a ling 

continuous ribbon 5 or 6 in width called sliver. In the case of fibers which are burden breaker 

carded material is given an extra passage of carding in inter card banner being. Put in finisher card. 

The principle function of CARDICG is to split the comitials of fiber fed into then by separating as 

far as possible the individual stranded of mire is as to break. Their adherence to one another and 

at the same time attenuate fiber mass. 

The carded jute is next to fed into drawing machine which draws out and attenuate the 

server parallelize the fibers and by mass of a doubling process produce a another more over sliver. 

The drawing operation consists of three passage of material light yarn side month the 1st drawing 

machine, second drawing machine and in the case of hears yarn two passages. Through it and 

finished drawing machine is ready for being common into yarn is spinning department. 

3. Spinning Department: 

The spinning frames covert the sliver of the finisher drawing machine into yarn light yarn 

i.e. Hessian wrap/ and sacking warp yarn as sale yarn up to 18/4th pitch spinning gamers. 

4. Winding and Twisting Department:  

They yarn span is spinning department, which cones packed is a bobbin is directly winded 

into the form required yarn is generally converted in to the following from. War yarn is spool 

winding machine for use is making because preliminary to making gunny cloth (consumed with 

in the factory). Sewing twine is, spool winding machine for use as selvedge in beaming and for 

sewing of bags. Weft yarn in caps un cap winding machine for use in weaving for produce 
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sacking/Hessian fabric. Single yarn is caps in cap wending machine. Single yarn in caps spool 

winding machine far selling as such/converted into hanks/spools and packed into bags of 50 kgs 

of 180-200 kgs as required. 

5. Beaming Department: 

In the skeleton bags are prepared and as per the requirement of the customer the thickness, 

the width and the quality will be maintained. 

6. Weaving Department: 

There are automatic looms. In the looms electric prepare and then in the cylinder machine 

with the help of stem pressure the cloth with be pressed and passed through the rolls. 

7. Finishing Department: 

Women cloth is measured, damped and cylindered to produce the desired smoothness of 

finish. The sacking fabric finished as above and after inspection for quality desire into required 

sizes and then stitched to make bags which are inspected bundled and final packed into bales. 

The sacking fabric finished as in 10 above ids in 10 above is inspected and folded on 

lapping machine and packed into bale. 

Yarn and twine intended for sales as such is packed in the form of bales of 180 to 200 kgs. 

Each bags if 50kgs in each 

FINANCIAL PROFILE 

The achievement of any company can be judged from is financial position and its 

performance. The company with an equital if 7 lakhs is 1942 had grown today to have its share 

capital of 1719.32 lakhs of which share worth rs 1,673.56 lakhs have been issued as bonus shares 

is various years . The turnover of the company about Rs.91.71 cores. The contribution of the 

company to the etcher given by way of central and state excuse duties collected on jute machinery. 

Jute bags etc. have been very significant. The dividends are maintained at reasonable level of 15% 

or above for the past many year. 

Sri Krishna Jute Mills owners its present position to the righted vision and zeal of their 

founder chairman late Sri Mothey Ganga Rajuand the tempo developed us maintained the 

improved upon by the present chairman and managing director Sri Briz Gopal Lunani. Later during 

1947- 1948 East India Commercial Company from calculated had taken the organization on took 
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it for lean. Even at present the company is under lease, but man shares were purchased East India 

Commerical Company. The present name of the company is “East India Commerical company 

ltd., lessees of Sri Krishna Jute Mill” 

Competitors: 

          The main competitors of this company are: 

1. East-coast jute mills. 

2. Chitvalasa jute mills. 

3. Nellimerla jute mills. 

4. West Bengal jute mills. 

In addition to the above many number of small competitors i.e. small industries which is having 

less capacity ate becoming competitors. The reasons that has maintenance charges are very less 

the product is manufactured with less cost. 

Main Products: 

The main products manufactured are 

1. Sacking Cloth 

2. Jule Yarn 

In this nearly 10-15 varieties are produced. With this material “Gunny Bags” are prepared. There 

are 3 units under lease of East India Commercial Company. 

1. Sri Bajarang Jute Mills, Guntur. 

2. Sri Krishna Jute Mills, Eluru. 

3. Krishna Hessains, Kothuru. 

“Hessains” is another variety which is completely export oriented. This is manufactured at Kothuru 

Jute Mils. 

Sources If Raw Material: 

The original Raw-materials is brought from orissa and Calcutta and also Jute Corporation of India. 

Sales / Marketing: 

Here the marketing is done by the sales department. Here the products are sold through various 

selling agents and apart from the major orders for products are from FCI the goods are 

manufactured as per the requirements of the sales department. 



23 
 

Sales department will instruct the line managers how much should be produced in a given period 

of times as per the demand for the product in the market. 

Materials/ Jute Department: 

This to provide raw materials to the production department. The purpose raw material from Bihar, 

North Bengal, Assam, Orissa and Bhimili (A.P) they get raw materials by middle men. The various 

quality if jute materials are TD2, TD3, TD4, TD5, TD6, and TD7.Which are broadly classified 

under the groups. They are. 

1. Tosha Jute 

2. White Jute 

3. Meshta Jute. 

In the above Tosha jute is of high quality. All the time maximum level of raw-material is 

maintained in order to insure availability of raw material in all seasons 

Research and Development: 

In this organization research and development is not given that much importance as it is not 

required in this jute industries. In this organization it is believed that to attract customers.  A Part 

from that the function of research and development are also seen by the personnel department/ 

sales department. 

Personnel Department: 

This plays a vital role in the organization. All functions i.e. operational and managerial function 

are discharged by this department. Besides that all statutory and non- statutory welfare provision 

seen by this department. 

Structure of Personnel Department 

Managing Director 

↓ 

Director 

↓ 

Personnel Manager 

↓ 

Chief Welfare Officer 

↓ 
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Welfare Officer                                           Welfare Officer 

↓                                                          ↓ 

Administration                                                 General 

↓                                                                  ↓ 

Clerks                                                               P.F.E.S.I 

↓                                                                      ↓ 

(Master side)                                                    (Production side) 

↓                                                                               ↓ 

Recruitment                                                      promotions 

↓                                                                              ↓ 

Preparing 

↓ 

Spinning                                                                     Accidents 

↓                                                                               ↓ 

                     Winding                                                                        Welfare& other Provisions 

↓ 

Finishing & jute 

Functions of Personnel Department: 

      The primary objective of HRM is to ensure the in availability of competent and willing work 

force to the organization. The various of personnel department is performed in order to realize the 

objectives stated above the main functions are: 

a. H.R. Planning. 

b. Recruitment and Selection. 

c. Training and development. 

d. Performance appraisal. 

e. Employee and executive remuneration. 

f. Motivation and Communication  

All other main functions of H.R. department are performed as per the standard of the functions act 

1948. 
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Other Department: 

           The need for various departments depend on the nature of activities involved in the 

organization. This organization account purchases and stores, EDP, Jute, civil, and electrical and 

Generators Departments are also main sub-operating pillars of the organization. The function of 

various departments are: 

Account           -       It prepares all necessary account concerned to finance sales purchases     

                                     Etc. 

Stores              -      Looks after the materials required by various department. 

EDP                  -       Provides information to whole organization. 

Electrical          -      It provides power to whole organization 

 

 

                                               Man Power Particulars 

 Permanent 

I 

Transit  

TI 

Rejoin 

Prem 

Rejoin 

Sp 

Badli 

TT 

Rejoin 

Badli 

8 

New 

Badli 

9 

Appren 

Tice 

J.A M.A Act 

app 

total On 

Roll 

As 

16-

12-

19 

Preparing 266 04 184 27 50 189 162 - - - 882 871 

Spinning 255 08 177 12 51 140 88 - - - 731 720 

Winding 167 03 101 04 37 71 104 - - - 487 487 

Beaming 52 04 20 01 01 14 - - - - 92 93 

Weaving 341 03 248 24 67 223 39 09 - - 954 926 

Finishing 157 03 123 06 43 32 07 - 50 48 346 373 

Workshop 133 - 62 14 05 34 - - - - 22 342 

Jute 06 - 03 - 11 02 - - - 48 3885 22 

Total 1377 25 918 88 265 705 400 09 50 - 21 3825 

Monthly 

opet 
21 - - - - - - - - - 48 21 
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Clerical 46 - - - - - 02 - - - 67 48 

Supervisors 56 - - - - - 11 - - - 26 67 

Officers 26 - - - - - - - - - 26 26 

Watch & 

Ward 
26 - - - - - - - - - 26 26 

Grand 

total 
1552 25 918 88 265 705 413 09 50 48 4073 4013 

 

1. Recruitment: 

It is the process of stimulating the applicants to apply for job. Here in recruitment process of 

searching for and obtaining applicants for jobs from among when the right people can be selected. 

2. Recruitment Policy: 

The policy of management is to acquire suitable persons for the right job at right time at the right 

place and to maintain required man power of the organization. 

3. Sources of Man Power: 

In the industry sources of recruitment can be classified into two brand categories, namely internal 

and external sources. The two sources as follows they are 

Selection: 

Next to Recruitment the logical step in the Human resource is selection of qualified and competent 

people. Selection is the process of picking individuals with request qualifications competence to 

fill jobs in the organizations. 

Selection Procedure: 

The selection procedure consists of a series of steps. At each stage facts may come to light which 

may lead to the rejection of applicants. It is a series of successive hurdles of barriers an applicants 

must across. These hurdles are screens are designed to eliminate on unqualified candidate at any 

point in the selection process. This technique is called “Successive hurdle technique”. 

There is no standard selection increase with level and responsibilities of the portion to be filled. 

The strategy are method used selecting employee various from to firms and one job to another job. 

  Steps involved in employee selector may be described at under. They are: 

1. Preliminary Interview 
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2. Application Blank 

3. Selection Test 

4. Employment Interview 

5. Medical Examination 

6. Reference checks 

7. Final Approval 

Selection Committee: 

Here formally no selection committee is constituted but the selection committee. Is maintained 

informally. Here all selection are done by the director of the unit. The committee consists of top 

level management members. They are managing director and director. 

Worker Cadre: 

 They need not have any educational qualifications. Their selection process will be done on two 

stages. Preliminary selection and final selection will be able to do the technical work if they have 

any experience. Then in final selction is certain departments height, weight are required to be 

tested. If they are according to the prescribed measurements of height and weight. Then they will 

be placed 

Apprentice: 

In this organization. ITI apprentice are there where they have to undergo there stages. They are  

1. Written test 

2. Practical test 

3. Oral interview 

If they are passed in the above three stages then they will be selected and stipend is also given as 

per apprentice act, 1961. 

 

Promotion: 

The promotion policy of this organization is purely based on the experience promotion means an 

improvement in pay, prestige, position and responsibilities of an employee with in his/ he 

organization. 

Transfers: 
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A transfer involves a change in the job of an employee without a change in responsibility or 

remuneration. When any critical situation i.e. it man power shortage due to any reasons then Eluru 

workers will transferred temporarily. 

Another policy of this organization is if both husband and wife are having the qualification and 

husband is working in Krishna Jute Mills and wife is working at Krishna Machines, Kothuru then 

the will be shifted to Eluru Mill. The organization is having some instance of this. 

Performance Appraisal: 

Performance appraisal is formal structured system of measuring and evaluating an employee’s job 

related behavioral and onwards to deserver how and any the employee is presently performing on 

the job and how the employee can perform more effectively in the future. So that the employee 

organization and society all benefit. Confidential reports are being sent by the organization, 

periodically this process will be done. But if any situation arises then the personal department takes 

to submit the confidential report are taken at the apprentice level review are collect. 

Leave Facilities: 

The leave to the people working in this organization are as follows: 

1. Officer: 26 casual leaves, 10 medical leaves half payment is given for every 3 years it will 

be lapsed. 

2. Supervisory, Clerical: 26 casual leaves. 

3. Workers:  15 Earn leaves 

Constitution of Jute Industry in A.P.: 

         The jute industry is ling standing labor intensive industry is costal Andhra. The jute industry 

in Andhra Pradesh Company of two segments. Composite jute mills which convert raw materials 

into yarn and there from produce fabric and bags. Yarn and twin mills which produce only jute 

yarn and twin from raw jute. The following are the composite jute mill in A.P. and their production. 

Name of the mill Estimated yearly production Tons 

Chitivalasha Jute Mill Ltd. 30,000 

Sri Krishna Jute Mill Ltd. 30,000 

Nelimarla Jute Mill Ltd. 30,000 
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Shree Bajanarg Jute Mill ltd, Guntur 18,000 

Hoogly Mill project ltd, Vijayanagram 10,00 

 

The above are ling established jute mills employing nearly 22,000 workers and paying very high 

wages. All the four mills were set up during 1900’s taking advantage of abundant availability of 

bimili mestha. since mestha is suitable for manufacture of coarse goods like sacking bags, the mills 

were set up to manufacture only sacking bags, the mills were set up to manufacture only sacking 

bags suitable for packing of goods grains sugar, cement etc.   

Welfare Provisions: 

Welfare provisions are divided into two types. They are: 

1. Statutory 2. Non-statutory provisions 

1. Statutory: statutory facilities are according to factories act 1948 provided. 

2. Non-statutory: Non-statutory provisions are not compulsory it is depend up on the 

organization position. 

Other Provision: 

In addition to above provisions marriage loans are provided to workers of 6 months salary or 50% 

of employee’s contribution is salary which ever work. Every worker when he is retiring he will 

get a sliver the management one are named venkatapuram was adopted and organization is working 

for its development from 2000 onwards. blouses are given to female workers 2 pairs of uniforms 

is given to security mechanical opposite to Krishna Jute Mills, one part is maintained. 

Employee Provident Fund: 

10% of the salary is contributed by the both employer and employee. In which 8.33% goes to 

pension’s scheme and 1.67% will be credited in employee a/c in the name of employee 

Gratuity: 

When any worker has five years of continuous service he is entitled to gratuity. For that worker 

has to work for not less than 240 days in an year and for 6 months for no less than 120 days. The 

calculation gratuity of payment is done as per the provisions of this act. 
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Employee state Insurance: 

Under this workers can have various advantages of benefits provided by this act that is 

administrated by the general administration department. 

The various benefits under ESI are: 

1. Sickness benefit 

2. Maternity benefit 

3. Dependent benefit 

4. Disablement benefit 

5. Medical benefit 

6. Funeral benefit 

7. Above said benefits are provided to the workers whose salary is less than 10,000/- and 

others are executed from the above E.S.I benefits. 

Maternity Benefits: 

As E.S.I Act takes care of this benefit so no separate administration of maternity benefits are 

required. Under E.S.I act women worker gets holiday of 12 weeks that is 6 weeks before and after 

confinement date. 

Workmen Compensation: 

It is covered under disablement benefits under E.S.I 

Pole of Welfare Officer: 

Here welfare officer discharges the following function and plays the active role which are 

a) Supervision of safety, health and welfare programs. 

b) Counseling workers in personnel and family problems 

c) Advising management in matters of formulating labor welfare policies. 

d) Establishing liaison with workers so that they may understand various limitations under 

which they work. 

e) Establishing liaison with management so that they latter many appreciate worker’s 

viewpoint to various matters in the plant 

Absenteeism, Turnover and Late Coming 

Company Policy: 



31 
 

Company policy regarding absenteeism, Turnover and late coming is to decrease then by 

punishment, dismissed, fine and counseling. For decreasing turnover they implement day to day 

new motivational means. 

Absenteesim    -  5%  to 8% per month 

Turnover           - 10% to 15% per year 

Late coming     -  10% to 16% per month 

 

Absenteeism and Causes: 

Here absenteeism is frequent and the main reason for absenteeism is sickness, family problems 

and heavy work load. Because of absenteeism is the production targets are not reached by existing 

workers some times. Which may cause delay of goods to the customers. 

Late Coming and Causes: 

Most of the time workers come lately because of family problems and sometimes they come 

intentionally. 

Measures: 

For late coming and absenteeism workers are given warning. If they repeat again and again they 

are punished or fined or dismissed or enquiry is conducted why they are doing so. For decreasing 

turnover management is increasing pay structure and adopting other motivational methods. 

Leave and Holiday Administration: 

Different leave facilities:- 

The leaves to the people working in this organization are as follows: 

Workers         - Earn leaves, medical leaves, causal leaves, and maternity leaves. 

Officers          - 26 casual leaves, 10 medical leaves half payment is given for every three years it 

will be lapsed. 

Supervisory, clerical – 26 causal leaves workers get 15 earn for which payment is made every 

January. The procedures for applying leaves are as per the rules and regulations of the standing 

orders of the company. 
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Holidays:- 

Before 2002 the workers are entitled to total holidays 15 per year. Now it is decreased to 11 

holidays they are: 

Holidays Permanent Budli Budlirejoined 

Pongal * * * 

Republic day * * * 

May day * * * 

August 15 * * * 

October 2nd * * * 

Deepavali * * * 

Christmas * * * 

Sankranti * * * 

Mahasivaratri * * * 

Ugadi * * * 

Vinayakachaviti * * * 

 

Budil workers gets 8 days of holidays and budli rejoined gets 9 days of holidays per year. 

Learning time- 35/- period – 3 to 4 months 

Apprentices - 240 days 70,90,100 rupees 

Excrisiya      - every 80 days 

ESI- Employs State Insurance: 

 Health problems 

 Without marriage, old patents, voids mother. 

 Any health problem take care under the ESI. 

 2 lakhs for operation and medicines are unlimited. 

 ESI died or retired persons take the permissions per month 2000-3000 

Beadily: A worker died any situation a company gives the money and 10% money gives for the 

marriages. 

We are working in company at the time company gives the personal loans and home loan 
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Time Office Management 

Administration of Attendance:- 

Each of the department maintains separate attendance registers which consists of worker name, 

age, shift timing and these register are submitted to the personnel department for recording of the 

data into the review report of every employee which acts as the performance appraisal later. 

Hours of work: 

According to factories act 1948 the minimum working hours are maintains as per the provisions 

of this act that 8 hours per day and up on hours in a week. Here problem of spread over and 

overlapping is not there and working hours are framed as per the convince of the workers. 

Communication Policy: 

Open door policy is followed in this organization to communicate with department, office staff 

and workers. Here the communication is in two ways that is receiving of message. Because of this 

relationship between labor management is good and there are no problems in the administration if 

all departments and others sections of the organization. This is the policy of the organization 

Communication Media: 

They have variety of communication media which are manual and technical. The common 

mediators between labor- management communications are trade union, personnel department and 

various committees. Besides that technical channels of communication are: 

 Telephones: Each department is connected through telephone connections. 

 Local area network 

All department computers are interlinked through local area network. Through this information 

sharing is very easy. 

In addition to above communication is done through memos, circulars, notice boards and 

announcements. The communication channels are well equipped with technology which is 

interlinked with internets and local area networks. 

Total Man Power: 

Permanent workers          =   2320 

Budli                                =   1058 

Apprenticeship                 =   507 

Clerical                             =   67 
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Supervisors                        = 57 

Officers                              =   26 

Watchmen                          =   26 

Total                                   = 4060 

Provision tax: 

Below 5000                         -     no deduction 

5001-6000                           -    60/- deduction 

6001-1000                           -   80/- 

1001-15000                         -   100/- 

15001-20000                       - 150/- 

20001- above                       -  200/- 

 



 
 

 

 

 

 

 

 

 

 

 

 

 

CHAPTER – IV 

THEORATICAL FRAMEWORK OF JOB 

SATISFACTION 
 

 

 

 

 

 

 

 

 

 



35 
 

THEORATICAL FRAMEWORK OF JOB SATISFACTION 

1.1 Introduction about Job satisfaction 

Job satisfaction is primarily based upon the satisfaction of needs the more closely will job 

satisfaction depend on its gratification job satisfaction is a person’s attitude towards the job.  

Positive attitude towards the job are equivalent to job satisfaction whereas negative attitude 

towards the job are equivalent to job dies-satisfaction. Job satisfaction has been defined variously 

from time to time.  

1.2 Meaning of Job Satisfaction: 

Job satisfaction is the degree to which individuals feel positively or negatively about their 

jobs. It is attitude or emotional response to one’s tasks as well as to the physical and social 

conditions of the workplace. At first glance and from the perspective of Herzberg’s two factors 

theory, some aspects of job satisfaction should be motivational and lead to positive employment 

relationships and high levels of individual job performance. 

Table I.1 Job satisfaction cycle: 

Expectation Actual 

Salary Actual salary. 

Co-workers Co-workers movement. 

Do-the work Motivation. 

Increase productivity Job satisfaction. 

 

1.3 Objectives of Job satisfaction: 

 Get precise details - Employers give surveys to get accurate details from their employees. By 

getting personal details from each employee, the employer gets to understand how the 

company is excelling. Asking open-ended questions allows the employee to provide comments 

and feedback that is healthy to the organization. Honest feedback is only received from surveys 

that allow the employees to remain anonymous. To give your employees an environment where 

they can be open without the fear of criticism, allow them to keep it anonymous.                                                                                     

 Evaluate management methods - A properly managed company is efficiently run without 

wasting time and efforts. Most times the management cannot tell how effective their tools are 

just by affecting them; they only know the effects once the employees work with them on a 
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regular basis. Employee satisfaction survey allows the organization to identify problem areas 

that the management may not be aware of. Use this process to determine whether training 

methods and materials are beneficial to the employees or not. 

 Evaluate Employee Perception - Due to fear of disciplinary action or sacking, most workers 

will choose to conceal what is happening in the workplace environment. The management is 

therefore left in the dark leading to low employment morale and a low turnover of profits. To 

develop high turnover rates, develop an atmosphere that will allow you to learn how satisfied 

they are with the opportunities for growth, development programs, management and supervisor 

attitudes, employee rewards and recognition programs. 

 Increasing employee involvement - When employees are involved in the company's affairs 

they are satisfied. A plan to increase opinions and ideas will result in employees feeling more 

involved in the company decisions.  

The plan must provide clear guidelines regarding how the employees contribute more in their place 

of work with the ideas highly evaluated. Employee involvement results in the employees feeling 

valuable to the business. 

  1.4 Nature & conditions of job satisfaction: 

Job satisfaction is specifies of affect or hedonic time for which the stimuli are event or 

condition experienced in connecting with jobs or occupations. 

 The events or conditions expertise by a person in his Job arouses feeling or affect which 

he can verbalize on a continuum of dislike pleasant etc. 

 People may differ in their degree of job satisfaction. 

 Attributed to difference in stimuli features of job such as pay and supervision. 

Table I.2 Factors associated with job satisfaction:  

In two factors theory 

Factors in job Satisfaction/  

Dis-satisfaction 

Factors in job 

Motivators/satisfiers Dies-satisfiers Hygiene’s. 

Intrinsic/job content  Job context Extrinsic. 
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Achievement Salary. 

Reorganization Working conditions. 

Work it self Relation and co-relation With supervisors. 

Responsibility advancement Relation with technical. 

Physical growth supervision Practices Company policies and job 

Security status personal life. 

 

1.5 Importance of job satisfaction: 

 High job satisfaction may lead to improved Productivity, increase in turnover improve in 

attendance, reduce accidents less job stress and lower unionization. 

 Job satisfaction is important for the individual in the organization which employ them and the 

society as whole. 

 What parts of their jobs these feeling are focused on which departments are particularly 

affected and whose feelings are involved the survey is a powerful diagnostic instrument for 

assessing employee problems. 

 Improved communication its flows in all directions as people plan the survey, talk and discuss 

its results.  

 An unexpected benefit from a job satisfaction survey is improved attitudes. Which gives 

employees a reason to feel better towards management. 

1.6 Sources of job-satisfaction: 

The work is major source of satisfaction the most important requisite considering work 

includes interest and challenging work that is not boring and a job that provides status. The most 

important amongst them are wages structure; nature of work promotion chances, quality of 

supervision, work group and working conditions.                                                                          

Working conditions: 

The working condition under which work is carried on significant influence on nature of 

working conditions and worker management relation. Length of the work day, the intensity of 

work and physical work environment among the more important financial factor affecting 

employment relationship and physical comfort. 

Wages: 
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Wages play a significant role in influencing job satisfaction money is an important 

instrument in fulfilling ones needs. Employees often see pay as a reflection of managements 

concern for them. 

Nature of work: 

Most employees crave intellectual challenges on jobs they tend to prefer being given 

opportunities to use their skills and abilities and being offered a variety of tasks, freedom and 

feedback on how well they are doing. 

Promotions:   

Promotional opportunities affect job satisfaction considerably the desire for promotion is 

generally strong among employees as it involves change in job content, pay, responsibility, 

independence, status and the like. 

Supervision:     

There is a positive relationship between the quality of supervision and job satisfaction 

supervisors who establish a supportive personal relationship with subordinates and take a personal 

interest in them contribute to their employee satisfaction.  

 Maintain open lines of communication. 

 Create a good physical environment. 

 Give ample recognition. 

 Allow for participative management. 

 Conduct morale building programmers.         

Work group:                    

The work group does serve as a source of satisfaction to individual employees. It does so, 

primarily by providing group members with opportunities for interaction with each other it is well 

known that for many employees work fills the needs for social interaction. 

Provisions regarding the health of workers 

Section 11 to 20 of the act contain certain provisions intended to ensure the condition under 

which work is carried in factories not affecting the heath of workers injuriously.  

Cleanliness: 
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Section 11 as amended in 1976 factory should be clean and free from effluvia, drain privy 

and other nuisance. 

 Accumulation of direct and refuse shall be remove daily from work rooms staircase and 

passage.  

  The floor of every work room shall be cleaned at least once in every week by washing 

using disinfectant.  

 Where the floor is liable to get wet, means of drainage must be provided.  

 All doors and window frames and other wooden or metallic frame work and shutters shall 

be kept painted or varnished at least once in 5 years. 

 Where they are painted with washable water paint must be repainted with at least once in 

3 years.  

  All inside wall and partitions and ceiling when painted otherwise then with washable water 

paints once in 5 years. In other case white wash or colors wash at least once in 14 years. 

Disposal of waste and effluent: 

Section 12 as amended in 1976 effective arrangement shall be made in every factory for 

disposal of waste and effluent due to manufacturing process carried on their in  so as to render 

them innocuous and for their disposal. The arrangement must be approved by authority under the 

rules. 

First aid:  

Every factory must provide first aid boxes or cupboard they must contain the prescribed 

materials and they must be in charge of persons trained in first aid treatment. Factory employing 

more than 500 person must an ambulance room containing the equipment and in charge of the 

prescribed medical and nursing staff. 

Ventilation and Temperature: 

Section 13 effective and suitable provision shall be made in every factory for securing and 

maintain in every for securing and maintaining in every work room. Such temperature as will 

secure workers and prevent injury to their health.  
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The wall and roof must be of such material and of such design as to keep the temperature 

low the hot parts of machine processes must be separated and insulated. The state government 

makes rules providing for keeping of thermometers in specified place and the adoption of method 

which will keep the temperature low.  

Dust and fumes: 

Section 14, if the manufacturing process gives of dust and fumes which is injurious or 

offensive, measures shall be adopted to prevent its inhalation and accumulation, if stationery 

internal combustion engine is used is steps must be taken to conduct its exhaust. Outside in other 

causes steps must be taken to prevent the accumulation of exhaust fumes. 

Artificial humidification: 

In respect of all factories in which the humidity of air is artificially increased the state 

government may rules regarding follows- The standard of humidification. 

 The method used for artificially increasing Humidity.  

 The test for determining humidity.  

Sec 15 (1) the method to be adopted for securing adequate Ventilation and cooling of air 

in work room.           

Sec15 (2)  The water used for humidification shall be taken from a public supply or other 

sources of drinking water and must be effectively purified before use.  

Sec 15 (3) the inspector of factories if necessary may specific the measures necessary for 

purifying the water.                                         

Overcrowding: 

Sec 17, No room in any factory shall be overcrowded to an extend may injurious to the 

health of workers in factories existing before.  

The commence of the act, there must be at least 55 cu. Mt (350 cubic feet) of space for 

every worker employed there in factories but after the act there must be at least 75. Cu.mt (500 

clubfeet) of space for worker for worker in calculating the amount of space. No. account shall be 

taken of any space which is more than 5 (mt 14ft) above the floor of the room. 

Lighting: 

In every part of a factory where workers are working passing there shall be providing and 

maintaining sufficient and suitable lighting natural artificial both glazed window and sky lights. 
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Shall be kept clean on both sides and free from obstruction effective  provision shall be made so 

far as is practicable to prevent glare and the formation of shadow to such an extent as to cause eye 

strain the risk of accident.  

Drinking Water:  

Sec 18, In every factory effective arrangement shall be made to provide and maintain at 

suitable points conveniently suitable for all works employed there is a sufficient supply of whole 

some drinking water. All such points shall be situated within 7.5mt (20ft) of any washing place or 

toilets unless a short distance is approved.  

In writing by the chief inspector in every factory where in more than 250 workers are 

ordinarily employed provision. Shall be made for cooling drinking water during hot weather by 

effective means for distribution there of the state government may make rules regarding above 

provision.  

Latrines and urinals:                

Sec 19, Every factory must provide sufficient number of latrines urinals there must be 

separate provision for male and female workers it must be kept. In clean and sanitary condition in 

factories employing more than 25 workers they might be have prescribed sanitary types. The floor, 

internal walls up to height of 90cm (3ft) and the sanitary blocks should be laid in glazed tiles or 

otherwise finished to provide a smoothly washed and cleaned at least once every 7 days with 

suitable detergents, disinfectants the state government may prescribe the number or latrines and 

the urinals for the prescribed number of employees.  

Spittoons: 

Sec 20, a sufficient number of spittoons must be provided at the convenient places they 

must be maintained in a clean and hygienic condition. The state government may make rules 

regarding their number location and maintenance no person shall spit in the spittoons if person 

does so he may be fined up to Rs5.  

Co-worker: 

The nature of work group has an effect job satisfaction friendly co-operative co-workers 

are modest source on job satisfaction to the individual employee the work group serves as a support 

of comport advice and assistant at individual worker a good work group make the job more 

enjoyable however this factor is not essential to job satisfaction on the other hand if the reverse.  
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The condition exist the people are difficult to get along this factor may have negative effect on job 

satisfaction. 

Pay:  

Wages and salaries are recognized to be significant in complex and multidimensional factor 

in job satisfaction employee often sees pay as a reflection of how management views their 

contribution to the organization fringe benefit. Is also important but they are not influenced to 

moral things. 

To have varying effect on job satisfaction. This is because promotion takes a number of 

different forms and have a variety of companying rewards or example individuals who promoted 

on the basis of seniority after experience job satisfaction but no much those who are promoted on 

the basis of performance. 

Ways of Measuring Job-Satisfaction: 

There are a number of ways of measuring job satisfaction this is not surprising since 

hundreds of studies have been conducted over the part there and a half decades employing varied 

techniques. 

The most common ways of measurement include rating scales, critical incidents, interviews 

and action tendencies. 

Table I.3 

Ability utilization Moral values. 

1.Achievement Recognition. 

2. Activity Responsibility. 

3. Advancement Security. 

4. Authority Social service. 

5. Company policies 

& practice 
Social status. 

6. Compensation Supervision human relations. 

7. Co-workers Supervision technical. 

8. Creativity Variety. 

9. Independence Working conditions. 
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1.7 Factors influencing job satisfaction: 

Personal factors: 

The following are various personal factors which have influenced on job satisfaction. 

 Age. 

 Sex.                                                                                                                                                

 Time on job. 

 Intelligence. 

 Education. 

 Personality. 

 Number of dependents. 

Age: 

Age has little relationship to job satisfaction for all employees but play a vital role in some 

job situations. Some of them found that job satisfaction is higher with incising age and at times it 

found to be low sometimes there will be no difference. 

 Job Satisfaction and Productivity. 

 Job Satisfaction and Employee Turnover. 

 Job Satisfaction and Absenteeism.  

 It Reduces the Level of Unionization.  

 Job Satisfaction Reduces the Level of Accidents.  

 It Helps to Create a Better Working Environment.  

 Employee Satisfaction Can Lead to Customer Satisfaction.  

 Growth. 
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Time on job:                 

The job in time helps to improve interest in work and helps in improving the range of 

production in day to day it helps to maintain the proper availability of stock helps at the time of 

shortage of finished goods. 

Intelligence:  

There is a positive relationship of intelligence of job satisfaction it is depend upon the level 

and the range of intelligence and challenges.       

Education:  

It seems to be the major role influencing the great extent to job satisfaction in many 

organizations people who have not completed high school to be more satisfaction than those who 

are educated. 

Personality:  

It has been consider one of the major causes on job satisfaction this may be the job is of 

great strain job satisfaction is seem to be the more with the person with high interpersonal 

relationship.  

Skill:  

Skill relation to job satisfaction has  bearing on several other factors like, the king of work 

occupation status responsibility where there is skill to considerable degree it find to came as first 

source of action to the work man.  

Responsibility: 

It is important factor influences job satisfaction in way that makes if difficult to determine 

the relative contribution to job satisfaction, responsibility usually goes with the time on job age. 

Daily hours: 

No adult workers shall be required or allowed to work in a factory for more than nine hours 

in any working day the daily may be exceeded with the previous approval of the chief inspector to 

facilitate of shift.  

Employee attitude: 

The social factor in job satisfaction every worker would like to express his problem and he would 

like his problem to be solved by management understanding the employee attitude is an important 

factor in job satisfaction this gives him a feeling that he is being looked after this gives him a 

feeling as he is a member of that organization. 
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DATA ANALYSIS 

1. How long you have been working in this organization 

Data: 

Attributes 0-10y 11y-20y 21y-30y Above 30y Total 

No. Of 

respondents 

30 35 30 25 120 

Percentage of 

respondents 

25% 30% 25% 20% 100% 

Table No.1 

Graphical representation: 

 

 

Interpretation: 

By observing the above graph 28% of employees have the work experience of 0-10 years, 

29% of the employees have 11-20 years experience, and 24% of the employees have 21-30 years 

of experience while the remaining 19% of the employees have above 30 years of experience. The 

increasing in percentage of work experience shows that most of the employees are have positive 

attitude towards organization which indicates their satisfaction. 
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2. Rate the working condition in the organization 

Data: 

Attributes Good Satisfactory Not 

completely 

satisfied Total 

No. of 

respondents 

45 40 15 20 120 

Percentage of 

respondents 

37% 33% 13% 17% 100% 

Table No.2 

 

Graphical representation: 

 

 

Interpretation: 

From the above graph 37% of the employee opinion good at the working of organization, 33% 

of opinion satisfactory while 13% of the employee opinion satisfied in e.i.c.c Ltd, Eluru. 13% of 

the employee opinion that they are not completely satisfied. It determines that satisfaction levels 

are increasing among employees.  
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3. How do you rate the working hours in the organization 

Data: 

Attributes Excellent  Good  Average  poor total 

No. of 

respondents 

35 40 20 25 120 

Percentage of 

respondents 

30% 34% 16% 20% 100% 

Table No.3 

   Graphical representation: 

 

 

 

Interpretation: 

By observing the above graph 35% of employees in the organization opinion excellent, 40% 

of the employees opinion good, 20% of the employees opinion average and the remaining 25% of 

the employees opinion poor about the manner of tasks at E.I.C.CO.Ltd, Eluru. It indicates that 

satisfaction levels are increasing among employees while managing the required tasks. 
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4. Satisfaction about the manner of the tasks required to perform by the employees 

Data: 

Attributes  Excellent  Good  Average  Poor  Total  

No. Of 

respondents 

40 40 20 20 120 

Percentage of 

respondents 

34% 34% 16% 16% 100% 

Table No.4 

Graphical representation: 

 

 

Interpretation: 

By observing the above graph 34% of employees in the organization opinion excellent, 34% 

of the employees opinion good, , 16% of the employees opinion average and the remaining 16% 

of the employees opinion poor about the manner of tasks at E.I.C.CO.Ltd, Eluru. It indicates that 

satisfaction levels are increasing among employees while managing the required tasks. 
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5. Rate the satisfaction of the employees about the benefits provided by the organization 

Data: 

Attributes  Excellent  Good  Average  poor total 

No. Of 

respondents 

35 45 20 20 120 

Percentage of 

respondents 

30% 38% 16% 16% 100% 

Table No.5 

 

Graphical representation: 

 

 

Interpretation: 

By observing the above graph 38% of employees in the organization opinion good and 16% of 

the employees opinion poor about the benefits provided by the organization. It indicates that the 

percentage of satisfaction towards the benefits provide by the organization is increasing among 

employees. 
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6. How the steps taken by the employer when employees are in troubles in the organization. 

Data: 

Attributes 

 
 

Giving 

Guidelines 

Taking 

personal 

care 

Giving 

Counseling 

Other 

Methods 

Total 

No. Of 

respondents 

40 30 30 20 120 

Percentage of 

respondents 

34% 25% 25% 16% 100% 

Table No.6 

Graphical representation: 

 

Interpretation: 

By observing the above graph 25% of the employees opinion it as counseling,25% of the 

employees feel it as taking personal care and 16% of the employees  opinion it as through other 

methods while they are in troubles at E.I.C.CO.ltd Eluru. It indicates that organization giving 

guidelines about employees while they are in troubles. It increases positive morale among 

employees which also increase their satisfaction levels.               
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7.  Satisfactions of the employees towards their salary package in the organization. 

Data: 

Attributes  Highly 

satisfied 

Satisfied Dissatisfied Neutral Total 

No. Of 

respondents 

22 43 25 30 120 

Percentage of 

respondents 

18% 36% 20% 26% 100% 

 

Table No.7 

Graphical representation: 

X 

 

Interpretation: 

By observing the above graph 36% of the employees are satisfied, 20% of the employees are 

dissatisfied and 26% of the employees are neutral towards the salary package provided by the 

organization to them. It indicates that almost 54% of the employees are   satisfied with the salary 

package provided by the organization. 

 

 

 

0%

20%

40%

60%

80%

100%

120%

Highly
satisfied

Satisfied Dissatisfied Neutral Total

Percentage of
respondents



52 
 

8. Employee’s relationship with the superiors in the organization 

Data: 

 Attributes Excellent Good Average Poor Total 

No. Of 

respondents 

38 42 20 20 120 

Percentage of 

respondents 

32% 36% 16% 16%- 100% 

Table No.8 

Graphical representation: 

 

 

Interpretation: 

By observing the above graph it can be identified that 32% of the employee’s opinion excellent, 

and 36% of the employees opined good about their relationship with their superiors in the 

organization. It indicates that employees are improving their relationship with their superior which 

improves their morale towards organization. 
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9. Whether co-workers help in problems?   

Data: 

Attributes Excellent Good satisfaction poor total 

No. Of 

respondents 

38 42 30 10 120 

Percentage of 

respondents 

31% 36% 25% 8% 100% 

Table No.9 

Graphical representation: 

 

Interpretation: 

By   observing the above graph   it can be identified that 36% of the employee’s opinion that 

there is helping nature in co-workers and 8% of the employee’s opinion that there is lack of 

cooperation among co-workers while working at E.I.C.CO. Ltd Eluru. It indicates that there is   

cooperation and coordination among workers while working. 
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10. Whether there is free flow of communication in the organization 

Data: 

Attributes Yes No Total 

No. Of respondents 80 40 120 

Percentage of 

respondents 

66% 34% 100% 

Table No.10 

Graphical representation: 

 

 

 

Interpretation: 

By observing the above graph it can be identified that 66% of the employees feel that there 

is free flow of communication at the work place in the organization, while the remaining 34% of 

the employees do not agree with it.  It indicates that there exists free flow of communication in the 

organization that allows the employees to share their ideas and opinions which motivates them to 

put their efforts by causing job satisfaction. 
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11. What  about the basis for promotion in the organization 

Data: 

Attributes Merit Seniority Merits 

&Seniority 

Recommendations Total 

No. Of 

respondents 

60 35 20 5 120 

Percentage of 

respondents 

50% 30% 16% 4% 100% 

Table No.11 

Graphical representation: 

 

Interpretation: 

By observing the above graph 50% of the employee’s opinion that the basis for promotions 

is merit, 30% of the employees opinion it as seniority, 16% of the employees opinion it as merit& 

seniority, 4% of the employees opined that nothing is the basis for promotions at the organization. 

It indicates that there is follow the proper system for giving promotions to the employees in the 

organization. It shows good impact on the performance of the employees leading to job 

dissatisfaction. 
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12. Do you boredom faced while doing the work in E.I.C.CO. Ltd Eluru 

Data: 

Attributes Yes No Total 

No. Of respondents 25 95 120 

Percentage of 

respondents 

20% 80% 100% 

Table No.12 

Graphical representation: 

 

Interpretation: 

By observing the above graph 80% of the employees do not feel   boredom and 20% of the 

employee’s opinion boredom while working at E.I.C.CO. Ltd Eluru. It indicates that most of the 

employee’s not facing boredom while carrying out the job. It increasing the satisfactory levels of 

the employees. 
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13.  Opinions of the employees towards fringe benefits provided by the organization. 

Data: 

Attributes Excellent Good Satisfactory Average Total 

No. Of 

respondents 

20 40 45 15 120 

Percentage of 

respondents 

16% 34% 37% 13% 100% 

Table No.13 

Graphical representation: 

 

Interpretation: 

By observing the above graph 37% of the employees feel satisfactory, 34% of them feel 

good,13% of them feel average and the %of the  remaining employees feel excellent about the 

fringe benefits provided  by the  organization. It indicates that employee’s satisfactory levels are 

increasing towards the fringe benefits of the organization. 
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14. Does the safety measures provided by the organization. 

Data: 

Attributes Yes No Total 

No. Of 

respondents 

90 30 120 

Percentage of 

respondents 

75% 25% 100% 

Table No.14 

Graphical representation: 

 

Interpretation: 

By  observing the above graph it can be identified that 75%of the employees opined that the   

organization is providing safety measures, 25% of opinion that the organization is not providing 

the safety measures while working. It indicates that the safety measures provided by the 

organization are causing good impact on the job satisfaction of the employees 
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15.  The opinion /rating of the employees about the job satisfaction levels 

Data: 

Attributes excellent good satisfactory poor Total 

No. Of 

respondents 

30 40 40 10 120 

Percentage of 

respondents 

26% 33% 33% 8% 100% 

 

Table No.15 

Graphical   representation: 

 

 

Interpretation: 

By observing the above graph 33% of the employees ranked good, 33% of the employees 

ranked satisfactory, 8% of the employees ranked poor and the remaining 26% of the employees 

ranked excellent about the job satisfaction levels at E.I.C.CO. Ltd Eluru. It indicates that job 

satisfaction is at the satisfactory level among employees. 
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CHAPTER – VI 

Findings, Suggestions and Conclusion 
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FINDINGS: 

 Employees in E.E.CC.CO Ltd can see themselves in a better position in near future which 

indicates the carrier growth on the company. 

 

 Company successful in providing good working conditions. 

 

 Megacity of the respondents feels that they are under paid. 

 

 Employees in theE.E.CC.CO Ltd have good relationship with their peers, superiors and sub-

ordinates. 

 

 All most all the employees have positive attitude of the management towards security as 

employees feel highly secured in E.E.CC.CO Ltd. 

 Half of the Employees are not satisfied with the personal development. 

 

 Employees in all departments are well planned while performing their activities. 

 

 On the whole employees inE.E.CC.CO Ltd  have Job Satisfaction the contributing factors for 

their satisfaction are good relationship, Working conditions, security & safety and other 

benefits. 
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SUGGESTIONS: 

 The company should increase the number of benefits to the employees. 

 All the employees who are working for the company are feeling that they are having job 

security. So it is better to maintain the same conditions. 

 The organization should provide more welfare facilities so that each and every employee is 

satisfied. 

 Organization should provide open door policy to meet organizational requirement and solving 

the employee’s problems. 

 The organization should place a complaint and suggestions box to know the employees 

feedback and valuable suggestions. 

 The organization should organize more stress relief programmers and cultural activities to the 

employees so that they refresh and concentrate more on work. 

 The management wants to provide the recreation entertainment facilities it helps to refresh 

them, which helps to self-refresh and Helps to concentrate more on work with fresh mind set. 
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Conclusion: 

From the analysis I conclude that job provides the employees to exercise his/her skills at 

work place. No. of the expected that the times there is a considerable flexibility in coordinating 

with work and they are satisfied with the working inter personal communication. In E.I.C.COL ltd 

hence they follow the systematic planning and review process to evaluate the performance of 

employee. 

From analysis it was also observed that was there is scope for the implement of working 

conditions in E.I.C.CO.Ltd.  

Finally I conclude that the employees of E.I.C.CO.Ltd Eluru are satisfied with their work 

and organization. 
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QUESTIONNARE ON EMPLOYEE JOB SATISFACTION 
 

         Employee Name: 
                  Designation:  
1. How long you have been working in this organization 

a)  0-10  b) 11-20   

c) 21-30  d) above 30 

2. Rate  the working condition in the organization 

a) Good              b) satisfactory     

      c) not completely     d) satisfied  

3. How do you rate the working hours in the organization 

a) Excellent    b) good               

 c)average               d) poor 
4. Satisfaction about the manner of the tasks required to perform by the employees 

a) Excellent       b) good          

c)average               d) poor 

5. Rate the satisfaction of the employees about the benefits provided by the organization 

a) Excellent       b) good              

c) average               d) poor 

6. How the steps taken by the employer when employees are in troubles in the organization. 

a) Giving guidelines      b) taking personal care 

c) sharing feelings       d) other methods 

7. Satisfactions of the employees towards their salary package in the organization. 

a) Highly satisfied  b) satisfied  

c) Neutral  d) dissatisfied 

8. Employees relationship with the superiors in the  organization 

a)  Excellent            b) good   

c) Satisfactory         d) average   
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9. whether the co-workers help in problems 

a)  Excellent            b) good   

c) Satisfactory               d) poor 

10. Whether there is free flow of communication in the organization 

a)  Yes              b)No 

11. What  about the basis for promotion in the organization 

a) Merit  b) seniority  

c) Merit & seniority  d) recommendations   

12.  Do you boredom faced while doing the work in E.I.C.CO. Ltd Eluru 

a) Yes              b)No 

13. Opinions of the employees towards fringe benefits provided by the organization 

a) Excellent                         b) good   

c) Satisfactory   d) average   

14. Does the safety measures provided by the organization. 

a) Yes         b) No 

15.  The opinion /rating of the employees about the job satisfaction levels 

a) Excellent              b) good  

            c) Satisfactory          d) average 
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CHAPTER - 1 
  



INTRODUCTION 

HUMAN RESOURSE MANAGEMENT (HRM) 

Human Resource Management (HRM) is a management function that helps 

manager’s recruit, train and develops organization. HRM is considered with the 

people dimension in management. Since every origination is made up of people 

acquiring their service, developing their skills, motivating them to high levels of 

performance and ensuring that they continue to maintain their commitment to the 

origination objectives. This is true, regardless of the type of origination government, 

business, education, health, recreation or social action. 

 

DEFINITION 

Management is the planning, organizing, directing and controlling of the 

procurement, development, compensation, integration, maintenance and separation of 

human resource to the end that individual origination and social objective are 

accomplished. Thus HRM refers to a set of programmers, functions and activating as 

well as origination effectiveness 

. 

 HUMAN RESOURCES 

 In a general way, human resources are the people and their characteristics at 

work either at the national level or organizational level. 

 

DEFINITIONS: 

MEGGINSON HAS DEFINED HUMAN RESOURCES AS FOLLOWS, 

 “From the national point of view, human resources are knowledge. Skills, 

creative abilities, talents and altitudes obtained in the population; whereas from the 

viewpoint of the individual enterprise, they represent the total of the inherent abilities, 

acquired knowledge and skills as exemplified in the talents and aptitudes of its 

employees” 

 

 

 

 



HUMAN RESOURCE MANAGEMENT 

 Human Resource Management refers to a set of programmed functions and 

activities designed and carried out in order to maximize both employees as well as 

organizational effectiveness. It is the process of binding people and organizations 

together so that the objectives of each are achieved. 

 

DEFINITIONS According to FLIPPO human resource management, “The 

planning organizing, directing and controlling of the procurement, development, 

compensation, integration, maintenance and reproduction of human resources of the 

end that individual, organizational and societal objectives are accomplished.  

 Miltonic and Bounder have defined human Resource management as a series 

of integrated decisions that form the employment relationship, their “Quality 

contributes to the ability of the organizations and the employees to achieve their 

objectives” 

SCOPE OF HUMAN RESOURCE MANAGEMENT 

 The scope of HRM is indeed vast, all major activities in the working life of a 

worker from the time of his or her entry in to an organization until he or she leaves 

come under the preview of HRM. Specifically, the activities included are: HR 

planning, Job analysis and placement, training and development, performance 

appraisal and job evaluation, employee and executive remuneration, motivation and 

communication, welfare, safety and health, industrial relations (IR) and the like. For 

the sake of convenience, we can categories all these functions into seven sections: 

A. Introduction to HRM, 

B. Employee Hiring,   

C. Employee and Executive Remuneration,  

D. Employee Motivation,  

E. Employee Maintenance  

F. IR, And 

G. Prospects of HRM 

 

 

 

 



OBJECTIVES OF HUMAN RESOURCE MANAGEMENT: 

 To create and utilize an able and motivated workforce, to accomplish the basic 

organizational goals. 

 To establish and maintain sound organizational structure and desirable 

working relationships among all the members of the organization. 

 To create facilities and opportunities for individual or group development so 

as to match it with the growth of the organization. 

 To attain an effective utilization of human resources in the achievement of 

organizational goals. 

 

FUNCTIONS OF HUMAN RESOURCE MANAGEMENT: 

 Human Resource Management is the management of people at work 

management of human resources consists of several interrelated functions these 

functions of human Resources management may broadly be classified into two 

categories: 

A. Managerial functions 

B. Operative functions 

MANAGERIAL FUNCTIONS  

 All managers in the organizations perform managerial functions through 

which they get things done. A human resource manager performs the functions of 

planning, organizing, directing and controlling 

PLANNING: 

 Planning is the conscious determination of future course of action. This 

involves why an action, what action, how to take action, and when to take action. 

Thus, planning includes determination of specific objectives, determining projects and 

programmers, setting policies. In the area of human resource management, planning 

involves deciding personnel goals, formulating personnel policies and programmers, 

preparing the human resource budget etc. 

ORGANIZING: 

 In order to implement the plans, a sound organization structure is required. 

Organization is the process of allocating tasks among them, and integrating their 

acclivities towards the common objectives. In this way a structure of relationships 

among jobs, personnel and physical factors is developed. 



DIRECTING: 

 Directing is the process of motivating activating, leading and supervising 

people. Directing includes all those actions by which a manager influences the actions 

of sub ordinates it involves getting others to act after all preparations have been made. 

Directing is the heart of the management process because it is concerned with 

initiating action. It helps to secure the willing and effective co-operation of employees 

for attaining organizational goals. 

CONTROLLING: 

 Controlling implies checking, verifying and regulating to ensure that 

everything occurs in conformity with the plans adopted and the instructions issued 

Such monitoring help to minimize the gap between desired results and actual 

performance, controlling the management of human resources involves auditing 

training programmer, analyzing labor turnover records, directing morale surveys, 

conducting separation interviews and such other means. 

OPERATIVE FUNCTIONS: 

 Operative functions are also known as “service functions” These functions are 

available at right time and at right place. These functions are concerned with specific 

activities of procuring, developing compensating and maintaining an efficient work 

force. 

PROCUREMENT: 

 This is concerned with securing and employing the right kind and proper 

number of people required in accomplishing the organizational objectives this consists 

of the job analysis, human resource planning, recruitment, selection, placement, 

induction activities. 

DEVELOPMENT: 

 It is the process of improving the knowledge skills, aptitudes and values of 

employees. So that they can perform the present and future jobs more effectively. 

This function Comprises Performance and potential appraisal training, executive 

development career development, executive development career development 

activities 

 

 

 



INTEGRATION: 

 It is the Process of reconciling the goals of the organization with those of its 

member’s integration involves motivating employees through various financial and 

non-financial incentives providing Job satisfaction, handling employee grievances, 

through formal procedure, collective bargaining and developing sound human 

relations. 

MAINTENANCE: 

 It is concerned with protecting and promoting the physical and mental health 

of employees. For this purpose several types of fringe benefits such as housing, 

medical, educational facilities etc. are provided to workers. Social security measures 

like provident fund, pension gratuity and maternity benefits are also arranged to 

preserve the human resources of the organization. Personal records and research are 

also important elements of the maintenance function 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



INTRODUCTION 

 

PERFORMANCE APPRAISAL: 

 Appraisal of one individual by another individual is a continuous process and 

it is Natural phenomenon in our day-to-day interaction, either in family life or in a 

social setting or in an organization for that matter. While the individual or a group 

uses Appraisal in its own fashion depending upon the need of the situation, in an 

organization it becomes necessary to adopt a formal methodology of Appraisal system 

because of the requirement of measuring the performance for considering suitable 

reward or punishment or for assessing the potential of a person to increase the 

responsibilities. In short, there is a great requirement for assessing the efficiency to 

gear up the productivity of the work force. Appraisal of performance is wide used in 

the society. Parent their children, teacher evaluates their student and an employer is 

believed to have been adopted for the first time during First word war. At the inlands 

of Walter dill Scott the us army man rating system for evaluating military personal. 

Once the employee has been selected, he is then apprised for his performance. 

Process, like recruitment, selection, 

placement etc. 

DEFINITION: 

 Performance evaluation or performance Appraisal is the process of assessing 

the performance the performance and progress of an employee or of a group of 

employees on a given job and his potential for future development. 

DEFINITION: 

 “It is the systematic evaluation of the individual with respect to his /her 

performance on the job and his/her potential for development”. 

 



NEED FOR THE STUDY : 

Performance appraisal provides information about the performance ranks basing on 
which decisions regarding salary fixation, confirmation, promotion, transfer and 
demotion are taken. It gives feedback about the level of achieving and behaviour of 
subordinates, rectifying performance deficiencies and to set new standards of work, if 
necessary. The project, which has been done, will help the organization immensely in 
locating any drawback, which may be present in their existing performance Appraisal 
system, This project will also help the organization in formulating a better appraisal 
system in the organization in planning, to evolve a new performance appraisal in near 
future.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



OBJECTIVES OF THE STUDY: 

The main purpose of performance appraisal are as follow 

 To study the performance appraisal system in KWALITY FEEDS, 
GUDIVADA  

 To analyze whether the current appraisal achieves its objectives.  
 To measure how the employees are rated based on their performance.  
 To know whether the system fulfils the requirements and purpose of the 

organization.  
 To provide suggestions to current appraisal system on the basis of findings if 

necessary. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



METHODOLOGY OF THE STUDY 

RESEARCH: 

 Research is a careful investigation or enquiry especially though search for new 

facts in any branch of knowledge. 

According to Redanab and Nirt, “Research is a systematized effort to gain new 

knowledge”. 

RESEARCH METHODOLOGY: 

 Research methodology is a way to systematically solve the research problem. 

Research methodology not only talks of the research methods but also consider the 

logic behind the methods we use in the context of our research study and explain why 

we are using a particular method or technique and why we are not using others so that 

research results are capable of behind evaluated either by the researcher himself or by 

others. 

RESEARCH PROCESS: 

 Research process consists of series of actions or steps necessary to effectively 

carry out research and the desired sequencing of these steps: 

 Formulating the research problem 

 Extensive literature survey 

 Development of working hypothesis 

 Preparing the research design 

 Determining sample design 

 Collecting the data 

 Execution of the project 

 Analysis of data 

 Hypothesis testing 

 Generalization and interpretation 

 Preparation of the report 

 

 

 

 

 

 



The Methodology of the study of performance appraisal of is as follows. 

 

DATA COLLECTION: 

 More specific information from various sources is to be collected and the 

accuracy is of great importance for drawing correct and valid conclusions. The nature 

of the source of the data depends upon the type of information required. For this 

purpose both the sources primary and secondary were used. 

PRIMARY DATA:  

 Primary data are first hand information collected directly from the field. 

Primary data will be collected with the help of surveys. a structured questionnaire was 

designed in order to study the performance appraisal of employees. 

SECONDARY DATA: 

 Secondary data are recorded form of data collected for some other purpose. It 

may be available in the form of published material company literature, magazines and 

various articles published by different researches. 

SAMPLE SIZE: 

 The sample size considered for the study is 91 and restricted within the 

organization. These are selected by random sampling technique. 

SAMPLE TECHNIQUE: 

Sampling Technique = No. of Respondents/ Total No. of Respondents*100  

 

 

 

 

 

 

 

 

 

 



SCOPE OF THE STUDY  

This study is helpful to the management in taking managerial decisions. Provides 
appraisal feedback to employees and their by serve as per personal and career 
development and the management to take effective decision against drawbacks for the 
well being of the employee’s development. It considers both the job performance as 
well as personal qualities of the employee 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



LIMITATIONS  

A few limitations and constraints came in way of according the present study, under 
which researcher had to work are follows.  

 The study was purely based on the information given by the 
employees so there are chances for giving wrong data 

 The time period was not sufficient for the study 
 Employees are busy in their work so they were not interested in fill up 

the questionnaire 
 Certain employers were biased in answering to the questions 

Some employee’s are illiterate so may not be fill up the questionnaire themselves.  
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INDUSTRY PROFILE 
 

 

 

 

 

 



                                 INDUSTRY PROFILE 

Introduction 

Feed manufacturing on a commercial and scientific basis started around 1965 

with the setting up of medium-sized feed plants in northern and western India. Feed 

was produced mainly to cater to the needs of dairy cattle.  

The poultry sector was not developed at that time and was restricted to 

backyard production, with the desi (or native bird) kept mainly for the production of 

eggs. The poultry industry is now growing in importance. Today, the Indian feed 

industry is worth approximately Rs 45 billion, that is about US$1 billion. 

Feed Industry:  

The Indian feed industry is about 35 years old. It is mainly restricted to dairy 

and poultry feed manufacturing; the beef and pork industry is almost non-existent. 

The quality standards of Indian feeds are high and up to international levels. Raw 

materials for feed are adequately available in India. The industry's production is about 

3.0 million tonnes, which represents only 5 percent of the total potential, and feed 

exports are not very high. The feed industry has modern computerized plants and the 

latest equipment for analytical procedures and least-cost ration formulation, and it 

employs the latest manufacturing technology. In India, most research work on animal 

feeds is practical and focuses on the use of by-products, the upgrading of ingredients 

and the enhancing of productivity. 

The country has entered into a period of liberalization and this is bound to 

influence the livestock industry. The per capita consumption of milk, eggs and broiler 

meat will grow. The Indian feed industry is undergoing a very exciting phase of 

growth for the next decade. 

 

 

 



Dr. S.V. Vaidya has been working in the feed industry since 1975 and has 

also worked in research and development, feed formulation, technical training, export, 

purchasing and the feed business. At present he is Managing Director of Pranav Agro 

Industries Ltd, Pune, India, and Chairman of the Compound Livestock Feed 

Manufacturers' Association (CLFMA) 

Standardization and Regulation of Animal Feed Manufacturers 

As already mentioned, BIS has produced guideline feed standards and the 

industry also has its own guidelines. Currently there is no compulsion to use BIS 

standards, but the central government has been advising states to introduce their own 

regulatory standards. The industry, however, is resisting this move. One of the major 

reasons for opposition is that the government wants to legislate regulation under the 

Essential Commodities Act 1955 which is considered draconian and totally 

inappropriate in this context.  

   There is no shortage of compound animal feeds anywhere in the country. In 

fact, the organized sector of the compound feed industry is facing serious problems 

resulting from a huge idle capacity, to the extent of 50 percent or more. New 

capacities are being added by global players in the feed business and by national as 

well as multinational integrators. The nature of animal feeds and the animal feed 

industry has completely changed. 

   Increasingly, products, including new products, are being excluded from the 

purview of the Essential Commodities Act 1955. Major raw materials for compound 

animal feeds, such as groundnut, soybean, rapeseed and sunflower meals and 

cottonseed and rice bran extract, which are exported, are not covered by the Act. 

There is therefore no reason for it to cover the animal feed manufactured with these 

raw materials. 

 

 

 

 



Animal Feed Commodity Production: 

Maize is one of the most important cereals used in animal feed. The annual 

production of maize is about 10.5 million tonnes; about 4 million tonnes of which are 

used in the starch industry, 4.5 million tonnes in animal feeds and 2.5 million tonnes 

in human consumption and seed production. Maize production has remained almost 

static in the past three years while demand is increasing. The major crop is during the 

Kharif season (June to October), which accounts for 90 percent of the total. The 

remaining 10 percent is harvested in the Rabi season (November to February). 

   The import of maize used to be restricted but, since April 2000, imports have 

been approved under open general licence (OGL). There are, however, 15 percent 

duty and a grain inspection fee to be paid, so there is no price parity between imported 

and domestically produced maize. There is no subsidy or minimum price index for 

maize, and the price varies with the market demand. Maize cannot be exported.  

Feeding practices and the use of compound feed: 

In India, the term "compound feed" refers to feed that is nutritionally balanced 

and has been manufactured using the facilities of an analytical laboratory and under 

the supervision of nutritionists. There are also a large number of small-scale feed 

mixers who produce feed for local consumption. Such feed is termed "self-mixed 

feed" or "home-mixed feed". 

FEED TYPES: 

Feeds can be produced entire by steam processing, producing compacted, pressure-

pelleted (sinking) feeds; or by extrusion, which produces expanded floating or 

buoyant feeds. 

1. Floating Feeds 

2. Sinking Feeds 

FLOATING FEEDS 

  In general floating feeds offer numerous advantages over their sinking 

counterparts. Raw materials are propelled by screws along the barrel of the extruder 

machine to cook the material s at 120-175 degree C for about 30 seconds. The 

homogenous cooked mixture is forced through a die at high pressure. The material 



expands because of pressure difference. Floating feeds are more digestible as a result 

of cooking process and the heat and pressure deactivate destructive enzymes as well. 

Increased starch gelatinization helps the feed to be more stable in water by 

disintegrating less quickly that gives enough time to the fish to take the meal 

completely. Moreover, the farmer can directly observing the feeding intensity of his 

fish and adjust feeding rates accordingly determining whether feedings are too low or 

too high is in important in maximizing fish growth and feed use efficiency. Another 

side effect is that farmers can visually monitor the health condition of the reared fish 

as they come to the surface to take feed. 

In contrast, floating feed can be detrimental with respect to consumption by 

competitors and some fish species. 

 

 

SINKING FEEDS 

 Sinking feeds are solid feed pellets that submerged during application. Bottom 

feeder shrimp, for example, prefer sinking pellets(density greater than that of water, 1 

g/cm3) and will not accept a floating feed (Craig and Helfrich,2002). The farmer 

cannot always estimate feeding rates properly in relation to the biomass present in his 

pond and feeling whether too low or too high than the actual requirement. It cause 

lower weight gain in a particular age and enlarge the culture period when feeding rate 

is low. In the other hand, overfeeding causes subsequent loss of feed supplied as well 

as deteriorating water quality that may results in a number of problems. 

Feed Ingredients: 

 Wide ranges of ingredients are used in preparation of aquafeeds. They include 

aquatic and terrestrial plants(Duckweeds, Azolla, Water Hyacinth, etc.), aquatic 

animals (Snails, Clams,etc.) and terrestrial-based live feeds(Silkworm Larvae, 

Maggots, etc.),plant or grain processing products and byproducts (De-oiled Cakes and 

Meals, Beans, Grains and Brans) and animal-processing and by-products (Meat and 

Bone Meal, Blood Meal, Feather Meal, etc.). ingredients used commonly as sources 

of protein, carbohydrate and fat.  

 

 

 



Nutrient Ingredient Used 

Protein Fish Meal, Dry Fish, Soybean Meal, Meat and Bone Meal, 

Rape Seed Cake, Mustard Oil Cake, Soy Protein Concentrate, 

Blood Meal, Krill Meal, Maize Gluten.  

Carbohydrate Rice Polish, Maize, Flours, Wheat Meal, Extruded gelatinized 

starch. 

Fat Fish Oil, Vegetable Oil,  Crude Oil, Full Fat Soybean. 

 

A wide variety of additives are used that would have position effects on growth and 

feed conversion without causing bacterial resistance to fully utilize valuable raw 

materials in feed pellets. 

 

FEED PRODUCTION:  

Production of feed includes two major steps as feed formulation and processing or 

preparation. 

 

Formulation 

Feed formulation is the process of quantifying the proportion of ingredients to be put 

together, to form a single uniform mixture or pellet that will provide all the nutritional 

requirements of the target fish. It is a central operation in feed production, ensuring 

that feed ingredients are economically used for optimum growth of reared spices. It 

requires a good expertise in fish biology and nutrition along with a deep knowledge 

about feed ingredients and their roles. Most large scale fish farmers depend on 

commercial feed mills for their feeds, to obviate the need to do their own formulations 

or fees preparation. It is therefore essential that formulation are accurate, to ensure 

that cultured fish are not adversely affected. Feed formulation is a science and art at a 

time, requiring knowledge of feed and fish in view of economic aspects when using 

formulae. Feed Formulation can be done in two major steps as: 

 1. Ingredient selection and restrictions and  

2. Identification of nutritional specifications. 

Processing of Feed 

 Grinding 

 Mixing 



 Conditioning 

 Pelleting 

 Drying 

 Packaging 

 

Feed Characteristics: 

 Flavor and Taste 

 Color and Buoyancy 

 Sound  

 Size and Pellets 

 

GLOBAL AQUA FEED 

Increasing demand for fish and fish- based products is expected to drive the 

aqua feed market 

With the globally increasing demand for fish and fish-based products, the compound 

feed demand in the aquatic animal food industry is also expected to increase. The 

growth is particularly high in emerging countries, such as China, India, and Brazil, 

owing to the increasing income levels due to expanding the middle class and 

increasing demand for seafood in these countries. The Asia-Pacific market, though 

accounts for a significant share in the overall market, is relatively unexplored, owing 

to the low level of organizing in the industry. 

The world’s aquafeed business is highly fragmented, and global players, like Cargill 

compete with a lot of regional feed producers. Around 35% of the aquafeed market is 

divided among four global companies, none of which has more than a 12% market 

share. 

 

Asia-Pacific Region is the Largest Market for Aqua Feed 

The aquaculture business is centered in Asia, particularly, in China. The region 

accounts for more than one-third of the world aquaculture production, by volume. 

China alone comprised more than 50% of the global fish production. Besides China, 

the region is also home to major producers, such as India, Vietnam, and Thailand. The 

aquafeed industry in this region is driven by factors, such as increasing fish 

https://www.mordorintelligence.com/industry-reports/north-american-aqua-feed-market


consumption and growth in the processed seafood industry, owing to rise in middle-

class incomes in developing countries. 

 

Increasing Costs of Raw Material is Expected to Weigh on the 

Growth of the Market: 

The demand for high-quality aqua feed from the industry, owing to growth in the 

aquaculture industry, has elicited the increase in consumption of compound feed and 

feed additives. The feed availability has become a critical issue for the aquafeed 

industry. With the growing global population and a corresponding rise in a food 

shortage, the industry is facing severe pressure in procuring raw feed, such as fish 

meal and fish oil, which are very crucial for manufacturing aqua feed and the growth 

of the aquaculture industry. Feed acids, antioxidants, and vitamins are mainly 

extracted from natural sources, such as seeds, tree barks, and plant leaves. The rising 

costs of extraction from these sources, coupled with stringent regulations over waste 

biomaterials and wastewater treatment, have a limiting effect on the global market. 

Oceans are tapped out, and the environmental regulations surrounding the wild, 

marine or inland fisheries has made it difficult to procure raw materials, such as fish 

meal and fish oil for feed. Prices are expected to soar owing to increasing demand, 

and adversely affect the aqua feeds market. Regulatory issues are the biggest 

constraints for the feed industry. 

 

Stringent Regulations in Developed Countries is Expected to Restrain 

the Market Growth: 

The animal feed production comes under feedstuff regulations in most countries. The 

regulatory framework is getting increasingly strict, such as the ones in 2006 in 

European Union and in 2009 in the United States, where, the ban on the use of 

antibiotics, as growth promoters in animals, was seen. Many countries, including 

China, Thailand, and Vietnam that export fish to Europe and the United States do not 

have such regulations against antibiotics or animal proteins usage in animals or feeds. 

Such disparities in regulations have adverse effects on the global fish and aqua feed 

trade, especially between developed and developing economies. The feed and feed 

additive producers are required to follow strict regulations related to regional and 

national health and safety, for gaining product approval in the developed nations. 



These regulations ultimately affect the cost of the final product. Such regulatory 

initiatives are posing challenges for existing feed products, and increasing the price of 

new feed development. 

Major Players:  Nutriad International NV, Biomar A/S and Aller Aqua A/S 

amongst others. 

Recent Developments in the Market 

Epicore, a company operating in the North American and South American 

aquaculture market with specialization in the manufacture of larval feed and 

probiotics, was acquired by Neovia. 

Reasons to Purchase this Report: 

 Provides latest insights into the Global Aqua Feed industry 

 Studies on the region expected to witness the fastest growth during the 

forecast period 

 Identifies the latest developments, market shares, and strategies employed by 

the major market players 

 Analyzes the market scenario with the help of Porter’s Five Forces Analysis 

 Analysis of the impact of regulations in developed countries on the aquafeed industry 

 3-month analyst support, along with the Market Estimate Sheet in excel. 

 

Report Customization and Benefits: 

 This report can be customized to meet the desired requirements. Please 

connect with our analyst, who will ensure you get a report that suits your 

needs. 

 

INDIA AQUA FEED – MARKET SHARE 

 INDIA - With seafood production growing at the rate of four per cent per 

annum since 2012, Indias aquaculture feed demand is to touch 7 million 

tonnes by 2017-18. 

 This was said in a report released by Yes Bank at the Global Grain & Global 

Feed event held in Pune recently. 

https://www.neovia-group.com/es/neovia-announces-the-acquisition-of-epicore-a-probiotics-expert-on-the-global-aquaculture-market/


 As per an estimate, currently, India’s aqua feed consumption is around 1 

million tonnes and assuming on an average 1.5 feed conversation ratio 

(industry standards), the demand for aqua feed comes to around 7 million 

tonnes by 2017-18, the report said. 

 India’s seafood production was recorded at 9 million tonnes in 2012-13 and 

due to rapid changes in shrimp and fish farming, production capacities for 

modern feed has gradually gone up to 2.88 million tonnes during 2013-14. 

 India has around 26 aqua feed mills spread across the country. However, their 

production capacities are only 43.4 per cent with a total production of 1.25 

million tonnes. 

 To meet the requirement, India imports more than half of the requirements 

from other countries, so there is huge scope in aqua feed. 

 With the introduction of vannamei shrimp, the cultured shrimp production is 

growing at 16 per cent. 

 The demand from shrimp will drive the growth of the aqua feed industry at 

five to six per cent annually. 

 The feed demand only from shrimp and fresh water shrimp is around 1 million 

tonnes. 

 India currently has 13 feed mills that can produce modern feed for the shrimp 

sector with a production capacity of 1.33 million tonnes. 

 On fish feed, the current installed capacity is 1.55 million tonnes. The total 

feed production for shrimp and fish stands at 572,000 tonnes and 684,000 

tonnes respectively, the report adds. 

 Shrimp production growth has driven consumption growth by 13 per cent 

between 2007-08 and 2012-13 reaching almost 300,000 tonnes in 2013-14. 

 Disease outbreaks remain one of the major risks affecting the growth of the 

aquaculture feed industry. 

 Freshwater fish feed demand has grown rapidly, driven by the growth in the 

freshwater fish segment in India. 

 Current freshwater fish feed production is estimated at 0.7 million tonnes and 

significant investment has gone into the creation of capacities. It is expected 

that the demand for fresh water fish feed is expected to grow at five to six per 

cent in the near term. 



 Emphasising on emerging markets for aqua feed, the report said that current 

market players and feed mill investors are looking for market diversification 

options to increase feed capacity utilization. 

 Currently, Andhra Pradesh constitutes the major share in the domestic market, 

accounting for feed sales at almost 60,000 tonnes per month followed by other 

states with below 5000 tonnes sale a month. 

 After 2008 many aqua feed mills have started manufacturing floating/pellet 

feeds for the farming of freshwater fish. 

 Cheaper feed ingredients like deoiled rice bran, wheat bran, cottonseed cake 

and groundnut cake are extensively used in freshwater aquaculture. Both 

conventional and non-conventional feed ingredients are used in feed 

formulation for shrimps. 

 Feed ingredients like fishmeal, squid meal, lecithin, cereal flour and other 

essential and propriety additives and fish oil are also used in prawn and shrimp 

feed formulations. 

 Freshwater fish are fed with farm made feeds which consists of a mixture of 

rice bran, wheat bran and oilseed cakes, the report said. 

 Globally, the aqua feed market has witnessed an exponential growth owing to 

factors such as growing consumption of seafood and growth of the aquaculture 

industry as a whole. India along with US, China and Brazil are the leading 

aqua feed producers across the world. 

 The report also said that Asia Pacific is the largest market for aqua feed 

consumption, contributing to over 70 per cent of the overall consumption. 

 An Altech-2015 Global Feed survey stated that the world has produced an 

estimated 41 million tonnes of aqua feed during the last year. With Asia 

Pacific and China as one of the leading consumer and producers of aqua feed. 
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                        COMPANY PROFILE 

Kwality Feeds Ltd is established in the year 1993 with the objective of 

becoming preferred aqua feed supplier to the developing aquaculture industry in 

India. In the year 2005 it has revolutionized the Indian aquaculture by introducing 

high performance extruded floatingfishfeeds. 

 

 

Kwality Feeds Ltd is a Public incorporated on 13 April 1993. It is classified as Non-

govt company and is registered at Registrar of Companies, Hyderabad. Its authorized 

share capital is Rs. 50,000,000 and its paid up capital is Rs. 49,912,168. It is inolved 

in Farming of animals. Kwality Feeds Ltd's Annual General Meeting (AGM) was last 

held on 27 September 2017 and as per records from Ministry of Corporate Affairs 

(MCA), its balance sheet was last filed on 31 March 2017. 

OVER VIEW: 

Kwality Feeds Ltd is an unlisted public company incorporated on 13 April, 1993. The 

registered office of the company is at R S NO.95/B, RAMANAPUDI GUDIVADA 

MANDAL, KRISHNA, ANDHRA PRADESH. 

The total paid-up capital is INR 4.99 cr. 



The last reported AGM (Annual General Meeting) of the company, per our records, 

was held on 26 September, 2018. Also, as per our records, its last balance sheet was 

prepared for the period ending on 31 March, 2018. 

The company has 4 directors and no reported key management personnel. The longest 

serving directors currently on board are Gopal Krishna VenkataKoganti and 

KogantiAnjaneyulu who were appointed on 01 April, 2005. They have been on the 

board for more than 13 years.  

The most recently appointed directors are KogantiSambasiva Rao and Koganti Siva 

Krishna, who were appointed on 14 May, 2015.  

Gopal Krishna VenkataKoganti has the largest number of other directorships with a 

seat at a total of 3 companies. In total, the company is connected to 3 other companies 

through its directors. 

BOARD OF DIRECTORS: 

MR. K ANJANEYULU (Chairman and Managing director) 

MR. K Samba Siva Rao (Executive director) 

MR. K. Siva Krishna (Director) 

 

Our Mission:  

To provide healthy and sustainable growth for customers by creating 

innovative feed solutions to develop aquaculture. 

 

Our Values: 

Respect 

We act with integrity based on mutual trust and recognize the inherent value 

of all people and the environment. 

Courage 

We like challenges and take measured risks. We drive change and 

improvement. We strive for being winners. 

 



Innovation 

We seek opportunities and strive for innovative business solutions internally 

and externally on behalf of our customers. 

 

Execution 

Based on skills and insights we act and get things done. We value personal 

responsibility and initiative. 

Openness 

We work with others in an open and inclusive way. We are reliable and trust 

worthy. We work and act global. 

 

Process Overview 

The Kwality fish feed production secures the right nutritional ingredients in 

the finished product together with the physical criteria’s linked to the different 

Kwality products. 

The main ingredients are marine raw materials, vegetable raw materials and 

other ingredients such as starch, pigment, vitamins and minerals. 

The Kwality plants do have advanced operating systems and the process is 

controlled from a central control room from where process data are monitore 

 

 

 

 

 

 

 

 

 

 



Raw Materials 

 

 

 

Process 

Dry raw material storage 

The dry raw materials are mainly stored in silos to keep the ingredients cool 

and dry. 

Oil storage 

The oil fish oil and vegetable oil are stored in storage tanks. 

 

Dry powder dosing 

The dry ingredients are dosed from dosing silos down into a batch scale 

according to recipe. 

Grinding 

To secure a homogenous product even in the smallest products it is necessary 

to grind the products. The equipment used is hammer mills. 



Mixing 

To be sure of a homogenous product the batch is mixed in a mixer. 

Extrusion 

The dry powder is transferred to the extruder where water steam and 

mechanical energy are transferred to the product. The temperature at the end of the 

extruder increases to 115 to 120 °C . The high temperature and the mechanical work 

melt the starch. In the extrusion process the powder becomes a high viscose liquid. 

Passing the dies at the end of the extruder the product expands due to the pressure 

drop at the dies. The microstructure in the pellet is formed by this expansion and 

makes space for further oil dosing. 

Drying 

The water added into the extruder is removed by drying. The pellets are dried 

in dryers with a drying time from 40 to 90 minutes. The product temperature drops 

from 90 °C to about 50 °C in the drying process. 

Coating of oil 

In most of the feed recipes oil is added to the pellets. The dried pellets are 

coated with oil in a batch vacuum coater. 

Cooling 

To secure and stabilize the products the products are cooled to room 

temperature. 

Bagging 

After cooling the product is sifted and taken out in 25 to 50 kg bags. 

 

Products 

Kwality Feeds brings a new generation of efficient Floating Fish feeds which 

help achieve the best possible total economic performance in your fish farm. Our 

concept optimizes the feed to a targeted performance in terms of Feed Conversion 

Ratio and Growth Rate without depending on particular raw materials.  

It supplies the digestible energy needed for maintenance and the targeted 

growth performance at each stage in the fish life cycle. It delivers an adequate amount 

of digestible proteins with the right amino-acid profile in order to enable the fish to 

fully utilize its growth potential. It provides the vitamins, minerals, and other 

micronutrients necessary for growth and development. Utilizing advanced 

optimization tools and the results through research and trials our team of product 



developers can efficiently match the nutritional requirements of the fish at each 

individual growth stage. 

 

Benefits of Kwality Floating fish Feed 

 Eco Friendly 

 Low Feed conversion Ratio 

 High Growth Rate 

 Higher Biomass 

 Highly Palatable 

 Easy Feeding Management 

 Optimum Water Quality 

 Low Mortality Rate 

 Higher Immunity 

 

 

 

 

 

 

 

 



 

Feed Composition 

Product Code Protein% (min) Fat % (min) Fibre % (min) Moisture % (max) Energy (Kcal) 

203 20 3 7 11 2300 

243 24 3 7 11 2500 

283 28 3 6 11 2800 

304 30 4 6 11 3000 

326 32 6 6 11 3400 

 

Resources 

 Water Quality in Fresh Water Aquaculture. 

 Feeding Program for Pangasius. 

 Feeding Program for White Fish. 

Water Quality in Fresh Water Aquaculture: 

The major water quality factors that are important in freshwater aquaculture 

systems and methods to monitor them are described in this publication. Water quality 

determines not only how well fish will grow in an aquaculture operation, but whether 

or not they survive. Fish influence water quality through processes like nitrogen 

metabolism and respiration. Knowledge of testing procedures and interpretation of 

results are important to the fish farmer. 

Some water quality factors are more likely to be involved with fish losses such 

as dissolved oxygen, temperature, and ammonia. Others, such as pH, alkalinity, 

hardness and clarity affect fish, but usually are not directly toxic. Each water quality 

factor interacts with and influences other parameters, sometimes in complex ways. 

What may be toxic and cause mortalities in one situation can be harmless in another. 

The importance of each factor, the determination method and frequency of monitoring 

depends upon the type and rearing intensity of the production system used. 

 

 

 

 

 



Water Quality Parameters in Fresh Water Aquaculture 

 

Water Depth 5-6 Feet 

Ph 7-8.5 

Dissolved Oxygen 3-10 PPM 

Carbon Dioxide 1-10PPM 

Alkalinity (Total) 80-100PPM 

Ammonia 0.1 PPM ( Max 0.5 PPM) 

Hydrogen Sulphide 0.01 PPM (Max 0.03 PPM) 

Salinity < 2PPT 

Plankton >1 ml/ 50L 

 

 

Temperature 

All biological and chemical processes in an aquaculture operation are 

influenced by temperature. Fish adjust their body temperature and metabolic rate by 

moving into cooler or warmer water. Each species has a preferred or optimum 

temperature range where it grows best. At temperatures above or below optimum, fish 

growth is reduced. Mortalities may occur at extreme temperatures. 

 

Dissolved Oxygen 

The minimum dissolved oxygen (DO) level that fish can safely tolerate 

depends upon temperature and to a certain extent the species. Volubility of oxygen 

increases as temperature decreases. In ponds, DO can change dramatically over a 24 

hour period. During the day oxygen is produced by photosynthesis, the process by 

which green plants convert water and carbon dioxide in the presence of light, to 

oxygen and carbohydrates. During the night and day oxygen is consumed by 

respiration, the process by which plants and animals use oxygen to produce carbon 

dioxide as they burn carbohydrates, but in the day photosynthesis usually produces 

more oxygen than is used. Typically, oxygen levels are lowest just before dawn and 

highest in the late afternoon. 

DO in a culture system must be maintained above levels considered stressful 

to fish. Warmwater fish (species that grow best at temperatures above 25°C) can 



tolerate lower DO concentrations than coldwater fish (species that grow best at 

temperatures below 15°C). As a rule of thumb, DO should be maintained above 3.0 

ppm (parts per million; frequently used interchangeably with milligrams per liter, 

mg/L) and 5.0 ppm for warm and coldwater fish, respectively. Prolonged exposure to 

low, nonlethal levels of DO constitutes a chronic stress and will cause fish to stop 

feeding, reduce their ability to convert ingested food into fish flesh, and make them 

more susceptible to disease. Intensive fish production in ponds, cages, flow-through, 

and recirculating systems requires aeration or oxygenation to maintain DO at safe 

levels. 

 

Nitrogenous Wastes 

Most fish and freshwater invertebrates excrete ammonia as their principle 

nitrogenous waste. Analytical methods are used to determine total ammonia-nitrogen 

(TAN). The proportion of TAN that exists in ionized and un-ionized form varies with 

pH and temperature. As pH and temperature increase, the amount of TAN in the toxic 

un-ionized form increases. Fish continuously exposed to more than 0.02 ppm of the 

un-ionized form may exhibit reduced growth and increased susceptibility to disease. 

When fish are cultured intensively and fed protein-rich feeds they can produce 

high concentrations of ammonia in the water. Ammonia and other metabolic wastes 

are gradually removed by natural processes in ponds or through the use of biological 

filters in recirculating and reuse systems. Ammonia is removed by bacteria that 

initially convert it into nitrite and subsequently into nitrate. Nitrite is toxic to fish and 

causes “brown blood” disease. Concentrations of 0.5 ppm have reduced growth and 

adversely affected fish. Fish can tolerate nitrate to several hundred ppm. Removal or 

detoxification of ammonia is facilitated by providing and maintaining an optimal 

environment for the appropriate bacteria (pH between 7-9; temperature approximately 

24-30° C). 

 

 

 

 

 

 

 



pH 

The concentration of bases and acids in the water determines its pH. A low pH 

is acidic and a high pH is basic; a pH of 7 is neutral. Fish survive and grow best in 

waters with a pH between 6-9. If pH readings are outside this range, fish growth is 

reduced. At values below 4.5 or above 10, mortalities occur. 

In well-buffered ponds (with alkalinity over 50-100 ppm, see next section), pH 

typically fluctuates one or two units daily. In the morning, carbon dioxide levels are 

high and pH is low as a result of respiration during the night (carbon dioxide forms a 

mild acid when dissolved in water). After sunrise, algae and other green plants 

produce carbohydrates and oxygen from carbon dioxide and water by photosynthesis. 

As carbon dioxide is removed from the water, its pH increases. The lowest pH of the 

day is typically associated with the lowest level of dissolved oxygen. The highest pH 

of the day is typically associated with the highest level of dissolved oxygen. 

 

Alkalinity 

The buffering capacity of culture water, expressed as ppm calcium carbonate, 

is its alkalinity. Alkalinity is a measurement of carbonate and bicarbonate ions (ions 

are atoms or groups of atoms with a negative or positive charge) dissolved in the 

water. As the amount of carbon dioxide fluctuates, the pH of water changes. The 

magnitude of this shift is determined by the water’s buffering capacity or its ability to 

absorb acids and/or bases. Photosynthetic activity in a poorly buffered pond can cause 

pH to increase, perhaps from as low as six in the morning to nine or more by late 

afternoon. In a pond with higher alkalinity, the pH shift is reduced. For instance, the 

daily shift in a well buffered pond might be from a pH of seven in the morning to 

eight by late afternoon. A suitable range of alkalinity is 20 to 300 ppm. Alkalinity in 

excess of 300 ppm does not adversely affect fish, but it does interfere with action of 

certain commonly used chemicals (e.g., copper sulfate). Alkalinity remains relatively 

constant in ponds, but decreases steadily in nonsupplemented, recirculating systems. 

Alkalinity can be increased by adding agricultural limestone to ponds or sodium 

bicarbonate to recirculating systems. 

 

 

 

 



Hardness 

Calcium and magnesium ions comprise hardness. Test procedures usually 

determine both ions as “total hardness,” expressed as ppm calcium carbonate. In most 

waters the concentrations of alkalinity and hardness are similar, but they can differ 

vastly as alkalinity measures negative ions (carbonate, bicabonate) and hardness 

measures positive ions (calcium, magnesium). Hardness is important, especially in the 

culture of several commercial species. If hardness is deficient, these species do not 

grow well. Hardness should be above 50 ppm; low hardness can be adjusted by the 

addition of lime or calcium chloride. 

 

Carbon Dioxide 

Only when using groundwater, transporting fish at high densities, or in 

recirculating systems are carbon dioxide problems likely to develop. At high 

concentrations, carbon dioxide causes fish to lose equilibrium, become disoriented 

and possibly die. Testing groundwater before use and aerating it, if necessary, will 

reduce carbon dioxide to acceptable levels. Careful planning, aeration or oxygenation, 

and buffering of water will keep carbon dioxide at acceptable levels when large 

numbers of fish are hauled extended distances or cultured in recirculating systems. 

 

Salinity 

The total concentration of all ions in the water is its salinity. Freshwater fish 

exhibit a range in salinity tolerance. Many commercially important species survive 

and grow well in slightly salty water. After they smelt, salmon and trout can tolerate 

salt water. Salinity not only affects osmoregulation it also influences the concentration 

of un-ionized ammonia. During the planning stage of an aquaculture operation, 

salinity should be measured and the water’s appropriateness determined. 

 

Iron 

Many ground waters contain elevated levels of dissolved iron. When exposed 

to the air, this iron interacts with oxygen, becomes insoluble, and forms a red deposit. 

Small clumps of iron are produced that can settle on fish gills, causing irritation and 

stress. Problems can be avoided if the iron-bearing water is exposed to air and the 

resultant clumps of iron removed by settling or filtration before the water enters the 

culture system. 



 

Chlorine 

To control bacteria, municipal water supplies are typically treated with 

chlorine at 1.0 ppm. If municipal waters are used to culture fish, residual chlorine 

must be removed by aeration, with chemicals such as sodium thiosulfate, or filtration 

through activated charcoal. Chlorine levels as low as 0.02 ppm can stress fish. 

 

Hydrogen Sulfide 

Ponds with oxygen-poor bottoms and accumulated organic material can 

release hydrogen sulfide when seined or disturbed. Substratum beneath heavily fed 

cages/net pens can accumulate wastes and produce hydrogen sulfide gas if oxygen 

becomes deficient. Hydrogen sulfide gas has a rotten egg odor and is extremely toxic 

to fish. Any detectable odors or levels should be avoided and extreme care should be 

taken when handling fish in an afflicted pond. Ponds can be drained, exposed to air 

and/or excavated to correct the problem. 

 

Water Clarity 

In pond and cage culture, water clarity can affect fish. If fish that prefer turbid 

waters are cultured in relatively clear water they will experience stress; survival and 

growth will be adversely affected. Accumulation of suspended solids and 

discoloration of culture water occur in recirculating systems which can irritate fish 

and precipitate disease. Some suspended and dissolved materials can cause off-flavor 

in fish. Filtration and flocculent can be used to remove solids and reduce 

discoloration. 

 

Monitoring Methods 

A variety of methods are available to monitor water quality . In pond, cage, 

and low intensity culture, the high precision of sophisticated analytical methods is not 

needed to make informed management decisions. However, intensive culture in 

recirculating and reuse systems requires frequent and sophisticated monitoring. 

  

 

 

 



Feeding Program for Pangasius Fish 

 

Avg Body Weight 

 

% Daily Feeding 

 

Feed For Ton fish 

(Kgs) 

Estimated monthly 

growth during the period 

30 gm 5% 50 70- 100 gm 

100 gm 4% 40 100 gm 

250 gm 2.50% 25 100 gm 

500 gm 1.50% 15 150 – 200 gm 

750 – 800 gm 1.20% 12 200 – 250 gm 

1 Kg and above 1% 10 200 – 250 gm 

1.5 Kg and above 0.80% 8 200 – 250 gm 

 

 

 Feeding Program for White Fish 

 

 

 

 

 

 

Avg Body Weight % Daily Feeding Daily Feed for ton Fish 

30 gm 4% 40 Kgs 

100 gm 2.50% 25 Kgs 

250 gm 1.50% 15 Kgs 

500 gm 1.30% 13 Kgs 

750 ‐800 gm 1.10% 11 Kgs 

1000 gm 1% 10 Kgs 

1500 gm and above 1% 10 Kgs 



 

 

 

 

CHAPTER - 4 
  



THEORETICAL FRAMEWORK 

Appraisal of one individual by another individual is a continuous process and it is 

Natural phenomenon in our day-to-day interaction, either in family life or in a social 

setting or in an organization for that matter. While the individual or a group uses 

Appraisal in its own fashion depending upon the need of the situation, in an 

organization it becomes necessary to adopt a formal methodology of Appraisal system 

because of the requirement of measuring the performance for considering suitable 

reward or punishment or for assessing the potential of a person to increase the 

responsibilities. In short, there is a great requirement for assessing the efficiency to 

gear up the productivity of the work – force. Appraisal of performance is wide used in 

the society. Parent their children, teacher evaluates their student and an employer is 

believed to have been adopted for the first time during First word war. At the inlands 

of Walter dill Scott the us army man rating system for evaluating military personal. 

once the employee has been selected, he is then apprised for his performance. Process 

like Recruitment, Selection, Placement, etc. 

 

DEFINITION: 

Performance evaluation or performance Appraisal is the process of assessing the 

performance and progress of an employee or of a group of employees on a given job 

and his potential for future development. 

 

DEFINITION: 

 “It is the systematic evaluation of the individual with respect to his /her 

performance on the job and his/her potential for development”. 

According to Flippo, “Performance Appraisal is the systematic, periodic and an 

impartial rating of an employee’s excellence in matters pertaining to his present job 

and his potential for a better job”. 

 

 

 

 

 



CONTENT OF PERFORMANCE APPRAISAL: 

Every organization has to decide upon the content to be performance appraised before 

the programmer is approved. Generally content to be apprised may be in the form of 

contribution to organizational objectives (measures) like production, cost saving, 

return on capital, etc other measures are based on: 

1. Behavior which measure observable physical actions, moments, 

2. Objectives which measure job related result like amount of deposits mobilized, 

3. Traits which are measure in terms of personal characteristics observable in 

employee’s job activities content to be appraised may vary with purpose of appraisal 

and type and level of employees. 

USES OF PERFORMANCE APPRISAL 

 Performance appraisa l is help ful in assess ing a  firms 

human resources data must  be available that describe the promobility 

and potential of all employees. 

 A well designed appraisal systemprovides a profile of the organization's huma

n resource strengths and weaknesses to support this effort. 

 Performance evaluation ratingsmay be helpful in predicting the performance 

of job applicants. 

 Performance appraisal will point out employee specific needs for training and 

development.  

 Performance appraisal is useful in career planning and development. 

 Performance appraisal results provide a basis for rational decisions regarding 

compensation programmes. 

 Performance appraisal data are also frequently used 

for decisions in several areas of internal employee relations, including pro

motion, demotion, termination, lay-off and transfer. 

 Performance appraisal is useful in assessment of employee potential. 

 Performance appraisal can be used to determine whether HR programmes such

 asselection, training, and transfers have been effective or not. 

 

 

 

 



Objectives of Performance Appraisal: 

Performance appraisal aims at attaining the different objectives, they are 

 To create and maintain a satisfactory level of performance. 

 To contribute to the employee growth and development through training, self a

nd management development programmes. 

 To help the superiors to have a proper understanding about their subordinates 

 To facilitate fair and equitable compensation based on performance. 

 To facilitate for testing and validating selection tests, 

interview techniques through comparing their scores with performance 

appraisal ranks. 

 To provide information for making decisions regarding lay off, retrenchment 

etc. 

 To ensure organizational effectiveness through correcting employee for standa

rd andimproved performance, and suggesting the change in employee 

behavior. 

 

FEATURES OF PERFORMANCE APPRAISAL 

 Setting work standards. 

 Assessing employee’s actual performance relative to these standards. 

 Offering feedback to the employee so that he can eliminate deficiencies 

and improve performance in course of time. 

 It tries to find out how well the employee is performing the job and tries to 

establish a plan for further improvement. 

 The appraisal is carried out periodically, according to a definite plan. It is 

certainly not a one shot deal. 

 Performance appraisal is not job evaluation. Performance appraisal refers 

to how well someone is doing an assigned job. Job evaluation, on other 

hand, determines how much a job is worth to the organization and 

therefore, what range of pay should be assigned to the job. 

 Performance appraisal may be formal and informal. The informal 

evaluation is more likely to be subjective and influenced by personal 

factors. Some employees are liked better than others and have, or that 

reason only. 



WHAT IS TO BE APPRAISED? 

 Every organization has to decide upon the content to be appraised is before the 

programme is approved. Generally, the content to be appraised is determined on the 

basis of job analysis. The content to be appraised may be in the form of contribution 

to organizational objectives like production, savings in terms of cost, return on 

capital, etc. other measures are based on: 

1) Behaviors which measure observable physical actions, movements. 

2) Objectives which measure job related results like amount of deposits mobilized. 

3) Traits which are measures in terms of personal characteristics observable in 

employees job activities. 

 

WHO WILL APPRAISE? 

 The appraiser may be any person who has thorough knowledge about the job 

content, contents to be appraised, standards of contents and who observes the 

employee while performing a job. The appraiser should be capable of determining 

what is more important and what is relatively less important. He should prepare 

reposts and make judgments without bias. Typical appraisers are: Supervisors, Peers, 

Subordinates, Employees themselves and users of service and consultants. 

 

Contents to be appraised for an officer’s job: 

 Regularity of attendance 

 Self expression: Written and Oral 

 Ability to work with others 

 Leader ship style and abilities 

 Initiative  

 Technical skill 

 Technical ability/Knowledge 

 Ability to Grasp new things 

 Originality and resourcefulness 

 Creative skills 

 Area of interest 

 Area of suitability 

 Judgment skills 



 Integrity 

 Capability for assuming Responsibility 

 Level of Acceptance by subordinates 

 Honesty and sincerity 

 Thoroughness in job and organizational knowledge 

 Knowledge of systems and Procedures 

 Quality of suggestions offered for improvement 

 Ability to Reason 

1. ESTABLISHING PERFORMANCE STANDARDS 

 The first step in the process of perform standard which will be used to as the 

bare for to compare the actual performance of the employee. This step require setting 

the criteria to judge the performance of the employee as successful or unsuccessful 

and degree organization to goals and objectives. The standards set should be clear, 

easily understandable and in measurable terms. 

2. COMMUNICATING STANDARDS 

  Management to communicate the standards will help them to understand their 

roles and to know what exactly is expected from them. The standards should also be 

communicated to the appraisers or the evaluators and if required, the standard can also 

be modify relevant feedback from the employee and evaluators 

3. MEASURING THE ACTUAL PERFORMANCE 

 Performance appraisal is the setting up of the degrees of their contribution to 

the once set, it is responsibility of the to all employee of the organization. This 

modified at this stage itself according to the nce es fied The most difficult part of 

“performance appraisal” process measuring the actual performance of the employee 

that is the work done by the employee during the specified period of time. It is 

continuous process which involves monitoring the performance throughout the year. 

This stage requires the care selection of the appropriate techniques of measurement, 

taking care that personal base not affect the outcome of the process providing 

arrogance rather than interfering in an employee work. 

4. COMPARE THE ACTUAL RESULTS 

 The actual performance is compared with the desired or the standard 

performance. The compression tells the derivation in the performance of the employee 

from the standards set. 



5. DISCUSSING RESULTS 

 The results of the appraisal is discussed is on communication and listening. 

The results, the problems and the possible solution are discussed with aim of problem 

solving and reaching consensus. The feedback should be given with the positive 

attitude as this can have an effect on the employee’s future performance. The purpose 

of meeting hold be solve the problem faced and motivated the employee 

toper form better. 

6. DECISION MAKING 

 The last step of the process is take decision which can taken either to improve 

the performance of the employee, take the required corrective actions, or the related 

HR decision like rewards, promotions, demotions, transfer etc. 

  



PERFORMANCE APPRAISAL APPROACHES 

1. Traditional approaches 

2. Modern approaches 

TRADITIONAL APPROACH 

 This approach was a” past oriented” approach which focused only on the past 

performance of the employee i.e., during past specified period of time. This approach 

did not consider the development aspects of the employee performance. The various 

methods in the rational approach are 

 Essay Appraisal Method 

 Straight Ranking Method 

 Paired Comparison Method 

 Critical Incidents Method 

 Field Review 

 Checklist Method 

 Graphic Rating Scale 

 Forced Distribution 

 

THE EASY APPRAISAL METHOD: 

 The traditional form of appraisal, also known as free method involves a 

description of the performance of employee by his superior. The description is an 

evaluation of the performance of any individual based on the facts and often includes 

example of evidence to support of the information. A major drawback if the methods 

are the inseparability of the bias of the evaluator. 

 

STRAIGHT RANKING METHOD: 

 This is one of the oldest and simplest techniques of performance appraisal. In 

this method, the appraiser ranks the employees from the best of the poorest on the 

basis of their overall performance. It is quite successful for a comparative evaluation. 

 

 

 

 



PAIRED COMPARISON: 

 A better technique of comparison than the straight ranking method, this 

method compares each employee with all others in the groups, one at time. After all 

the comparisons on the basis of the overall comparisons, the employee is given the 

final ranking. 

CRITICAL INCIDENT METHOD: 

 In this method of performance appraisal, the evaluator rates the employee on 

the basis on critical events and how the employee behaved during those incidents, it 

includes both negative and positive points. The drawback of this method is that the 

supervisor has to note down the critical incident and the employee behavior as and 

when they occur. 

FIELD REVIEW: 

 In this method, a senior member of the HR department a training officer 

discuses and interviews the supervisors to evaluate and rate their respective 

subordinates. A major drawback of the method is that it is a very time consuming 

method. But this method helps to reduce the superior’s personal bias . 

CHECKLIST METHOD: 

 The rate is given a check list of the descriptions of the behavior of the 

employee on job. The checklist contains a list of statement on the basis of which rater 

describes the job performance of the employees. 

GRAPHIC RATING SCALE: 

 In this method, an employee’s quality and quantity of work is assessed in a  

graphic scale indicating different degrees of a particular trait. The factor taken in to 

consideration includes both of personal. Characteristics and characteristics related to 

the on-the-job performance of the employee. For example trait like job knowledge 

may be judged on the range of average, above average, outstanding or unsatisfactory. 

FORCED DISTRIBUTION: 

 To eliminate the element of bias from the rater’s ratings, the evaluator is asked 

to distributor the employees in some fixed categories of ratings like on a normal 

distribution curve. The rater chooses the appropriate fit for the categories on his own 

discretion. 

 



MODERN METHOD: 

ASSESSMENT CENTERS: 

 The assessment centre typically involves the use of methods like 

social/informal events, tests and exercise; assignments being view to a group of 

employees to assess their competencies to take higher responsibilities in the future. 

Generally, employees are given an assignment similar to the job they would be 

expected to perform if, promoted. The trained evaluators observe and evaluate 

employees as they perform the assigned jobs and are evaluated on job related 

characteristics. The major competencies that are judged in assessment centers are 

interpersonal skills, intellectual capability, planning and organizing capabilities, 

motivation, carrier orientation etc. assessment centers are also an effective way to 

determine the training and development needs of the targeted employees. 

BEHAVIOR ANCHORED RATING SCALES: 

 Behavior Anchored Rating Scales (BARS) is a relatively new technique which 

combines the graphic rating scale and critical incidents method. In consists of 

predetermined critical area of job performance or sets of behavioral statements 

describing important job performance qualities as good or bad. These statements are 

developed from critical incidents. In this method, an employee’s actual job behavior is 

judged against the desired behavior by recording and comparing the behavior with 

BARS. Developing and practicing BARS requires. 

MANAGEMENT BY OBJECTIVES: 

 The concept of “Management By Objectives” (MBO) was first given by 

PETERDUCKER in 1954. It can be defined as a process whereby the employees and 

the superiors come together to identify common goals. The employees set their goals 

to be achieved, the standards to be taken as the criteria for measurement of their 

performance and contribution and deciding the course of action to be followed. 

The essence of MBO is participative goal setting choosing course of actions and 

decision making. An important part of the MBO is the measurement and the 

comparison of the employee’s actual performance with the standards set. 

 

 

 



360 DEGREES PERFORMANCE APPRAISAL: 

 The appraiser may be any person who is through knowledge about the job 

content; content’s to be apprised, standard of content who observes the employs while 

performing a job. The appraisal should be capable of determining what is more 

important and what is relatively less important he should prepare reports and make 

judgment without bias. 

Typical appraisers are 

 Supervisor 

 Peers 

 Subordinates 

 Employees 

 Users of service and consultant 

Performance appraisal by above appraisers is called “360 performance apparisal” 360 

feedbacks, also know as “multi rater feedback” is the most comprehensive appraisal 

where the feedback about the employee’s performance comes from all the sources that 

comes in contact with the employee on his job. 

  



 

 

 

 

 

CHAPTER - 5 
  



DATA ANALYSIS AND INTERPRETATION 

1. How is the working condition of employees in the company? 

S.NO Options Respondents Percentage 

1 Good 42 46% 

2 Average 35 38% 

3 Poor 14 17% 

 

 

 

Interpretation: 

 From the graph it is clear that 46% of respondents felt good for their working 

condition, Because of good working hours. 17% respondents felt poor for their 

working condition because their term of employment is limited. 

  

0

5

10

15

20

25

30

35

40

45

50

Good Average Poor

P

E

R

C

E

N

T

A

G

E

S

OPTIONS

Working Conditions



2. What is the level of satisfaction do you have with your job? 

S.NO Options Respondents Percentage 

1 Highly Satisfied 28 30% 

2 Satisfied 33 36% 

3 Dissatisfactory 23 27% 

4 Highly 

Dissatisfactory 

7 7% 

 

 

 

 

Interpretation: 

 From the graph it is clear that 36% respondents felt that they are satisfied with 

their job because of their good relationships with colleagues. 7% respondents felt that 

they are highly dissatisfied with their job limited career growth and advancement. 
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3. Does the information communicated between the department is satisfactory? 

S.No Options Respondents Percentage 

1 Highly Satisfied 45 49% 

2 Satisfactory 21 23% 

3 Dissatisfactory 15 17% 

4 Highly 

Dissatisfactory 

10 11% 

 

 

 

Interpretation: 

From the graph it is clear that 49% respondents felt that they are highly satisfied for 

the information communicated between the departments because it avoids conflicts. 

11% respondents felt that they are highly dissatisfied for the information 

communicated between departments because sometimes there is no immediate 

communication. 
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4. Do the employees feel free to work in groups? 

S.NO Options Respondents Percentage 

1 Yes 66 72% 

2 No 25 28% 

 

 

 

Interpretation: 

From the graph it is clear that 72% of the respondent felt yes they feel free to work in 

groups because it re-energize employees. 28% of the respondents felt no they do not 

feel free to work in groups because they are introverts.   
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5. Are you satisfied with the working hours maintained in your organization? 

S.NO Options Respondents Percentage 

1 Highly Satisfactory 38 42% 

2 Satisfactory 21 23% 

3 Dissatisfactory 20 22% 

4 Highly 

Dissatisfactory 

12 13% 

 

 

 

 

Interpretation: 

 From the graph it is clear that 42% respondents are highly satisfied with the 

working conditions because there will be reduction in working hours per week. 13% 

respondents are highly dissatisfied with the working hours because they had to work 

full time on some public holidays 
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6. Does your organization involve you in decision making? 

S.NO Options Respondents Percentage 

1 Yes 32 36% 

2 No 59 64% 

 

 

 

 

 

Interpretation 

 From the graph it is clear that 36% respondents felt yes they are involved in 

decision making because to increase productivity. 64% respondents felt no they are 

not involved in decision making because lack of knowledge in decision making. 
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7. What is the level of stress involved in the organization? 

 

S.No Options Respondents Percentage 

1 Very high 13 14% 

2 High 25 27% 

3 Moderate 35 39% 

4 Less 10 11% 

5 Very Less 8 9% 

 

 

 

 

 

Interpretation: 

 From the graph it is clear that 39% of the respondents moderately involved in 

the stress because of the management policies. 9% of the respondents are very less 

involved in the stress because of over work load. 
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8. Does the employees in your organization are trained to handle the machine? 

 

S.NO Options Respondents Percentage 

1 Yes 77 84% 

2 No 14 16% 

 

 

 

 

Interpretation 

 From the graph it is clear that 84% respondents felt yes are trained in handling 

the machines because it helps them to known the safety measures. 16% respondents 

felt no they are not trained in handling machines because they are qualified persons. 
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9. Does the job help them to use their skills at the maximum level? 

 

S.NO Options Respondents Percentages 

1 Agree 63 69% 

2 Disagree 28 31% 

 

 

 

 

 

Interpretation 

 From the graph it is clear that 69% respondents felt that they agree their job 

help them to use their skills at a maximum level because they work in teams. 31% 

respondents felt that they disagree their job does not help them to use their skills at the 

maximum level because they are placed in a lower position. 
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10. Does the goals and task are clearly defined for increasing productivity? 

 

S.NO Options Respondents Percentage 

1 Yes 66 72% 

2 No 25 27% 

 

 

 

 

Interpretation 

 From the graph it is clear that 72% respondents felt yes goals and task are 

clearly defined for increasing productivity because they are motivated. 28% 

respondents felt no goals and task are not clearly defined for increasing productivity 

because they may not understand. 
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11. Does the organization take precautions to prevent damages? 

 

S.NO Options Respondents Percentage 

1 Yes 79 86% 

2 No 12 14% 

 

 

 

Interpretation 

 From the graph it is clear that 86% respondents felt yes the organization take 

precautions without causing any damages because there are different facilities. 14% 

respondents felt no that organization does not take precautions without causing 

damages because they do not have masks when they manufacture the product. 
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12. Which parameter motivates you most in your organization? 

 

S.No Options Respondents Percentage 

1 Salary 52 57% 

2 Working Hours 20 22% 

3 Leaves When 

Required 

19 21% 

 

 

 

 

Interpretation 

 From the graph it is clear that 57% respondents felt salary is the parameter that 

motivates the employee because it is the main purpose of doing a job. 21% 

respondents felt leaves when required is the parameter that motivates the employee 

because it helps to have a good opinion about  the organization and to better serve the 

organization. 
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13. What are the welfare activities carried out in the organization? 

 

S.NO Options Respondents Percentage 

1 Insurance 91 100% 

2 Housing 0 0 

3 Children Education 0 0 

4 None 0 0 

 

 

 

 

Interpretation 

 From the graph it is clear that all the respondents are provided with insurance. 

  

0

20

40

60

80

100

120

Insurance Housing Children
Enducation

None

P

E

R

C

E

N

T

A

G

E

S

Options

Welfare Activities



14. What are the facilities provided in the organizations? 

 

S.NO Options Respondents Percentage 

1 Canteen 0 0 

2 Rest Rooms 

and Medical 

91 100% 

 

 

 

 

 

Interpretation 

 From the graph it is clear that all the respondents are provided with both 

restrooms and medical facilities. 
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CHAPTER - 6 
  



FINDINGS 

 The performance appraisal system in KWALITY FEEDS, GUDIVADA is 

appreciated by most of the employees. 

 It is found that the employees at KWALITY FEEDS are having good 

executive capacity, which is 

 most essential in organizations like KWALITY FEEDS. 

 All the employees at KWALITY FEEDS found to be vary adaptive to the 

environment and very 

 much in control over the critical issues. Interested appraisals get in to their 

strengths and weakness through appraisal systems. 

 The appraisal system provided for each appraises to express his developmental 

needs and respondents believe that the appraisal system has scope for 

employee to discover his potential. 

 The periodic orientation programs are conducted to explain the objectives and 

other details of their performance. 

 Large number of samples agrees that the managers take performance appraisal 

seriously. 

 There are a very few cases where appraisers having difficulty in differentiation 

between appraises. 

 Appraisal data are used as inputs for recognition and encouragement. 

 The contents of the appraisal system are quite specific and clear; 

  



SUGGESTIONS 

 The company should follow the new methods for evaluate the performance of 

employees. 

 The company should provide the freedom to appraiser to evaluate the 

performance of employee. 

 The appraiser should counsel the appraise to for their career development in 

the company. 

 The company should follow to identify the goals of employees in different 

ways. 

 The company provides the additional benefits to the employees. 

 The company can analyze the performance of appraisers also. 

 The company provides the free environment to the employees. 

 The management take care about the performance appraisal system for the 

development of employees and as well as company. 

  



CONCLUSION 

 From research done on performance appraisal system of the organization it has 

been found out heat the system is successfully helping the organization to 

improve the performance of the employees as well as it is also helping in the 

development of the future career growth. 

 It has been found out that the employees are satisfied with superior’s behavior 

in marking them understand their mistakes form the appraisal done on their 

performance. 

 Majority of them have also agreed that the appraisal system is also helping 

them to develop their career goals, there is now negative feedback found from 

the employee’s side, on the maintenance the performance appraisal system of 

the organization. 

 There were very less amount the people who were against this but most of 

them have agreed the appraisal system helping them to know about their 

strength and weakness and it is also helping them to overcome those mistakes. 

 The appraisal system is not only helping the organization in increasing the 

performance standards of the employees but also is helping in building up 

their confidence and performance level to complete globally. The company is 

having its branches throughout the world where it is performing globally. The 

performance appraisal system is also helping the organization to reach the 

organization objectives and strategies.  

 This appraisal system has also proved for the manger to help the subordinates 

in realizing their talents and in making effective us of their talents in order to 

apply term in the work and improve their performance standards 

\ 
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QUESTIONNAIRE 

Name: 

Employee Code: 

Designation: 

Level: 

Division: 

Location: 

1 Are you aware of the performance appraisal system in KWALITY FEEDS its 

objectives? 

A) Yes     B) no 

2. What is your opinion about the present appraisal system of your organization? 

A) Excellent  B) Good  C) Average  D) Poor 

3. Appraisal system provides for frank discussion between the appraiser and the 

Appraise? 

A) Strongly agree B) Agree  C) Disagree  D) strongly disagree. 

4. Employee opinions were collected on performance appraisal is a successful attempt 

to know the integrity and loyalty of employees? 

A) Strongly agree  B) Agree  C) Disagree  D) strongly disagree 

5. The existing performance appraisal allows for analysis and rating? 

A) Only by assesses  B) Other higher  C) Only by the assessor 

D) Peer and colleague  E) All official 

6. How often do you provide guidance to your subordinates in their day to day work? 

A) Regularly   B) periodically   C) occasionally   D) 

none 

7. Which pattern do you prefer for promotion? 

A) Merit  B) seniority  C) both  D) none 

8. Are the ratings of the competencies done correctly during estimating the employee 

performance? 

A) Yes    B) no 

9. The existing performance appraisal allows you to identify new challenges of job 

and prepares for further growth? 

A) Strongly agree  B) Agree  C) Disagree  D) strongly disagree. 



10. The appraisal system plays a vital role in identifying the development needs of an 

employee. 

A) Strongly agree  B) Agree  C) Disagree  D) strongly disagree. 

11. Is the appraisal system helpful in achieving objectives or goals of the 

Organization? 

A) Strongly agree  B) Agree  C) Disagree  D) strongly disagree. 

12. Outstanding performance of individual employee’s performance is recognized by 

Proper rewards. 

A) Excellent  B) Good  C) Average  D) Poor 

13. If an employee is found to perform inadequately, what steps do you take to 

improve the performance? 

A) Performance improvement plan  B) mentoring / coaching  

14. The appraisal system helps in the growth and development of an individual? 

A) Strongly agree  B) Agree  C) Disagree  D) strongly disagree. 

15. Which of these benefits are given for outstanding performance? 

A) Additional increments  B) spot record 

C) Recognition various forums  D) any other 

16. Did you face any problem with the present performance appraisal system? 

A) Yes    B) no 

17. What according to you is actually measured in performance appraisal system? 

A) Current performance  B) future potential  C) both 

18. Do you think the present performance appraisal system is helpful in Making you 

aware of your strengths and weakness? 

A) Yes    B) no 

19. On what basis goals are identified. 

A) Activity-based  B) Outcome based  C) both 

 



A Study on 
“Wage and Salary Administration" in Hotel Fortune Murali Park Pvt. Ltd, 

Vijayawada 

submitted 

In partial fulfilment of the requirements for the award of the degree of 

MASTER OF BUSINESS ADMINISTRATION 

(Jawaharlal Nehru Technological University-Kakinada) 

By 

Ms.A.LALITHADEVI 
Regd.No:18481E0004 

 
 

Under the 
Guidance of 

 
 

Dr.CH. NIRMAL CHAND 
 

Professor & HOD 
Department of Business and Management Studies 

 
 
 

 

DEPARTMENT OF BUSINESS AND MANAGEMENT STUDIES 

GUDLAVALLERU ENGINEERING COLLEGE 

(AN AUTONOMOUS INSTITUTE WITH PERMANENT AFFILIATION TO JNTUK) 

SESHADRIRAO KNOWLEDGE VILLAGE 

GUDLAVALLERU-521356 

Krishna District 



 

Department of Business and Management Studies 
 

GUDLAVALLERU ENGINEERING COLLEGE 
(An Autonomous Institute with Permanent Affiliation to JNTUK, Kakinada) 

SeshadriRao Knowledge Village 
Gudlavalleru – 521 356 

Krishna District 
 

 
 

CERTIFICATE 

This is to certify that the project report entitled on “A Study on Wage and Salary 

Administration in M/s Hotel Fortune Murali Park Pvt. Ltd., Vijayawada” submitted by 

Ms. A.LALITHA DEVI, is a bonafide work carried out by her in partial fulfilment of the 

award of Degree of Master of Business Administrationby Jawaharlal Nehru Technological 

University, Kakinada. The project work is original and never has been a part of any other 

publication or award of any degree. 

 
 
 
 
 
 

 Dr. CH. NIRMALCHAND 

                                                                                                 Guide, Professor &Head



DECLARATION 
 
 

 
I hereby declare that the project report entitled “A Study on Wage and 

Salary Administration in M/s Hotel Fortune Murali Park Pvt. Ltd, Vijayawada, is a 

bonafideworkdonebymeandneverhas beenapartofanyotherpublicationorawardofany degree.  

 
 
 
 
 
 
 
 

Place:Gudlavalleru A.LALITHADEVI 
 

Date: (18481E0004) 



ACKNOWLEDGEMENTS 
 
 
 
 

I express my gratitude to Dr. P.Ravindra Babu, Principal, Dr. Ch. Nirmal Chand, 

Prof. and Head, Department of Business and Management Studies, GEC, Gudlavalleru 

enabling me to take up the project on “A Study on Wage and Salary Administration in 

Hotel Fortune Murali Park Pvt. Ltd, Vijayawada". 

I specially thank my project guide Dr.CH.NIRMAL CHAND for his guidance, in 

completing this project. I take immense pleasure and thank her for his continuous support.  

I take this opportunity to express my gratitude to Management and the other staff 

members of M/s “HOTEL FORTUNE MURALI PARK PVT LTD”. 

I am indebted to my parents and friends whose encouragement helped me in 

completing the project. 

 
 
 

A.LALITHA DEVI 
 

(18481E0004) 



 
 

SI.NO. CONTENTS PAGE NO: 

 
 
 
1 

 Chapter 1 
 1.1 Introduction 

 
 1.2 Need for theStudy 

 
 1.3 Objectives of theStudy 

 
 1.4 Scope of theStudy 

 
 1.5 ResearchMethodology 

 
 1.6 Limitations 

 
 
 
 
 

1-8 

 

2 
Chapter 2- Industry Profile 

 
9-19 

3 Chapter 3- Company Profile 20-29 

 

4 
Chapter 4-Theoretical Framework 

 
30-55 

5 Chapter 5-Data Analysis and Interpretations 56-74 

6 Chapter 6 

 
 Findings and Suggestions 

 Conclusion 

 
 

75-78 

 Bibliography 

Appendix 

Questionnaire 

 
 

79-82 



1  

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

CHAPTER 1 

INTRODUCTION 
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 1.1Introduction: 
 

“Human resource management” is the planning, organising, directing and controlling of 

procurement, development, compensation , integration, maintenance and separation of human 

resources to the end that individual, organization and social objectives are accomplished. 

“Edwin B. Flippo” 
 

One of the most important factors in Human Resource Management is  

compensation management. The soundness of compensation management depends upon the 

amount of wage or salary is paid to an employee for a fair days work. Employees 

compensation is one of the major determinants of employee satisfaction in an organization. 

The compensation policy and the reward system of an organization are viewed by the 

employee as indicators of the management’s attitude and concern forthem. 

Administration of employee compensation is called wage and salary administration. A 

good wage and salary administration should be able to attract and retain employees, give 

them fair deal, keep the organization competitive and motivate employees to perform their 

best. 

Wage and salary determination and its administration has always remains sensitive issue 

for an organizational management, since employees moral, motivation, productivity and their 

relationship with the management more or less associated with the compensation 

managementsystem. 

Compensation has always remained as a major yardstick for the success or failure or 

concern for the employees by an organization. Traditionally, pay scales in companies 

reflected the importance of the work and the responsibility level. Today organization tries 

more to assess the worth of an individual in terms of his performance and contribution to the 

organization. With the growing demands of the workforce and the constant challenges in the 

business environment, organizations have to evolve an accurate system for evaluating jobs 

and assessing theirworth. 
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Wage and salary administration: 
 

Wages are sum of money paid under contract by an employer to a worker for the services 

rendered. Benham 

 Wage is paid to blue collar workers. Paid daily, weekly and monthly- Paid for the jobs 

which can, to some extent, be measured in terms of moniesworth. 

Salary is a compensation to an employees for the personal services rendered on weekly, 

monthly and annual basis. Salary is usually associated with office employees, supervisors, 

managers and professionals as well as technique staff etc. 

 Salary is paid to white collar workers. Paid monthly to employees whose contribution 

is cannot easilymeasured. 

‘Wage and Salary Administration’ refers to the establishment and implementation of sound 

policies and practices of employee compensation. 

It includes such areas as job evaluation, development and maintenance of wage 

structure, establishing rules for administering wages, wage payments incentives, benefits 

including health insurance, profit sharing, wage changes and adjustments and other related 

items. It is the process of paying the employees of an organization. 

Principles of wage and salary administration: 
 

1. It should be sufficientlyflexible. 

2. It should maintainequity. 

3. Job evaluation must be donescientifically. 

4. It should be in conformity with the social and economicobjectives. 

5. It optimized employee and employerinterest. 

6. It should maintain competitiveness inmarket. 

7. It must always be consistent with overall organization plans andprograms. 
 

Wage and salary administration procedures usually involve activities such as calculating the 

number of hours worked in order to determine compensation, administering employment 

benefits, and answering payroll questions from employees. The main objective of wage and 

salary administration is to have a scientific, rational and balanced wage and salary structure. 
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 1.2 Need for thestudy: 
 

The study of wage and salary administration refers to the establishment and 

implementation of sound policies and practices of employee compensation and it is 

undertaken by the organization work environment and to improve their skills. And to 

study the various policies of the organization regarding wage and salary fixation. And to 

know the satisfaction level of the employees with the salary offered by the company. 
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 1.3Objectives of thestudy: 
 

 To identify the satisfaction level of employees regarding the wage andsalary 

administration in thehotel. 

 To know the current wage and salary administration offered to its employeesin 

HOTEL MURALI FORTUNEPARK. 

 To study the various benefits offered by the HOTEL MURALI FORTUNEPARK 

with thesalary. 

 To know the strategies adopted in the wage and salary administration practices ofthe 

hotel during the challenging situation faced by it and to come out if suchsituations. 
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 1.3 Scope of thestudy: 
 

Scope of the study tends to the limits of the study. The scope is the study on the scale of 

employees wage and salaries in the organization. That is on what basis of fixing the wage 

and salaries of takes place. 

The scope of the wage and salary administration study is as follows.(In HRM areas only): 

 1.Wage and salarystructure 

 2.Non monetary benefits of theemployees 

 3.Satisfaction of the employees regarding theirsalaries. 
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 1.5 ResearchMethodology 
 

Research methodology is the specific procedures or techniques used to identify, select, 

process, and analyse information about a topic. In a research paper, the methodology section 

allows the reader to critically evaluate a study's overall validity and reliability. 

In this study the primary data is collected by means of personal interview with the 

help of questionnaire. 

Methods of data collection: 
 

Data collection is a elaborate process in which the researcher makes a planned search for all 

relevant data and is the foundation of all researches. 

The task of data collection begins after a research problem has been defined and research 

plan is checked out. While deciding about the method ofdata collection to be used for the 

study of researcher should keep in mind two types of data. They are: 

1. Primarydata 

2. Secondarydata 

3.  
Primary data: 

 

The data that is being collected for the first time or particularly fulfil the objective of the 

project is known as primary data. Primary data is the refresh data. This has been collected 

from various sources. The sources adopted to get data is questionnaire and through 

observation. 

Questionnaire is designed in such way that every employee can understand. It consists of 15 

questions, which are sample and close and open end questions. 

Secondary data: 
 

The data is collected from published reports, unpublished reports, annual reports, unpublished 

manuals and materials etc. 

Sampling: 

         In order to get data a sample size of 70 is taken and employees are selected in “random” 

basis. 



8  

 1.6Limitations of thestudy: 
 

 As time period is 45 days, it is very difficult to get a clearpicture. 

 Some of the employees not Co-operate in filling ofquestionnaire. 

 The selected sample may or may not represent the entire workforce. 

 There was very limited scope for gathering the confidentialinformation. 
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CHAPTER  2 
 
 

INDUSTRYPROFILE 
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IndustryProfile 
 

An Overview of the Hotel Industry: 
 

The service sector is expanding rapidly across the land today represent the largest 

segment of the economy in all countries. A service economy in which more than of country’s 

work force earns its income from employment in service functions. The Indian economy has 

been going through the process of restructuring since functions and the contribution of the 

service sector to India’s GDP has gone up from 38.8 percent in 2012 to 45 percent in 2018. 

The service sector dominates the Indian economy today, contribution more than half of the 

country’s national income. It is growing with an annual growth rate of 8% per year. 

Extension of customer satisfaction from product level to service, seriousness and 

complexity of problems within modern society, increasing magnitude of government 

intervention in effective utilization of public resources of all kinds are the major trend that 

account for an increasing emphasis upon improvements in quality management system in 

service industries. 

One of the emerging service industries is hotel industry. The hotel industry that 

exists today can be traced back to 3000B.C. Where the earliest inns where homes with rooms 

provided for travelers. Today, the hotel business has been acknowledged as a global industry 

with producers and customers reaching out to the far corners of the world. 

 

Current Scenario of Hotel Industry in India: 
 

Hotel Industry in India has witnessed tremendous boom in recent years. It is 

expected to grow at the rate of 8% between 2012 and 2018. Hotel Industry is inextricably 

linked to the tourism industry and the growth in the tourism industry has filled the growth of 

Indian hotel industry. The thriving economy and increased business opportunities in India 

hotel industry. The arrival of low cost airlines and the associated price ware have given 

domestic tourists a host of options. The opening up of the aviation industry in India has led 

the way for exciting opportunities for the hotel industry as it relies on airlines to transport 

80% of international arrival. In recent years government has taken several steps to boost 

travel & tourism which have benefited hotel industry in India. These include the abolishment 

of the inland air travel tax of 15%; reduction in excise duty on aviation turbine fuel to 8%; 

and removal of outbound chartered flights etc. Hotel industry in India is also set to get a fillip 
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with Delhi hosting 2010 common wealth games. The upgrading of national highways 

connecting various parts of India has opened new avenues for the development of budget 

hotel in India. Taking advantage of this opportunity Tata group and another hotel chain called 

‘Homotel’ have entered this business segment. 

‘Hotel Industry in India’ has supply of 1,10,000 rooms with only a quarter of these in 

branded segment. Hotel in India’s has a shortage of 1,50,000 rooms filling hotel room rates 

across India. Many domestic hotel chains like the TajGroup, the Oberai Group, the IT 

Group, Hotel LeelaVentures, and Kamat Hotels etc.., are operating in India. Five–star 

hotels in metro cities allot same room, more than once a day to different guests, receiving 

almost 24-hours rates from both guests against 6-8 hours usage. With demand-supply 

disparity, ‘Hotel India’ room 

rates are raising 25% annually and occupancy rising by 80%. Average room tariff of hotels in 

Bangalore is the third highest (after Moscow and Rome) in the world. India is flooded with 

world’s leading hotel brands. Global hospitality companies such as Intercontinental Hotels 

Group, that operates more than 200 hotels and resorts in 75 countries Starwood Hotels & 

Resorts worldwide, Inc that managers or franchises more than 860 hotels in 95 countries, 

Hilton Hotels corporation that has a chain of hotels. Carlson Hotels worldwide, one of the 

world’s leading hotel companies with five brands spanning luxury to economy are all 

stepping up their offerings in the Indian market given the growingdemand. 

The Government’s move to declare and tourism industry as a high priority sector with 

a provision for 100 percent foreign direct investment (FDI) has also provided a further 

impetus in attracting investments into this industry. Hilton has joined hands with India’s 

largest real-estate developer DLF ltd to set up 75 hotels and serviced. Accor has formed a 

joint-venture with Emaras-MGF land private limited, a joint venture company formed by 

Emaras properties PJSC-the world’s largest listed real estate company, and MGF 

developments limited of India to bring formula-1 budget hotels to India. Wyndham hotels & 

Resorts, the U.S based luxury hotel chain has teamed up with Bangalore-based Royal Orchid 

Hotels to develop 10 Ramada hotels that will have at least 1,000 rooms. 

 

 
International Hotel & Restaurant Association (IH&RA) is the only global organization, run 

on not-a-profit basis, representing the hotel industry worldwide officially recognized 
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byUnitedNations.IH&RAmonitorsandlobbiesallinternationalagenciesonbehalfofthis 

industry. It comprises and contribute 950 billion USD annually to the globaleconomy. 

Federation of Hotel & Restaurant Association of India (FHRAI) is the apex body 

representing the hotel industry in India. FHRAI provides an interface between the hospitality 

industry, political leadership, academics, international associations and other stake holders. 

FHRAI is committed to promote and protect the interest of the hotel industry by actively 

seeking better privileges and more concessions for the industry. FHRAI members are always 

kept abreast with the latest trade information and trends, statistical analysis and reports on 

various topics that have a direct impact on the industry, government notifications and 

circulars. With more than 3300 members comprising of approximately 2052 hotels, 1016 

restaurants, 150 associate members and the 4 regional associations, FHRAI helps the hotel 

industry to grow, prosper and keep in pace with the developments in the international 

scenario. 

 

Classification of Hotel Industry: 
 

In India, classification of hotels based on their standards. They classification can be done as, 
 

1. Five Star Hotels:The most luxurious and conveniently located hotels in the India are 

grouped as 5 star deluxe hotel categories. The 5 star deluxe in India are globally competitive 

in the quality of providing the services, facilities offered and the accommodation option. 

These are mostly located in bigcities. 

Example: Sheraton (Hyd), Radisson (Hyd) and etc., 
 

2. Four Star Hotels:These type of hotels provide all the modern amenities to the travelers 

with a limited budget. Quality of services is almost as high as 5 stars and abovecategories. 

Example: Fortune Park Vallabha (Hyd),Country Club ( Hyd) and etc., 
 

3. Three Star Hotels: These are mainly economy class hotels located both in bigger and 

smaller cities and catering the needs of the travelers lesser in amenities andfacilities. 

 

 
These hotels are value for money and gives good accommodation and related services on 

reduced price. Example : Fortune Murali Park (Vij). 
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4. Two Star Hotels: These hotels are most available in the small cities and in particular areas 

of larger cities. These hotels offer the basic facilities needed for the accommodation and 

offers at lowest prices. In this the concept of HR isabsent. 

Example : Hotel Garuda (Vij) 
 

5. One Star Hotels: The hotels with most basic facilities. These hotels are best when the 

customer is looking for cheapest available accommodation option. Here the concept of HR is 

unfamiliar. 

Example: HOTEL M(Vij). 

 
Future of Hotel Industry: 

 
The number of tourists visiting India is estimated to touch the figure of 4.4 million. 

With this huge figure, India is fast becoming the hottest tourist destination in the region. The 

visitors include business travelers, leisure travelers and person of Indian origin with foreign 

passports. Growth is expected to continue over the next few years. it is being predicted that 

India may achieve an average growth of 12% per annum is tourism for many years to come. 

A part from international tourists, the domestic tourist market, including business and leisure 

travelers is also flourishing. This market is estimated at around 300 million tourists per year. 

The industry also expects a boom in spiritual and medical tourism in the domestic sector at a 

growth rate of 10% to 15% over the next few years. Growth in tourism will definitely lead to 

a boom in hotels and restaurants. Though there is a shortage of rooms at present, it is going to 

be over soon enough, as top international players are heading towards India to establish 

themselves here. A steady growth of about 10% in new hotel projects is expected for the next 

fewyears. 
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Challenges for Hotel Industry: 
 

1. Shortage of Skilled Employees: One of the greatest challenges plaguing the hotel 

industry is the unavailability of quality work force in different skill levels. The hotel 

industry has failed to retain goodprofessionals. 

2. Retaining Quality Workforce: Retention of the workforce through training and 

development in hotel industry is a problem and attrition levels are too high. One of the 

reasons for this is unattractive wage packages. Through there is boom in this service 

sector, most of the hotel management graduates are joining other sectors like retail and 

aviation. 

3. Shortage of Rooms: The hotel industry is facing heavy shortage of rooms. It is estimated 

that the current requirement is of 1, 50,000 rooms. Through the new investment plan 

would add 53,000 rooms by 2011, the shortage will still persist. Singapore, a country 

smaller than the size of Delhi, has nearly of India’s total room capacity with the figure 

standing at48,000. 

4. Intense Competition: The industry is witnessing heightened competition with an 

increasing number of domestic players along with the world’s leading hotel brands. With 

growing competition, hotels are under tremendous pressure to generate new lines of 

revenue with creativeapproaches. 

5. Customer Expectations: With the increase in competition, consumer awareness about 

the availability of service and choice increased. So the companies have to focus on 

customer loyalty and repeatpatronage. 

6. Manual Back-End: Though most reputed chains have IT enable system for property 

management, reservations..... etc. Almost all the data which actually make the company 

work are filled in manual log books or are simply nottracked. 

7. Human Resource Development: Some of the services required in the hotel industries are 

highly personalized, and no amount of automation can substitute for personal service 

providers. India is focusing more on white collar jobs than blue collar jobs. The shortage 

of blue collar employees will pose various threats to theindustry. 
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ITC Hotels: 
 

ITC Hotels isIndia's second largest hotel chain with over 100 hotels. Based in the Hotels 

Division Headquarters at the ITC Green Centre in Gurgaon, New Delhi, ITC Hotels is also 

the exclusive franchisee of The Luxury Collection brand of Starwood hotels and resorts in 

India. It is part of the ITC limited  (formerly  India  Tobacco  Company)  group  of 

companies. ITC Hotels is regularly voted amongst the best employers in Asia in the 

hospitalitysector. 

 
 

Logo (ITC Company): 
 

 

 
History: 

 
ITC was formed on 24 August 1910 under the name of Imperial Tobacco Company of India 

Limited and the company went Publicon 27 October 1954. The earlier decades of the 

company's activities centered mainly on tobacco products. In the 1970s, it diversified into 

non-tobacco businesses. 

 In 1975, the company acquired a hotel in Chennai, which was renamed the 'ITC- 

Welcomgroup Hotel Chola' (now renamed to My Fortune,Chennai).

 In 1985, ITC set up Surya Tobacco Co. in Nepal as an Indo-Nepali and British joint 

venture, with the shares divided between ITC, British American Tobacco and various 

independent domestic shareholders in Nepal. In 2002, Surya Tobacco became a 

subsidiary of ITC and its name was changed to Surya Nepal PrivateLimited.

https://en.wikipedia.org/wiki/India
https://en.wikipedia.org/wiki/Hotel_chain
https://en.wikipedia.org/wiki/Gurgaon
https://en.wikipedia.org/wiki/The_Luxury_Collection
https://en.wikipedia.org/wiki/Public_limited_company
https://en.wikipedia.org/wiki/Tobacco_products
https://en.wikipedia.org/wiki/Chennai
https://en.wikipedia.org/wiki/Nepal
https://en.wikipedia.org/wiki/United_Kingdom
https://en.wikipedia.org/wiki/British_American_Tobacco
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 In 2000, ITC launched the Expressions range of greeting cards, the Wills Sport range 

of casual wear, and a wholly owned information technology subsidiary, ITC Infotech 

India Limited.

 In 2001, ITC introduced the Kitchens of India brand of ready-to-eat gourmet Indian 

recipes, which are produced and sold internationally, at first in cans and later in retort 

packages, and more recently online and atfestivals.

 In  2002,   ITC   entered   the confectionery and   staples   segments and   acquired   

the Bhadrachalam Paperboards Division and the safety matches company WIMCO 

Limited.

 ITC diversified into body care products in 2005.

 In 2010, ITC launched its handrolled cigar - Armenteros - in theIndian

 The company began online sales in 2014.

 ITC Limited entered the hotel business on 18 October 1975 with the opening of a 

hotel in Chennai, which was renamed Hotel Chola. In 2006, ITC hotels owned and 

operated 100 hotels in 75 locations. ITC Hotels have a reputation of playing host to 

visiting royalty and world leaders time andagain.

 ITC Grand Bharat is their latest hotel established inManesar,Gurugram.
 
 
 

ITC Brands: 
 

 Fortune hotels

 Welcom heritagehotels

 
Products and Brands: 

 
Cigarettes: 

 
ITC Ltd sells 81 percent of the cigarettes in India, where 275 million people use tobacco 

products and the total cigarette market is worth close to $6 billion (around Rs.65,000 crore) . 

ITC's major cigarette brands include Wills Navy Cut, Gold Flake Kings, Gold Flake 

Premiumlights, Gold Flake Super Star, Insignia, India Kings, Classic (Verve, Menthol, 

Menthol Rush, Regular, Citric Twist, Ice Burst, Mild& Ultra Mild), 555, Silk Cut, Scissors, 

Capstan, Berkeley, Bristol, Lucky Strike, Players, Flake and Duke & Royal. 

https://en.wikipedia.org/wiki/Meal%2C_Ready-to-Eat
https://en.wikipedia.org/wiki/Confectionery
https://en.wikipedia.org/wiki/Bhadrachalam
https://en.wikipedia.org/wiki/Safety_matches
https://en.wikipedia.org/wiki/Cigar
https://en.wikipedia.org/wiki/Wills_Navy_Cut
https://en.wikipedia.org/wiki/Gold_Flake
https://en.wikipedia.org/wiki/Gold_Flake
https://en.wikipedia.org/wiki/Gold_Flake
https://en.wikipedia.org/wiki/Gold_Flake
https://en.wikipedia.org/wiki/Gold_Flake
https://en.wikipedia.org/wiki/India_Kings
https://en.wikipedia.org/wiki/555_cigarettes
https://en.wikipedia.org/wiki/Silk_Cut
https://en.wikipedia.org/wiki/Capstan_(cigarette)
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OtherBusinesses: 

 
Foods: ITC's major food brands include Kitchens of India; Aashirvaad, Mint-o, gum-o, B 

natural, Sunfeast, Candyman, Bingo! and Yippee! ITC is India's largest seller of branded 

foods with sales of over Rs. 4,600 crore in 2012-13. It is present across 6 categories in the 

Foods business namely Staples, Snack Foods, Ready-To-Eat Foods, Juices, Dairy Product 

andConfectionery. 

 
Lifestyle Apparel: ITC sells its products under the Wills Lifestyle and John Players brands. 

Wills Lifestyle was accorded the ‘Superbrand’ status and John Players was included in the 

top 10 ‘Most Trusted Apparel Brands 2012’ by The EconomicTimes. 

 
Personal Care Products: These include perfumes, haircare and skincare categories. Major 

brands are Fiama Di Wills, Vivel, Essenza Di Wills, Superia and Engage. 

 
 
 
 
 

Stationery: Brands include Classmate, Paper Kraft and Colour Crew. Launched in 2003, 

Classmate went on to become India's largest notebook brand in 2007. 

 
Safety Matches and Agarbattis: Ship, iKno and Aim brands of safety matches and the 

Mangaldeep brand of agarbattis (Incense Sticks). 

Hotels: ITC's Hotels division (under brands including WelcomHotel) is India's second largest 

hotel chain with over 90 hotels throughout India. ITC is also the exclusive franchisee in India 

of two brands owned by Sheraton International Inc. Brands in the hospitality sector owned 

and operated by its subsidiaries include Fortune Park Hotels and Welcom Heritage Hotels. 

 
Paperboard: Products such as specialty paper, graphic and other paper are sold under the 

ITC brand by the ITC Paperboards and Specialty Papers Division like Classmate product of 

ITC well known for their quality. 

 
Packaging And Printing: ITC's Packaging and Printing division operates manufacturing 

facilities at Haridwar and Chennai and services domestic and export markets. 

https://en.wikipedia.org/wiki/Aashirvaad
https://en.wikipedia.org/wiki/Fiama_Di_Wills
https://en.wikipedia.org/wiki/Classmate_Stationery
https://en.wikipedia.org/wiki/Incense
https://en.wikipedia.org/wiki/ITC_Hotels
https://en.wikipedia.org/wiki/Franchising
https://en.wikipedia.org/wiki/Sheraton_Hotels_and_Resorts
https://en.wikipedia.org/wiki/Haridwar
https://en.wikipedia.org/wiki/Chennai
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Information Technology: ITC operates through its fully owned subsidiary ITC Infotech 

India Limited, which is a SEI CMM Level 5 company. 

 
Outreach 

 
E-Choupal 

 ITC's e-Choupal initiative is designed to make the power of the Internet available to 

Indian farmers. The company places computers with Internet access in rural farming 

villages, serving both as a social gathering place for exchange of information (choupal 

means gathering place in Hindi) and an e-commerce hub. As of July 2010, services 

through 6,500 e-Choupal across 10 states reach more than 4 million farmers in about 

40,000 villages. The potential of e-Choupal is also being tested through pilot projects 

inhealthcare, educational services, water management and cattle health management. In 

2008, this initiative was recognised in the list of "Innovations to make markets more 

inclusive for the poor"in World Development Report Sep-2008 by the WorldBank. 

 
ItcSangeet Research Academy 

 ITC Sangeet Research Academy is a Hindustani classical music academy established in 

1977 and located in Kolkata. Some noted musicians are associated with thisacademy. 

 

Awards and Recognitions: 

 
 In 1994 and 1995, the ILTD Division in Chirala and Anaparti won the "Best of all"Rajiv 

Gandhi National QualityAward 

 ITC features on the Forbes Global 2000 rankings for 2012 at position 841. In the same 

rankings, the company's market value placed it as the 184th largest company in the world. 

Forbes has also included the company in Asia's Fab 50 Companieslist. 

 In 2013, ITC was ranked the third most admired company in India byFortune. 

 In 2011, all of ITC’s super premium luxury hotels were accorded LEED Platinum 

certification, making ITC Hotels the ‘Greenest Luxury Hotel Chain in theWorld’. 

 In 2010, ITC was ranked 6th amongst global consumer goods companies in sustainable 

value creation during 2005-09, by Boston ConsultingGroup. 

 It received the National Award for Excellence in Corporate Governance from the Institute 

of Company Secretaries of India in2007. 

https://en.wikipedia.org/wiki/E-Choupal
https://en.wikipedia.org/wiki/Healthcare
https://en.wikipedia.org/wiki/Water_management
https://en.wikipedia.org/wiki/Veterinary_medicine
https://en.wikipedia.org/wiki/World_Bank
https://en.wikipedia.org/wiki/ITC_Sangeet_Research_Academy
https://en.wikipedia.org/wiki/Rajiv_Gandhi_National_Quality_Award
https://en.wikipedia.org/wiki/Rajiv_Gandhi_National_Quality_Award
https://en.wikipedia.org/wiki/Rajiv_Gandhi_National_Quality_Award
https://en.wikipedia.org/wiki/Forbes_Global_2000
https://en.wikipedia.org/wiki/Fortune_(magazine)
https://en.wikipedia.org/wiki/Boston_Consulting_Group
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 In 2006, ITC's e-Choupal program won the Stockholm Challenge Award 2006 in the 

Economic Development category. This program enables over 3.5 million farmers to 

access crop-specific and customised information in their native village habitat and 

language. 

 In 2014, The Brand Trust Report, published by Trust Research Advisory, a brand 

analytics company, ranked ITC in the 9th position among India's most trusted brands in 

the Diversifiedsector. 

https://en.wikipedia.org/wiki/The_Brand_Trust_Report
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Company Profile 
 

History of the Company: 
 

The Fortune Lineage: 
 

Fortune Park Hotels Ltd. is a wholly owned subsidiary of ITC Ltd. and was set up in 1995 to 

cater to the mid-priced market segment. 

Today, Fortune Park hotels Ltd. is a professionally managed Hotel Management 

Company with 40 operating hotels and many hotels in various stages of completion. It is also 

the fastest growing hotel chain in the first-class, full-service category in India. 

Fortune Murali Park is conveniently located in the city centre and in the commercial 

hub on M.G.Road of Vijayawada. The hotel is just 3 kms from the Railway station and 20 

kms from the Airport. The hotel is constructed with a contemporary design on a total land of 

4295 sq. yards and consists of Cellar, ground and 7 floors. It is the biggest hotel in this region 

with 5 star facilities. The Hotel has 94 world class accommodations (44 Standard rooms with 

41 Fortune Club rooms & 9 Suites), 4 Food & Beverage Outlets, 5 Banquet halls and a 

Business Centre. 

 

Mission & Objectives of the Company: 
 

Motto: 
 

Smart; contemporary; best in class hotel. 
 

Vision: 
 

Sustain ITC’s position as one of India’s most valuable corporations through world class 

performance, crating growing value for the Indian economy and the company’s stakeholders. 

Mission: 
 

To enhance the wealth generating capability of the enterprise in a globalizing environment, 

delivering superior and sustainable stakeholder value. 
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Board of Management: 
 

Managing Director – Mr. M. Murali Krishna 

General Manager – C.Sujith 

Mr. Suresh Kumar, Chief Executive Officer - Fortune Park Hotels Limited 

Mr. Asjit Singh Vice President – Finance 

Mr. Rohit Malhotra – Vice President Operations 

Mr. Shaik  Jilani -  Head Sales and Marketing 

Ms. K. Ramu - CorporateHousekeeper 

Mr. Rohit Hans, Manager - Development and Special Projects 

Mr. Jeevan kishore, Manager –Finance 

Mr. Ashok Chowdhary gm – Technical 

Mr. Prasad - Head –HR 

Company Policies: 
 

a. At any and every contact with a customer, we are involved in a potential 

moment of truth. We can create either a wow or oof. By following a simple 

10-point code for quality service, we can create a wow every time, every 

moment, everyday. 

b. Thou shall greet the customer immediately. Smile and establish eye contact, make the 

guest feelwelcome. 

a. Thou shall give all your attention to the customer. Always pay attention to the 

guest, listen carefully without interruptions. 

b. Thou shall make the first 30 seconds count. Smile and make eye contact. 

Address by name, if possible. First impressions last, let your interaction be 

positive. 

c. Thou shall be natural not mechanical and phony. Guests are very quick to sense if 

you’re approach is genuine and you’re enjoying servingthem. 
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a. Thou shall be energetic and cordial. Disinterested, disorganized service is 

often as bad as noneThou shall be the customer’s agent. Be imaginative, put 

yourself in their shoes, and solve theirproblems. 

b. Thou shall think. Use your common sense. Take on the spot decisions. You 

are the solution.Thou shall bend the rules sometimes. Unusual situations may 

call forunusual action. Don’t be afraid to bend rules. Talk to your seniors, may 

be specific rules can beamended. 

c. Thou shall make the last 30 seconds count. The last half minute is as critical as 

the first. Leave the guest with a feeling that you treasure his presence. Make 

him feel like coming back toyou. 

d. Thou shall take care of yourself. Manage your health and stress. If you feel 

good you will servebetter. 

d. Fortune Values: 

a. We must practice team work and must take care of each other. By doing  so, 

we believe that we will take better care of ourguests. 

b. Our mission must be to ensure the return of our guests. We can do this by 

showing genuine care and displaying total interest in the guest and by paying 

complete attention. 

c. We must always smile and speak to all in a warm and friendly manner. Use 

guest’ names as often as possible and avoidslang. 

d. When the guest leaves the hotel, we must thank him and bid a warm farewell. 

His last impression must be positive andwarm. 

e. Anticipate guest needs and understand the guest’s body language, be proactive 

and personalize all interaction. Remember, all of you are responsible towards 

guests in some way of theother. 

f. When speaking with guests, if there is a complaint, we must practice learn, i.e. 

listen, empathize, apologies, react and notify this will help us to retain our 

guests and make them feel caredfor. 

g. All associates must report defects to the concerned department and also report 

any shortages of equipment andsupplies. 

h. All associates must follow uncompromising standards of cleanliness. We must 

clean as we go along. 
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i. We must express workplace concerns in positive manner and never complaint 

in front of a guest. We should always remember we are ambassadors of the 

hotel, both in and out of the hotel.Always recognize repeatguests. 

j. Whenever a guest asks for directions, do not just point them out .It is always 

more effective to walk along with the guest as far as possible. When ever, this 

is not possible, then at least walk the first few steps with the guest. When 

answering the phone, always follow the laid down greeting and pick up the 

phone within threerings. 

k. Always carry the values card, wear name tags and follow uniform standards. 

Personal hygiene is mostimportant. 

 

 
l. It is the duty of all to protect the assets of the hotel and use all resources 

wisely and eliminatewaste. 

m. You must handle all guest requests to the best of your ability and seek help 

from seniors when required. Think of creative ways of sayingyes. 

Product Profile: 
 

Accommodation: 
 

94 well-appointed rooms, including 44 standard rooms, 41 Club Rooms, 6 Jr. Suites with an 

Executive and Presidential Suite. The rooms are spacious and contemporary best in class in 

the region with all modern amenities. 

Food and Beverage: 
 

The hotel has a variety of restaurants to serve you the cuisine of your choice. Zodiac, a 24  

hrs coffee shop. The Oriental Pavilion, a specialty restaurant serving delectable Chinese and 

Thai cuisine. The hotel also has a Fortune 500 Pub-cum-Bar and the Pastry shop, Fortune 

Cookies. 
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Conferencing Facilities: 
 

Conference 

Hall 

Names 

Conference 

Hall Area 

(Sq. Feet) 

Seating Style capacity 

Theatre U Shape DOUBLE-U Class 

Room 

Cocktail Round 

Table 

Grand 

Ball Room 

6112 400 120 150 150 750 200 

Crystal 

Ball Room 

5004 300 70 60 80 450 150 

 
 
Senate 

2403 125 50 60  150 80 

Other Services & Facilities: 
 

Business center, Laundry, Doctor on call, Travel Desk, 24 hr. Room Service, In-house 

Laundry, Car Parking, Baby Sitting, Cable TV, Central Air Conditioning, Hair Dryer, 

Electronic Safe, 

Banquet & Conference facility, Iron and Ironing Board on request, Data Port in rooms, 

Tea/Coffee Maker, Mini bar and Weighing Scale. 

Competition Set: 
 

Quality Inn DV Manor – 115 rooms, 3 F & B Outlets, H/Club, Gymnasium 
 

Accommodation: 
 

Total numberofrooms : 115rooms 
 

GuestFloors : 06floors 
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Pricing Strategies: 
 

Rate Details of Fortune Murali Park: 
 
 
 

Rooms INR 

 Single Double 

Standard Room 5500 6500 

Fortune Club Room 6500 7500 

Fortune Superior Club Room 7000 8000 

Junior Suite 9000 9000 

Executive Suite 10000 10000 

Presidential Suite 17999 17999 

 

Rates w.e.f 1st October 2018 

Taxes as applicable, shall be extra 

Extra Bed will be charged at Rs. 1200/- 
 

Rates given above are inclusive of buffet breakfast The dollar tariff would be applicable to 

all non resident Indians and Foreign nationals The Indian Rupee tariff would be applicable to 

resident Indians and Foreign Nationals with a valid work permit Volume Corporate and 

Group rates are available through our Sales Offices Tariffs and taxes are subject to change 

without notice Check –in and Check –out time 24hrs. 

The hotel has five well-equipped banquet halls and seminar rooms that can 

accommodate up to 1000 guests. All the banquet halls and seminar rooms are well-equipped 

with conferencing 
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facilities. It also includes a completely furnished and fully equipped boardroom for 

presentations and meetings. 

The hotel offers the best of residential and non-residential banquet and conferencing 

facilities ideal for conferences, meetings, interviews, seminars, weddings and parties. 

 

Promotion Strategy: 
 

Fortune Park Hotels Ltd., in addition, has its own dedicated web-based Central 

Reservation System – Fortune. Fortune provides as easy-to-access instant reservation facility 

for all the Fortune hotels, and is linked to the Fortune Park Hotels' website. 

This, coupled with Fortune Park Hotels' representation on GDS (Global Distribution 

System) which provides timely and key information to potential customers on a global 

platform, gives Fortune Park Hotels, a comprehensive and all-encompassing market 

visibility. 

 

Sales & Marketing: 
 

Fortune Park Hotels are sold and marketed through the ITC-Welcome group Sales & 

Marketing offices located throughout the country in 11 locations, employing a team of over 

100 professionals. These offices are located in New Delhi, Mumbai, Kolkata, Chennai, 

Bangalore, Hyderabad, Coimbatore, Pune, Ahmadabad, Cochin and Chandigarh. 

Fortune Marketing offices cover the entire geographical spread of the country and are 

located in New Delhi, Mumbai, Kolkata, Chennai, Bangalore, Hyderabad, Ahmadabad and 

Cochin. 

ITC-Welcome group is an acknowledged marketing leader in the hospitality sector, 

known for its visionary and creative marketing initiatives. These marketing initiatives, such 

as Executive Travel & Value Plan, Welcome Award, Welcome Link- to name a few- are 

available to all Fortune Park Hotels and instantly gives them access to the country's best 

established hospitality marketing programs and the largest database of existing hotel users. 

Besides, Fortune hotels get the benefit of existing relationships with the leading MNCs and 

Corporate which are current users of ITC-Welcome group hotels all over thecountry. 
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Distribution Strategy: 
 

Including Fortune Park, ITC-Welcome group currently has more than 100 hotels 

spread over four brands, including Fortune Hotels. 

The Fortune operating hotels are locatedin: 
 

Ahmadabad, Bangalore, Chennai, Darjeeling, Gandhi Nagar, Goa, Gurgaon, Hyderabad, 

Indore, Jaipur, Jammu, Jamshedpur, Kolkata, Lavasa, Ludhiana, Mussoorie, Madurai, 

Manipal, Mysore, Navi Mumbai, New Delhi, Noida, Ooty, Port Blair, Pune, Thane, Tirupati, 

Trivandrum, Vijayawada, Vishakhapatnam. 

Others to open shortly are: 
 

Fortunes Cedar Trail, Simla 

Fortune Park Savoy, Chennai. 

Fortune: 

Fortune Park Hotels Ltd., in addition, has its own dedicated web-based Central Reservation 

System – Fortune. 

Fortune provides as easy-to-access instant reservation facility for all the Fortune Hotels, and 

is linked to the Fortune Park Hotel’swebsite. 

This,coupled with Fortune Park Hotels' representation on GDS (Global Distribution System) 

which provides timely and key information to potential customers on a global platform. 

Quality Certifications: 
 

Fortune Murali Park Hotel is certified by The Tourism Department of A.P. 
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Organisational Structure: 
 

It is now a well known fact that qualified professionals prefer a chain, where they see 

growth possibilities rather than a standalone unit. Fortune Hotels has created a Talent Pool of 

executives which caters to varied profile of resources for a Unit. 

Fortune Hotels also provides valuable training support to all hotels. Professional training for 

staff is organized for introduction to the Fortune Operating Standards and Procedures that 

help the Unit executives not just perform better at their current positions, but also gears them 

up to take bigger roles and responsibilities in the future. The Corporate Training Manager 

regularly visits all properties to conduct training sessions based on the needs of eachhotel. 

In addition, ITC Hotels operates one of the industry's most respected in-house training 

schools in Gurgaon. The Welcome group Management Institute (WMI) runs regular 

management courses for all ITC Hotels and provides for continuous learning support. Also, 

Fortune Hotels regularly provides on-the-job training for managers and chefs at theirexisting 

hotels in various cities. Fortune Managers are also regularly sent for industry exposure to 

their leading hotels in the metro cities, to keep them abreast with latest trends and standards 

inhospitality. 

A comprehensive HR manual, detailing the HR guidelines for each hotel along with an 

employee orientation manual, is made available to all General Managers. 
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WAGE AND SALARY ADMINISTRATION 
 

INTRODUCTION: 
 

Wage and salary administration is one of the vital areas of personnel administration , 

for sound wage and salary policies and programmes are essential to procure, maintain, 

develop, promote and transfer employees and to get effective results from them. 

Wage and salary administration refers to the establishment and implementation of 

sound policies and practices of employee compensation. It includes such areas as job 

evaluation, surveys of wage and salaries, analysis or relevant organisational problems, 

development and maintenance of wage structure, establishing rules for administering wages, 

wage payments incentives, profit sharing, wage changes and adjustments, supplementary 

Payments, control of compensation costs etc. 

 
Wages Vs Salary: 

 

Payment made to labour is generally referred to as wages. Wages is compensation to 

the employees for services rendered to the organization. Normally the wages period is shorter 

than the salary period. Money paid periodically to persons whose output cannot to be easily 

measured, such as clerical staff as well as supervisory and managerial staff, is referred to as 

salaries. Salaries are thus paid generally on a monthly basis and at the times the elements of 

incentive is introduced in the form of commission, for e.g. paid to salesmen in addition to 

their salaries. However, it is in area of labour that there are several types of methods of wage 

payment. 

HISTORY: 
 

During the early period of industrial development, efforts towards workers welfare 

were made largely by social workers, philanthropists, religious leaders and some of 

considerate employers, mostly on humanitarian grounds. Before introduction of welfare and 

other legislation in India, the conditions of labour were miserable. Wages were pitifully low, 

working hours were long, working and living conditions were unhygienic and hazardous and 

educational and cultural activities for the workers and families were not in existence. 
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The resolution of 1947 of the ILO concerning welfare facilities for workers of the 

International labour conference of 1956 influenced the scope of labour welfare and labour 

welfare legislation in India. 

The second World War brought about far reaching consequences in all fields of 

activities and strengthened the welfare movement and the benefits regulating from a proper 

regard for the health and well-being of the workers were gradually recognized and employers 

co-operated with the Government in making the provision improved amenities. The 

Government take the initiative and actively promoted various welfare activities among the 

industrial workers. A number of legislation for the welfare of the working classes was also 

enacted. 

DEFINITION OF WAGE AND SALARY: 
 

A wage is the remuneration paid, for the services of labour in production, periodically 

to an employee/worker. "Wages" usually refer to the hourly rate or daily rate paid to such 

groups as production and maintenance employee ("blue collar workers"). On the other hand, 

'salary' normally refers to the weekly or monthly rates paid to clerical administrative and 

Professional employees (“white collar workers”). 

 

 
According to Yoder and Heneman:- 

 
"Wages are the compensation of wage earners, the numerous employees who use the tools 

and equipments for their employers to produce goods and services that are sold by their 

employers". 

According to P.M.Stochank :- 
 

“Wage is that labour’s remuneration which creates the utility”. 

According to Benham :- 

“Wages means the amount paid to the labour for his services to the employer”. 

 
Meaning 

 
The term compensation Administration or wage and salary administration denotes the 

process of managing a company's compensationprogram. 
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The goal of compensation administration is to design cost effective pay structure that will 

attract, motivate, and retain competent employees. 

 
Employee compensation may be classified into two types- 

Base compensation and Supplementary compensation. 

 
 

i. Base compensation refers to monitory payments to employees in the form of wages 

and salaries Wages· implies remuneration to workers doing manual work. Salaries· is 

usually defined to mean compensation to office, managerial, technical and 

professional staff. Base compensation should be noted here is a fixed and non 

incentive payment on the basis of time spent by an employee on thejob. 

 

ii. Supplementary compensation signifies incentive payments based on actual 

performance of an employee or a group ofemployees 

 
ADMINISTRATION OF WAGES AND SALARIES 

 
Wage and salary administration should be controlled by some proper agency. This 

responsibility may be entrusted to the personnel department or to some job executive. Since 

the problem of wages and salary is very delicate and complicated, it is usually entrusted to a 

Committee composed of high-ranking executives representing major line organizations. The 

major functions of such Committee are: 

 
a) Approval and/or recommendation to management on job evaluation methods and 

findings. 

b) Review and recommendation of basic wage and salarystructure; 

 
c) Help in the formulation of wage policies from time to time 

d) Co-ordination and review of relative departmental rates toensureconformity; and 

e) Review of  budget estimates for wage and salary  adjustments and increases. 
 
 

This Committee should be supported by the advice of the technical staff. Such staff 

committeesmay be for job evolution. Job description, merit rating, wage and salary surveys  in 

an industry, and for a review of present wage rates procedure andpolicies. 
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Alternatively, the overall plan is first prepared by the Personnel Manager in consultation and 

discussions with senior members of other departments. It is then submitted for final approval 

of the top executive. Once he has given his approval, for the wage and salary structure and 

the rules for administration, its implementation becomes a joint effort of all heads of the 

departments. 

 
The actual appraisal of the performance of subordinates is carried out by the various 

managers, who in turn submit their recommendations to higher authority and the latter, in 

turn, to the personnel department. The personnel department ordinarily reviews 

recommendations to ensure compliance with established rules of administration. In unusual 

cases of serious disagreement, the president makes the finaldecision. 

 
Objectives of wage & salary Administration 

 
1. To Establish a Fair and EquitableRemuneration 

2. To Attract CompetentPersonnel 

3. To Retain the PresentEmployees 

4. To ImproveProductivity 

5. To ControlCosts 

6. To Improve Union ManagementRelations 

7. To improve Public image of theCompany 

 
Characteristics of Wage and salary Administration 

 
1. A good Wage system acts as a motivator to theemployee 

2. The system of Wage payment should be permanent andstable. 

3. The wage plan must be flexible. It should be capable of being adjusted quickly to the 

changing requirements of theenterprise. 

4. The system of wage payment should be easy to understand and simple tooperate. 

5. The wage plan should establish a direct relationship between effort andreward. 

6. Standards of Work used in a wage plan should be reasonable and attainable. 

7. The cost of designing and administering the system should bereasonable. 

8. The wages differentials should be based on some rational and objectivecriteria. 

9. A good wage payment system should guarantee a minimum wage to theworkers. 

10. The wage system should promote co-operation between employer andworkers. 
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Process of wage & salary Administration 
 

1. Job Analysis: In this step job is thoroughly analyzed and identified through time and 

motion and other studies in terms of its requirements, difficulties, responsibilities, etc. 

and job descriptions are prepared to state the characteristics of thejob. 

 
2. Job Evaluation: Job evaluation is the operation of evaluating a particular job in 

relation to others jobs either within or without theorganization. 

 
3. Pricing Job Structure: Pricing job structure to form wages and salary, structure 

involves numerous and complex consideration including compensation, legislation, 

existing wage rates, union demands, labour supply and demands conditions, ability to 

pay, productivity, cost of living and labourcosts. 

4. Method of Wage Payment: when the wage structure has been priced, methods of 

wage payment should be set up to payemployees. 

5. Evaluation of the wage and salary administration: The last step is to evaluate the 

efficiency ofthe wage and salary administration, principles, policies, procedures, etc. 
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Process of wage and salary administration 
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FACTORS AFFECTING WAGE & SALARY ADMINISTRATION 

 
1. Labour Market: Demanded for and supply of labour influence wage &salary 

fixation. 

2. Bargaining Power: wage rates also depend to a large extent on relative Bargaining 

power of the trade unions or workers andemployers. 

3. Cost of Living: cost of living various under inflationary and deflationary pressures, 

where employers do not show enough awareness ,labour unions if strong come out 

with a demand of wage adjustment according to the cost of living . 

4. Condition of Product Market: The wage levels will be influenced by the degree of 

the competitions prevailing in the market for the product of theindustry. 

5. Comparative Wages: Wages paid by other phones in the same market for similar 

work also influence wagelevel. 

6. Ability to Pay: Wage rates are influenced by the ability of industry or firm to pay its 

workers. 

7. Productivity of Labour: productivity is concerned to be main basis of wage- 

determination. In firms, where productivity of labour is high, higher wages are paid as 

compared to other jobs which do not require the same degree skills, responsibility or 

risk. 

8. Job Requirements: A worker is compensated according to the job requirements. If a 

job requires higher skill, greater responsibility & risk, the worker placed on the job 

will naturally get higher wages in comparison to other job which do not require the 

same degree of skills, responsibility orrisk. 

9. Government Policy: The bargaining power of workers is not enough to ensure fair 

wages in all industries, the government has to interface in regulating wage rate to 

guarantee minimum wage rates in order to cover the essentials of a decentliving. 
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10. Good will of the company: A few employers want to establish themselves as good 

employers in the society &fix higher wages for their workers. it attracts qualified 

employees. 
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FACTORS EFFECTING WAGE & SALARY ADMINISTRATION 

WAGE AND SALARY ADMINISTRATION GENERAL PLAN 

Policy 

 
It is the policy of the Institute to pay fair, equitable and competitive wages and 

salaries in order to attract, retain and motivate competent employees. An effort is made to 

recognize the relative values of the various jobs, to adapt realistic wage and salary ranges and 

to make comparative studies of area rates and changing job conditions to assure that the wage 

structure iscurrent. 

 
Classification Plan 

 
a. General - The classification method emphasizes the grouping of jobs using similarity of 

duties and types of activities as criteria. The plan adopted by the Institute is purposely 

generalized. It allows maximum flexibility for department action, and provides for 

recognition of the individual, but establishes boundaries to insure equal treatment of all 

employees. 

 
b. Classifications - Jobs are separated into five major classifications, based on similarity of 

duties and activities. Theyare: 

 
A - Administrative and Supervisory 

 
E - Research and Engineering 

 
O - Office and Stores 

 
S - Service 

 
T - Technical and Trades 

 
Levels - These five classifications are divided into levels based on relative difficulty of the 

jobs, measured by factors such as: Knowledge, problem complexity, responsibility, skills and 

abilities, consequence of error and training and experience. 
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c. Classification Procedure - Creating, changing and reclassifying job titles and job levels 

is the responsibility of the Compensation and Records Office of the Human Resources 

Department and is accomplished using the followingprocedure: 

 
(1) Job descriptions are written for staff jobs in a standard format based on questionnaires and 

interviews with employees andsupervisors. 

 
(2) After the job description has been reviewed by the employee and the employee's 

supervisor, the Human Resources Compensation Office establishes the proper classification 

and level by comparing the scope and complexity of the job with other similar existingjobs. 

 
(3) The Human Resources Compensation Office then assigns the applicable classification, 

level, job title, and jobcode. 

 
3.8.1. Wage and Salary Plan 

 
A. Rate Ranges - A minimum and maximum rate are assigned to each level of each 

classification. These are published in Personnel Memoranda #10-1. The rate range for each 

level is established and then confirmed on the basis of information gathered in periodic wage 

and salary surveys of comparable jobs in similar institutions and in local businesses and 

government agencies. Individuals will be paid at a rate within the rate range according to  

their ability, training, experience and performance as rated by their supervisor in periodic 

salary reviews and internal equity subject to the approval of the Human Resources 

CompensationOffice. 

 
b. Start Rates- Before an employment offer is made to an outside candidate or a transfer 

applicant, the classification and starting rate must be approved by the Human Resources 

Compensation and Employment Offices. 

 
c. Rate or Rate Range Adjustments - Periodic surveys and job studies and other analyses 

conducted by the Human Resources Compensation Office may indicate that changes should 

be made in rate ranges. These changes will usually be made and published effective October 

1. Rate adjustments may be made outside the regular salary review period when area rates are 

significantly higher than rates being paid at the Institute for comparablejobs. 
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(1) Rate adjustments may be applied uniformly to all employees within a particular job level 

or jobclassification. 

 
(2) Employees whose performance is not up to standard may be given less than the amount 

designated in order to realign their rates more equitably with theirperformance. 

 
Salary Review Plan 

 
The recognition of and reward for individual achievement is fundamental to good wage and 

salary administration. The Institute has established regular periods for the purpose of 

reviewing each employee's salary in relation to job performance, years of service and total 

experience. 

 
a. Salary Reviews 

 
(1) Salary reviews may or may not result in recommendations for pay changes. Salary 

improvement is not automatic; it must beearned. 

 
(2) Salary increases will normally be made effective only during the periods of 

September/October or March/April and only on the appropriate Monday payroll effective 

date. 

 
(3) All new employees will be reviewed during their probationary period. After performance 

on the job has been observed, a probation completion increase may be recommended. (See 

Personnel Memoranda #9 fordetails). 

 
(4) All employees will be reviewed annually after probation completion at one of the two 

regular salary reviewperiods. 

 
(5) Total annual (fiscal year) salary increases, excluding probation completion increases, for 

any one employee will normally not exceed 15 percent of base pay per fiscalyear. 

 
 
 

Special merit increases (SMI's): It may be given to individuals for sustained exceptional job 

performance or for significant professional achievement or contribution. 
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(1) These increases may be given outside of the regular merit reviewperiods. 

 
(2) Increases will be decided on the merits of each individualsituation. 

 
(3) No more than one special merit increase may be given insequence. 

 
(4) Such increases will not exceed 10percent. 

 
 
 

Systems of Wage Payment: 

In case of worker, the wages are depend generally on the rates of wages which may be 

barely rate or time rate or leased on a piece rate, that is, dependent on worker’s output. There 

are also various combinations of not only time & piece rate systems, but also several  

premium plans adopted with a view to incorporate the incentive element and motivate the 

worker. In addition, there are collective wage paymentsalso. 

 
 

Time of wage Payment: 
 

Under this system, the work is paid a certain sum for a fixed period of time that is so 

much per hour or per day or month. The main advantages under this system are the 

followings: 

 
I. It is simple incalculation 

II. The worker does not rush the job and spoil the quality through a temptation of 

earningmore. 

 
 

The following are however the drawbacks of the system: 

I. The worker being assured of a fixed payment for the time spend is not tempted to 

work harder or more productivity as he is not rewarded for the extraeffort. 

II. The superior worker often tries to protect his slower colleagues by the slacking off 

himself. 

III. The superior worker is discouraged as, although he is more productive, he is paid  

the same amount. He therefore slackens’ off over a periodtime. 
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The system is satisfactory from the viewpoint of providing incentive to work harder and more 

productivity. 

 
The piece wage system: 

In this system, the worker is paid a fixed rate per unit produced or job completed. The 

rate is normally developed on the basis of analysis of previous performance and  

establishment of average performance of a particular standard ofworkmanship. 

The following are the advantages of The Piece Wage System: 

I. As the worker is paid more when he produces more, he is inclined to put forth his best 

efforts. This results in increased productivity, which benefits both the employer and 

employee. 

II. The employee helps management in avoiding delays throughbreakdown. 

III. The superior worker is induced to work hard as at the end of the period he finds that 

his pay is large than that of lazy ofworker. 

IV. In his effort to produce more, the worker may disregard the spoiling of his tools and 

machinery used by him for theproduction. 

V. It is paid merely on the basis of the number of items produced without regard to 

quality. The quality of the production is likely to decline. There is thus a tendency to 

sacrifice quality in favor ofquantity. 

This system may result in excessive fatigue as the employee tries to work his hardest and his 

maximum speed to earn as much as he can. 

 
 
 
 

Premium Bonus Method: 

As in the piece wage system, the employee is not guaranteed any minimum wage in 

case the supply of labour is abundant; the piece-wage rate could be so lowered as to lead to 

sweating and other evils. Because of this, trade unions began to object the  piece-wage 

system. They pressed for a guarantee of a fair minimum wage in connection with certain 

trends. As a result, of this, a number of systems of wage payments emerged technically 

known as progressive wage systems or premier bonus system /methods. 

 
Development of a Pay System: 
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• Before developing a pay system the organization must develop policies as general 

guidelines to govern the pay system. Uniform policies are needed for co-ordination, 

consistency and fairness in compensatingemployees 

• Job Analysis is used in developing a pay system through the activities of job 

evaluation and wage/salarysurveys 

• Job Evaluation is to ensure internal equity whereas wage survey is to ensure that the 

pay is externallycompetitive 

 
Using the Job Evaluation details, the pay structure (Grades) and minimum and maximum 

wage ranges are determined. Then individual jobs must be placed in the appropriate pay 

grades and employees’ pay adjusted based on length of service and performance. Finally the 

pay system must be monitored and updated as needed. 

 
Special Salary Adjustments (SSA's) 

 
A special salary adjustment may be recommended when: 

 
a. An individual attains a degree or an advanced degree related to the position held or another 

similar significantachievement. 

 
b. The Compensation office of Human Resources determines the rate of pay of the employee 

is out-of-line with internal pay structure and/or labour marketconditions. 

 
c. These increases may be given outside of the regular salary review periods and may not 

exceed 10percent. 

 
Approvals 

 
All rates and personnel changes are subject to prior approval of the Human Resources 

Compensation Office. Proposed changes should be communicated to the employee only after 

this approval has been granted. 

 
Exceptions 

 
Any exception to this policy requires the approval of the Vice President for Business and 

Finance or designee. 
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PRINCHIPLES OF WAGE AND SALARY ADMINISTRATION 
 
 

There are several principles of wage and salary plans and practices. 
 
 

1. Wage and salary plans should be sufficientlyflexible. 
 
 

2. Job evaluation must be donescientifically 
 
 

3. Plans must always be consistent with overall organizational plans andprogrammes. 
 
 

4. These plans and programmes should be in conformity with the social and economic 

objectives of the country like attainment of equality in income 

distributionandControlling inflationarytrends. 

 
 

5. These plans and programs should be responsive to the changing local and national 

conditions 

 
6. These plans should simply and expedite administrativeprocesses. 

 
 
 
 

ELEMENTS OF WAGE AND SALARY SYSTEM 

 
The system should have a relationship with the performance, satisfaction and attainment of 

goals of an individual. 

 

 
Henderson identified several elements, 

 
1. Identifying the available salary opportunities, their costs, estimating the worth of its 

members, of their salary opportunities and communicating them toemployees 

2. Relating salary to needs andgoals 

3. Developing quality, quantity and time standards related to work andgoals 

4. Determining the effort necessary to achieve thestandards 
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5. Measuring the actualperformance 

6. Comparing the performance with the salaryreceived 

7. Measuring the job satisfaction of theemployees 

8. Evaluating the unsatisfied wants and unrealized goals aspirations of theemployees 

9. Finding out the dissatisfaction arising from unfulfilled needs and unattainedgoals. 

10. Adjusting the salary levels accordingly with a view to enabling the employees to 

reach undetached goals and fulfill the unfulfilled needs and aspirations. 

 
 
 

 
WAGE POLICY 

 
A wage bill is an important part of the production cost. If the wage bill increases beyond 

the paying capacity of an employer, the very survival of the firm becomes difficult. 

 
And from the employees point of view wages determines his standard of living, so it’s an 

important issue. Recognising this constitution of India guaranteed equal pay for equal work 

for both men and women which ensure a decent standard of life. 

 
WAGE POLICY IN INDIA 

 
 

1. Minimumwage 

2. Fairwage 

3. Livingwage 
 
 

Minimum Wage: 

 
This is the wage which must invariably paid whether the company, big or small, makes profit 

or not. It is the bare minimum that a worker can expect to get for services rendered. 

 
 In calculating the standard working class family should be taken to  compromise  

three consumption units for one earner. The earnings of women, adolescent and 

children aredisregarded. 
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 In respect of housing the rent corresponding to the minimum area  provided  for  

under government industrial housing scheme should be taken in to consideration in 

fixing the minimumwage 

 Fuel , lighting and other miscellaneous items of  expenditures should constitute 20% 

of the total minimumwage 

 
Fair Wage: 

 
 

This is the wage which is above the minimum wage but below the living wage; let’s see 

the factors, the productivity of labour. 

 
 The prevailing rates of wages in the sameor similar occupations 

 The level of national income and itsdistribution 

 The place of industry in the economy of thecountry 

 The employer’s capacity topay. 
 
 

Living Wage: 
 

Living wage is the highest among the three; it is dynamic concept and grows in line with 

growth of the national economy. It must provide, 

 
 Basic amenities oflife 

 Efficiency of theworker 

 Satisfy social needs of the workers such as, medical, education, retirementetc. 
 
 

STATE REGULATION OF WAGES 
 

Minimum wages act, 1948 
 

The Act prescribes minimum rate of wages certain sweated and unorganized sectors covered 

under this Act. The minimum wages can be fixed by hour, day, month or any other time 

period. The Act provides for setting up a tripartite body consisting of employees, unions and 
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the government, to advise and assist in fixing and revising minimum wage rates. The rates 

could be subjected to revision at intervals not exceeding 5 years. 

 
 
 
 
 

Payment of Wages Act, 1936 
 

The main objective of the act is to provide for regular payment of wages without any 

unauthorized reductions to persons who are employed in any industrial establishment or 

factory. The Act prescribes all the permissible deductions to be made from the employees 

salary, for example fines, deductions for absence, deductions for loss of goods entrusted to 

worker, Provident fund, insurance premium, etc. 

 
Wage Boards 

 

This is one of the important institutions set up by the government of India for fixation 

and revision of wages. Separate wage boards are set up for separate industries. Government 

of India started instituting wage boards in accordance with the recommendations of the 

Second Five Yearplan. 

 
The wage boards take the following factors into consideration for fixing and revising the 

wages invarious industries apart from the normal ones. 

a) Jobevaluation 

b) Wage rates for similar jobs in comparableindustries 
 

c) Existing levels of wage differentials and theirdesirability 
 

d) Government’s objective regarding social justice, social equality, economic justice and 

economic equality. 

e) Need for incentives, improvements in productivity,etc 
 

The wage boards fix and revise the various components of wages like Basic Pay, DA, 

incentive earning, overtime pay, house rent allowance, etc. 
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Pay Commissions 
 

Wages and allowances of Central and State government employees are determined 

through the pay commissions appointed by the appropriate government. So far the Central 

Government has appointed five pay commissions. The disputes arising out of  pay 

commission awards and their implementation are decided by commissions of inquiry, 

adjudication machinery and the joint consultativemachinery. 

 
Where differentials perform important economic functions like labour productivity, 

attracting the people to different jobs. Since most of the workers are mobile with a view to 

maximizing their earnings, wage differentials reflect the variations in productivity, efficiency 

of management, maximum utilization of human force, etc. Attracting efficient workers, 

maximization of employee’s commitment, and development of skills. Knowledge, utilization 

of human resources, maximization of productivity can be fulfilled through wage differentials 

as the latter determines the direct allocation of manpower among different units, occupations 

and regions so that the overall production can be maximized. Thus, wage  differentials 

provide an incentive for better allocation of human force – labour mobility among different 

regions and thelike. 

 
Wage differentials play a pivotal role in a planned economy in the regulation of wages and 

development of national wage policy by allocating the skilled human force on priority basis. 

Development of new skills, knowledge, etc. is an essential parts of human resource 

development. Shortage of technical and skilled personnel is not only a problem for industries 

but it creates bottlenecks in the attainment of planned goals. Thus, wage differentials, to a 

certain extent, are desirable from the viewpoint of national interest. As such, they probably 

become an essential part of the national wage policy. Complete uniform national wage policy 

is impracticable and undesirable. 
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WAGE DIFFERENTIALS 
 

Wages differ in different employments or occupations, industries and localities, and also 

between persons in the same employment or grade. Wage differentials and personal 

differentials has classified into five categories: 

1. OccupationalDifferentials: 

Different occupations require different qualifications; different wages of 

skill and carry different degrees of responsibility, wages are usually fixed on the 

basis of the differences in occupations and various degrees of skills. 

 
2. Inter-firmDifferentials: 

Inter-firm differentials reflect the relative wage levels of workers in 

different plants in the same area andoccupation. 

 
3. Inter-area or RegionalDifferentials: 

Such differentials arise when workers in the same industry and the same 

occupational group, but living in different geographical areas, are paid different 

wages. 

4. Inter-industryDifferentials: 

These differentials arise when workers in the same occupation and the 

same occupation and the same area but in different industries are paid different 

wages. Inter-industry differentials reflect skill differentials. 

5. Personal wageDifferentials: 
 

These arise because of differences in the personal characteristics of workers who 

Work in the same plant and the same occupation. 
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Wage and Salary Structure: 
 

Wage and Salary structure elements include payments made according to salary 

schedules or wage scales, increments to salaries or wages, payments for bonus piecework, 

awards, allowances, incentives, and fringe benefits. 

 
Wage scales are based on established wage rates and salary schedules. Remuneration 

made according to an established wage scale is a basic compulsory element of the wages of 

each industrial and nonindustrial worker and employee. The starting level of a wage scale is 

based on the established minimum wage. 

Increments and wage differentials are paid systematically to industrial and non 

industrial workers and employees for completing a continuous length of service, for working 

at jobs demanding a high level of physical exertion, for fulfilling a great amount of work with 

fewer number of workers (in the case of time-rate wages), for participating in professional 

diversification, for being skilled in a particular field, for working night hours, and for 

workingovertime. 

Bonus-piecework payments stimulate the growth of labour productivity. Piece wage 

rates are paid at those jobs where productive output can be exactly measured. 

Awards are added to wages and salaries when additional production problems have 

been solved. They are paid out of wage and material incentive funds. Regional wage 

coefficients have been instituted because of the great differences that exist between the 

natural, climatic, and other conditions in various parts of the country. 

 
Allowances are the amount paid to employees as part of their salary package, or to 

defray their out of pocket expenses incurred on behalf of the firm. It includes house rent , 

travelling , medical, education allowances etc. 

http://www.investorwords.com/205/amount.html
http://www.investorwords.com/205/amount.html
http://www.businessdictionary.com/definition/employee.html
http://www.businessdictionary.com/definition/salary.html
http://www.businessdictionary.com/definition/salary.html
http://www.investorwords.com/9421/defray.html
http://www.businessdictionary.com/definition/out-of-pocket-expense.html
http://www.businessdictionary.com/definition/on-behalf-of.html
http://www.investorwords.com/1967/firm.html
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INCENTIVES 
 

Incentives are monetary benefits paid to workmen in recognition of their outstanding 

performance. An incentive is something that influences people to act in certain ways. 

Organizations use incentive systems to motivate their employees. The incentive plan requires 

that it should be properly communicated to workers to encourage individual performance, 

provide feedback and encourage redirection. Unlike wages and salaries which are relatively 

fixed, incentives generally vary from individual to individual, and from period to period for 

the same individual. 

Types of incentive plans 

1. Individual Incentiveplan 

2. Group Incentiveplan 
 

 
1. Individual Incentiveplan 

 
Individual incentives are the extra compensation paid to an individual. While paying 

individual incentives certain standards are established that include past performance, time 

study, standard data, predetermined elemental times and work sampling. 

 
 

2. Group Incentiveplan 
 

These are the incentive wage plans which motivate the group to produce more 

under individual incentive plans. This insensitive plan is promised by the management in 

advance of the commencement of work for securing effective team work. 

 

FRINGE BENEFITS 
 

Fringe Benefits refer to various extra benefits provided to employees, in 

individuals, in addition to the compensation paid in the form of wages or salary. Those 

benefits are monitory and non- monitory benefits given to the employees during and post- 

employment period which are connected with employment but not the employees. Most 

of the benefits minimize economic problems of theemployees. 

Purpose of employee fringe benefits: 
 

 Competitiveconsideration 
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 Retain the bestpersonnel 

 To promote the welfare of theemployees 

 Aim at providing for economic & socialneeds 

 Improve employeemoral 

 Cordial relations 

 To meet legalrequirements 
 

 
Types of fringe benefits 

 
1. Payment for time notworked 

 
2. Employeesecurity 

 
3. Safety & healthprovisions 

 
4. Welfare & recreationalfacilities 

 
5. Old age &retirementbenefits 

 
 

COLLECTIVE BARGAINING: 
 

Collective bargaining is a process of discussion and negotiating between two 

parties. It is a continuous process and dynamic process. It is the resolution of industrial 

problems between the representatives of employers and the freely designated 

representatives of employees acting collectively with a minimum of government 

dictation. It enforces citizenship rights inindustry. 

It is collective in two ways. One is that all the workers collectively bargain for 

their common interests and benefits. The other is that workers and management jointly 

arrive at an amicable solution throughnegotiations. 

The unique feature of collective bargaining is that usually the parties concerned 

start negotiations with entirely divergent views but finally reach a middle point acceptable 

to both. It is, therefore, not a one way street but a give and take process. The 

implementation of the agreement reached is also a voluntary process. 
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In collective bargaining the employer does not deal directly with workers. He 

carries out negotiations with representatives of unions who are authorised to bargain with 

employer on work-related matters. 

 
The main objective of wage and salary administration Only a proper development 

compensation system enables an employee attract, retain, and motivate people of required 

calibre in organization. 

Organization objectives in wage and salary administration are: 
 

 Make the organisation costeffective 
 

 Motivate employees for good performance for further improvementsin 

performance. 

 Maintain equity fairness in the compensation for similarjobs. 
 

Individual objectives in wage and salary administration are: 
 

 Ensure a faircompensation 
 

 Provides compensation according to the employeesworth. 
 

 Enhances employee morale andmotivation. 
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CHAPTER 5 
 

DATA ANALYSIS AND INTERPRETATION 
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Data Analysis 
 

1. your age comes under whichcategory? 
 

S.No Options No. of respondents % of respondents 

1. 
 

Below 25 12 17% 

2. 
 

25-30 29 42% 

3. 31-40 13 19% 

4. Above 40 16 22% 

5. Total 70 100% 

 

 
Interpretation: 

 
The above chart reflects that age of the employees in the organization out of 70 respondents 

17% of employees are below 25 age group, 42% of employees are 25-30 age group, 19% of 

employees are 31-40 age group, 22% of employees are above 40 age group in Fortune Murali 

ParkVijayawada. 
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2. Salary: 
 

S.No. Options No. of respondents % of respondents 

1. Less than 10,000 29 42% 

2. 10,000-15,000 16 22% 

3. 15,000-20,000 13 19% 

4. More than 20,000 12 17% 

5. Total 70 100% 

 

Interpretation: 
 

From the above diagram it shows that out of70 respondents 42% of employees arecome under 

the category of less than 10,000,22% of employees are belongs to 10,000-15,000,19%of 

employees are belong to15,000-20,000and remaining17% of employees are belong to more 

than 20,000. 
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3. Are you happy with your job? 
 

S.No. Options No. of respondents % of respondents 

1. Yes 58 83% 

2. No 12 17% 

3. Total 70 100% 

 
 

 
 
 

Interpretation: 
 

From the above chart it shows that out of 70 respondents, 83% of employees are 

happy with their job because of the management and 17%of employees are unhappy 

with their job. 
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4. which factor is more important to have jobsatisfaction? 
 

S.No Options No. of respondents % of respondents 

1. Salary 22 31% 

2. Management 26 37% 

3. Welfare Benefits 12 18% 

4. Working conditions 10 14% 

5. Total 70 100% 

 
 

 
Interpretation: 

 
From the above diagram it shows that factor employees give job satisfaction out of 70 

respondents 31% of employees for salary,37%of employees for management,18% of 

employees for welfare benefits and remaining14%of employees for working conditions. 



61  

5.Are you satisfying with yoursalary? 
 

S.No Options No. of respondents % of respondents 

1. Highly Satisfied 09 13% 

2. Satisfied 21 30% 

3. Neutral 14 20% 

4. Dissatisfied 17 24% 

5. Highly Dissatisfied 09 13% 

6. Total 70 100% 

 
 

Interpretation: 
 

The table shows that out of 70 respondents 13% of employees are highly satisfied with their 

salary,30% of employees are satisfied,20% of employees are neutral,24%of employees are 

dissatisfied and remaining 13%of employees are highly dissatisfied. 

35% 
30% 

30% 

25% 
24% 

20% 
20% 

15% 13% 13% 

10% 

5% 

0% 

HighlySatisfied Satisfied Neutral Dissatisfied Highly 
Dissatisfied 

% of respondents 
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6. Is salary given on the basis of the performance of anemployee? 
 

S.No Options No. of respondents % of respondents 

1. Strongly Agree 21 31% 

2. Agree 17 24% 

3. Neither Agree nor 

Disagree 

09 13% 

4. Disagree 15 21% 

5. Strongly Disagree 08 11% 

6. Total 70 100% 

 
 

Interpretation: 
 

From the above chart it shows that is salary given on the basis of performance out of 70 

respondents 31% of employees are strongly agree,24%of employees are agree,13%of 

employees are neither agree nor disagree,21%of employees are disagree and remaining11%of 

employees are strongly disagree. 

35% 
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25% 
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21% 

20% 
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11% 

10% 

5% 

0% 

Strongly Agree Agree NeitherAgree Disagree 
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Strongly 
Disagree 

% of respondents 
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7. Are you getting the salaries on time everymonth? 
 

S.No Options No. of respondents % of respondents 

1. Yes 62 88% 

2. No 08 12% 

3. Total 70 100% 

 
 

 
Interpretation: 

 
From the above diagram it reflects that out of 70 respondents 88% of employees are 

responded for getting the salaries on time every month and 12%of employees are not 

accepted . 
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8. What is your workingpattern? 
 

S.No Options No. of respondents % of respondents 

1. Day shift 53 75% 

2. Night shift 17 25% 

3. Total 70 100% 

 
 

 
 
 

Interpretation: 
 

From the above chart it shows that working pattern of employees out of 70 respondents 

75%of employees for day shift and 25%of employees their working pattern is night shift. 
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9. Is this organisation frequently revises the wage and salary scale of its employeesto 

motivatethem? 

 

 
Interpretation: 
From the above chart it shows that out of 70 respondents 27% of employees are strongly agree 

that their organisation frequently revises the wage and salary scale of its employees to 

motivate them,33%of employees opted for agree,17%of employees are opted for neither agree 

nor disagree,15%of employees are opted for disagree and other 8% oe employees are opted 

for strongly disagree 

 

 

 

Options No.of 
respondents 

% of respondents 

Strongly 
agree 

19 27% 

Agree 23 33% 

Neither agree 
nor disagree 

12 17% 

Disagree 10 15% 

Strongly 
Disagree 

06 08% 

Total 70 100% 



66  

90% 

80% 

70% 

60% 

50% 

40% 

30% 

20% 

10% 

0% 

83% 

17% 

Yes No 

% of respondents 

 

10. Do you feel wage and salary which you receive as per agreement entered with you? 
 

S.No Options No. of respondents % of respondents 

1. Yes 58 83% 

2. No 12 17% 

3. Total 70 100% 

 
 

 
 

Interpretation: 
 

From the above chart it shows that out of 70 respondents are 83%of employees feel that wage 

and salary they receive as per their agreement and remaining 17%of employees are not opted 

for the option of yes. 
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11. Is this organisation payment policy motivates you to put your moreeffort? 

 
S.No Options No. of respondents % of respondents 

1. Yes 58 83% 

2. No 12 17% 

3. Total 70 100% 

 
 

 
Interpretation: 

 
From the above chart it shows that out of 70 respondents 83%ofemployees are motivate and 

put effort because of payment policyand17%of employees are not motivated for payment 

policy. 
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12. What is your opinion towards incentive scheme of yourorganisation? 
 

S.No Options No. of respondents % of respondents 

1. Excellent 30 43% 

2. Good 21 30% 

3. Average 14 20% 

4. Poor 5 7% 

5. Total 70 100% 

 
 

 
Interpretation: 

 
From the above chart it shows that employees opinion towards incentive scheme of their 

organisation out of 70 respondents 43% of employees are reacted for excellent, 30% of employees are 

responded for good, 20% of employees are responded for average and remaining 7% of employees are 

responded for poor. 
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13. What is your opinion on the following benefits on services provided in this organisation? 

a)Excellent b)Good c)Average d)Poor 

 

 
 
 

 

Interpretation: 
 

From the above chart it shows that employees opinion towards benefits and services are 

provided by the organization out of 70 respondents 43% of employees are choosen excellent, 

28% of employees are good, 16% of employees are average and 11% of employees are poor. 

Options No. of 

responden 

ts 

% of 

responden 

ts 

A 31 45% 

B 20 28% 

C 11 16% 

D 08 11% 

Total 70 100% 

 

 A B c d 

Leave factilities     

Medical facilities     

Drinking water     

Canteen     

Retirement benefits     
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14. What is your opinion on the following allowances provided in thisorganisation? 
 

a)Excellent b)Good c)Average d)Poor 
 

 A B c D 

Dearness 

allowance 

    

HRA     

Night shift 

allowance 

    

Special shift 

allowance 

    

 
 

S.No Options No. of respondent % of respondents 

1. Excellent 31 45% 

2. Good 08 11% 

3. Average 11 16% 

4. Poor 21 28% 

5. Total 70 100% 
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Interpretation: 
 

From the above chart it shows that employees opinion towards allowances provided by the 

organisation out of 70 respondents 45% of employees are choosen excellent, 11% of 

employees are good, 16% of employees are average and 28% of employees are poor. 
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15. Do you feel that your efforts are recognised by thisorganisation? 

 
S.No Options No. of respondents % of respondents 

1. Yes 58 83% 

2. No 12 17% 

3. Total 70 100% 

 
 

 

Interpretation: 
 

From the above chart it shows that out of70 respondents 83% of employees felt that their 

efforts are recognised by their organisation and remaining 17% of employees felt that their 

efforts are not recognised by their organisation. 
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16. Does this organisation takes your suggestion for the improvement of thecompany? 
 

S.No Options No. of respondents % of respondents 

1. Yes 48 68% 

2. No 22 32% 

3. Total 70 100% 

 

 

 
Interpretation: 

 
From the above chart it shows that out of 70 respondents 68% of employees are choosen yes 

and 32% of employees are choosen no for suggestions taken by the organisation for further 

improvement. 
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17. What us your opinion on the wage / salaryadministration? 
 

S.No Options No. of respondents % of respondents 

1. Excellent 28 41% 

2. Good 17 24% 

3. Average 15 21% 

4. Poor 10 14% 

5. Total 70 100% 

 
 

 
Interpretation: 

 
From the above chart it shows that employees opinion towards wage and salary 

administration out of 70 respondents 41% of employees are choosen excellent, 24% of 

employees are choosen good, 21% of employees are average and 14% of employees arepoor. 



75  

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

CHAPTER 6 
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Conclusion 
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FINDINGS 
 

‘Wage and salary Administration’ is the study where we could find the importance of 

employee and his service to the organization and organization providing all the facilities to 

the employee in order to retain them and to reach its goals through the employees in the 

organization. 

From the above study it is identified that management of Fortune Murali Park Pvt 

Ltd,Vijayawada allows employee participation in management to full extent with any 

discrimination. Organization thinks that employees are their asset and their services are their 

profits. 

 Employer - employee relationship is strong here where employers treat their 

subordinates as their colleagues and there is no discrimination in the organizational 

job environment in theorganization. 

 Employee involvement is high in decision making in theorganization. 
 

 There is more employee participation in the decision making of themanagement. 

 The organization provides more benefits to the employees like mediclime, insurance 

policies, allowances, yearly bonus, and educational scholarships for theirchildren. 

 The organization is paying full salary as a bonus foremployees. 

 The present minimum wage in the organization is8000. 

 Through collective bargaining the employees are solving theirproblems. 

 Most of the employees are satisfied for their wage and salary administration in their 

organisation. 



77  

SUGGESTIONS 
 
 
 Organization has to set a mutual goal system which satisfies both the individual and 

organizationalneeds. 

 Salary has to be increased according to their performance and the workingconditions. 

 Benefits have to be increased for the sake of employees and to motivate them. These 

benefits will give the peace of mind to the employees. It leading to better productivity and 

healthyenvironment. 

 The wage agreements have to be implementing according to standard of living. 

Management have to provide quality of worklife to theemployees. 
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CONCLUSION 
 

The study is done to know the satisfaction level of employee’s wage and salaries of their 

present job. Wage and salaries is the evolution of employee’s performance at his present 

job and also process by which the employee’s high level and low level are identified to 

improve the performance on the present jobs. 

In this organization the top management provides non-monitory benefits and bonus to the 

part of wage and salary administration system in wage and salary department. 

This wage and salary structure gives a clear idea about good relation between top 

management and employees.70% of the employees are satisfied with the present wage 

and salary structure. Finally I conclude that wage and salary administration play a crucial 

role in any industry to avoid dissatisfaction of employees towardswork. 

However the above study has been successfully understanding and highlighting wage and 

salary administration system in the organization. 
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QUESTIONNAIRE FOR EMPLOYEES: 

Name(optional) : 

Designation : 

Department : 

Age : 

a)Below25years  b)25-30 years 

c)30-40years d)above 40 years 

Gender : 

a)Male b)Female 

EducationalQualification: 

a)BelowSSC  b)SSC/ITI 

c)Inter/Polytechnic d)Degree/B.Tech 

YearofJoining   : 

Total Work Experience: 

Salary : 

a)Lessthan10,000 b)10,000-15,000 

c)15,000-20,000  d)Morethan20,000 

1. Are you happy with yourjob? 

a)Yes b)No 

2. Which factor is more important to have jobsatisfaction? 

a)Salary b)Management 

c)Welfarebenefits d)Workingconditions 

3.Are you satisfying with your salary? 

a)Highly satisfied 

b)Satisfied 

c)Neutrally 
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d)Dissatisfied 

e)Highly dissatisfied 

4. Is salary given on the basis of the performance of anemployee? 

a)Stronglyagree 

b) Agree 

c) Neither agree nordisagree 

d)Disagree 

e)Strongly disagree 

5. Are you getting the salaries ontime everymonth? 

a)Yes b)No 

6. What is your workingPattern? 

a)Dayshift b)Nightshift 

7. Isthisorganizationfrequentlyrevises the wageandsalaryscaleofits 

employees to motivatethem? 

a)Stronglyagree  b)Agree c)Neither agree nor Disagree 

d)Disagree e)Stronglydisagree 

8. Do you feel wage & salary which you receive as per agreement enteredwith 

you? 

a)Yes b)No 

9. Is this organization payment policy motivates you to put your moreeffort? 

a)Yes b)No 

10. What is your opinion towards incentive scheme of yourorganization? 

a)Excellent b)Goodc)Averaged)Poor 

11. Whatisyouropiniononthefollowingbenefitsandservicesprovidedinthis 

organization? 

a)Excellent b)Goodc)Averaged)Poor 
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 A B C D 

a)Leave Facilities     

b)Medical Facilities     

c)Drinking Water     

d)Canteen     

e)Retirement Benefits     

 
 

12. What is your opinion on the following allowances provided inthis 

organization? 

a)Excellent b)Goodc)Averaged)Poor 
 

 A B C d 

a)Dearness Allowance     

b)HRA     

c)Night shift Allowance     

d)Special shift 

Allowance 

    

 

13. Do you feel that your efforts are recognized by thisorganization? 

a)Yes b)No 

14. Does this organization takes your suggestion for the improvement ofthe 

company? 

a)Yes b)No 

15. What is your opinion on the wage/salaryadministration? 

a)Excellent b)Goodc)Averaged)Poor. 
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Introduction 

Definition.   

Financial management is concerned with raising financial resources and their effective utilization 

towards achieving the organization goals. 

Financial management is process of putting the available funds to the best advantage from the 
long- term point of view of business objectives.   

Meaning.   

Finance is nothing but an exchange of available resources finance is not restricted only to the 
exchange and management of money. A barter trading system is a type of finance thus. We can 
say. Finance is an art of managing various available resources like money, assets, investments, 
securities etc.   

 At present, we cannot imagine a world without finance in other words finance is the sole of our 

economic activities. To perform an economic activity, we need certain resources, which are to be 

pooled in terms of money (i.e. in the form of currency notes, other valuables, etc.).finance is a 

prerequisite for obtaining physical resources, which are needed to perform productive activities 

and carrying business operations such as sales, pay compensations, reserve for contingencies 

(unascertained liabilities) and so on.   

Hence, finance has now become an organic function and inseparable part of our day-to-day lives. 
Today, it has become a word which we often encounter on our daily basis.   

Working capital. 

Working capital means the funds (i.e.; capital) available and used for day to day operations (i.e.; 
working) of an enterprise. It consists broadly of that portion of assets of a business which are 
used in or related to its current operations. It refers to funds which are used during an accounting 
period to generate a current income of a type which is consistent with major purpose of a firm 
existence. 
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There is operative aspects of working capital i.e. current assets which is known as funds also 

employed to the business process from the gross working capital Current asset comprises cash 

receivables, inventories, marketable securities held as short term investment and other items nearer 

to cash or equivalent to cash.  Working capital comes into business operation when actual operation 

takes place generally the requirement of quantum of   working capital is determined by the level 

of production which depends upon the management attitude towards risk and the factors which 

influence the amount of cash, inventories, receivables and other current assets required to support 

given volume of production. 

 

Working capital management as usually concerned with administration of the current assets as 

well as current liabilities. The area includes the requirement of funds from various resources and 

to utilize them in all result oriented manner. It can be stated without exaggeration that effective 

working capital management is the short requirement of long term success. 

 

The importance of working capital management is indisputable; Business liability relies on its 

ability to effective management of receivables, inventory, and payables. By minimizing the 

amount of funds tied up in current assets. Firms are able to reduce financing costs or increase the 

funds available for expansion. Many managerial efforts are put into bringing non-optimal level of 

current assets and liabilities back towards their optimal levels. 

 

This capital is divided in to two types. 

 

They are.  

 

1. Fixed working capital   is used for purchase of fixed assets like buildings and 

machinery etc. 

2. Working capital  is required by a firm to finance day to day operations. Working 

Capital refers to short term funds that are needed to meet day-  day operating expenses. 
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Kinds  of working capital. 

 

On the basis of balance sheet working capital can be divided in to two types 

 

1. Gross working capital  means the sum of all current assets that appear in the balance 
sheet. 

2. Net working capital is the difference between current assets – current liabilities it can 
be positive or negative 

 

Working capital can be divided in to two types 

 

1. Permanent working capital means it is the minimum working capital is required 
for producing pre determined production. 
 

2. Temporary working  capital means it is the additional current assets required for 

temporary period and it is above permanent working capital. 

 

Working capital management  includes the following aspects. 

1. It refers to determination of relevant  levels of current assets and their efficient we as 

well as choice of finance 

2. It determines the total funds required for current operations of firm 

3. Deciding the structure of current assets 

4. Determining  various sources of working capital 

5. Working capital management is concerned with making decisions, planning and 

controlling various current assets and current liabilities. 
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➢ Need for the study 
The Need of the study of working capital management helps to operate the business smoothly 

with out any financial  problem for making this payment of short term liabilities. Payment of 

salaries and wages and overheads can be made with out any delay maintaining working capital 

firm or bank can arrange loans very easily. Day to financial requirements can be met with 

without any shortage of fund .All expenses and current liabilities are paid on time. 
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OBJECTIVES OF THE STUDY. 

 

➢ To study the sources and uses of the working capital. 

 

➢ To study the liquidity position through various working capital related ratios. 

 

➢ To study the working capital components such as receivables accounts, 

  Cash management, Inventory management. 

➢ To make suggestions based on the finding of the study. 
  



 

6  

➢ SCOPE OF THE STUDY 

   The scope of the study is identified after and during the study is conducted. The main scope of 

the study was to put into practical the theoretical aspect of the study into real life work experience. 

The study of working capital is based on tools like Ratio Analysis, Statement of changes in working 

capital. Further the study is based on last 5 years Annual Reports of KDCC bank Machilipatnam. 

. 
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Methodology 

The methods which are to use for collect the information to study and analyze that proced

ure of methods is called methodology. 

• Primary Data 

• Secondary Data 

Primary Data 

The data which is not already published &personally that data are collected through using 

of personal interviews. The data is called “Primary Data”. 

The data includes: 

➢ Conducting personal interview which the officers of the company. 

➢ Individually observation and inferences. 

Secondary Data 

The data which is already published that is called “Secondary Data”. It is mainly two kinds of 

data collected ways. They are as follows. 

➢ Web sites. 

➢ Annual reports of the company. 
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Limitations of the study  
➢ The reliability of the study depends on the information furnished by the officials. 

  
➢ Due to time constraints, it is difficult to go into details of the organizations. 

 
➢ The period of the study is only for five years (2015-2019). 

 
➢ The study is purely base in the form of bank report of KDCC bank Ltd Machilipatnam. 

 
➢ The  researcher mostly  upon the  data which was  available in the  company  and  its 

officials and  hence may be subjected  to  their  bias. 
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Chapter 2 
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INDUSTRY PROFILE 

                      Banking industry in India the modern sense originated in the last decades of the 

18th century. Among the first banks were the Bank of Hindustan, which was established in 1770 

and liquidated in 1829-32; and the General bank if India, established 1786 but failed in 1791. 

                  The largest bank and oldest still in existence, is the State Bank of India. It originated 

as the Bank of Calcutta in June 1806. In 1809, it was renamed as the Bank of Bengal. This was 

one of the three banks founded by a presidency government; the other two were the Bank of 

Bombay and Bank of Madras. The three banks were merged in 1921 to form the Imperial Bank 

of India, which upon India’s independence, became the State Bank of India in 1955. For many 

years the presidency banks had acted as quasi- central banks, as did their successors, until the 

Reserve Bank of India was established in 1935, under the Reserve Bank of India Act, 1934. 

                 In 1960, the state Bank of India was given control of eight state- associated banks 

under the State Bank of India Act, 1959. These are now called its associate banks in 1969 the 

Indian government nationalized 14 major private banks. In 1980, 6 more private banks were 

nationalized. These nationalized banks are the majority of lenders in the Indian economy. They 

dominate the banking sector because of their large scale and widespread networks. 

              The Indian banking sector is broadly classified into scheduled banks and non-scheduled 

banks. The scheduled banks are those which are included under the 2nd schedule of Reserve Bank 

of India, 1934. The scheduled banks are further classified in to: nationalized banks; State Bank of 

India and its associates; Regional Rural Banks (RRBs); foreign banks; and other Indian private 

sector banks. The term commercial banks refer to both scheduled and non-scheduled commercial 

banks which are regulated under the Banking Regulation Act, 1949. 

                       Generally banking in India was fairly mature in terms of supply, product range and 

reach-even though reach in rural India and to the poor still remains a challenge. The government 

has developed initiatives to address this through the State Bank of India expanding its branch 

network and through the National Bank for Agricultural and Rural Development with things like 

microfinance. 
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ANCIENT INDIA: 

               The Vedas (2000-1400 BCE) are earliest Indian texts to mention the concept of usury. 

The word kusidin is translated as usurer. The Sutras (700-100 BCE) and the Jatakas (600-400 

BCE) also mention usury. Also during this period texts began to condemn usury. 

                Vasistha forbade Brahmin and Kshatriya Varna’s from participating in usury. By 2nd 

the century CE usury seems to have become more acceptable. The Manuscript considers usury an 

acceptable means of acquiring wealth or leading a livelihood. It also considers money lending 

above a certain rate, different ceiling rates for different caste, a grave sin. The Dharma Shasta’s 

also supported the use of loan deeds. Kautilya has also mentioned the usage of loan deeds. Loans 

deeds were also called rnalekhaya. 

MEDIEVAL ERA: 

                 The use of loan deeds continued into the Mughal-era and was called dastawez. Two 

types of loans deeds have been recorded. The dastawez-e-indult lab was payable on demand and 

dastawez-e-miadi was payable after a stipulated time. The use of payment orders by royal 

treasuries, called berates, have been also recorded. There are also records of Indian banks using 

issuing bills of exchange on foreign countries. The evolution of hundis, a type of credit 

instrument, also occurred during this period and they continue to be in use today. 

  COLONIAL ERA: 

             During the period of British rule merchants established the Union Bank of Calcutta in 

1869, first as a private joint stock associations, then partnership. Its proprietors were the owners 

of the earlier Commercial Bank and the Calcutta Bank, who by mutual consent created Union 

Bank to replace these two banks. In 1840 it established an agency at Singapore, and closed the 

one at Mirzapore that it had opened in the previous year. Also in 1840 the Bank revealed that it 

had been the subject of a fraud by the banks accountants. Union Bank was incorporated in 1845 

but failed in 1848, having been insolvent for some time and having used new money from 

depositors to pay its dividends.
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                  The Allahabad Bank established in 1865 and still functioning today, is the oldest joint 

stock bank in India, it was not the first though. That honour belonging to the Bank of Upper 

India which was established in 1863, and which survived until 1913, when it failed, with some of 

its assets and liabilities being transferred to the Alliance Bank of Simla. 

                      Foreign banks too started to appear particularly in Calcutta, in the 1860’s. The 

comptoired Escompte de Paris opened a branch in Calcutta in 1860 and another in Bombay in 

1862, branches in Madras and Pondicherry, then a French possession. Followed HSBC 

established itself in Bengal in 1869; Calcutta was the most active trading port in India, mainly 

due to the trade of the British Empire, and so became a banking center.  The first entirely Indian 

joint stock bank was the Oudh Commercial Bank, established in 1881 in Faizadad. It failed in 

1958. The next was the Punjab National Bank, established in Lahore in 1894, which has survived 

to the present and is now one of the largest banks in India 

 

Year Number of banks that 

failed 

Authorized 

Capital (Rs. Lakhs) 

Paid-up Capital (Rs 

Lakhs) 

1913 12 274 35 

1914 42 710 109 

1915 11 56 5 

1916 13 231 4 

1917 9 76 25 

1918 7 209 1 

 

POST-INDEPENDENCE: 

                  The partition of India in 1947 adversely impacted the economies of Punjab and West 

Bengal, paralyzing banking activities for months. India’s independence marked the end of a 

regime of the laissez-faire for the Indian banking. The Government of India initiated measures to 

play an active role in the economic life of the nation, and 
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the Industrial Policy Resolution adopted by the government in 1948 envisaged a mixed economy. 

This resulted into greater involvement of the state I different segments of the economy including 

banking and finance. The major steps to regulate banking included: 

                  The Reserve Bank of India, India’s central banking authority, was established in April 

1935, but was nationalized on 1 January 1949 under the of the Reserve Bank of India Act, 1948 

(RBI,2005b). 

               In 1949, the Banking Regulation Act was enacted which empowered the Reserve Bank 

of India “to regulate, control, and inspect the banks in India”. 

              The Banking Regulation Act also provided that no new bank or branch of an existing 

bank could be opened without a license from the RBI, and no two banks could have common 

directors. 

NATIONALIZATION IN THE 1960S 

              Despite the provisions, control and regulations of the Reserve Bank of India, banks in 

India except the State Bank of India, continued to be owned and operated by private persons. By 

the 1960s the Indian banking industry had become an important tool to facilitate the development 

of the Indian economy. At the same time, it had emerged as a large employer, and a debate had 

ensued about the nationalization of the banking industry. Indira Gandhi, the then prime Minister 

of India, expressed the intention of the government of India in the annual conference of the All 

Indian Congress Meeting in a paper entitled “Stray thoughts on Bank Nationalization.” 

LIBERALIZATION IN THE 1990S 

                  In the early 1990s, then government embarked on a policy of liberalization, licensing 

a small number of private banks. These came to be known as New Generation tech-savvy banks, 

and included Global Trust Bank, which later amalgamated with Oriental Bank of Commerce, 

UTI Bank (since renamed Axis Bank), ICICI Bank and HDFC Bank. This move along with the 

rapid growth in the economy of India revitalized the banking sector in India.
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           CURRENTPERIOD 

                All banks which are included in the second schedule to the Reserve Bank of India Act, 

1934 are scheduled Banks. These banks comprise Scheduled Commercial Banks and Scheduled 

Co-operative Banks. Scheduled Commercial Banks in India are categorized into five different 

groups according to their ownership and nature of operation. These bank groups are: 

➢ State Bank of India and its Associates 

➢ Nationalized Banks 

➢ Private Sector Banks 

➢ Foreign banks 

➢ Regional Banks 

➢ Co-operative Banks 

➢ Scheduled banks 

                       In the bank group-wise classification, IDBI Bank Ltd, is included in Nationalized 

Banks Scheduled Co-operative Banks consist of Scheduled State, by 2010 banking in India was 

generally fairly mature in terms of supply, product range and reach even in rural India still 

remains a challenge for the private sector and foreign banks. In terms of quality of assets and 

capital adequacy, Indian banks are considered to have clean, strong and transparent balance sheet 

relative to other banks in comparable economies in its reason. 

BANKING CODE & STANDARDS: 

          India the banking codes and Standards Board of India is an independent and autonomous 

banking industry which monitor all available banks in India while delivering services to 

customers. 

                       The IT revolution has had a great impact on the Indian banking system. The use of 

computers has led to the introduction of online banking in India. The RBI set up a number of 

committees to define and co-ordinate banking technology. 

                      In 1984 was formed the Committee on Mechanization in the banking industry 1984 

whose chairman was Dr. C Rangarajan Governor, Reserve Bank of India. The major 

recommendations of this committee were introducing MICR technology in all the banks in the 

metropolises in India. 
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                  In 1994, the Committee on Technology Issues relating to payment systems, Cheque 

Clearing and Securities Settlement in the Banking Industry 1994 was set up under Chairman W S 

Saraf. It emphasized Electronic Funds Transfer (EFT) system, with the BANKNET 

communications network as its carrier. It also said that MICR cleaning should be set up in all 

branches of all those banks with more than 100 branches. 

AUTOMATED TELLER MACHINE GROWTH: 

                    The total number of automated teller machine (ATMs) installed in India by various 

banks as of end June 2012 was 99,218. The new private sector banks in India have the most 

ATMs, followed by off-site ATMs belonging to SBI and its subsidiaries and then by nationalized 

banks and foreign banks, while on-site is highest for the nationalized banks of India. Branches 

and ATMs of Scheduled Commercial Banks as end of December, 2014. 

Bank type Number of 

Branches 

On-site 

ATMs 

Off-site 

ATMs 

Total ATMs 

Nationalized 

Banks 

33,627 38,606 22,265 60,871 

State Bank of 

India 

13,661 28,926 22,827 51,753 

Old private 

sector banks 

4,511 4,761 4,624 9,385 

New private 

sector banks 

1,685 12,546 26,839 39,385 

Foreign banks 242 295 854 1,149 

TOTAL 53,726 85,134 77,409 1,62,543 
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CHEQUE TRUNCATION INITIATIVE: 

               In 2008 the Reserve Bank of India introduced a system to allow cheque truncation in 

India, the cheque truncation system as it was known was first rolled out in the National Capital 

Region and then rolled out nationally. 

            Expansion of banking infrastructure physical as well as virtual expansion of banking 

through mobile banking, internet banking, tele banking, bio- metric and mobile ATMs is taking 

place since last decade and has gained momentum in last few years. 

INDIAN BANKING INDUSTRY ANALYSIS: 

Indian Banking sector credit growth has grown at a healthy pace 

Credit off-take has been surging ahead over the past decade, aided by strong economic growth 

rising disposable incomes, increasing consumerism and easier access to credit. 

Total credit extended went up to US$ 1,089 billion by FY15 credit to non-food industries 

increased 9.75 per cent to US$ 1,073.4billion. 

Growth in deposits over past few years 
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DEMAND HAS GROWN FOR BOTH CORPORATE LOANS: 

            The Indian banking system consists of 26 public sector banks, 20 private sector banks, 43 

foreign banks, 56 regional rural banks, 1,589 urban co- operative banks and 93,550 rural co-

operative banks, in addition to co-operative credit institutions. The Indian banking sector’s assets 

reached US$ 1.8 trillion in FY14 from US$ 1.3 trillion in FY10, with 70 per cent of it being 

accounted by the public sector. 

             Total lending and deposits increased at a compound annual growth rate(CAGR) of 20.7 

per cent and 19.7 per cent, respectively. During FY07-14 and are future poised for growth, 

backed by demand for housing and personal finance. Total asset size of banking sector assets is 

expected to increase to US$ 28.5 trillion by FY25. Deposits have grown at a CAGR of 13.6 per 

cent during FY05-15 to an estimated US$ 1.48 trillion in FY15. Deposits growth has been 

mainly driven by strong growth in savings amid rising disposable income levels. 

RESERVE BANK OF INDIA: 

               As per the Reserve Bank of India (RBI), India’s banking sector is sufficiently 

capitalized and well-regulated. The financial and economic conditions in the country far superior 

to any other country in the world. Credit, market and liquidity risk studies suggest that Indian 

banks are generally resilient and have withstood the global downturn well. 

             Indian banking industry is expected to witness better growth prospects in 2015 as a sense 

of optimism stems from the government’s measures towards revitalization the industrial growth 

in the country. In addition, RBI’s new measures may go a long way in helping the restructuring 

of the domestic banking industry. 

MARKET SIZE: 

                                    The Indian banking system consists of 26 public sector banks, 20 private 

sector banks, 43 foreign banks, 56 regional rural banks, 1,589 urban co-operative banks and 

93,550 rural co-operative banks, in addition to co-operative credit institutions. Public sector 

banks control nearly 80 percent of the market, there by leaving comparatively much smaller 

shares for its private peers. As of August 5, 2015, 175 million accounts had been opened under 

pradanamantri Jan Dhan Yojan (PMJDY) and 154 million Rupay debit cards were issued. These 

new accounts have mustered deposits worth Rs 22,033 (US$ 3.31 billion). 
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ROAD AHEAD: 

          The Indian economy is on the brink of a major transformation, with several policy 

initiatives set to be implemented shortly. Positive business sentiments, improved consumer 

confidence and more controlled inflation are likely to prop-up the country’s economic growth. 

          Many banks, including HDFC, ICICI and AXIS are exploring the option to launch contact-

less credit and debit cards in the market shortly. The cards which use near field communication 

(NFC) mechanism, will allow customers to transact without having to insert or swipe. 

Exchange Rate Used: INR 1 = US$ 0.0150 as on September 8, 2015 

STATE BANK OF INDIA: 

             Is an Indian multinational public sector banking and financial services company. It is a 

government-owned corporation with its headquarters in Mumbai, Maharashtra and also its 

corporate office in Mumbai, Maharashtra. As of December 2013, it had assets of US$ 388 billion 

and 17,000 branches, including 190 foreign officers, making it the largest banking and financial 

services company in India by assets. 

            State Bank of India is one of the big four banks of India, along with Bank of Baroda, 

Punjab National Bank and ICICI Bank. 

BANK OF INDIA: 

                  Is commercial bank with headquarters in Mumbai, Maharashtra, India. Founded in 

1906, it has been government – owned since nationalization in 1969. Bank of India has 4828 

branches as on 31 December 2013, including 56 offices outside India, including five subsidiaries, 

five representative offices, and one joint venture. 

                     BOI is a founder member of SWIFT (society for worldwide interbank financial 

telecommunications), which facilitates provision of cost-effective financial processing and 

communication services 
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CANARA BANK: 

              Is an Indian state-owned bank headquartered in Bangalore, in Karnataka. It was 

established at Mangalore in 1906, making it one of the oldest banks in the country. The 

government nationalized the bank in 1969. As of March 2015, the bank had a network of 

5705 branches and more than 9039 ATMs spread across India. The bank has offices abroad in 

London, Hong Kong, Moscow, Shanghai, Doha, Dubai and New York. 

IDBI Bank: 

                Is an Indian government owned financial service company formerly known as 

Industrial Development Bank of India, headquartered in Mumbai, India. It was established in 

1964 by an Act of parliament to provide credit and other financial facilities for the 

development of the fledgling Indian industry. 

          It is currently 10th largest development bank in the world in terms of reach, with S 3000 

ATMs, 1746 branches, including one overseas branch at Dubai, and 1285 centers, including 

two overseas centers at Singapore & Beijing it is one of 27 commercial banks owned by the 

government of India. 

ANDHRA BANK: 

              Is a medium sized public sector bank (PSB), with a network of 2507 branches, 15 

extension counters, 38 satellite offices and 2232 automated teller machines (ATMs) as on 31st 

March 2015 and planning to open 300+ branches by 31st March 2016. During 2011-2012 the 

bank entered the states of Tripura and Himachal Pradesh. The bank now operates in 25 states 

and three union Territories. Andhra Bank has its Headquarters in Hyderabad, India. 

              The government of India owns 58% of its share capital and is going to increase it to 

62.14% by infusing 2 billion in capital. The state owned Life Insurance Corporation of India 

holds 10% of the shares. The bank has bone a total business of 2230 billon for the fiscal year 

ended 31st March 2013. 

STATE BANK OF HYDERABAD: 

                   Is the nationalised bank in India, with headquarters at Hyderabad, Telangana. It is 

one of the five associate banks of State Bank of India and is one of the scheduled banks in 

India.  It was founded in 1941 as Hyderabad state Bank. Since 1956 it has been a subsidiary 

of State Bank of India and is State Bank’s largest associate banks. 
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             The Bank’s head office is situated at Gun foundry Area, in Hyderabad, India. The 

SBH has over 1,800 branches and about 17,000 employees. The Bank’s business has crossed 

Rs 2400 billion as on 31st March 2015. 

ICICI BANK: 

                  Is an Indian multinational banking and financial services company headquartered 

in Vadodara, Gujarat, India. As of 2014, it is the second largest bank in India in terms of 

assets and market capitalisation. It offers a wide range of banking products and financial 

services for corporate and retail customers through a variety of delivery channels and 

specialised subsidiaries in the areas of investment banking, life, non-life insurance, venture 

capital and asset management. The Bank has a network of 4,050 branches and 12,919 ATMs 

in India, and has a presence in 17 countries including India. 

                   ICICI Bank is one of the big four banks of India, along with State Bank of India, 

Punjab National Bank and Bank of Baroda. The bank has subsidiaries in the United Kingdom 

and Canada; branches in United States, Singapore, Bahrain, Hong Kong, Sri Lanka, Qatar, 

Oman, Dubai International Finance center and China; and representative offices in United 

Arab Emirates, South Africa, Bangladesh, Malaysia and Indonesia. The company’s UK 

subsidiary has also established branches in Belgium and Germany. 

KRISHNA CO-OPERATIVE CENTRAL BANK: 

                   Krishna Co-operative Central (KCC) bank was formed in the year 1915 by Sri 

Dr. BhogarajuPattabhiSeetharamayya at Machilipatnam and Vijayawada co-operative 

central(VCC) bank was formed by Sri AyyadevaraKaleswara Rao in the year 1918 at 

Vijayawada. Consequent to introduction single window credit system by the government of 

A.P in the year of 1987, while KCC Bank and VCC Bank and 14 erstwhile PADBs bank is be 

were merged and on the principle of one bank for revenue district, the Krishna District Co-

operative Central Bank Ltd., (KDCCB) started function with Machilipatnam as Head 

Quarters. 

The bank is having 50 Branches, 425 PACs and 541 other societies. 

The Bank is sanctioning the loans directly through PACS and other societies. 
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RBI’S FINANCIAL STABILITY REPORT: 

MACRO-FINANCIAL RISKS: 

                      The current weak global growth outlook may prolong easy monetary policy 

stance in most advanced economies (AEs). Consequently, low risk premia may lead to 

accumulation of vulnerabilities, and sudden and sharp overshooting in markets cannot be 

ruled out. As of now, financial risk taking has not translated into commensurate economic 

risk taking. Against the backdrop of low interest rates in AEs, portfolio flows to emerging 

market and developing economies have been robust, increasing the risk of reversals on 

possible adverse growth financial market shocks, thus necessitating greater alertness. On the 

domestic front, macroeconomic vulnerabilities have abated significantly in recent months on 

the back of improvement in growth outlook, fall in inflation, recovery in the external sector 

and political stability. However, growth in the banking business and activity in primary 

capital markets remain subdued due to moderate investment intentions. Sustaining the 

turnaround in business sentiment remains contingent on outcomes on theground. 

FINANCIAL INSTITUTIONS: 

DEVELOPMENTS AND STABILITY: 

                       The growth of the Indian banking sector moderated future during 2013- 2014. 

Profitability declined on account of higher provisioning on banks delinquent loans and lack 

lustre credit growth. The financial health of urban and rural co- operatives indicated divergent 

trends in terms of key indicators. While urban co- operative banks exhibited improved 

performance, the performance of primary agriculture credit societies and long term rural 

credit co-operatives remained a matter of concern with a further increase in their losses 

coupled with a deterioration in asset quality. While the assets size of the non-banking 

financial companies showed an expansion, asset quality deteriorated further during the period 

of review. The banking stability indicator suggests that overall the risks to the banking sector 

remained unchanged during the first half of 2014-2015. 
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FINANCIAL SECTOR REGULATION AND INFRASTRUCTURE: 

                    While the capital to risk weighted assets ratio (CRAR)of the scheduled 

commercials banks at 12.8 percent as of sep2014 is satisfactory, going forward the banking 

sector particularly the public sector banks would require substantial capital to meet regulatory 

requirements with respect to additional capital buffers. With the increased regulatory focused 

on segregating the cases of willful defaults and ensuring the equity participation of promoter 

in the losses leading to defaults, there is a need for greater transparency in the process of 

carrying out a net economic value impact assessment of large corporate debt restructuring 

(CDR)cases. 

GLOBAL ENVIRONMENT: 

               Global economic recovery still seems to be far from being self-sustaining even as 

spill-over’s from the monitory policy stance in advanced economies (AEs) are increasing 

challenges for emerging market and development economies(EMDEs). Developments on the 

Greek debt crisis front and uncertainty over the timing of rate increases by the US Federal 

Reserved remain immediate possible triggers for global financial market volatility. 

BANKING SECTOR: 

                   While risks to the banking sector, as reflected by the banking stability indicator 

and Map, have moderated marginally since sep 2014, concerns remain over the continued 

weakness in asset quality indicated by the raising trend in stressed advances ratio of 

scheduled commercial bank (SCBs), especially of public sector banks (PSBs). Macro stress 

tests suggest the current deterioration in the asset quality of SCBs may continue for few more 

quarters, and PSBs may have to bolster there provisions for credit risk from present levels, to 

meet the ‘expected losses’ if macroeconomic environment were the deteriorate under 

assumed stress scenarios. However, capital to risk weighted assets ratio (CRAR) of SCBs, at 

system level was observed to remain above the regulatory minimum even under adverse 

macro- economic conditions assumed in these tests. 

 

 

SECURITIES AND COMMODITIES MARKETS:  
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           The concerns emanating from repaid rise in algorithm trading in resent year’s high 

light the need for caution for India’s securities markets, while measures have been taken to 

address the same. Significant steps have been taken to tighten the regulations dealing with 

illegal money-raising activities and insider trading, and also to strengthen the risk 

management systems at depositories. 

Given below: 

 

Currency Date 

 September 28,2015 September 29,2015 

1 EUR 73.8119 74.6096 

1 GBP 100.3168 100.4611 

100 YEN 54.92 55.42 

Note: The SDR-Rupee rate will be based on the reference rate. 

 

THE TRANSFORMATION OF THE INDIAN BANKING SECTOR: 

                  As you are aware, the financial sector reforms in the country were initiated in the 

beginning of the 1990s. the reform have brought about a sea change in the profile of the 

banking sector our implementation of the reforms process has several unique features. Our 

financial sector reforms were undertaken early in the reform cycle. Notably, the reforms 

process was not driven by any banking crisis, nor was it the outcome of any external support 

package. Besides, the design of the reforms was crafted through domestic expertise, taking on 

board the international experiences in this respect the reform were carefully sequenced with 

respect to the instruments to be used and the objectives to be achieved. Thus, prudential 

norms and supervisory strengthening were introduced early in the reform cycle, followed by 

interest-rate deregulation and a gradual lowering of statutory pre-emotions. The more 

complex aspects of legal and accounting measures were ushered in subsequently when the 

basic tenets of the reform were already in place. 

                    The public sector banks continue to be a dominant part of the banking system. 

As on march 31, 2008 the PSBs accounted for 6909 percent of the aggregate asset and 72.7 
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percent the aggregate advances of the scheduled commercial banking system. A unique 

feature of the reform of the public sector banks was the process of their financial 

restructuring. The banks were recapitalized by the government to meet prudential norms 

through recapitalization bonds. 

                   The mechanism of having off bad loans to a separate government aspect 

management company was not considered appropriate in view of the moral hazard. The 

subsequent divestment of equity and offer to private shareholders was undertake through a 

public offer and not by sale to strategic investors. Consequently, all the public sector bank 

which issued shares to private shareholders, have been listed on the exchange and are subject 

to the same disclosure and market discipline standards as other Listed entities. To address the 

problem of distressed assets, a mechanism has been developed to allow sale of these assets to 

assets reconstruction companies which operate as independent commercial entities. 

                               As regard the prudential regulatory framework for the banking system, we 

a have come a long way from administered interest rate regime to deregulated interest rates, 

from the system of health codes for an eight-fold, judgmental loan classification to the 

prudential asset classification based on objective criteria, from the concept of simple statutory 

minimum capital and capital-deposit ration to the risk-sensitive capital adequacy norm – 

initially ;under Basel I framework and now under the Basel ii regime. There is much greater  

the current of focus now  on improving the corporative government set up through fit and 

proper criteria on promoting marked discipline through more standards. The policy endeavor 

has all long been to bench mark our regulatory country context. The consultative approach of 

the RBI in formulating the regulation has been the hallmark of the current regulatory regime 

which in formulating the prudential has been the current regime which taking account of a 

wide diversity of views on the issues at hand. 

                   The implementation of reforms has had an all round salutary impact on the 

financial health the banking system significant a number of prudential parameters. let me 

improvements in a few salient financial indicators of the banking system. 

                 The average capital adequacy ratio for the scheduled, which was around two 

percent in 1997.had increased to 13.08 percent as on march 31,2008. The improvement in the 

capital banking system. This level of capital ration in the Indian banking system compare the 

banking system in many other countries though the capital adequacy of some of the banks in 
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the developed countries has remained under considerable strain in the recent past in to the he 

aftermath of the sub prime crisis. 

                   In regard to the asset quality the gross NPAS of the scheduled commercial banks 

which were as high as 15.7 percent at eng-march 1997, declined significantly to 2.4 percent 

as qt end march 2008.the net NPAS of these banks during the same period declined from 8.1 

percent to 1.08 percent. These figure to compare international trends and have been driven by 

the improvement in loan loss provisioning the banks as also by the improved recovery limit 

enabled by the legislative environment of the despite progressive tightening of the asset 

classification norms by the RBI over the years. 

                   The reforms measures have also resulted also resulted in an improvement in the 

of increased from 0.4 percent in the year 1991-92 to 0.99 percent in 2007-08. The Indian 

banks would appear well placed in this regard too vis-à-vis the broad range ROA of the 

international banks. The banking sector reforms also emphasized the need to improve 

productivity of the banks through appropriate rationalization measures so as to reduce the 

operating cost and improve the profitability. A variety of initiatives were taken by the banks, 

including adoption of modern technology, which has resulted in improved productivity. The 

business per employee (BPE), as a measured of productivity, reforms, the public sector 

banks, which was Rs.496 lakh in 2007. 

                       It needs to be noted that the turnaround in the financial performance of the 

public sector banks, pursuant to the banking sector has resulted in the marked valuation of 

government holding in these banks for exceeding the initial recapitalization cost – which is 

something unique to the Indian banking system. Thus, the recapitalization of banks by the 

banks. The Indian experience has shown that a strong, pragmatic and non-discriminatory 

regulatory framework coupled with the market discipline effected through the listing of the 

equity shares and operational autonomy provided to the banks, can have a significant positive 

impact on the functioning of the public sector banks. 

THE TASK AHEAD: 

                   Let me now turn to some of the areas where the public sector banks face certain 

challenges and hence, need to work further to achieve the desired results, particularly services 

to the public at large. 

AWARENESS OF ELECTRONIC PAYMENT PRODUCT: 
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              As is well known, the financial sector has witnessed a quantum jumpy in the 

availability of technological solution for delivery of financial services, and the RBI too has 

launched several payment system products for improving the efficiency of the payment 

system. It is, however, the general perception that the awareness of these products in the 

system has remained rather limited. This lack of awareness is not confined to only to the 

members of public at large. It is an the not uncommon to find that even bench staff, having 

direct interface with the banking customers, is not aware of these products and services 

offered by the bank. This has, therefore, resulted in the continued reliance of the members of 

public on the traditional methods for availing of various banking services and the benefits of 

technology have not fully percolated to the level of the customer. I would, therefore, like to 

urge upon you to take appropriate measures to increase the awareness of the electronic 

payment product – not only among the clientele of the banks but also among the banks own 

staff so that the members of public can be properly guided and efficient and hassle-free 

customer service is rendered to them. 

NATIONAL ELECTRONICTRANSFER: 

                      As you are aware, the NEFT was launched by the RBI in November 2005 as a 

more secure, nationwide retail electronic payment system to facilitate funds transfer by the 

bank customers, between the networked bank branches in the country. It has, however, been 

observed that the public sector banks are not the most active users of this product and the 

majority of NEFT outward transaction are originated by a few new-generation private sector 

banks and foreign banks. For instance, in June 2008, while these banks, as a segment, 

accounted for a little over 43 percent each of the aggregate volume of outward and inward 

NEFT transaction, the share of public sector banks in total outward NEFT transaction was 

rather low at a little over 12 percent, of which half the volume was the contribution of the 

state bank of India. 

                The RBI has been pursuing the matter with the psbs for increasing their 

participation in the NEFT system in terms of the number of NEFT enabled branches and the 

number of NEFT transactions originated by them. I would like to urge upon the bankers 

present here to initiate appropriate measures to stimulate greater usage of this payment 

medium and thereby, improving their share in this regard. 

               In order to popularize the e-payments in the country, the RBI, on its part has waived 

the same charges to be lived on the member banks, till March 31, 2009, in respect of the 
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RTGS and transaction. The RBI also provides, free of charge, intra-day liquidity to these 

banks for the transactions. The service charges to be levied by banks from their customers for 

RTGs & NEFT hover, been deregulated and left to  

 

                  Discretion of the individual bank. It has been our experience while some of the 

banks have rationalized their service charges and a few have made it even cost from the 

customers, there are also certain banks that have fixed multiples slabs or unreasonably high 

speed charges, at time linked to the amount of the transaction, for providing these services of 

their customer even though the RBI in waiving the charges for these services, and to adopt a 

pragmatic approach determining their own service charges for providing these electronic 

payment product to their custom. 

ATM NETWORK: 

                As many of you might know, the national financial switch (NFS) network started 

its operations august, 27 2004 and is owned and operated by institute for development and 

research in bank technology (IDRBT), Hyderabad. NFS is one of the several shared ATM 

networks which interconnection the bank’s ATM switches together and thus, enable Inter-

operability of the ATM cards issued by any bank across the entire network. While there are a 

few other ATM network also functioning in the country, the NFS has emerged to be the 

largest one, with a network of 28,773 ATMs of 31 banks, including 16 public sector banks. 

The primary objective of any ATM network, like the NFS, is to make the ATM deployment 

more economical and viable for banks by pooling their respective ATM resources. 

                       The main advantage an ATM network is that it obviates the needs for having 

bank-specific multiple ATM installation in the same geographical area, thereby reducing the 

entitled cost for the banks but without compromising of the As regards the charges for use of 

the ATMs connected through any of the ATM networks in the country, while the balance 

enquiry by the customer is free of any charges, the cash withdrawal from such ATMs, which 

currently attracts a nominal charge, would also of become cost free for the customer from 

April 1,2009. Thus, the networking of the ATMs across the country, by leveraging the 

technology, is indeed a very customer-friendly development. 

                 May I also mentioned for record that as at end-June 2008, the number of ATMs in 

the country stood at 36,314 of which the number of ATMs deployed by the PSBs, new-
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private-sector, old-private-sector and foreign banks was 22,525, 10,552, 2,189 and 1048 

ATMs, respectively. At the system level, the banks had planned the installation of another 

10,560ATMs during 2008-09. 

                      During the quarter ended June 2008, the daily average number of hits on the 

ATMs of the PSBs aggregated 31,31,431, with the dial average amount of transactions at 

Rs.759.81 crore as against eh corresponding figure pf 14,91,399 and over Rs.385 crore for 

the (old and new) private sector banks, of which the new private sector banks accounted for a 

lion’s share at 12,84,071 hits and around Rs.329 crore in the value of daily transactions. 

CREDIT CARDS: 

                      As you are aware, there has been phenomenal increase in the number of credit 

cards issued by the banks in India during the last few years and a majority of the PSBs has 

been in the credit card business since long. The number of credit cards outstanding at the end 

of June 2008 was 27.02 million as against 24.39 million in June 2007. Of these, the number 

of credit cards issued by public sector banks was 3.8 million, of which 3.09 million cards 

were issued by the SBI cards – a joint venture of GE Money and SBI. The usage of credit 

cards has also recorded an increase of 10.73 percent during the year this period, which is 

mainly at the point of sale (POS) terminals. 

              In June 2008, the number of transaction by credit cards at POS terminals was 20.6 

million as against 17.2 million transactions in June 2007, reflecting an increase of almost 20 

percent during the year. The amount involved in these transactions recorded a growth of 25.6 

percent during the year ended June 2008 with the aggregate value of such transactions 

atRs.5261.63cros. 

                 While the increasing usage of the credit cards is a welcome development in as 

much as it reduces reliance on currency for settlement of transaction, it also entails certain 

additional development of operational risk and can be a potencies source of customer 

complaint. The RBI based on the complaints received from the credit card operation of the 

bank. The RBI has since advised the banks in July 2008 the emerging from the stud for 

implementation. 

             These recommendations are wide ranging and several issues in the areas of card 

direct sellingmarketingagentsredressofcustomersreportingofdefaultinformation of the card 

holder to the CIBIL etc I would urge the banks to put in place mechanism with these 
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instruction of the RBI so as to minimize if not eliminate the risk and customer complaints in 

the area of credit card operations. 

SATELLITE BANKING: 

                   As you might be aware r greater to much satellite based communication link for 

interconnecting the branches of the bank particularly in the hilly areas and difficult terrain 

communication link is difficult to provide the RBI has technical group to examine the 

proposal for providing satellite of the electronic payment product in the banking solution 

platform of the banks and help them providing efficient banking services to their customers. 

under the proposal RBI would be bearing a part of the rental for the satellite branches in the 

north eastern states and in the under taking bank districts in the rest of the country thus the 

RBI would be providing an to the banks. For adopting the satellite communication 

technology for networking their branches in the remote area the comment received were 

examined of implementing the association I would latest technology for further improving the 

delivery of banking services in the remote parts of the country with a view to enhancing 

financial inclusion. 

FINANCIAL IN CLUSION: 

                 Last but not the least me now dwell briefly on the issue of financial inclusion in 

with the banks have a major role to play given the socio- demographic in India the policy of 

the RBI has been to adopt a multi institutions mere availability of credit to the term financial 

inclusion needs to e understood in a broader mean financial services he provision of the full 

range of services the RBI while thieving grater financial savings loans and insurance services. 

                     The RBI while recognizing the concerns the banking practice that tend to 

exclude rather than attract vast sections of population has been to review their practice to the 

object of attracting the financial excluded population into the formalized financial system.  let 

me briefly recount some of the measures taken in this direction. 

                 With a view to achieving greater financial inclusion banks were advised in 

November 2005, to make available a basic banking. No frills account either with nil or very 

low minimum balances as well as charges that would public and the private sector banks as 

well as the foreign banks except those not having significant retail presence are reported to 

have the basic banking no frills account. 
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                        With the object of providing hassle free credit banks constituents in rural and 

semi u areas the banks were advised in December 2005, consider introduction of a general 

credit bank. In January 2006, banks was permitted to utilize to services of non -government 

as financial and banking services through the use of business and business correspondent 

models. the matte of issuing passbooks provide the small depositors has been issue for 

sometimes past. I do hope that banks particularly those with greater reliance on technology 

have necessary to ensure that non-provision of pass books does not become yet another 

source of financial exclusion. 

CONCLUSION: 

                  Sector in the post-reform over past two decades or so. While we have no doubt 

made significant progress on several fronts in the banking area, the enduring challenge of 

ensuring much greater finance banking industry inclusion. To my mind, is the mightiest one 

facing the banking industry and also RBI as the regulator innovations holds the promise of 

providing a cost effective solution to the challenge I am sure the Indian banking industry 

would make concerted efforts at evolving and embracing appropriate technology to secure 

fullest financial inclusion of the Indian populace in the days to come. 
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COMPANY INTRODUCTION: 

                        Krishna co-operative central (KDCC) bank was formed n the year 1915 by Sri 

Dr.Bhogaraju pattabhiseetharamaiah at machilipatnam and Vijayawada co-operative central 

(VCC) bank was formed by Sri AyyadevarakaleswaraRao in the year 1918 at Vijayawada. 

Consequent to introduction of single window credit delivery system by the government of 

A.P in the year 1978,erstwhile KDCC bank, VCC bank and 14 erstwhile PADBS were 

merged and on the principle of one bank for one revenue district, the Krishna district co-

operative central bank ltd., (KDCCB) started functioning with machilipatnam as head 

quarters and regional office at Vijayawada. The bank is having 50 branches, 425 PACS and 

541 other societies. The bank is sanctioning the loans directly and also indirectly through 

PACS and other societies. 

               The KDCC bank ltd with its head office at machilipatanam an affiliated district co-

operative central bank of the Andhra Pradesh state co-operative bank ltd Hyderabad in the 

state of Andhra Pradesh, is one of the pioneering institutions in the state, catering to the 

agricultural credit in Krishna district, which is considered to rice bowl in the state of Andhra 

Pradesh. 

 SOME BRANCHES OF KDCC BANK: 

The branches are at:- 

Vijayawada. 

Jaggaiahpet. 

Nuziveedu 

Gudivada. 

Vuyuru 

Tiruvuru. 

Avanigadda. 

Nandigama 
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ADMINISTRATIVE FLOW: 

                                                             Board of management 

                                                              Chief executive officer 

                                                                General Manager 

                                                      Assistant general manager  

                                                                      Managers 

                                                                Assistant manager 

                                                         Staff assistant 

                                                                Office attendants’ 

OBJECTIVES:- 

Its objective shall be:- 

To finance agriculture credit ( a short term, medium term, long term) and other types of loans 

to the members and members societies. 

To raise funds by way of donations, grants, deposits, loans, cash credits, over drafts and 

advances from individual or any financing agency regulated by RBI or government/central 

government. 

To receive any grants, deposits, neither loans nor any other financial support from the state 

government /government of India. 

To open branches as per the guidelines of the NABARD/RBI and also regional offices, 

extension counters and ATMs whenever necessary. 

BUSINESS: 

SAVING BANKS:- 

             This facility is available to customers to deposit and withdraws money as per their 

convenience the facility s extended or without cheque book as per the needs of the customers. 

Prompt and courteous service awaits customers at branches. 
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CURRENT ACCOUNT:- 

                  Current account with cheque book facility is offered by the bank to its corporate 

and business clients. Clean and secured overdraft facility is also provided on the current 

account. 

FIXED DEPOSITS: 

              The bank offers attractive interest rates on fixed deposits for various maturity 

periods. Facility for drawing interest on monthly or quarterly basis is provided. 

SPECIAL DEPOSITS:- 

               These facility is available to customers to deposit and withdraw money as per their 

convinces. The facility is extended with or without cheque book as per needs of customer. A 

prompt & courteous service awaits customers at branches. 

MEMBERSHIP ELIGIBILITY:- 

All the PACs and other co-operative societies within the area of operation of the bank shall 

be eligible for membership of the bank. 

It shall also be open to the state government to take shares in the bank directly. Provide that 

the share capital so received from the government shall not at any time be more than 25% of 

total paid up share capital of the bank. 

Individuals, informal groups such as self-help groups, rythumitra groups, and joint liability 

groups, non-governmental organization working for the welfare of framers and the registers 

societies can also become the associate members of the bank without voting rights. 

ADMISSION OF MEMBERS:- 

Every application as admission as member to the bank shall be made in the prescribed form 

along with such information as prescribed by the bank and shall be addressed to the CEO. 

The CEO shall cause to maintain separate registers for members and associate members. 

Admission of members and allotment of shares be done by the board. The member will be 

entitled for the services from the bank, subject to availability. 
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The bank shall, while admitting the members follow the ‘know your customer’ norms 

stipulated by RBI from time to time. 

SHARE CAPITAL:- 

         The authorized share capital of the bank shall be Rs.100 corers made up of 20 lakh ‘A’ 

class shares of Rs.500/- each. 

              The values of ‘B’ class shares shall be Rs.100/- each. Each depositor holding a 

savings or fixed term deposits shall have a minimum of one ‘B’ class share be given a status 

of associate member. 

SHARE CERTIFICATE:- 

             The share certificate bearing distinct serial numbers duly signed by the CEO 

subscribed of the bank along with one director of the bank and with the seal of the bank shall 

be issued to every member for the share taken after the full value of such have been. 

           If a share certificate is either lost or destroyed a duplicate certificate may be issued 

after obtaining an indemnity bond, in this behalf. If any certificates is worn out or damaged, 

the CEO may cancel it and issue a duplicate certificate in lieu thereof on surrendering the 

certificates so worn out or damage. For every duplicate certificate so bye-law, a fee of Rs.50/- 

shall be collected after recording such issuance in the share register.  

 TRANSFER AND WITHDRAWAL OF SHARE: 

                   A member has held such share for not less than one complete financial year and 

the transfer is made only to a member of the bank. 

                The withdrawal of share held by the state government shall, however, be on such 

terms and conditions as may be laid down by the RBI/NABARD from the time to time which 

shall be binding on the bank. 

          The bank reserves the right to set-off the values of shares towards any undercharged 

obligation or payment due against the bank. 
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FUNDS:- 

Share capital. 

Deposits from individuals, institutions, associations, bodies, members and associate members 

and others as per RBI regulations. 

Borrowings. 

Income from banking and allied activities and miscellaneous receipts. 

Reserves and reserve funds. 

BORROWINGS:- 

                The bank may, from time to time borrow money for the use of the bank from the 

Apex banks or any other commercial band/financial institutions regulated by the RBI and 

avail refinance from NABARD or any other refinancing agency directly or through any RBI 

regulated financial institutions of its choice with the approval of the board on such terms and 

conditions as mutually agreed to between the bank and the lender, the documents agreement, 

instruments etc., in this behalf shall be signed by the CEO and other officers as authorized by 

the board of the bank. 

INVESTMENTS:- 

               The bank may invest or deposit its funds in any financial institutions regulated by 

RBI of its choice with minimum net worth and other criteria prescribed by NABARD from 

time to time and not necessarily with federal society to which it is affiliated. For this purpose, 

the bank shall formulate and periodically update an investment policy in accordance with 

instructions prescribed by RBI. It shall not invest in any institution or in any instrument that 

are not regulated by RBI. 
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MAXIMUM BORROWING LIMIT:- 

                The maximum borrowing limit of the bank shall be 25 times of the aggregate paid-

up capital and reserve Fund. However, the bank shall adhere to the capital adequacy norm 

prescribed by RBI from time to time. 

 

CODE OF GOVERNANCE:- 

                    The ultimate authority in all matters relating to the administration of the ban 

vests in the general body. It shall not, however, interfere with the powers of the board, the 

president and the CEO in respect of matters delegated to them through the Act, Rules, bye-

laws or matters falling under the purview of RBI/NABARD government. 

               The general body members elect the directors and the board of directors elects the 

president. Therefore, the president in responsible to the board to the general body of the 

DCCB. The board in the turn appoints the CEO in accordance with the fit and proper criteria 

fixed by the RBI. The CEO is therefore responsible to the board. The board should define the 

role and responsibilities of the CEO and should also draw boundaries under the CEO should 

exercise his fiduciary and other powers so that the objectives and goals of the organization 

are achieved. 

GENERAL BODY:- 

Subject to the other provisions of the Act, the general body, in the manner prescribed, shall 

deal with the following matters. 

Election of the member of the board. 

Explain of the member. 

Consideration of audit report, other statutory reports and the annual report. 

Disposal of net profits to funds required for improving the net worth/owned funds. 

Amendments to bye-laws. 

Affiliate or disaffiliate with a federal society of the choice. 

Election of delegates to the federal society or others societies. 
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Decision on bad debts considered irrecoverable. 

Review of attendance of committee members. 

Review of all overdue and defaulters. 

                The general body of the society shall not only deal with the specified matters said 

above but the following matters shall also be in the agenda compulsorily. 

               Report on the disqualification of the members, managing committee member and 

the entire managing committees the case may be. 

        Consideration of defaulters and measures to be carried out in the matters. 

POWER TO AMEND BY LAWS:- 

                An amendment to by-law of the bank, for which prior notice has been given to the 

members indicating a reasonable idea of the nature of the amendment proposed shall be 

considered by its general body at its meeting and carried by 2/3rd of the members present and 

voting, such amendment shall be sent to the register within 30days from the date of meeting 

and it shall come into force on the day on which it is registered. 

COMPOSITION: 

              The general body shall consist of all members and associate members having voting 

rights in accordance with the provisions of the Act. However, the government nominees on 

the board shall form part of general body but will not have voting rights. 

MEETING AND QUORUM:- 

The frequency of meetings and quorum there of shall be as per the provisions of the Act and 

the rule-s. 

CONDUCT OF MEETINGS:- 

                A general meeting any is called at any time by the board with a notice of 15 clear 

working days specifying the date, time and place of the meeting and also agenda and notes. 

All the notices for general meetings shall be sent to all the members under certificate of 

posting and/ or by publishing into two daily news papers. The notice of meetings shall be 

deemed sufficient proper if sent to the address given by the members, it being their duty to 

keep the bank informed of any change in their addresses 
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            In case of amendments to by-laws the notice shall give the members a reasonable idea 

of the nature of the amendments proposed. 

         A general meeting called on receipt of requisitions in writing shall be as per the 

provisions of the act and the rules. 

RECORD OF PROCEEDINGS:- 

           The proceedings of the general meeting shall be recorded in the minute book 

maintained with the CEO and signed by the president of the meeting concerned at the close of 

the proceedings. The resolutions so passed by the general body shall be displayed on the 

notice board of the head office and shall be available for inspection/ verification by the 

members. 

BOARD OF DIRECTORS: 

MANAGEMENT:- 

                  The management of the bank shall vest in the board of such number of members 

and with such composition of members as prescribed in the act and rules. 

                  There shall be only one government nominee on the managing committee of the 

bank as long as the equity of government continues, provided that the existing nominees as 

on the date of amendment to the act [act no 16 of 2007] on the managing committee shall 

continue till the expiry of their current term however they shall not have an voting right in 

any election or in the motion of no confidence. 

TERM OF BOARD:- 

               The term of the office of the committee shall be 5years from the date of election of 

the members of the committee. All the members of the board and president other than those 

nominated by the govt. shall be elected at one and the same time, as provided in the act and 

rules for the specific period of 5 years. Any interim vacancy on the board shall be filled up by 

the co-option from the delegates of the respective groups for the unexpired portion of the 

original period the proceedings of the board shall not be invalidated on account of any 

vacancy or vacancies on the board which remain unfilled. 

           The resignation letter submitted by the president/any member or members of the board 

shall be processed and decided as per the provision of rule 23-AAA of APCS rules. Any 
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nominated member of the board may, at any time, resign from his office by sending a letter of 

resignation to the register under copy to the CEO of the bank, but such resignation shall take 

effect from the date it is accepted by the register. 

The register shall ensure that the regulatory prescription of the RBI including. Their winding 

up or suspension of their managing committee are implemented and the liquidator/special 

officer, as in the case may be, is appointed within one month of being so advised by RBI. 

Suspension of the board of the bank by RCS under any other provision of the  

The register shall conduct election to the bank before the expiry of the term of the existing 

managing committee and in case of suppression of managing committee; the register shall 

conduct election invariably within six months from the date of suppression. 

III MEETING AND QUORUM:- 

                It shall be the duty of the president of the bank to call the meetings of the board so 

that at least one meeting is held in every three months of the board with business of the bank. 

However, extraordinary/emergency meetings may be convened by the president giving such 

notice as is convenient. The president shall call for a meeting of the board within fifteen days 

offer receipt of requisition in writing signed by at least 12. (Twelve) members of the board or 

by register or by Apex bank (financing bank) for such a meeting. 

                     The president or in his absence vice-president shall preside over all meetings of 

the board and in the absence of the president and the vice-president, a chairman shall be 

elected from among those president. 

IV.DISQUALIFICATIONS:- 

          The disqualification for membership of the board shall be as prescribed in the act/by-; 

laws as amended from time to time. 

V.REMOVAL:- 

i. A director or directors who do not fulfill the fit and proper criteria stipulated by 

RBI/NABARD shall be removed by the board on its own or at the request of the 

RBI/NABARD the bank shall remove such director. 
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ii. A member of the board representing a cooperative credit society on the managing 

committee of the bank shall be disqualified by the register in the vent of such society 

committing a default for a period exceeding one year. 

Iii. A member of the board representing a society other than PACS on the managing 

committee of bank shall be disqualified by the register in the event off such society 

committing a default for a period exceeding 90 (ninety) days on intimation of such default by 

the CEO of the bank. 

 

VI.CESSATION OF THE MEMBERSHIP OF THE COMMITTEEAND 

REINSTATEMENT:- 

              Where a member of the committee absents himself from three consecutive meetings 

of the committee, he shall cease to be a member of the committee. He may, however, be 

reinstated by the committee in the manner prescribed i.e. the fact shall be intimated to the 

member concerned and it shall be reported by the CEO at the next meeting of the board, with 

the reply received from the member. 

VII. POWER AND FUNCTIONS: 

The board is expected to concentrate on broader issues of policy direction, laying down plans, 

major strategic and business decisions. The board shall, subject to the provisions of the act, 

rules, by-laws, and resolutions of the general body, exercise the following powers and 

functions and members of the board shall be collectively accountable for their decision. 

Admission of members. 

Allotment of shares to members and transfer of shares. 

Recommend to the general body for removal of the members disqualified under section 21 of 

the act. 

Raise funds, advance and make investments as prescribed in by law no’s 10,11&12. 

Conduct general meetings as prescribed in the act. 
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Cause the audit of the accounts of the bank by the chartered accountant selected from the 

panel approved by the RBI/NABARD within the time prescribed and place the audit report 

before the general body. 

Fix staffing pattern, qualifications, pay scales and other allowances to the employees of the 

bank, subject to the norms laid down by NABARD and with the approval of the general. 

Suspension of any officer or servant of the bank under section 59 as per the service 

regulations approved. 

Prepare the list of defaulters and publish the same as prescribed and place before the general 

body. 

Prepare the place before the general body, information or reports or statements or proposals 

relating to: 

Disposal of properties. 

Deficits in cash and stocks. 

Write off bad debts. 

Removal of membership. 

Expulsion of member who has acted adversely to the interest of the bank and etc. 

The board shall have autonomy in all financial and internal administrative matters subject to 

the guidance of RBI/NABARD in the following cases. 

Interest rates on deposits and loans 

Borrowings and investments 

Loan policies and individuals loan decisions 

Personnel policy staffing, recruitment, posting and compensation to staff with the approval of 

the general body and etc. 

NOTICE OF MEETINGS:- 

The notice should be sent to the members at least 15 clear days before the meeting in the case 

of general meetings, 7 days in case of meeting of the board. All the notice for meetings shall 

be sent by one of the following modes namely: 
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For board meeting. 

By local delivery. 

By registered post with acknowledgement due. 

By courier. 

For general meeting. 

Under certificate of posting. 

By publication in two daily news papers. 

              The notice of meetings shall be deemed sufficient and proper if sent to the address 

given by the members, it being their duty to keep the bank informed of any change in their 

addresses. Any subject of urgent and important nature, not included in the agenda, expect the 

amendments to the by-laws, service matters and write off of assets, may with the permission 

of the chairman of the meeting, be taken up for discussion if the permission is refused, the 

subject so brought up shall be deemed to be a subject for discussion at the meeting. 

VIII. COMMITTEES:- 

           The compositions of the committees will be as per the guidelines of RBI/NABARD 

and it may consist of director or bank officials or both. These committees may meet as 

frequently as required and as per the guidelines of NABARD/RBI. These committees will 

examine the issues in detail and make specific recommendations to the board for 

consideration of the issues. 

LOAN POLICY COMMITTEE:- 

 It lays down the norms and guidelines for issue of loans and advance within the directives of 

RBI/NABARD and also by-laws & act and rules specifically mentioning the following: 

Norms for eligibility of the members to avail of various loans and advances, including terms 

& conditions, as per the terms prescribed by NABARD and/ or higher financing agency. 

The rates of interested on various loans and advances. 

The period of repayment of loans and advances to members subject to such guidelines issued 

by the NABARD/higher financing agency from time to time. 
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Any extension of term of repayment of crop loans or in the event of occurrence of natural 

calamity and shall be made according to the procedure prescribed by NABARD/ higher 

financing agency. 

Issue of bank guarantees to members as per the terms prescribed by NABARD and / or higher 

financing agency. 

HUMAN RESOURCES DEVELOPMENT COMMITTEE: 

           It lays down the norms and guidelines for recruitment, promotion, placement and 

transfer of person working in the bank within the directives of the RBI/NABARD. It will also 

hear disciplinary appeals made to the board and take such decisions as per appropriate for 

endorsement and communication through the board. 

 

 

AUDIT COMMITTEE:- 

              The audit committee shall review and ensure compliance of the parts and 

observations in internal audit report, statutory audit report, inspection reports of financing 

bank and NABARD and such other issues which are required to be placed before this 

committee as per the instructions of NABARD or by the resolution of the board. 

RISK MANAGEMENT COMMITTEE:- 

              The committee shall examine the credit risk, market risk and operational risk as per 

the derivative of the RBI from time to time and should review the risks attendant on any new 

products released by the bank. 

ASSET LIABILITY MANAGEMENT COMMITTEE:- 

                Asset liability mismatches should be reviewed on an on-going basis and the 

mismatches should be rectified and the board is informed periodically. 

TECHNOLOGY MANAGEMENT COMMITTEE:- 

           This committee is responsible for overseeing the computerization of PACS and 

DCCBS; selection of hardware and software; tendering processes; seamless integration of 

manual accounting practices with the computerized systems and MIS. 
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INVESTMENT COMMITTEE:- 

             The investment committee shall lay down the norms and guidelines of investment 

policy for the bank within the directives of RBI/NABARD and board shall review and ensure 

compliance of the same. 

IX. RESPONSIBILITIES OF THE DIRECTORS:- 

The directors should attend the board meetings regularly and effectively perform their 

functions with a spirit of cooperation. 

Approve the business development plan of the bank annually. 

Monitor the performance of the bank a quarterly intervals or such regularly as warranted. 

Analyze the economic trends, annual budgets of both the state and central government in 

order to guide the business development of the bank. 

Observance of cash reserve and statutory and liquidity ratio. 

Efficient management of funds and improving profitability. 

The board should frame of investment policies and credit policies and ensures their 

compliances. 

OTHER RESPONSIBILITY OF THE DIRECTORS:- 

                   Disclosure of the interest by director, every director of a co-operative who is 

anyway, whether directly or indirectly, concerned or interested in a construct or arrangement, 

or proposed contract or arrangement, entered into, by or on behalf of the co-operative, shall 

disclose the nature of his concern or interest at a meeting of the board of directors. 

                Interested director not to be present in boards proceedings; no director of a co-

operative shall, as a director, be present in the discussions of , or vote on, any contract or 

arrangement entered into, or to be entered into, by or on behalf of the co-operative, if she/he 

is in anyway, whether directly or indirectly, concerned or interested in the contract or 

arrangement. 
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ROLE AND RESPONSIBILITIES OF PRESIDENT:- 

The president shall preside over the board and general body meetings. 

The president shall exercise the powers to him by the board and report to the board in the 

prescribed format at such intervals as stipulated a summary of exercise of powers. 

The president shall sign any report which relates to the functioning or performance 

assessment of the CEO. 

In cases of emergency the president at the recommendation of the CEO may obtain 

resolutions by circulation. 

ROLE AND RESPONSIBILITIES OF CEO:- 

The chief executive officer (CEO) is responsible for the day to day management of the bank. 

He should keep the board informed fully about the critical areas of business development and 

risk management issues. 

He is responsible for proper and timely execution of the policies formulated and resolutions. 

He shall be responsible for implementing the instructions received from the regulators and 

supervisions-via, state and central government, reserve bank of India and NABARD, Apex 

bank and financing agency, where applicable. 

He shall be responsible for the preparation of a staff manual where all the duties and 

responsibilities of all employees and officials should be spell out keeping in view the 

guidelines by the board or its constituent committee. 

The CEO should work in close liaison with the various committees setup by the board and 

keep the committees fully informed of the relevant aspects. 

He shall have power to: 

Issue appointment orders as per the recruitment made by the recruitment committee of the 

board subject to the approved staffing pattern. 

Initiate /take disciplinary action as per the service regulations. 

    Viii.  He shall be cause proper functioning of all the branches of bank. ix. he shall be 

responsible for periodically balancing of all accounts and closing of banks books of accounts 

as required under the BR act and etc. 
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INTRODUCTION  

 

         Working capital means the funds (i.e.; capital) available and used for day to day 

operations (i.e.; working) of an enterprise. It consists broadly of that portion of assets of a 

business which are used in or related to its current operations. It refers to funds which are 

used during an accounting period to generate a current income of a type which is consistent 

with major purpose of a firm existence. 

 

There is operative aspects of working capital i.e. current assets which is known as funds also 

employed to the business process from the gross working capital  Current asset comprises cash 

receivables, inventories, marketable securities held as short term investment and other items 

nearer to cash or equivalent to cash.  Working capital comes into business operation when 

actual operation takes place generally the requirement of quantum of   working capital is 

determined by the level of production which depends upon the management attitude towards 

risk and the factors which influence the amount of cash, inventories, receivables and other 

current assets required to support given volume of production. 

 

Working capital management as usually concerned with administration of the current assets as 

well as current liabilities. The area includes the requirement of funds from various resources 

and to utilize them in all result oriented manner. It can be stated without exaggeration that 

effective working capital management is the short requirement of long term success. 

 

The importance of working capital management is indisputable; Business liability relies on its 

ability to effective management of receivables, inventory, and payables. By minimizing the 

amount of funds tied up in current assets. Firms are able to reduce financing costs or increase 

the funds available for expansion. Many managerial efforts are put into bringing non-optimal 

level of current assets and liabilities back towards their optimal levels. 
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DEFINITION: 

According to Weston Brigham : 

         “Working capital refers to a firm’s investment in short-term assets cash, short term 

securities, accounts receivables and inventories.  

Bonneville:  

        “Any acquisition of funds which increases the current assets increases working 

capital for they are one and the same”. 

Positive working capital means that the company is able to pay off its short-term liabilities 

companies that have a lot of working capital will be more successful since they can expand and 

improve their operations. 

 

OBJECTIVES OF WORKING CAPITAL MANAGEMENT 

Effective management of working capital is means of accomplishing the firm’s goal 

of adequate liquidity. It is concerned with the administration of current assets and 

current liabilities. It has the main following objectives- 

1. To maximize profit of the firm. 

2. To help in timely payment of bills. 

3. To maintain sufficient current assets. 

4. To ensure adequate liquidity of the firms. 

5. It protects the solvency of the firm. 

6. To discharge current liabilities. 

7. To increase the value of the firm. 

 

http://www.investorwords.com/2899/lot.html
http://www.investorwords.com/3467/operation.html
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THE NEED FOR THE WORKING CAPITAL 

The Need for working capital arises due to the time gap between production and realization of 

cash from sales. Working capital is must for every business for purchasing raw-materials, semi 

finished goods, stores & spares etc and the following purposes. 

 

1. To purchase raw materials, spare parts and other component. 

      A manufacturing firm needs raw-materials and other components parts for the 

purpose of converting them in to final products, for this purpose it requires working 

capital. Trading concern requires less working capital. 

 

2. To meet over head expenses. 

        Working capital is required to meet recurring over head expenses such as cost                                                

of fuel, power, office expenses and other manufacturing expenses.        

 

3. To hold finished and spare parts etc. 

         Stock represents current asset. A firm that can afford to maintain stock of required 

finished goods, work in progress & spares in required quantities can operate successfully. 

So for that adequate quantity of working capital is required. 

 

4. To pay selling & distribution expenses. 

       Working capital is required to pay selling & distribution expenses. It includes cost 

of packing, commission etc. 

 

5. Working capital is required for repairs & maintenance  both machinery as well as 

factory buildings. 

Working capital is required to pay wages, salaries and other charges. 
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CLASSIFICATION OF WORKING CAPITAL 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

I.On The Basis of Concepts   

1) Gross Working Capital 

         Gross working capital is the amount of funds invested in various components of current 

assets. Current assets are those assets which are easily / immediately converted into cash within 

a short period of time say, an accounting year. Current assets includes Cash in hand and cash 

at bank, Inventories, Bills receivables, Sundry debtors, short term loans and advances. 

This concept has the following advantages:-  

  
  WORKING CAPITAL 

 

On The Basis of 
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On The Basis of Time 
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Net Working 
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52  

i. Financial managers are profoundly concerned with the current assets. 

ii. Gross working capital provides the correct amount of working capital at the right time. 

iii. It enables a firm to realize the greatest return on its investment. 

iv. It helps in the fixation of various areas of financial responsibility.  

v. It enables a firm to plan and control funds and to maximize the return on investment. 

For these advantages, gross working capital has become a more acceptable concept in financial 

management. 

2) Net Working Capital  

  This is the difference between current assets and current liabilities. Current liabilities 

are those that are expected to mature within an accounting year and include creditors, bills 

payable and outstanding expenses. 

 

 Working Capital Management is no doubt significant for all firms, but its significance is 

enhanced in cases of small firms. A small firm has more investment in current assets than fixed 

assets and therefore current assets should be efficiently managed. 

 

  The working capital needs increase as the firm grows. As sales grow, the firm needs to invest 

more in debtors and inventories. The finance manager should be aware of such needs and 

finance them quickly. 

 

II.On The Basis of Concepts   

 

1) Permanent / Fixed Working Capital       

          Permanent or fixed working capital is minimum amount which is required to ensure 

effective utilization of fixed facilities and for maintaining the circulation of current assets. 

Every firm has to maintain a minimum level of raw material, work- in-process, finished goods 

and cash balance. This minimum level of current assts is called permanent or fixed working 

capital as this part of working is permanently blocked in current assets. As the business grow 

the requirements of working capital also increases due to increase in current assets. 
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a) Initial working capital    

  At its inception and during the formative period of its operations a company must have 

enough cash fund to meet its obligations. The need for initial working capital is for every 

company to consolidate its position. 

b) Regular working capital 

 Regular working capital refers to the minimum amount of liquid capital required to keep 

up the circulation of the capital from the cash inventories to accounts receivable and from 

account receivables to back again cash. It consists of adequate cash balance on hand and 

at bank, adequate stock of raw materials and finished goods and amount of receivables. 

 

2) Temporary / Fluctuating Working Capital    

         Temporary / Fluctuating working capital is the working capital needed to meet seasonal 

as well as unforeseen requirements. It may be divided into two types.  

a) Seasonal Working Capital 

             There are many lines of business where the volume of operations are different   and 

hence the amount of working capital vary with the seasons. The capital required to meet the 

seasonal needs of the enterprise is known as seasonal Working capital. 

b) Special  Working Capital  

             The Capital required to meet any special operations such as experiments with new 

products or new techniques of production and making interior advertising campaign etc, are 

also known as special Working Capital. 

IMPORTANCE OF WORKING CAPITAL  

1. Solvency of the business: Adequate working capital helps in maintaining the solvency 

of the business by providing uninterrupted of production. 

2. Goodwill :  Sufficient amount of working capital enables a firm to make prompt 

payments and makes and maintain the goodwill. 

3. Easy loans:  Adequate working capital leads to high solvency and credit standing can 

arrange loans from banks and other on easy and favorable terms. 
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4. Cash discounts:  Adequate working capital also enables a concern to avail cash 

discounts on the purchases and hence reduces cost. 

5. Regular Supply of Raw Material: Sufficient working capital ensures regular supply 

of raw material and continuous production. 

6. Regular payment of salaries, wages and other day to day commitments: It leads to 

the satisfaction of the employees and raises the morale of its employees, increases their 

efficiency, reduces wastage and costs and enhances production and profits. 

7. Exploitation of favorable market  conditions: If a firm is having adequate working 

capital then it can exploit the favorable market conditions such as purchasing its 

requirements in bulk when the prices are lower and holdings its inventories for higher 

prices. 

8. Ability to Face Crises:  A concern can face the situation during the depression Quick 

and regular return on investments:  Sufficient working capital enables a concern to 

pay quick and regular of dividends to its investors and gains confidence of the investors 

and can raise more funds in future. 

9. High morale: Adequate working capital brings an environment of securities, 

confidence, high morale which results in overall efficiency in a business. 

ADEQUACY OF WORKING CAPITAL: 

               Working capital should be adequate so as to protect a business from the adverse 

effects of shrinkage in the values of current assets. It ensures to a greater extent the 

maintenance of a company’s credit standing and provides for such emergencies as strikes, 

floods, fire etc. It permits the carrying of inventories at a level that would enable a business to 

serve satisfactorily the needs of its customers. It enables a company to operate its business 

more efficiently because there is no delay in obtaining materials etc; because of credit 

difficulties. 
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DANGERS OF EXCESSIVE WORKING CAPITAL:  
 
  Too much working capital is as dangerous as too little of it. Excessive working capital raises 

problems.  

1. It results in unnecessary accumulation of inventories. Thus chances of inventory 

mishandling, waste, theft and losses increase.  

2. Indication of defective credit policy and slack collection period. Consequently, it results in 

higher incidence of bad debts, adversely affecting profits,  

3. Makes the management complacent which degenerates in to managerial inefficiency.  

4. The tendencies of accumulating inventories to make a speculative profit, which tends to 

liberalize the dividend policy, make it difficult for the concern to cope in the future when 

it is not able to make speculative profits.  

 

ESTIMATION OF WORKING CAPITAL REQIUREMENTS. 

              Managing the working capital is a matter of balance. The firms must have sufficient 

funds on hand to meet its immediate needs. The Bahety chemicals & minerals (pvt) Limited is 

manufacturing oriented organization. 

 

The following aspects have to be taken into consideration while estimating the working capital 

requirements.  

They are: 

 

1.  Total costs incurred on material, wages and overheads. 

2.  The length of time for which raw material are to remain in stores before they                    

are issued for production. 

3. The length of the production cycle or work-in-process, i.e., the time taken for 

conversion of raw material into finished goods. 

4. The length of sales cycle during which finished goods to be kept waiting for sales. 
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5. The average period of credit allowed to customers. 

6. The amount of cash required paying day-today expenses of the business. 

7. The average amount of cash required to make advance payments. 

8. The average credit period expected to be allowed by suppliers. 

9. Time lag in the payment of wages and other expenses. 

 

OPERATING CYCLE OF WORKING CAPITAL: 

The working capital cycle reserves to the length of time between the firm paying cash for 

materials etc., this working capital also known as operating cycle. Working capital cycle or 

operating cycle indicates the length or time between companies paying for materials entering 

into stock and receiving the cash from sales of finished goods. The operating cycle (Working 

Capital) consists of the following events.  Which continues throughout the life of business? 
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Conversion of cash into raw materials. 

➢ Conversion of raw materials into work in progress. 

➢ Conversion of work in progress into finished stock. 

➢ Conversion of finished stock into accounts receivables (Debtors)through sale and 

➢ Conversion of account receivables into cash. 

FINANCING OF WORKING CAPITAL 

 

Introduction 

 After determining the level of working capital, a firm has to decide how it is to be 

financed.  

In that BCM, it was financing the working capital from the following four common sources.  

They are, 

 

1. SHARES: 

    The BCM has issued the equity shares for raising the funds. The Equity shares do not have 

any fixed commitment charges and the dividend on these shares is to be paid subject to the 

availability of sufficient funds. These funds have been injected from the company’s own 

personal resources and from the members. 

 

2. TRADE CREDIT:   

         The trade credit refer to the credit extended by the suppliers of goods in the normal course 

of business. The firm has a good relationship with the trade creditors. So that suppliers send 

the goods to the firm for the payment to be received in future as per the agreement or sales 

invoice.  In this way, the firm generates the short-term finances from the trade creditors.  It is 

an easy and convenient method to finance and it is informal and spontaneous source of finance 

for the firm. 
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3. BANK CREDIT:  

           Commercial banks play an important role in financing the trade & industry Bank 

provides short-term, medium term & long term finance to an industrialist or a business man. 

1. Loans: The BCM (PVT) LTD., has taken loan from the commercial bank for working 

capital requirement for a certain period at certain interest rate. 

 

2. Cash Credit / Overdrafts: Under cash credit/overdraft from/arrangement of bank 

finance, the bank specifies a determined borrowings/credit limit. The borrower can 

draw/borrow up to the stipulated credit/overdraft limit. Within the specified limit/ line of 

credit, any number of drawals/drawings are possible to the extent of his requirement 

periodically. This form of financing of working capital is highly attractive to the borrowers 

because, firstly, it is flexible in that although borrowed funds are repayable on demand, 

banks usually do not recall cash advances/roll them over and, secondly, the borrower has 

the freedom to draw the amount actually outstanding. However, cash credit/overdraft is 

inconvenient to the banks and  hampers credit planning. 

4. CUSTOMER ADVANCES: 

          The BCM (pvt) Limited follow the practice of collecting advance money from the 

customers as soon as orders are placed and before the actual delivery of the goods. Such an 

advance received from the customers constitutes one of the short-term sources of finance.  

 

Certain % of the price of the goods to be sold to the customers is collected in the of an advance. 

Seller can utilize the advance money so collected for meeting these urgent financial obligations. 
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DETERMINANTS OF WORKING CAPITAL REQUIREMENTS 

In order to determine the amount of working capital needed by the firm a number of factors 

have to be considered by finance manager. These factors are explained below. 

 

1. Nature of Business: 

            The Nature of the business effects the working capital   requirements   
to a great extent.  For instance public utilities like railways, electric   companies, etc.  need   
very   little   working  capital   because  they  need   not  hold  large  inventories  and  their  
operations  are  mostly  on  cash  basis,   but   in  case  of  manufacturing  firms  and  
trading  firms,  the  requirement   of   working  capital  is  sufficiently  large  as  they  have  
to  invest substantially   in   inventories   and  accounts receivables . 

BCM is a production firm, there for working capital required is more in period of 
production as compared to other period. 

2. Production Policies: 

               The production policies also determine the Working capital requirement.  Through 

the production schedule i.e. the plan for production, production process etc. 

The BCM has small production process. 

3. Credit Policy: 

  The credit policy relating to sales and affects the working capital. 

 The credit policy influence the requirement of working capital in two ways: 

1. Through credit terms granted by the firm to its customers/buyers. 

2. Credit terms available to the firm from its creditors. 

The credit terms granted to customers have a bearing on the Magnitude of Working capital  

by determining the level of book debts.  The credit sales results is higher book debts (re 

available) higher book debt means more Working capital. 

On the other hand, if liberal credit terms are available from the suppliers of goods [Trade 

creditors], the need for working capital is less.  The working capital requirements of business 

are, thus, affected by the terms of purchase and sale, and the role  given to credit by a company 

in its dealings with Creditors and Debtors. 
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In BCM company raw materials are purchased with a credit or cash and finished goods are sold 

on cash basis and also credit basis. 

4.   Changes in Technology: 

 Technology used in manufacturing process is mainly determined need of working 

capital. Modernize technology needs low working capital, where as old and traditional 

technology needs greater working capital. 

5.    Size of the Business Unit: 

 The size of the business unit is also important factor in influencing the working capital 

needs of a firm. Large Scale Industries requires huge amount of working capital compared to 

Small scale Industries. 

6.  Growth and Expansion: 

 The growth in volume and growth in working capital go hand in  hand, however, the 

change may not be proportionate and the increased need for working capital is felt right from 

the initial stages of growth. 

 

7. Dividend Policy: 

 Another appropriation of profits which has a bearing on working capital is dividend 

payment. Payment of dividend utilizes cash while retaining profits acts as a source as working 

capital Thus working capital gets affected by dividend policies.  

The BCM follows liberal dividend policy will require more working capital than company that 

follows a strict dividend policy. 

8. Supply Conditions: 

If supply of raw material and spares is timely and adequate, the firm can get by with a 

comparatively low inventory level. If supply is scarce and unpredictable or available during  
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particular seasons, the firm will have to obtain raw material when it is available. It is 

essential to keep larger stocks increasing working capital requirements. 

9. Market Conditions: 

 The level of competition existing in the market also influences working capital 

requirement. When competition is high, the company should have enough inventories of 

finished goods to meet a certain level of demand. Otherwise, customers are highly likely to 

switch over to competitor’s products. It thus has greater working capital needs. When 

competition is low, but demand for the product is high, the firm can afford to have a smaller 

inventory and would consequently require lesser working capital. But this factor has not 

applied in these technological and competitive days. 

 

10.  Business Cycle: 

 The working capital requirements are also determined by the nature of the business 

cycle. Business fluctuations lead to cyclical and seasonal changes which, in turn, cause a shift 

in the working capital position, particularly for temporary working capital the variations in the 

business conditions may be in two directions: 

1. Upward phase when boom condition prevail, 

2. Downswing phase when economic activity is marked by a decline. 

 

 

 11.  Profit Level: 

 Profit level also affects the working capital requirements as a concern higher profit 

margin results in higher generation of internal funds and more contributing to working capital. 
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ESTIMATION OF CURRENT ASSETS 
 
1. Raw Material Inventory: 

           The Investment in Raw Material can be computed with the help of the following 

formula:- 

 

          Budgeted              Cost of  Raw   Average Inventory 

          Production     x              Material(s)         x  Holding Period 

          ( In units )    per unit               (months/days)  

     12 months / 52 weeks  / 365days 

 

2. Work-in-progress (W/P) Inventory: 

            The relevant cost of determine work in process inventory are the proportionate share of 

cost of raw material and conversion costs ( labors and Manufacturing over Head cost excluding 

depreciation) In case, full until of raw material is required in the beginning the unit cost of 

work is process would be higher, i.e., cost of full unit + 50% of conversion cost compared  to 

the raw material  requirement. Throughout the production Cycle, working process is normally 

equivalent to 50% of total cost of production. Symbolically, 

 

        Budgeted            Estimated work-         Average Time Span 

        Production         x         in-progress cost         x         of work-in-progress 

        ( In units )           per unit                      inventory (months/days)  

     12 months / 52 weeks  / 365days 

 

3. Finished Goods Inventory: 

            Working capital required to finance the finished goods inventory is given by factors 

summed up as follows:- 

 

      Budgeted              Cost of  Goods Produced               Finished Goods 

      Production            x  per unit (excluding           x           Holding Period 

       ( in units )               depreciation)                           (months/days)  

       12 months / 52 weeks  / 365days 
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4. Debtors: 

           The working capital tied up in debtor should be estimated in relation to total cost price 

( excluding depreciation )  symbolically, 

 

Budgeted                 Cost of  Sales per                     Average Debt 

Production        x                unit excluding      x            Collection Period 

( In units )                 depreciation                      (months/days)  

       12 months / 52 weeks  / 365days 

 

5. Cash and Bank Balances: 

Apart from Working Capital needs for Financing Inventories and Debtors, Firms also 

find it useful to have such minimum cash Balances with them. It is difficult to lay down the 

exact procedure of determining such an amount. This would primarily be based on the motives 

of holding cash balances of the business firm, attitude of management towards risk, the access 

to the borrowing sources in times of need and past experience. 

 

ESTIMATION OF CURRENT LIABILITIES 
 

The Working Capital needs of business firms are lower to the extent that such needs 

are met through the Current Liabilities(other than Bank Credit) arising in the ordinary course 

of business. The Important Current Liabilities in this context are Trade-Creditors, Wages and 

Overheads:- 

1. Trade Creditors: 

 The Funding of Working Capital from Trade Creditors can be computed with the help 

of the following formula:- 

 

Budgeted Yearly       Raw Material                  Credit Period 

Production             x      Cost                x               Allowed by creditors 

( In units )                   per unit                   (months/days)  

       12 months / 52 weeks  / 365days 

 

Note:-  Proportional adjustment should be made to cash purchases of Raw Materials. 
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2. Direct Wages: 

  The Funding of Working Capital from Direct Wages can be computed with the help of 

the following formula:- 

 

Budgeted Yearly       Direct Labor                  Average Time-lag in 

Production             x      Cost                x               Payment of wages 

( In units )                   per unit                    (months/days)  

       12 months / 52 weeks  / 365dayss 

 

Note:- The average Credit Period for the payment of wages approximates to half-a-month in 

the case of monthly wage payment. The first days monthly wages are paid on the 30th of the 

month, extending credit for 29 days, the second day’s wages are, again , paid on the 30th day, 

extending credit for 28 days, and so on. Average credit period approximates to half-a-month. 

 

3. Overheads (other than Depreciation and Amortization): 

The Funding of Working Capital from Overheads can be computed with the help of the 

following formula:- 

 

    Budgeted Yearly          Overhead                Average Time-lag in 

    Production               x         Cost             x              Payment of overheads 

    ( In units )                      per unit               (months/days)  

       12 months / 52 weeks  / 365days 

Note:- The amount of Overheads may be separately calculated for different types of 

Overheads. In In the case of Selling Overheads, the relevant item would be sales volume instead 

of Production Volume. 
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FORMAT FOR DETERMINATION OF WORKING CAPITAL: 

 

SL.NO 

 

PARTICULARS 

 

AMOUNT 

 

1 

 

 

 

 

 

 

 

 

2 

 

ESTIMATION OF CURRENT ASSETS 

1)  Minimum desired cash and Bank balances.         xxx 

2)  Inventories 

                          Raw material                                         xxx     

                          Work-in-progress                                  xxx 

                       Finished stock                                       xxx 

3) Debtors                                                                   xxx 

          Total Current Assets 

 

ESTIMATION OF CURRENT LIABILITIES 

1) Creditors                                                               xxx 

2) Wages                                                                   xxx 

3) Overheads                                                             xxx 

            Total current liabilities 

                                              NET WORKING CAPITAL   

                       (Total Current assets – Total Current liabilities) 

Add :  Margin for  contingency net   

   Working capital requirement 

 

 

 

 

 

 

 

 

 

 

 

XXX 

 

 

 

 

 

 

XXX 

     XXX 

 

      XX 

 

XXXX 
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COMPONENTS OF WORKING CAPITAL 
 

The components of working capital are: 

 CASH MANAGEMENT 

 RECEIVABLES MANAGEMENT 

 INVENTORY MANAGEMENT 
 

  CASH MANAGEMENT:  
 

  Cash is the important current asset for the operation of the business. Cash is the 

Basic input needed to keep the business running in the continuous basis, it is also the ultimate 

output expected to be realized by selling or product manufactured by the firm. 

 The firm should keep sufficient cash neither more nor less. Cash shortage will disrupt the 

firm’s manufacturing operations while excessive cash will simply remain ideal without 

contributing anything towards the firm’s profitability. Thus a major function of the financial 

manager is to maintain a sound cash position. Cash is the money, which a firm can disburse 

immediately without any restriction. The term cash includes coins, currency and cheques held 

by the firm and balances in its bank account.  

 

NEED FOR HOLDING CASH 

The need for holding Cash arises from a variety of reasons which are, 
 

1. Transaction Motive: 

              A company is always entering into transactions with other entities. While some of 

these transactions may not result in an immediate inflow/outflow of cash (E.g. Credit 

purchases and Sales), other transactions cause immediate inflows and outflows. So firms keep 

a certain amount of cash so as to deal with routine transactions where immediate cash 

payment is required. 
 

2. Precautionary Motive: 

   Contingencies have a habit of cropping up when least expected. A sudden fire may 

break out, accidents may happen, employees may go on a strike, creditors may present bills 

earlier than expected or the debtors may make payments earlier than warranted. The company 

has to be prepared to meet these contingencies to minimize the losses. For this purpose 

companies generally maintain some amount in the form of Cash. 



 

67  

 

 

3. Speculative  

 

                 Firms also maintain cash balances in order to take advantage of opportunities that 

do not take place in the course of routine business activities. For example, there may be a 

sudden decrease in the price of Raw Materials which is not expected to last long or the firm 

may want to invest in securities of other companies when the price is just right. These 

transactions are purely of speculative nature for which the firms need cash. 

 

OBJECTIVES OF CASH MANAGEMENT 
 

Primary object of the cash management is to maintain a proper balance between liquidity 

and profitability. In order to protect the solvency of the firm and also to maximize the 

profitability. Following are some of the objectives of cash management. 
 

1. To meet day to day cash requirements. 

2. To provide for unexpected payments. 

3. To maximize profits on available investment opportunities. 

4. To protect the solvency of the firm and build up image. 

5. To minimize operational cost of cash management. 

6. To ensure effective utilization of available cash resources. 

 
 

 

CASH BUDGETING 
  
 Cash budgeting is an important tool for controlling the cash. It is prepared for future 

period to know the estimated amount of cash that may be required. Cash budget is a statement 

of estimated cash inflows and outflows relating to a future period. It gives information about 

the amount of cash expected to be received and the amount of cash expected to be paid out by 

a firm for a given period. 

 

 Cash budgeting indicates probably cash receipts and cash payments for an under 

consideration. It is a statement of budgeted cash receipts and cash payment resulting in either 

positive or negative cash or for a week or for a year and so on. 
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 RECEIVABLES MANAGEMENT: 
 

             Receivables or debtors are the one of the most important parts of the current 

Assets which is created if the company sells the finished goods to the customer but not receive 

the cash for the same immediately. Trade credit arises when a company sales its products or 

services on credit and does not receive cash immediately. It is an essential marketing tool, 

acting as a bridge for the moment of goods through production and distribution stages to 

customers.   

 

The receivables include three characteristics 

 

1)  It involve element of risk which should be carefully analysis. 

 

2)  It is based on economic value. To the buyer, the economic value in goods or services                      

passes immediately at the time of sale, while seller expects an equivalent value to be received 

later on. 

 

3)  It implies futurity. The cash payment for goods or serves received by the  buyer will be 

made by him in a future period. 

 

 A company gives trade credit to protect its sales from the competitors and to attract the 

potential customers to buy its products at favorable terms. Trade credit creates receivables or 

book debts that the company is accepted to collect in the near future. The customers from who 

receivables have to be collected are called as “Trade Debtors” receivables constitute a 

substantial position of current assets. 

 

Granting credit and crediting debtors, amounts to the blocking of the company’s funds. The 

interval between the date of sale and the date of payment has to be financed out of working 

capital as substantial amounts are tied up in trade debtors. It needs careful analysis and proper 

management. 

 

 

In BCM ltd., they are selling the goods on cash basis and also on credit basis. 
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 INVENTORY MANAGEMENT: 
 

         Inventories are goods held for eventual sale by a firm. Inventories are thus one 

of the major elements, which help the firm in obtaining the desired level of sales. 

Inventories includes raw materials, semi finished goods, finished products. 

 

 

In company there should be an optimum level of investment for any asset, whether it is plant, 

cash or inventories. Again inadequate disrupts production and causes losses in sales. Efficient 

management of inventory should ultimately result in wealth maximization of owner’s wealth. 

It implies that while the management should try to pursue financial objective of turning 

inventory as quickly as possible, it should at the same time ensure sufficient inventories to 

satisfy production and sales demand. 

 

The main objectives of inventory management are operational and financial.  

The operational mean that means that the materials and spares should be available in sufficient 

quantity so that work is not disrupted for want of inventory. The financial objective means that 

investments in inventories should not remain ideal and minimum working capital should be 

locked in it. 

 

The following are the objectives of inventory management:- 

 

 To ensure continuous supply of materials, spares and finished goods. 

 To avoid both over and under stocking of inventory. 

 To maintain investments in inventories at the optimum level as required by the operational 

and sale activities. 

 To keep material cost under control so that they contribute in reducing cost of production 

and overall purchases. 

 To minimize losses through deterioration, pilferage, wastages and damages. 

 To design proper organization for inventory control so that management. Clear cut account 

ability should be fixed at various levels of the organization. 

 To ensure perpetual inventory control so that materials shown in stock ledgers should be 

actually lying in the stores. 

 To ensure right quality of goods at reasonable prices. 
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BENEFITS OF HOLDING INVENORIES: 

 Holding of large and adequate inventories is very beneficial to every firm. The 

benefits or advantages of holding inventories area as follows. 

1. Reducing orders cost. 

2. Continuous production. 

3. To avoid loss. 

4. Availing quantity discount. 

5. It enables the firm to avoid scarcity of goods meant for either production o sale. 

 

COST OF HOLDING INVENTORIES: 

 Holding of inventory exposes the firm to a number of risks and costs. Risks of 

holding inventories can be put as follows. 

1. Material cost 

2. Order cost 

3. Storage cost 

4.  

5. Insurance 

6. Obsolescence 

7. Spoilage 

In the BCM, each of the above mentioned costs have to be controlled through efficient 

inventory management technique. That is: 

Economic Order Quantity (EOQ): 

 This refers to the optimal ordering quantity that will incur the minimum total cost (order cost 

and carrying cost) for an item of inventory. With the increase in the order size, the ordering 

cost decreases but the carrying cost increases and the optimal order, quantity is determined 

where these two costs are equal. The company is always tried to keep an eye on the level of 

safety stock and the lead-time associated with the orders made. 

                           E.O.Q =     √ 2AO      

Here, A= Annual consumption. O= Ordering cost per order. C= Carrying cost per unit. C 
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Current ratio:- 
 
 It is a ratio, which express the relationship between the total current Assets and current 

liabilities. It measures the firm’s ability to meet its current liabilities. It indicates the 

availability of current assets in rupees for every one rupee of current liabilities. A ratio of 

greater than one means that the firm has more current assets than current liabilities claims 

against them. A standard ratio between them is 2:1. 

 

Current ratio = current assets/ current liabilities 
 
 

 
 

 
 
 

  
 
Interpretation;- 
 

It is seen from the above chart that during the year 2014-2015 the current ratio 

was 1.12 during the year 2015-2016 it was 1.10 and in the year  current ratio is 

decreases.0.02 . In the 2016-2017 the current ratio is slightly decrease. In the year2017-

2018  the current ratio  is 1.07 and the year 2018-2019 is  slightly decrease is 1.06 in the 

year2018-2019 current ratio is above the standard ratio i.e., 2:1. Hence it can be said that 

there is enough current assets in Krishna co-operative bank Ltd  to meet its current 

liabilities.  
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years current assts current liabilities current ratio 

2014-2015 21,41,62,06,932 19,03,30,42,994 1.12 

2015-2016 28,25,60,97,280 25,61,48,62,140 1.1 

2016-2017 31,84,65,13,208 29,66,34,05,375 1,10 

2017-2018 37,15,38,06,816 34,58,66,66,937 1.07 

2018-2019 45,33,37,23,423 42,37,53,37,871 1.06 
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Quick Ratio;- 
The Quick Ratio is also known as acid test ratio is a calculation formula and liquidity 

indicators that measures to what extent a company can meet its short term liabilities with 

liquid assets. 

Quick Assets Ratio = Quick Assets / Quick liabilities. 

Quick assets = Current Assets – Inventories – Prepaid Expenses 

Quick Liabilities =Current Liabilities – bank over draft – Cash credit. 

years Quick assets Quick liabilities Quick ratio 

2014-2015 21,41,62,06,932 19,03,30,42,994 1.12 

2015-2016 28,25,60,97,280 25,61,48,62,140 1.1 

2016-2017 31,84,65,13,208 29,66,34,05,375 1.10 

2017-2018 37,15,38,06,816 34,58,66,66,937 1.07 

2018-2019 45,33,37,23,423 42,37,53,37,871 1.06 
 

 

 
 
 
 
 
 

 
 
 
 
 

Interpretation;- 

During the year 2014-2015 the quick ratio was 1.12 in the year 2015- 2016it is 1.1  the 

ratio will be decrease is 0.02 This shows the company maintains satisfactory quick ratio, in the 

year 2016-2017 the quick ratio  is 1.1 is slightly changes in the year 2017-2018 it  1.07 in the 

year 2018-2019 it decrease 1.06 to the slightly  in quick assets. The quick ratio is above the 

standard ratio i.e., 1:1. Hence it shows that the liquidity position of the company is adequate. 
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Absolute Liquidity Ratio;- 

Absolute liquid ratio may be defined as the relationship between Absolute liquid assets 

and current liabilities. Absolute liquid assets include cash in hand and cash at bank.  

The standard ratio is 0.5: 1. 

 

Absolute Liquidity Ratio  =       Cash & Bank Balance 

      Current Liabilities 

years cash and bank 
balance 

current 
liabilities 

Absolute 
liquidity 
ratio 

2014-2015 99,39,43,961 19,03,30,42,994 0.11 

2015-2016 97,23,81,250 25,61,48,62,140 0,05 

2016-2017 1,70,47,26,352 29,66,34,05,375 0.03 

2017-2018 1,46,18,96,680 34,58,66,66,937 0.05 

2018-2019 1,48,60,19,192 42,37,53,37,871 0.04 
 

 

 

Interpretation;- 
 
During the year 2014-2015 the Absolute liquidity ratio was 0.11 during the year 2015-2016 it 

was 0.05  it will be decrease and in the year 2016-2017 it was 0.03  slightly decrease in the 

year 2017-2018 it slightly increase to previous year  the 2018-2019 is 0.04 is decrease this year 

This shows the Absolute liquidity ratio decreases every year but it is below the standard ratio. 

In the year 2014-2015 the Absolute liquidity ratio has increases 0.11.hence it shows that the 

liquidity position  of a company Hence it shows that the liquidity position of the company is 

satisfactory Hence it shows that the liquidity position of the company is satisfactory. 
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Net Working Capital;- 

 An analysis of the net working capital will be very help full for knowing the operational 

efficiency of the company. The following table provides the data relating to the net working capital of 

BCM. 

Net Working Capital = Current assets – Current Liabilities 

years current assts current liabilities Net working 
capital 

2014-2015 21,41,62,06,932 19,03,30,42,994 2,38,31,63,937.84 

2015-2016 28,25,60,97,280 25,61,48,62,140 2,64,12,35,139.73 

2016-2017 31,84,65,13,208 29,66,34,05,375 2,18,31,07,833.89 

2017-2018 37,15,38,06,816 34,58,66,66,937 2,56,71,39,878.71 

2018-2019 45,33,37,23,423 42,37,53,37,871 2,95,83,85,551.61 

 

 

 

Interpretation;- 

The above chart shows that during the year 2014 to 2016 the company has 2,383,163,937.84 

 N.W.C. In the year 2015-2016 25,614,862,140.84 huge increase in the N.W.C is  and in the year 

23,231,698,203 .The 2016-2017 the company has 2,183,573,758 N.W.C in the year 2017 -2018 has  
N.W.C is 2,567,139,878.71 is increased to compared to previous year . the 2018-2019 is 
2,958,385,551.61 is increasing in N.W.C then compared to the previous year is increased  by 
293,271,415,282.29. 
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Table No:1.1 

A STATEMENT CHANGES IN WORKING CAPITAL AS ON 31-03-2015 to 31-03-2014 

 
PARTICULARS 

 
31-03-2015 

 
31-03-2014 

Changes in working capital 
Increase Decrease 

 
Current assets 

    

 
Cash on hand on 
postage 

20,44,70,317.00 18,93,35,420 15,134,897  

 
Cash at bank 

78,94,73,644.26 59,98,90,783 189,582,861.2
6 

 

Loans and advances 13,97,94,56,190.5
4 

11,27,17,17,391 2,707,738,799
.54 

 

Investments 5,28,98,89,732.38 4,79,70,46,632 492,843,100.3
8 

 

Receivable accounts 571,469,295.14 85,13,053 572,934,700.0
4 

 

Others 58,14,47,753.04 1246,7489,543 3,658,827,656
.98 

 

Total current assets(A) 21,416,206,932.3
2 

29,333,992,822   

Current liabilities;     
Deposits 10,75,41,98,553.8

0 
86,49,47,78.00 10,667,703,77

5.8 
 

Borrowings 6,69,02,85,531.67 6,18,69,83,640 503,301,891.6
7 

 

Payable accounts;     

Interest payable 74,45,55,434.72 57,32,43,588 171,311,846.7
2 

 

Estt &Cont charges 60,61,389.20 1,17,32,072  5,670,682.8 

Income Tax payable 3,99,82,842.00 0.00 3,99,82,842  

Other current 
liabilities 

79,79,59,243.09 6,78,66,919  
730,092,324.0
9 

 

 
Total current 
liabilities(B) 

19,033,042,994.4
8 

6,926,320,997 
 

12,106,721,99
7.48 

 

Working capital (A-B) 2,383,163,937.84 22,407,671,825   

Increase in Working 
capital 

 20,024,507,887  5,670,682.8 

 22,407,671,825 22,407,671,825 19,749,454,69
5.48 

19,749,454,69
5.48 

Interpretation:- 

According to the above table the total current assets of 2014 is29,333,992,822 and for 2015 is 
21,416,206,932.32 and the difference is increased by 7,917,785,889.68. the total current liabilities of 
2014 is 6,926,320,997 and for 2015 is 19,033,042,994.48 the difference is increased by 
12,106,721,997.48 by applying the working capital formula the working capital of 2014 is 
22,407,671,825 and for 2015 is2,383,163,937.84 the difference is increased by 20,024,507,887 
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Table No:1.2 

 

A STATEMENT CHANGES IN WORKING CAPITAL AS ON 31-03-2015 to 31-03-2016 

 
PARTICULARS 

 
31-03-2016 

 
31-03-2015 

Changes in working capital 
Increase Decrease 

 
Current assets 

    

 
Cash on hand on 
postage 

23,14,21,998.00 20,44,70,317.00 26951681  

 
Cash at bank 

74,09,59,252.55 78,94,73,644.26  48514391.71 

Loans and advances 16,77,50,34,642.0
3 

13,97,94,56,190.5
4 

2,795,578,451  

Investments 9,84,78,87,432.28 5,28,98,89,732.38 4,557,997,699
.9 

 

Receivable accounts 327,737,530.95 571,469,295.14  243,731,764.1
9 

Others 33,3056,424.76 58,14,47,753.00  248,391.328.2
4 

Total current assets(A) 28,256,097,280.5
7 

21,416,206,932.32  6,8390,888,25 

Current liabilities;     
Deposits 14,35,86,,90,,879.

97 
10,75,41,98,553.8
0 

3,604,492,326  

Borrowings 10,44,11,82,451 6,69,02,85,531.67 3,750,896,919  
Payable accounts;     

Interest payable 27,07,72,793.35 74,45,55,434.72  473,782,641 

Estt &Cont  charges 7,97,24,870,.00 60,61,389.20 73,663,480  

Income Tax payable 5,33,16,203.00 3,99,82,842.00 13,333,361  

Other current 
liabilities 

41,11,74,943.52 79,79,59,243.09  386,784,299 

 
Total current 
liabilities(B) 

25,614,862,140.8
4 

19,033,042,994.48 6,581,819,146
.36 

 

Working capital (A-B) 2,641,235,139.73 2,383,163,937.84   

Increase in Working 
capital 

258,071,201.89   1,401,204,424.
14 

 2,383,163,937.84 2,383,163,937.84 14,822,913,91
7 

14,822,913,91
7 

Interpretation;- 

According to the above table the total current assets of 2015  is 21,416,206,932.32an for 2016 is 
28,256,097,280.57 and the difference is decreased by 6,8390,888,25 the total current liabilities of 
2015 is 19,033,042,994.48  and for 2016  is  25,614,862,140.84 the difference is increased by 
6,581,819,146.36 by applying the working capital formula the working capital of 2015 is 
2,383,163,937.84 and for 2016 is2,641,235,139.73 the difference is increased by 258,071,201.89 
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Table No:1.3 

 

A STATEMENT CHANGES IN WORKING CAPITAL AS ON 31-03-2016 to 31-03-2017 

 
PARTICULARS 

 
31-03-2017 

 
31-03-2016 

Changes in working capital 
Increase Decrease 

 
Current assets;- 

    

 
Cash on hand on 
postage 

23,13,38,098.50 23,14,21,998.00  6,078,599 

 
Cash at bank 

1,47,33,88,254.00 74,09,59,252.55 732,429,001.4
5 

 

Loans and advances 19,95,46,85,862.0
0 

16,77,50,34,642.0
3 

3,179,651,219
.97 

 

Investments 8,96,18,90,168.00 9,84,78,87,432.28  885,997,264.2 
Receivable accounts 0.00 327,737,530.95  327,737,530.9 
Others 1,22,52,10,826 33,3056,424.76 898,615,025.2  
Total current assets(A) 31,846,513,208.5 28,256,097,280.57   
Current liabilities;     
Deposits 16,75,81,74,118.0

0 
14,35,86,,90,,879.
97 

2,399,483,238
.03 

 

Borrowings 11,12,46,75,743 10,44,11,82,451 683,493,292  
Payable accounts;     

Interest payable 0.00 27,07,72,793.35  27,07,72,793.3 

Estt &Cont charges 0.00 7,97,24,870,.00  7,97,24,870 

Income Tax payable 0.00 5,33,16,203.00  5,33,16,203 

Othe liabilities 1,78,05,55,514.00 41,11,74,943.52 1,369,380,570
.4 

 

 
Total current 
liabilities(B) 

29,663,405,375 25,614,862,140.84   

Working capital (A-B) 2,183,573,758 2,641,235,139.73   

Increase in Working 
capital 

 457,661,381.73  1,623,627,260.
4 

 2,641,235,139.73 2,641,235,139.73 9,263,052,347
.05 

9,263,052,347.
05 

 

Interpretation:- 

According to the above table the total current assets of 2016 is for 2016 is 28,256,097,280.57and the 
2017 is31,846,513,208.5 and the difference is decreased by 3,590,415,927 the total current liabilities 
of 2015 is 19,033,042,99  and for 2016  is  25,614,862,140.84 the difference is increased by 
6,581,819,146.36 by applying the working capital formula the working capital of 2015 is 
2,383,163,937.84 and for 2016 is2,641,235,139.73 the difference is increased by 258,071,201.89 
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Table 1.4 

A STATEMENT CHANGES IN WORKING CAPITAL AS ON 31-03-2017 to 31-03-2018 

 
PARTICULARS 

 
31-03-2018 

 
31-03-2017 

Changes in working capital 
Increase Decrease 

 
Current assets 

    

 
Cash on hand on 
postage 

18,38,20,500.00 23,13,38,098.50  47,517,598.5 

 
Cash at bank 

1,27,80,76,180.06 1,47,33,88,254.07  195,312,074.0
1 

Loans and advances 25,67,82,92,642.0
9 

19,95,46,85,862.0
0 

5,723,606,780
.09 

 

Investments 8,63,16,70,187.28 8,96,18,90,168.00  330,219,980.7
2 

Others 1,38,19,47,306.83 1,22,52,10,826.32 156,736,480.5
1 

 

Total current assets(A) 37,153,806,816.2
6 

31,846,513,208.89  92,706,392 

Current liabilities;  3   
Deposits 17,32,14,27,748.8

8 
16,75,81,74,118.0
0 

563,253,630.8
8 

 

Borrowings 15,15,24,26,542 11,12,46,75,743 4,027,750,799  
Other current 
liabilities 

2,11,28,12,646.67 1,78,05,55,514.00 332,257,132.6
7 

 

 
Total current 
liabilities(B) 

34,586,666,937.5
5 

 
29,663,405,375 

 4,923,261,562 

Working capital (A-B) 2,567,139,878.71 2,183,107,833.89   

Increase in Working 
capital 

 384,032,044.82  573,049,653.2
3= 

 2,567,139,878.71 2,567,139,878.71 10,803,604,82
3.15 

10,803,604,82
3.15 

 

 

Interpretation:- 

According to the above table the total current assets of 2017 is 31,846,513,208.5  and the 2018 is 
37,153,806,816.26 and the difference is decreased by 92,706,392 the total current liabilities of 2017 is 
29,663,405,375 and for 2018  is 34,586,666,937.55 the difference is decreased by 4,923,261,562 by 
applying the working capital formula the working capital of 2017 is 2,183,107,833.89 and for 2018 is 
2,567,139,878.71 the difference is decreased by 384,032,044.82 
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Table No:1.5 

 

A STATEMENT CHANGES IN WORKING CAPITAL AS ON 31-03-2018 to 31-03-2019 

 
PARTICULARS 

 
31-03-2019 

 
31-03-2018 

Changes in working capital 
Increase Decrease 

 
Current assets; 

    

 
Cash on hand on 
postage 

 
24,57,04723.00 
 
 

 
18,38,20,500.00 

 
61,884,223 

 

 
Cash at bank 

1,24,03,14,469.31 
 

1,27,80,76,180.06  37,761,710.75 

Loans and advances 32,01,20,84,245.3
5 

25,67,82,92,642.0
9 

2,795,578,451  

Investments 10,05,78,46,731.2
8 

8,63,16,70,187.28 6,339,191,603  

Others 1,77,77,73,254.62 
 

1,38,19,47,306.83 458,825,947.7
9 

 

Total current assets(A) 45,333,723,423.5
6 

37,153,746,816.17 8,179,976,607  

Current liabilities;     
Deposits 19,37,25,21,293.8

2 
 

17,32,14,27,748.8
8 

2,051,093,544  

Borrowings 20,25,49,18,504.0
0 
 

15,15,24,26,542 5,102,491,962  

Other current 
liabilities 

2,74,78,98,074.13 2,11,28,12,646.67 635,085,427  

 
Total current 
liabilities(B) 

 
42,375,337,871.9
5 

 
34,586,666,937.55 

7,788,670,934
.4 

 

Working capital (A-B) 2,958,385,551.61 2,567,139,878.71   

Increase in Working 
capital 

391,245,672.9  37,761,710.75  

 2,958,385,551.61 2,958,385,551.61 14,774,151,15
7 

14,774,151,15
7 

 

Interpretation :- 

According to the above table the total current assets of 2018 is37,153,746,816.17 and the 2019 is 
45,333,723,423.56 and the difference is increased by 8,179,976,607 the total current liabilities of 
2018 is 34,586,666,937.55 and for 2019  is 42,375,337,871.95` the difference is increased by 
7,788,670,934.4 by applying the working capital formula the working capital of 2018 is 
2,567,139,878.71 and for 2019 is 2,958,385,551.61 the difference is decreased by 391,245,672.9 

 



 

82  

 

FINDINGS. 
 
 
➢ Working capital of the Krishna co-operative bank was increasing and showing positive 

working capital per year.  

 

➢ The standard current ratio is 2.1 the Krishna co-operative bank current ratio is below the 

standard ratio  1.06  in the year 2018-2019 respectively. 

 
➢ The standard Quick ratio is 1.1 the Krishna co-operative bank quick ratio is above standard 

ratio 1.06  2014-2019 in all the years. 

 
➢ Absolute turn over ratio is the standard ratio of 0.5: 1 the ratio is high  in the year 2014-

2015 is 0.11 and in the  year 2016-2017 is below 0.03 it has again decreased by 0.04 as 

compared to 2018-2019. 

 
➢ The working capital is low in the year 20104 -2015.  In the year 2015-2016 is increases to 

compared to previous year 2017-2018 is also increase.  It is same in the year 2018-2019. 
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SUGGESTIONS. 

 
 

➢ The profits are not increasing highly. so it is better to improve the profits 

 

➢ The current assets and liabilities are fluctuating. So it should concentrate on them 

 

 

➢ The Krishna co-operative bank has sufficient working capital and has better liquidity 

position. By efficient utilizing this short-term capital, then it should increase the turnover. 

 

➢ The Krishna co-operative bank is utilizing working capital effectively this is good for the 

company. It has to maintain it further. 
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CONCLUSIONS. 
           The study on working capital management conducted in Krishna co-operative bank Ltd 

to analyze the financial position of the company. The company’s financial position is analyzed 

by using the tool of annual reports from 2014-2019. From the study of working capital 

management we would be able to know the financial tools which were used by bank. By which 

the bank to rectify the mistakes from period to period. So that the position of the bank can be 

understood in a better way. 
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                                    INTRODUCTION 

                 Finance may be defined as the art and science of managing money. The 

major areas of finance are: (i) financial services and (ii) managerial finance/corporate 

finance/financial management. While finance services is concerned with the design 

and delivery of advice and financial products to individuals, businesses and 

governments within the areas of banking and related institutions, personal financial 

planning, investments, real estate, insurance and so on, financial management is 

concerned with the duties of the financial managers in the business firm. Financial 

managers actively manage the financial affairs of any type of business, namely, 

financial and non-financial, private and public, large and small, profit seeking and 

not-for-profit. They perform such varied tasks as budgeting, financial forecasting, 

cash management, credit administration, investment analysis, funds management and 

so on. In recent years, the changing regulatory and economic environments coupled 

with the globalization of business activities have increased the complexity as well as 

the importance of the financial managers duties. As a result, the financial management 

function as become more demanding and complex. 

                 

Management of funds is an important aspect of financial management. 

Management of funds act as the primary concern whether it may be in a business 

undertaking or in an educational institution. Financial management, which is simply 

meant dealing with management of money matters. 
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INTRODUCTION TO FINANCIAL MANAGEMENT: 

  Management of funds is an important aspect of Financial Management.  

Management of funds act as the primary concern whether it may be in a business 

undertaking or in an educational institution.  Financial Management, which is simply 

meant dealing with Management of money matters. 

 

MEANING OF FINANCIAL MANAGEMENT: 

            By Financial Management we mean efficient use of economic resources 

namely capital funds. According to Phillippatus, “Financial Management is concerned 

with the Manage trial decisions that results in the acquisition and financing of short 

term and long term credits for the firm”. 

              So the analysis simply states two main aspects of Financial Management like 

procurement of funds and an effective use of funds to active business objectives. 

 

PROCUREMENT OF FUNDS: 

Considered as an important problem of business concerns.  Funds procured 

from different sources have different characteristics in terms of risk, cost and control. 

   

Funds issued by the issue of as funds can be obtained from different sources so 

procurement of funds is equity shares are the best from risk point of view for the 

company as there is no question of repayment of equality capital except when the 

company is under liquidation. 

  

From the cost point of view equity capital is most expensive source of funds as 

dividend expectations of shareholders are normally higher than prevalent interest 

rates. 

 

Financial management constitutes risk, cost and control.  The cost of funds 

should be at minimum for a proper balancing of risk and control.. 

 

UTILIZATION OF FUNDS: 

          Effective utilization of funds as an important aspect of Financial Management 

avoids the situations where funds are either kept idle or proper uses are not being 
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made.  Funds procured involve a certain cost of dividend decisions  we also consider 

this.  So it is crucial to employ the funds properly and profitably by many factors like 

general economic outlook, outlook of particular company, technical factors and even 

mass psychology.  Normally this value is a function of two factors as given below. 

 

 The anticipated rate of earning per share of the company.     

 The capitalization rate. 

 

The likely rate of earning per shares (EPS) depends upon the assessment as to 

how profitably a company is growing to operate in the future. 

 

 

METHODS OF FINANCIAL MANAGEMENT:  

In the field of financing there are various methods to procure funds.  Funds 

may be obtained from: 

 Long term sources. 

 Short term sources. 

 Long term funds may be availed by owners that are share Holders, 

lenders by  issuing debentures, from financial institutions, banks 

and public at large short term funds may be availed from commercial 

banks, public deposits, etc. 

 

Financial leverage or trading on equity is and important method by which a 

finance manager may increase the return to common share holders.  At the same time 

of evaluating capital expenditure projects methods like average rate of returns, pay 

back, internal rate of returns, net present value and profitability index are used. 

 

A firm can increase its profitability without affecting its liquidity by on 

efficient utilization of the current resources at the disposal of the firm.  A firm can 

increase its profitability. 

 

SCOPE OF FINANCIAL MANAGEMENT: 

             Financial management provides a conceptual and analytical frame work for 

financial decision making. The finance function covers both acquisition of funds as 
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well as their allocations. Thus, apart from the issues involved in acquiring external 

funds, the main concern of financial management is the efficient and wise allocation 

of funds to various uses. Defined in a broad sense, it is viewed as an integral part of 

over all management. 

The financial management framework is an analytical way of viewing the 

financial problems of a firm. The contents of this approach are: what is the total 

volume of funds an enterprise should commit? What specific assets should an 

enterprise acquire? How should the funds required be financed? Alternatively, the 

principal contents of the modern approach to financial management can be said to be: 

1. Hoe large should an enterprise be, and how fast should it grow? 

2. In what form should it old assets? 

3. What should be the composition of its liabilities? 

Functions of finance 

 Investment decision 

 Financing decision 

 Dividend policy decision 

Importance of financial management 

 It assists in the assessment of financial needs internal external resources for 

meeting them. 

 Funds can be procured from multiple sources so procurement of  funds  is 

considered an important problem of  business concerns. 

 Funds obtained from different sources have different characteristics in terms 

of potential risk, cost & control. 
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                                     SCOPE OF THE STUDY 

 The scope of study is confined only five year i.e. from 2019-2018.  

 The study took in to account the data pertaining to the entire organization.  

 The ‘Funds Flow Statement’ shows the movement of Funds and it is a report 

of the financial operations of the business undertaking.  

 It indicates various means by which funds were obtained during a particular 

period and ways in. which these Funds were employed.  

 In simple words, it is a statement of sources and application of Funds. 

The funds flow statements helps the financial manager in having a detailed 

analysis and understanding of changes. In the distribution of funds between two 

balance sheet. 

Funds flow statement is not a substitute of an Income Statement or a Balance 

Sheet. It provides only additional information regarding the changes in the working 

capital.  
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                                 OBJECTIVES OF THE STUDY 

The principal objective of the study is to assess the financial position and 

performance of Incap ltd through on analysis of Funds Flow Analysis with a view to 

determine its strengths and weaknesses. The following are detailed objectives of the 

study: -  

 To identify the source of funds of the Incap ltd, Vijayawada. 

 To identify the application of the funds of Incap ltd, Vijayawada. 

 To know how the funds are being utilized 

 To analyze financial performance of the company. 

 To offer findings, suggesions and concusion by the study. 
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        METHODOLOGY 

Data collection for the study has been collected from two main sources. They 

are as follows 

1.  Primary data  

2. Secondary data  

1. Sources of  primary data 

The Primary data is the data gathered for the first time (first hand information) 

by the researcher. It is the original data. As for the study, Primary data is gathered 

through a series of detailed discussions with executives, managers of the company.  

Data has been collected with the help of supervisors, employees electing 

information with personal interation with manager and leaders give us needful 

informaton 

 2. Sources of secondary data 

  Secondary data is the data collected by others, for purposes other than solution 

at hand. Secondary data for the present study has been collected from magazines, 

journals, annual reports; published books, reference books, websites and any other 

indirect source. 

Secondary data also collected from   

 Balance Sheets of Incap ltd for last Five years from 2019-14 to 2018-19.  

 Profit and loss Account from 2019-14 to 2018-19. Reference from text books,  

and journals relating to financial management.  

 

 

 

 

 

 

 



 15 

                                             LIMITATIONS OF THE STUDY 

 Though the project work has been completed successfully, a few  

limitations are observed however, proper care has been taken to over  

come to impact of limitations on the study.  

 The scope for gathering data is very less. This is due to the fact that 

researcher is vocational trainees. 

 During the project period most of the staff members are busy with auditing 

and other works. So, they could not afford give full information. 

 Some of the information was not available confidential nature. 

 Since officials, Executives and others were busy. The study was primarily 

focused on secondary data. due to the 
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                     INDUSTRY PROFILE 
 
The electronic industry in India constitutes just 0.7% of the global electronics 
industry. Hence it is miniscule by international comparison. However the 
demand in the Indian market is growing rapidly and investments are following 
in to argument manufacturing capacity. India however remains a major 
importer of electronic materials, not a desirable situation and local 
manufacturing has to keep pace with growing local demand. ` 
          The output of the electronic hardware industry in India is worth $11.6 Bn 

at present. The breakup of production in various segments the industry is as 

shown below: 

 
Total $20* Billion 
CHART: 2.1 Indian Electronic Industry (2017 -18) 
 

 
 
 
 
 

India is also an exporter of a vast range of electronics components and products 

for the following segments – 

• Display technology  

• Entertainment electronics  
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• Optical storage device  

• Passive components  

• Electromechanically components 

• Telecom equipment 

• Transmission & signaling equipment 

• Semiconductor designing 

• Electronic manufacturing services(EMS) 

 

            The electronic has grown to that extent that the growth of any nation 

will be reserved by its electronics technological advancement. Now over nation 

has stand on an edge to face the world wide competitors. To be successful in 

the global their marketing, style with constantly innovating and relocating their 

business activities. 

 

          Japanese companies are especially sensitive to the dependence of 

MARKETING VARIABLES. The price they can large depends on the 

company’s productivity, which is influenced by personal policies as well as 

investment decisions. Similarly, product quality it INFLUENCED by 

production reliability and technology which in turn are influenced by personal 

management and R&D investment. 

 

             Thus marketers must not take price and product for granted but must 

NFLUENCE those non marketing variable that will enable the company to 

Duke down costs and produce higher quality products. 
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 ELECTRONICS INDUSTRY IN INDIA: 

                    Electronic is most versatile technology of the world. It can do 

virtually everything at a low cost. It has the modern and shrunk it to take a 

millisecond of instant communication. 

                     Currently, the world is witnessing electronic at present, the 

development of a nation is by technological advancement, hence the mode of 

electronic and electronic technologies changed into the trail consumer sector to 

determine a nation’s economic efficiency. 

                    Estimated indicating in India is the world’s third man power nation 

in technology and with the market half of the size of Europe’s man power in 

India is cost effective. India holds world attraction from the market print of 

vice as well in cost and managerial considerations. 

                    Electronic industry in India is around 30 years old. The decade 

1960-70 was described as preliberalisation period during which it was finding 

its full hold. 1970-80 focused as development of indigenous R&D and 

production capabilities.1980-90 witnessed a pronounced effort towards self-

reliance and liberalization. Since 1991 in fact, was watershed year for the India 

Economy, with the government initiating for reading changes along with new 

Industrial and trade policies.  

                   The VIII five year plan document has set a production target of as 

Rs.300,000 million and an export target of Rs.63,000million, to be Achieved 

by 1994-95. These are small figures, compare to the global size of the 

electronics industry. The following are the production trends over the past 

years. 

                    The electronics industry is the base of what we today term as 

information technology. Today both these, industries are the faster growing 

segment of Indian industry both terms of production and exports. Presently the 

electronics industry is completely deli censed with the Exception of aerospace 

and defense electronics and along with the Liberalization in foreign 

investments and export import policies of the entire Economy; this sector is 
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attracting considerable interest not only as a vast Market but also as potential 

production base by international companies. 

 The important policy initiatives taken, since July 1991 dimmed at 

liberalizing and opening up the economy have been quite successful. 

Promotion of India’s international trade has gained increased importance in the 

national economy since the eight plan (1992-97); the electronics industry has 

achieved a cumulative annual growth of 20 percent production and over 40 

percent in exports. 

 The production at the end of the ninth plan (1997-2002) is targeted at 

about Rs.1380 billion, with growth rate of 37 percent and export at about 

Rs.490 billion with a growth rate of 52 percent. A fairly good measure of 

success has been achieved as export front. From a value of about Rs.50 million 

exports of electronics items in 1970, the export performance of electronics 

industry was Rs117, 400 million in 2001-02. Export has increased not only in 

financial terms but also in terms of variety of items exported and number of 

exports engaged in this activity.   

The software industry has emerged as one of the fastest growing sector in the 

economy with a CAGR exceeding 50% and with a likely turnover an export of 

us $50 billion by the year 2014 for the Indian software Industry. 

 ELECTRONIC COMPONENTS: 

                      The electronic component sector continued to be dependent on 

the performance of consumer electronics industry. The new color picture tube 

(CPT) lines set up by the existing manufacturing consolidate their production 

during the year. The fourth plants above significantly improved its capacity 

utilization. In line with the consistent growth achieved by CTV industry, the 

CPT industry recorded growth of 40% during the year.  

                      The production of colour picture tubes during 2002 was around 

37 lakh numbers. The export of CPT also increased considerably. 

Manufacturing of colour glass parts for 21 inch flat CPT was further 

strengthened other components specific to consumer electronics like colour 
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deflection components, soft fests, loudspeakers, consumers grade PCB, etc also 

showed positive growth during the year. 

In the field of professional grade components, no significant 

developments took place. The components required for computer and 

telecommunications hardware are largely based on micro electronics devices 

and are of surface mouth type. 

 

Further the advances in miniaturization of electronic hardware in 

general; which have been largely responsible for limited growth in professional 

component sector did not benefit the India component industry. The 

components used in computers, telecommunications, etc.., did not attract any 

significant investments and the production base in these areas continued to be 

very weak is India. However, industry relating to professional grade PCBs and 

connectors improved their export performance. 

 

 CONTROL INSTRUMENTATION AND AUTOMATION IN 

       INDUSTRY SECTOR 
 The use of electronic control and instrumentation results in productivity 

improvement, reduced maintenances costs and quality end products and 

consequently a contributes in overall development of core sectors such as steel, 

mining, textile, suet, paper and pulp, tool processing etc..,  

 

In real time control system, the trend is towards open control system (OCSs). 

OCSs are key to harnessing the rising tide to technological innovations, while 

at the same time preserving an industry’s investment in existing equipment. 

 

           An OCS produces numerous benefits to process industry, including the 

flexibility to selected best in class hardware, ATM based networks database, 

applications, and field deduces. Integration of control and business information 

has been a challenge for process industry, attempting to adopt sales order 

driven manufacturing philosophy.  
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           Computer integration manufacturing and dye house. Automation is 

current trend for the textile industry. An effort is being made to retrofit 

microprocessor based control, instrumentation and automation systems as well 

as to introduce MIS packages in the textile industry. 

During the year 2001-2002, instrumentation sector production is estimated Rs 

4,100 crores. 

 COMMUNICATION AND BROADCASTING SECTOR: 

Communication sector include non-public network telecom industry, 

two-way radio communication, user specific transmission, switching, terminal 

equipment broadcast and cable TV equipment. Now telecom policy being 

drafted to address the various bottlenecks and issues related basic telecom and 

collector telephony services.  

             The production of communication and broadcasting during 2001-2001 

is estimated to be of the order of Rs 4,900 crores as compared to production of 

Rs 3,950 crore in 1999-2000.  

           Broadcast sector is undergoing technological revolution through the 

advent of technologies such as digital video Broadcasting (DVB) digital video 

compression (MPEG-2), digital storages and retrieval systems, etc., there are 

already 70,000 cable operators and 2crores cable-homes in India. The 

infrastructure of communication and broadcasting is fast expanding in the 

country. 

The business and manufacturing activities are expected to further grown. 

Since  up linking in phased manner by Indian broadcasters with foreign equity 

less than 20%. Internet service provider (ISP) licenses have been given to 

private sector and it will boost Internet and information technology, private 

investment and information technology. 
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 COMPONENTS AND MATERIALS: 

 Generally Linked to the fortunes of the consumer electronics sector, 

Components have reached a level of Rs.21,500 million by 1982. After a 

Modest growth in the seventies, components production gained in the Eighties 

to reach its current position. 

 In the early seventies, raw materials import was recommended till New 

technology was indigenously developed, especially for TV factories, MSI/LSI 

circuits, UHF/microwave diodes, liquid crystals etc.,  IC’s were developed at 

CEERI, pilani while work on Servo Components carried out at ECIL 

production of components till 1974 was Works worth Rs.720 million. 

Production of various capacitors, resistors and potentiometers increased since 

1976.  SSUs also started production both passive and electronic components by 

77. PCB Switches and connectors were being manufactured locally. By 1991 

production of LED’s ICDS and PITs eliminated photo electric cells Began in 

small way. Some price increase was visible in plastic film Capacitors, receiving 

values transmitting tubes and carbon filters transistors, Overall production has 

been Rs.1960 million at the end of the year. 

 

    The Telecom Sector helped electronic component sector in 

maintaining in 1992 even though formed moderately, presently, satellite 

television and Telecom sector are expected to help electronic component 

industry. Production of components at the end of 1982 was valued is Rs.21, 

500. The output of the Electronic Hardware Industry in India is worth $11.6Bn 

at present. The breakup of production in various segments the industry is as 

shown below: 
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Table: 2.1 INDIAN ELECTRONICS INDUSTRTY EXPORTS  

Electronics & IT production (Calendar Year) 
(Rs.crore)       

Item 2,002 2,003 2,004 2,005 2,006 2007* 

Consumer 
Electronics 

13,580 14,850 16,500 17,500 19,500 21,880 

Industrial 
Electronics 

5,400 5,980 8,300 8,600 10,100 11,560 

Computers 4,180 6,600 8,680 10,500 12,500 15,500 

Communication 
& 

Broadcast . 

4,800 5,150 4,770 6,300 9,200 13,150 

Strategic 
Electronics 

2,330 2,670 2,850 3,070 4,500 5,700 

Components 6,510 7,450 8,700 8,530 8,600 9,320 

Sub-Total 36,800 42,700 49,800 54,500 64,400 77,110 

Software  for 
Export 

44,000 55,000 75,000 97,000 132,025 157,500 

Domestic 
Software 

12,000 15,500 20,500 27,000 35,150 44,730 

Total 92,800 113,200 145,300 178,500 231,575 279,340 

* Estimated       

Electronic & IT Production (Financial Year) 
(Rs.Crore)       

Item 2002-
03 

2003-04 2004-05 2005-06 2006-07 2007-
08 

Consumer 
Electronics 

13,800 15,200 16,800 18,000 20,000 22,500 

Industrial 
Electronics 

5,500 6,100 8,300 8,800 10,400 11,950 

Computers 4,250 6,800 8,800 10,800 12,800 16,400 

Communication 
& 

Broadcast 

4,800 5,350 4,800 7,000 9,500 14,350 

Strategic 
Electronics 2,500 2,750 3,000 3,200 4,500 6,100 

Components 6,600 7,600 8,800 8,800 8,800 9,500 

Subtotal 37,500 43,800 50,500 56,600 66,000 80,800 

Software  for 
export 46,100 58,240 80,180 104,100 144,000 163,000 

Domestic 
software 13,400 16,250 21,740 29,600 37,000 47,300 

Total 97,000 118,290 152,420 190,300 244,000 291,100 
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* Estimated       

Electronic & IT Exports 

(Rescore)       

Item 2002-
03 

2003-04 2004-05 2005-06 2006-07 2007-
08 

Consumer 
Electronics 

750 825 1,150 2,000 1,500 1,784 

Industrial 
Electronics 

1,400 1,515 1,500 2,300 3,000 3,630 

Computers 550 1,440 1,200 1,025 1,500 1,928 

Communication 
& 

Broadcast Eqpt 

500 165 350 500 650 694 

Components 2,400 3,755 3,800 3,800 5,850 6,725 

Subtotal 5,600 7,700 8,000 9,625 12,500 12,700 

Software  for 
export 46,100 58,240 80,180 104,100 144,000 163,000 

Domestic 
software 51,700 65,940 88,180 113,725 153,500 175,700 

* Estimated       

 

 PRODUCTION PROFILE: 

 Production of electronics equipment during the late 60’s and early 70’s 

was restricted to consumer and entertainment electronics, electronic 

components and certain defense and aerospace equipment. During 1970-80, 

there was a marked focus on establishing indigenous R&D and production 

capabilities, besides selling up units in the small sector. 

 In the public sector, BEL was permitted to import color picture tube 

(CRT’s) from RPA countries, while ECH was granted permission to 

manufacture small and medium-sized computers. The TDC 12 systems were 

completed or ECH by 1972-73 after which they started developing 32-bit 

computers. 

 The period 1980-84 is significance from the point of view of 

Liberalization and self-reliance, and most essential for the drawn of the 

‘computer era’ in India. This period also saw the advance of color TV 
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Transmission, followed an upsurge in the consumer electronic industry, 

especially the TV Industry. 

 CAPACITORS: 

 Capacitor is a device which can store electronic charge or energy in it. 

Capacitance is the capacity of the capacitor to store this charge. Charge is 

simply the electrical energy with some polarity, positive or negative. Unlike in 

magnetism these two opposite charge can exist independently. Anybody can be 

charge electrically by friction of electro static introduction whose principle 

states that “when a charged body is brought near an uncharged body then the 

uncharged will develop a charge which is opposite to the charge present in the 

charged body”. 

 This charge in the body is essentially static in the present case and is 

different from the free charges present in Conductors (dynamic charges, whose 

motion constitute a current). Under normal conditions a body will have zero net 

charge sense the charges present in it are aligned in such a way to cancel each 

other’s effect. When an external force like voltage is applied these charges drift 

from their normal are equilibrium position and align towards the applied force 

resulting in all like charges (say + ve) aliened in one direction and the other 

like charges (- ve) in the other direction with respect to the applied force. Thus 

we say that the body is charged (polarized). 

a) MANUFACTURE OF CAPACITORS: 

The first capacitor with considerable capacitance is “Leyden jar” 

invented by Leyden in 1745. It consisted of glass vial containing water and 

plugged with a cork trough which a nail passed to touch the water. The water 

constituted one electrode0, the other provided by the hand which held the vial. 

               The potent of this was only a small fraction of amount frequently 

required in present day electronic circuit. Also Leyden jars occupy very large 

space. A  Leyden jar of one micro farad would be as big as an office elevator. 

But this provided the basic concepts of capacitor and further study made it 

possible to have various types of capacitors to meet the circuit requirements. 
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                Since more than any other factor, the nature on condition of the 

dielectric determines the characteristics as capacitor; study of various 

dielectrics was encouraged. This study revealed that each dielectric had a factor 

with which it affects the capacitance for give dimensions. This  factors was 

called ‘dielectric constant ‘ and was measured relative to air whose dielectric of 

3 could store 3 times the charge that can be stored when air is used a dielectric. 

Hence naturally, dielectrics of greater dielectrics constant were demanded and 

studies. This resulted in the development of various types of capacitors using 

various types of dielectric. 

Each had its own advantages mainly because their dielectrics. A simple 

capacitor would have two parallel conductors separated by an insulator called 

dielectric. 

                Charging or strong energy in a capacitor is done by applying in 

electrical force or voltage between two parallel plats or conductors. The static 

charges present in the dielectric areas displaced from equilibrium position 

towards the applied force but will always come under a restoring force which 

tend to pull them back to equilibrium position. The placement is complete, the 

capacitor is charged. 

               Charging of capacitor takes place when the two conductors of the 

charged capacitor are shorted. The displaced charged would then return to their 

equilibrium position due to restoring force. Hence the capacitor is discharged. 

               Here note that charging is similar to storing of potential energy (in the 

form of configuration a wounded spring. Also, note that time is required for the 

displacement of charges for charging and discharging. This is important in 

study of circuit transients. 

               Presently there are various types of capacitors available in the market 

each having its own applications and advantages. All this capacitors vary 

essentially in the dielectric material they contain since the capacitor 

characteristics and capacitance depends on dielectric than any other factor. The 

names acquired such as Paper, Mica, Air, Electrolytic etc. 
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b) ALUMINUM ELECTROLYTIC CAPACITORS: 

     Aluminum electrolytic capacitors are efficient compare with other 

capacitors, offer the lowest cost for microfarad of the four primaries dielectric-

electric-ceramic/tantalum/aluminum and DC film. 

                   In the past aluminum electrolytic capacitors have been known for 

their limited shelf life and poor low-temperature characteristics. Because of 

this, they are traditionally used in short shelf life electronic equipment with 

emphasis upon consumer audio and video imaging products. 

In recent years, however, significance improvements have been realized, 

and both of these historical shortcomings have been improved upon, so that 

aluminum capacitors are now used in applications that also includes. 

Computers printed circuit boards, modern cords, baltely chdiyeli. (01cellular 

phone/PDA’s, air bad circuits/lighting ballasts and medical electronic devices.  

c) MARKET SIZE AND COMPETITIONS: 

 Pauman ok publications / Inc. extirpate that in 2002/ the global market 

for aluminum Electrolytic capacitors will be worth approximately $3.3 Billion 

USD with approximately 80 billion pieces consumed. 

 Historically production of aluminum electrolytic capacitors developed in 

conjunction with increased production on consumer audio and video Imaging 

equipment with emphasis upon television sets, computer Monitors, stereo 

equipment and modern telephones-products which are: 

 PRODUCT PRIMARILY IN ASIA 

 In 2002, it is estimated that 90% of global aluminum electrolytic 

capacitor production will occur in Japan, China, Taiwan and other countries in 

Asia region outside of Japan. The major manufacturers of aluminum 

electrolytic capacitors are Japanese and include Nippon Chemi-con, Rubicon 

and Panasonic. 

 In Europe and the United States, aluminum electrolytic capacitor 

production is limited and centered on the supply of aluminum capacitors for 

computer terminals and for especially motor start product lines. European 



 29 

manufactures of aluminum capacitors include BC components Belgium, BHC 

Aerocox (U.K), EPCOS (Germany) and Vishay-Roedersteing (Portugal).  

US Producers of aluminum capacitors are also quite limited with Cornel 

dubiler (South Carolina), BC Components (South Carolina) and Nippon 

cemicon (UCC-Michigan) the major domestic manufactures. 

a) VOLTAGE RATING: 

The majority of aluminum electrolytic capacitors are employed at 

Voltage from 6.3 volts to 50 colts, with particular emphasis on the popular 16 

volt parts. However, voltages of motor starts aluminum electrolytic capacitors 

can be high as 220V, 450V, and 600V. S aluminum’s will generally run the 

gamut with respect to voltage. One of the unique aspects of aluminum 

electrolytic capacitors is their ability to offer high capacitance and high voltage 

in the same package. The only other type of capacitor that can accomplish this 

is the power film capacitor, but at a much higher price. 

 

b) CONFIGURATION: 

 Aluminum electrolytic capacitors are available in leaded and surface 

mount configurations. Surface mount aluminum electrolytic are still only a 

small portion of the business companies that dominate the supply of surface 

amount aluminum electrolytic include Nichicom and Nippon industries through 

NIC components.  

The bulk of sales of aluminum electrolytic capacitors continue to be radial 

leaded devices. Radial leaded devices are future dichotomized between 

standard radial, snap-in screw terminal. Dual and single-leaded anneal designs 

are also available. 

 In most consumer electronic applications, capacitance values less that 

1000Mew are generally radial leaded surface mount in design; capacitance 

values from 1000Mf to  4,700 Mf are generally of multipoint snap in design; 

and product with values greater than 4,700 Mf are usually screw 

terminal(Computer Grade). 
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 Surface mount aluminum electrolytic capacitors topically fall into the 

0Mf to 47Mf range and are generally found in large numbers only in personal 

computer and modern cards, although these parts have been noted in smaller 

number on the computer add-on cards as video’s and sound cards for DVD 

players and consumer entertainment boards. 

c) CONSTRUCTION: 

 The construction of aluminum electrolytic capacitors requires high 

purity aluminum foil for the anode and the cathode, which is usually supplied 

by KDK, JCC Becromal or Satma. Anode foils accounts for the higher costs 

associated with producing aluminum electrolytic capacitors. The foil is etched 

into tunnels that provided a surface area for the formation of aluminum oxide, 

which provides the capacitance. 
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 PROFILE OF INCAP LIMITED COMPANY 
  

 

                        INCAP capacitors limited was incorporated in the year1990 in 

Andhra Pradesh at Nidamanuru in Vijayawada as a Public Limited Company 

and obtained certificate of commencement of business on 30/05/1990. It is 

located on NH-5, and connected by rail, road, water and air. 

PROMOTERS: 

 INCAP Limited is promoted by first’s generation entrepreneurs Sri C. 

Bhagvantha Rao, Sri K.Srinivas Rao, Sri K.Ramakoteswara Rao, Sri 

V.V.V.Satyanarayana and Sri A.V.S.Prakash. 

 The Chief promoter C.Bhagvantha Rao a post graduate in Commerce 

has about 15 years of experience in financial management, and Exports and 

general Krishnaveni Agro Oil Products Ltd., before promoting INCAP limited. 

 Sri K.Ramakoteswara Rao, a post graduate in mechanical engineering 

worked in various capacities from 1981-1991 in BHEL. He has gained well 

experience in design during said period and has been associated with erection 

and commissioning groups. 

 Sri K. Srinivasa Rao is- a Agriculturist, and does not have any 

Qualifications. Formally he was a director in Krishnaveni Agro Oil Products 

Ltd., Sri V.V.V. Satyanarayana, a graduate in electronics and 

telecommunications engineering. 

The Main Objective of INCAP LTD: 

To carry on business of development, manufacture, buy, sell, deal, 

import and export of the aluminum electrolytic capacitors and to manufacture, 

buy, sell, export, deal in, assemble, fit, repair, convert, Overhaul, alter maintain 

all types of capacitors used in electronic component device equipment and 
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appliances, equipment such as TV Transmitters, tape recorder, broadcast relay 

object to the laws of the land as applicable in this respect from time to time and 

reception equipment ideographs and other equipment used in and/or for audio 

and visual communications. 

 

 

 MANAGEMENT: 

 The Management of INCAP is headed by the board of directors under 

the chairmanship of Sri Warlu. The day to day operations of the company are 

looked after by Sri C.Bhagavantha Rao, Management Director. He is assisted 

by Sri K.Ramakoteswara Rao, whole time Director, P.Rama Rao, Sri M.N.Rao, 

Sri M. Prabhakar Rao, were inducted in the board. 

 Sri P.Rama Rao, Managing Director Advanced Radio Masts Limited, 

has 15 years of experience in designing and manufacturing of antennas, duplex 

Filters, and Sri M.Prabhakar Rao is a post graduate in anatomy and M.D. of 

Nuziveedu Seeds Private Limited. 

 CUSTOMER OF INCAP LIMITED: 

• Telecom Sector: 

• Bharati Telecom 

• Tata Telecom 

• Indian Telephone Industry 

• Audio – Video Sector: 

• Videocon 

• BPL 

• Sony 

• Onida 

• Hanja 
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• Telco and many  others, 

 

 

 

 

 INCAP’S COLLABORATOR: 

 The Company has purchased free hold land of 2.5 acres and the same is 

sufficient for the project. The necessary deeds for the transfer of land in favor 

of company have been executed civil work for factory as well as non-Factory 

building was completed. The company’s building has a plinth area of 

2700sq.meters (approx.) and the type of construction is RCC with false selling 

and vinyl flooring. 

a) PLANT & MACHINARY: 

 The main plant and machinery is a automatic slitting machine, 

Automatic switching machines, winding machines and assembling machines 

with (or) without impregnation of facility, slaving machine, testing machine 

etc. The machinery has supplied by M/s Lelon electronics Corporation, Taiwan 

& M/s UFO Company Ltd., Japan. The indigenous machines comprises of 

regulated power supplies, belongs low and high temperature chamber, two 

125KVDA diesel generator set and air conditioning plant. 

b) MAN POWER: 

 The total employee of INCAP was 174. The employees were divided 

into various departments. 

  Production Department  = 94 

  Maintenance Department  = 21 

  Quality Control Department = 20 

  P. P. C. Stores   = 13 

  Administration Department  = 26 

  Total Employees   = 174 
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 The company must give the training to every employee, when the new 

employee joins the company gives the 7 days training every month. Company 

gives the training to the employees every month. 

c) RAW MATERIALS: 

 The Raw materials required in the process are aluminum (AL) foils 

(with or without oxide costing) of 99.99% purity, tissue paper also of 99.99% 

purity, electrolytic (ethylene glycol) Alcan, rubber bungs and PVC Sleeves. 

 The anode and cathode foils  though made of an AL differ from 

each other in the following way. The anode AL foils will have and anode in the 

Electrolytic process. 

 This coating is just to be an AL foil but an etched one. Etching is a 

process of removing some metal on the surface of the foil (not much that it 

makes a hole on the foil). This will and cathode foils thus controls the 

capacitance value. 

d) PRELIMINARY REQUIREMENTS: 

 Before the actual process is started, some requirements have to be met. 

These are essential to see the manufacturing process goes on continuously 

without interception. The requirements are: 

• Slitting of anode & Cathode foils with required width. 

• Slitting of capacitors paper with required width. 

• Lead – Tab making 

• Lead – Tab Treatment 

• Rubber Seal  Treatment 

• Electrolytic preparation 

• Specification printing on PVC staves 
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e) TECHNOLOGY AND TECHNICAL COLLABORATION: 

 The Project is being implemented with technical know from M/s Lelon 

electronic corporation, Taiwan, who are also one of the suppliers of imported 

equipment. The collaboration agreement with equality participation by RBI 

vides is letter dated 21/10/1992. 

 They export nearly 85% of their production to USA, SINGAPORE, and 

MALASIA AND HONGKONG. LEC has an associate company which is 

mainly engaged in the manufacture of equipment included to provide technical 

assistance including drawings to erect technical and install the Plant & 

Machinery to supervise the production till it achieves 90% capacity utilizing 

the quality maintenance assisting in establishing R & D continue to provide 

improvements and developments in technology and training the technical staff 

etc. 

STRENGTHS: 

 Quality of the product 

 Good R&D Department 

 Personal Contacts with Customers 

 Technical support from lelon electronics, Taiwan 

WEAKNESS: 

• Dependent on imports for raw material 

• Currency fluctuation affects input costs 

• Location of the unit 

COMPETITORS: 

• Keltron 

• Punsumi 

• BC Components 

• Imported sources 
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PLANT LOCATION ADVANTAGES: 

 The Project is setup at village Nidamanuru, Krishna District, Andhra 

Pradesh on national highway no.5 and is about 12 kms from the city of 

Vijayawada and it is well connected by road and rail and has the necessary 

infrastructure. INCAP has the following favorable location factors. 

• It is connected to national highway no.5 with railway link and airways. 

• Availability of cheap manpower. 

• Availability of fuel and power. 

• Availability of water 

• Climatic conditions 

• Financial aids (A.P Government given a subsidy of 15 lakhs on total 

cost of the project.) 

• Good community attitudes. 

• Presence of other allied industries around it. 

• Good facilities for expansion. 

INDUSTRY WEEK: 

 So when turnover is excessive or when it involves valuable 

performances, it can be a disruptive factor, hindering the organizations 

effectiveness. So every organization has to take measures to see to it that the 

turnover rate especially that the performers in the organization is minimized. 

a) Employees left in the year 2014-15: 
Helper trainee – 27     (less than 1yr – 5yr) 
            1yr exp to 10 
            2yr exp to 1 
            6yr exp to 1 
 
Operator trainee 5     (less than 1yr – 4yr) 
            2yr exp to 1 
            5yr exp to 1 
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Operator  2     (1 yr experience) 
            5yr exp 
 
Supervisor 1     (4yr experience)  
 
b) Maintenance Department 
Operator  2     (3yr exp) 
       (6yr exp) 
 
Helper Trainee2     (less than 1yr exp - 1) 
       (6yr exp)  
 
Supervisor 3     (7 yr exp – 1, 1 yr exp – 2) 
 
 
c) Ppe / Stored Department 
Helper Trainee     (1 yr experience) 
       (7yr exp)  
 
 
d) Maintenance Department 
Helper Trainee     6     (less than 1 yr to 4) 
       1 yr exp to 2 
 
Operator 2     (4yr exp. 7 yr exp) 
 
Supervisor 2     (less than 1yr exp) 

(3 yr exp) 
 
 
 
e) Employees left in the year 2019-14 
 
Production Department 
Helper Trainee9     (less than 1yr – 4yr) 
       3 yr exp to 4.2yr exp - 1  
 
Operator  17     (less than exp 9) 
       (1 yr exp to 3, 3yr exp – 3) 
f) Maintenance Department 
Operator 2     (1yr exp) 
 
Supervisor 6     (1 yr exp – 3, 5 yr exp – 1) 
 
g) Ppe/Stored Department 
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Helper Trainee 1    (1 yr exp)   
        (Less than 1 yr exp)  
 
h) Quality Assurance Department 
Operator  7    (less than yr exp - 3) 
       (1 yr exp to 3, 3yr exp – 1) 
 
 
From the above data: 
 
YEAR    NUMBER OF PEOPLE LEFT 
2002-03     54 
2003-04     44 
 
 

It can also be observed that, employees who have not completed one year yet in 

the company are leaving the firm, this indicates: 

 Newly joined workers are not properly imbibed into the firm they are 

not being acquainted to the culture of the firm if this continues: 

 The firm’s fame as an employer may be an affected and sends wrong 

signals outside, as a result of which qualified persons may stay away from 

joining into the firm. 

 
 CAUSES OF THE PROBLEMS: 
 
 The following causes have been carefully determined by holding 

discussions with different employees belonging to different departments: 

 
 
a) UNRELATED JOBS: 
  

The majority of the employees find that the jobs they are presently doing 

are comparatively unrelated to their qualification. 

 
 
FOR EXAMPLES: 
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 A technically qualified I.T.I person has to perform Jig-loading which 

any unqualified person can do. Secondly an electronics graduate is placed in 

the ppc. 
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                 THEORETICAL FRAMEWORK 

                                            INTRODUCTION 

FUNDS FLOW ANALYSIS 

Significant technique of financial analysis is ‘Funds Flow Analysis’. It is 

designed to highlight changes in the financial condition of a business concern between 

two points of time which generally conform to beginning and ending financial 

statement dates. Funds flow statement is also termed as a ‘statement of sources and 

applications of funds’, ‘statement of funds supplied and applied’, ‘statement of funds 

Generated and expended, ‘where got and where gone statement’, funds statement. 

                    The following are the definitions of funds flow statement.  

R.N.ANTONY  

         “The funds flow statement described the sources from which additional funds 

were derived and the used to which these funds are put.”  

R.N.FOUIK 

       “A Statement of sources and application of funds in technical device designed to 

analyze the charges in the financial condition of a business between two dates.”  
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BIERMAN  

“It is a statement which highlights the underlying financial movements and 

explains the changes of working capital from one point of time to another.” 

These, funds flow statement is report which summarizes the events taking 

place between the two accounting periods. It spells out the sources from which funds 

were derived and the use to which these funds were put. This statement in essentially 

derived from an analysis of the changes that have occurred in assets and liabilities 

item between two balance sheets dates. In this statement only the net changes are 

shown that the outcome of a transaction on of a series of transactions upon the 

financial conditions of a business enterprise in reflected more sharply. 

 

CONCEPTS OF FUNDS  

The term  ‘funds’ have a variety of meaning. Some people take funds 

synonymous to cash, and to them there is no difference between a cash flow statement 

prepared on the basis and a fund flow statement. While other  include marketable 

securities and cash to constitute business funds.  How ever the most common 

definition of the term ‘Fund’ is ‘working capital’ or net ‘current assets’. Thus The 

difference between current and current liabilities is called funds.  

SIGNIFICANCE OF FUNDS FLOW STATEMENT:  

         Funds flow statement is an important tool of financial analysis. The utility of the 

funds flow statement sterns form the fact that it enable management, shareholder, 

investors, creditors and other interested in the enterprise to evaluate the user of funds 

by the enterprise to evaluate the user of funds by the enterprise to evaluate the user of 

funds by the enterprise. and to determine how these funds are financed.  
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USEFUL IN DECISION MAKING TO THE MANAGER  

The funds flow statement services as valuable tool of financial analysis to the 

finance manager. It helps in understanding the financial stability and efficiency of 

financial policies of management.  

Decision relating to Financing 

 With the help of the funds flow statement, the analyst can evaluate the 

financing pattern of the enterprise. An analysis of the major sources of funds in the 

part reveals what portion of the growth was finance internally and what portion 

externally. The statement is also measuring for judging whether the company has 

grown as too fast a rate, credit has increased out of proportion to expansion in current 

assets and sales. If trade credit has increased at relatively high rate one would wish to 

evaluate the consequences of slowness in trade payments on the credit standing of the 

company and its ability to finance in future.  

 

Decision of capitalization:  

The funds flow statement serves as hand maid to the financial manager in 

deciding the making up of capitalization. Estimated user of funds for new fixed assets, 

working capital, dividends and repayment of debt are made for each of several futures 

years. Estimates are made for each of several future years. Estimate is made of the 

funds to be provided by operations and the balance must be obtained by barrowing or 

issuance of new securities. If the indicated amount of new funds required is greater 

than what the financial Manager thinks possible to raise, then plans for new fixed 

assets acquisition and the dividend policies are re-examined so that the Use of the 

funds can be brought into balance with the anticipated sources of financing them. In 

particular funds statements are very useful in planning intermediate and long tern 

financing.  
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USES OF FUNDS FLOW STATEMENT 

 Funds flow statement helps the financial analyst in having a more detailed 

analysis and understanding of changes in the distribution of resources between two 

balance sheet dates. In case such study is required regarding the future working 

capital position of the company, a projected funds flow statement can be prepared. 

The uses are as follows.  

 It explains financial consequences of balances operation funds flow statement 

provides a ready access or many conflicting Situations such as.  

 Why the liquidity position of business is becoming more and more unbalanced  

 How was it possible to distribute dividends in excess of current  

earnings or in the presence of net loss for the period.  

 Where have the profits gone. 

 How the business could have good liquid position in spite of business making 

losses (or) acquisition of funds assets.  

 

The financial analyst can find out answers to a number of intricate Questions.  

 What are the sources of payment of loan taken.  

 What is the overall credit worthiness of the enterprise.  

 How much funds are generated through normal business operation.  

 What way the management has utilized the. funds in the part and  

 What are going to be likely uses of funds. 
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 Funds flow Statement  

 

Flow of funds is indicated by                     

No flow of funds is indicated by  

 

 

MEANING AND TYPES OF FINANCIAL STATEMENTS  

A financial statement is an organized collection of data. According to logical 

and consistent accounting procedures its purpose is to convey and understanding or 

some financial aspects of business firm. It may show a position at a moment of time 

as, in the case of a balance sheet or may reveal a series of activities ones a given 

period of time, as in the case of an Income statement.  

          Financial statement analysis when used carefully, can produce meaningful 

insights about a company’s, financial information and its prospects .for the future. 

However, the analyst must be aware of certain important considerations about 

financial statements and the use of these analytical tools. For example, the dollar 
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amounts for many types of assets and other financial statement items are usually 

based on historical costs and thus do not reflect replacement costs or inflationary 

adjustments. Furthermore, financial statements contain estimates of numerous items. 

John Myor, “Financial Statement analysis is largely a study of relationship among the 

various financial factors in a business as disclosed by single set of statements and a 

study of the trend of these factors’ as shown in a series of statements.  

Thus the financial statement generally refers to, four financial statements.  

 Income Statement  

 Eealance Sheet Of course a business may also prepare profit & loss account.  

 Statement of retained earnings. 

 A statement of changes in financial position.  

 

                                                    Financial Statement 

 
Income      Balance   Statement of  Statement of  

Statement        Sheet   retained earning       charges  

STATEMENT OF CHANGES IN FINANCIAL POSITION 

The Balance Sheet shows the financial condition of the business at a particular 

moment of time, while the income statement discloses the result of operating of 

business ones a period of time. How ever for a better understanding of the affairs of 

the business it is essential to identify the movement of working capital or cash in and 

out of the business this information is available in the statement of changes in 

financial position of the business.  

 Change in working capital position in such a case the statement in termed 

(SCFP) or funds flow statement.  

 Change in cash position in such a case the statement in termed as SCFP (or) 

cash flow statement.  
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 Change in overall financial position. In such a case the statement is termed as 

statement of changes in financial position. 

This will help him in making better estimates about the company’s financial 

position and policies.  

FINANCIAL ANALYSIS:  

Financial analysis is highly essential to understand the efficiency and financial 

position of the center pries.  

The term ‘Analyses’ means  methodical clarification of the data provided in 

the financial statements. ‘Analysis’ and ‘Interpretation’ are complementary to each 

other Interpretation requires analysis, while analysis is useless without interpretation. 

The term ‘Analysis’ to cover the meanings of analysis and interpretation, since 

analysis involves  interpretation.  

 

 

 

 

Myres States 

     “Financial statement analysis is largely a study of the relationship among. The 

various financial  factors in a business as disclosed by a single set of a statements and 

a study of the trend of these factors as shown in a series of statements”.  

TYPES OF FINANCIAL ANALYSIS  

We can classify various types of financial analysis in to different categories 

depending upon.  

 The material used 
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 The method of operation fallowed in the analysis of the modus operandi of 

analysis.  

                                             TYPES OF FINANCIAL ANALYSIS 

 

ON THE BASIS OF MATERIAL USED 

According to mate Hal used financial analysis can be classified two types.  

1. External analysis  

2. Internal analysis.  

 

1. EXTERNAL ANALYSIS  

It is the analysis by outsiders who don’t have access to the detailed internal 

accounting records of the business firm, these outsiders include investors, Potential 

investors, Potential creditors and government agencies, credit agencies and the 

general public. For the financial analysis, the external parties to the firm depend 

almost entirely on the published financial statements. External analysis only serves for 

limited purpose. How ever the recent changes in the Government regulations 

requiring business firm to make available more detailed information to the public 

through audited published account have considerably improved the position of the 

External analysis.  
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2. INTERNAL ANALYSIS  

The analysis conducted by person who has access to the financial accounting 

records of a business firm is known as internal analysis. Such an analysis can there 

fore be performed by executive and employee.   

ON THE BASIS OF MATTERIAL USED.  

Organization as well as Government agencies which have statutory power 

rested in these financial analysis for managerial purpose is the internal type of 

analysis that can be affected depending upon the purpose be achieved.  

ON THE BASIS OF MODUS OPERANDI  

This analysis also classification in to two types  

1) Horizontal Analysis  

2) Vertical Analysis  

 

 

 

1. HORIZONTAL ANALYSIS  

             Horizontal analysis refers to the comparison of financial data of a company 

for several years. The figure for this type of Analysis are presented Horizontal- over, a 

no of columns. The figures of the various years are compared with standard or base 

year. A base year is a year chosen as beginning point. This type of analysis is also 

called dynamic as it is based on the data from year rather that an data from any one 

year.  

Horizontal analysis means it possible to focus attention on items that have 

changed significantly during the period under review comparison of an item over 
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several periods with a base year may show a trend development comparative 

statement and trend percentage are two tools employed in Horizontal analysis.  

          Since this reflects changes in financial position of the company over a long 

period of time it comprises:  

1. Comparison of the financial statements of different years of the same business unit.  

2. Comparison of financial statement .of a particular year of different business units.  

2. VERTICAL ANALYSIS 

Vertical analysis is refers to the study of the various items in the financial 

statement of one accounting period. In this type of analysis of the figure from 

financial statement of a year are compared with a. base select from the same year 

statement. It is also known as “Static analysis” common size financial statement and 

financial ratios are two tools employed in Vertical Analysis.  

Since Vertical Analysis consider data for one time period only it is very 

conductive to a proper analysis of financial statement. However may be used along 

with horizontal analysis to make it more effective and meaningful.  

 

 

METHODS (OR) EVICES OF FINANCIAL ANALYSIS 

           The analysis and interpretation of financial statement is used to determine the 

financial position and result of operations as well. A number of methods (or) devices 

are used to study the relationship between different statements. An effort is made to 

use those devices which clearly analysis are generally used. 

(i) Comparative statement  

(ii) Common size statement  

(iii) Trend analysis  

(iv) Funds flow statement  
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(v) Cash flow statement  

(vi) Ratio analysis 

FROMS  OF WORKING CAPITAL  

1. Gross Working Capital  

2. Net Working  Capital  

3. Permanent Working  Capital  

4. Temporary Working Capital 

1. GROSS WORKING CAPITAL 

It refers to the companies investments in current assets which can be converted 

into cash with in one year (or) in an accounting year. It includes cash, short term 

securities.  

Working capital is necessary to run a business firm and to meet day-today 

expenses. Cash is generated through sales which is possible with the investment in 

inputs such as raw materials, consumables, labour etc hence working capital is 

necessary for acquiring inputs. 

Gross working capital focus on two aspects of current assets  management.  

 

(I) How to optimize current assets 

      (ii) How current assets should be financed 

The financial manager should have knowledge of the sources of working 

capital funds as well as investment revenue where idle funds may be temporarily 

invested.  

2. NET WORKING CAPITAL  

It refers to excess of current assets over current liability i.e. difference between 

current assets and current liabilities. Current liabilities are those claims of outsiders. 

Which are expected to mature of payment. with in accounting expenses. Net working 



 53 

Capital may be positive or negative. A present working capital will arise when current 

assets are exceed current liabilities.  

A net working capital will occur when current liabilities are in excess of 

current assets. 

Net working capital is a qualitative concept of indicators the liquidity position 

of the company and suggests the extent to which working capital.  

PERMANENT WORKING CAPITAL  

It refers to the minimum level of current assets, which is continuously required 

by the company to carry out the business operations. Permanent working capital is 

also known as fixed working capital. It is payment in the are way as the company’s 

fixed assets are depending up on the changes in production and sales. The need for 

working capital ones and above permanent working capital will fluctuation.  

TEMPORARY WORKING CAPITAL 

It refers to that part of total working capital which required by business over 

and above permanent working capital. The extra working capital needed to support 

the changing production and sales activities. It is also called ‘Variable working 

capital’.  

 

ELEMENTS IN WORKING CAPITAL 

(a) Current Assets. 

The term current asset includes assets which are acquired with the  

I’ intention of converting them in to cash during the normal business  

operation of the company. However, the definition of the current assets has been 

given by Grady in the following words. For accounting purpose, the term Current 

assets is used to designate cash and other assets or resources commonly identified on, 

those which are reasonable expected to be realized in cash or sold or ‘consumed 

during the normal operating cycle of the business.  
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The current assets are  

Cash including fixed deposit with bank  

Account receivables  

Inventory 

Prepaid expenses  

It should be noted that short term investment should be included in the 

definition of the term current assets while loose tools should be excluded from the 

category of current assets. Of course, this is not strictly accordingly to the 

requirements of the companies Act regarding presentation of financial statement 

where investments even though held temporarily are to be shown separately from 

current assets while loose tools are shown separately from current assets while loose 

tools are shown under the category of current assets. 

(b) Current Liabilities 

  The term Current Liabilities is used principally to designate such obligation 

whose liquidation is reasonably expected to require the use of assets classified as 

current assets in the same balance sheet or the operation of other current liability of 

those expected to be satisfied with in a relatively a short period of time usually one 

year. 

(i) Account payable  

(ii) Out standing expenses  

(iii) Bank overdraft  

(iv.) Short term loans  

(v) Advance payment received by business 

PROVISIONS AG1 (INST CURRENT ASSETS)  

Provision for doubtful debts, provision for loss on stock, provision for 

discount on debtors etc, are treated as current liabilities. Since they reduce the amount 

of current assets.  

NON-CURRENT ASSETS 
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All assets other than current assets come with in the category of non current 

assets include goodwill, land building, machinery, furniture long term investment, 

Patent rights, Trader marks, debt balance of the profit & loss account, discount on 

issue of debentures and preliminary expenses etc. 

NON-CURRENT LIABILITIES  

         All liability other than current liability comes with in the category of Noncurr9nt 

liabilities. They include share capital, long term loans, debentures, share premium, 

credit balance in the profit & loss Account. Revenue and capital reserve, dividend 

equalization fund, debentures sinking fund.  

Table 3.1 : LIST OF WORKING CAPITAL ACCOUNTS  

Current Liabilities  Current Assets 

1. Bills payable  

2. Sundry creditors (or) account payable  

3. Accrued (or) outstanding expenses  

4. Dividend payable  

5. Bank Overdraft  

6. Short term loans advances & deposits  

7. Provision against Current assets  

8. Provision for taxation  

9. Proposed dividend 

1. Cash in hand  

2. Cash at bank  

3. Bills receivable  

4. Sundry Debtors  

5. Short term loan and Advances.  

6. Temporary marketable investor  

7. Inventories or stocks such as  

(a) Raw material  

(b) Work in process  

(c Stores and spares  

8. Prepaid expenses 

Non Current Assets  Non Current Liabilities 

1. Good Will  

2. Land and Buildings  

3. Plant and Machinery  

4. Furniture and fitting  

5. Trade marks  

6. Patents  

1  Equity Capital  

2. Preference Capital  

3. Debentures  

4. Long term Liabilities  

5. Credit Balance of there profit and loan 

account  
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7. Long-term funds  

8. Debit balance and profit and loss 

account.  

9. Opening expenses 

6. Capital reserve  

7. Depreciation on Fixed Assets. 

 

FLOWOF FUNDS  

 

 

Preparation of funds flow statement  

1. Schedule of changes in working capital  

2. Funds flow statement  

SCHEDULE OF CHANGES IN WORKING CAPITAL 

The schedule of changes in working capital can be prepared by computing the 

current asset and current liabilities of two different balance sheet dates.  

SCHEDULE OF CHANGES IN WORKING CAPITAL  

   Changes 
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Items As on As on Increase Decrease 

Current assets  

Cash Balance  

Bank Balance  

Marketable Securities  

Account receivables  

Stock in trade  

Prepaid expenses  

Current Liabilities :-  

Bank Overdraft  

Out standing expenses  

Accounts payable  

Net Increase (or)  

Decrease in Working Capital 

   

RULES FOR PREPARING THE SCHEDULE 

i) Increase in a current assets, result in increase in working capital.  

ii) Decrease in a current asset result in decrease in working capital.  

iii) Increase in a current liability results in decrease in working capital.  

iv) Decrease in a current liability results in increase in working capital.  

FUNDS FLOW STATEMENT 

While preparing a funds flow statement current assets and current liabilities 

are to be ignored attention is to be given to change in fixed assets fixed liabilities. The 

statement may be prepared in fare following form. There will be no flow of funds if 

there transition involves . 

 

1. Current assets and fixed assets  

Ex: Purchasing of building for cash  

2. Current assets and capital  

Ex: issue of shares for cash.  

3. Current assets and fixed liability  
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Ex: Redemption of debentures in cash  

4. Current liabilities and fixed liabilities  

Ex: Credit paid off in debenture  

5. Current liability and capital  

Ex: Creditors paid of in shares  

6. Current liability and fixed assets  

Ex: Building transferred to creditors in satisfaction of their claim. There will .be no 

flow of funds if these transactions involves.  

i) Current assets and current liability  

Ex. Pay to creditors  

ii) Fixed assets and fixed liability  

Ex. Building purchased and payment made in debentures  

Lii) Fixed assets and capital.  

Ex. Building purchased and payment made in debentures.  

 

 

 

 

 

 

 

MEANING OF FUNDS FLOWS 

The term “Flow” means change and there fore the term “Flow of funds”  

means change in “Funds” or change in “Working capital” in other words any. increase 

or decrease in working capital means “Flow of Funds”.  

Funds Flow statement is also called as a “Statement of Source and Application 

of Funds” summary of financial operation etc.  

In business several transactions take place some of the transactions increase 

the funds while other decrease the funds some may not make any change in the funds 

position. In case a transaction results increase of funds. It will be termed as source of 

funds. Incase a transactions results in decrease of funds it will be taken as an 

application or use of funds. 
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PREPARATION OF FUNDS FLOW STATEMENT 

In order to prepare a Funds flow statement if it is necessary to find out the 

sources and “Application” of funds. 

SOURCES OF FUNDS 

Sources of funds can be divided in to two types 

1. Internal source  

2. External source  

INTERNAL SOURCE 

Funds from operation is the only internal source of funds how ever, the 

following adjustment will be required in the figure of net profit for finding our real 

funds from operation.  

i) Depreciation on Fixed assets  

ii) Preliminary expenses and good will written / off.  

iii) Contribution to debentures redemption fund transfer to general reserve.  

iv) Loss on sale of fixed assets.  

v) Provision for tax proposed dividend.  

EXTERNAL SOURCES  

a) Funds from long term loans:  

Long term loan such as debentures borrowing from financial institutions will 

increase the working capital and therefore, there will be Flow of Funds. However if 

the debenture have been issued in consideration of some fixed assets, there will be no 

flow of funds 

 b) State of fixed assets 

Sale of land, Building Long term investment will result in generation of funds.  

c) Funds from Increase in share capital  
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Issue of share for cash or for my other current assets result in increase in 

working capital and hence will be a flow of funds.  

APPLICATION OF’FUNDS 

The uses to  which funds are called application of funds. Following are same 

of the purpose for which funds may be used.  

 i) PURCHASE OF FIXED ASSETS 

Purchase of fixed assets such as land, Building Plant, Machinery long term 

investments etc, results in decrease of current assets. With out any decrease in current 

liabilities. Hence there will be a flow of funds. But in the case of debentures are 

issued for acquisition of fixed assets, there will be no Flow of funds. 

ii) PAYMENT OF DIVIDEND 

Payment of dividend result in decrease of fixed liability and therefore it affects 

funds generally recommendations of directors regarding declaration of dividends is 

simply taken as an appropriation of profit and not as an item effecting the working 

capital. 

  

iii) PAYMENT OF FIXED LIABILITY  

Payment of long term liability such as redemption of debentures of redemption 

of redeemable preference shares results in reduction of working capital and hence it is 

taken as application of fund.  

iv) PAYMENT OF TAX LIABILITY 

Provision for taxation is generally taken as an appreciation of profit and not as 

an application fund. But if the tax has been paid it will be taken as an application. 

v) INCREASE IN WORKING CAPITAL 
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Working capital is increased. If current assets  increase and current liability 

decrease. Funds are required in both the case i.e. in order to acquire  

more current assets or paying current liabilities and thus funds are said to have been 

applied pr used. 

STATEMENT OF SOURCES AND APPLICATION OF FUNDS FUNDS 

FROM OPERATIONS 

It is an internal sources of funds. A fund from operation is to be calculated as 

per this method. Funds from operation is the only internal source of funds some 

adjustments are to be made in calculating funds from operation to the net profit given 

in the financial statement. 

USEFUL AS CONTROL DEVICE 

The funds flow statement also serves as a control device in that the statement 

Compared with the budgeted figures will show to what extent the funds were put to 

use according to plan. This enables the financial manager to find out deviation form 

the planned course of action and taken remedial steps to correct the deviation. 

 

 

USEFUL TO THE EXTERNAL PARTIES 

The outside parties can have a clear knowledge about the financial policies 

that the company had purchased in the light of the information so supplied by the 

statement, the outsider can decide whether or not to invest in the enterprise and on 

what terms funds have to be invested. The funds flow statement provides an insight 

into the financial operation of a business enterprise an insight immensely Valuable to 

the finance manager in analyzing the part and future expansion plans of the enterprise 

and the impact of these plans on its liquidity. He can debut imbalance in the use of 

funds and undertake remedial actions. 

STATEMENTS SHOWING OF FUNDS FROM OPERATIONS 
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            Trading profits or the profits from operations of the business are the 

most important major sources or inflow of funds in the business as they increase 

assets but at the same time funds flow Out of business for expenses and cost of goods 

sold. Thus the net effect of operation will be a sources of funds if inflow from sales 

exceeds the outflow for expanses and cost of goods sold and vice-versa but it must be 

remembered that funds from operation do not necessarily mean the profit as shown by 

the profit & loss of a firm because there are many non- kind (or) Non operating items 

which may have been either debited or credited to profit & loss Account. The 

examples of such items on the debt side of a profit & loss Account are amortization of 

fictitious and intangible assets such as good will, preliminary expenses and discount 

on issue of share & debentures written off Appreciation of retained earnings such as 

transfer to reserve etc, depreciation and depletion loss and sale of fixed assets, 

payment of dividend etc. The Non-fund items are those which may be operational 

expenses but they do not affect funds of the business.  

 METHOD OF CALCULATING FUNDS FROM OPERATION 

 The first method is to prepare the Profit & loss A/c a fresh by taking in to 

Consideration only funds and operational items, which involve funds, are 

related to normal operation of the business. The balancing figures in this case 

will be either funds generated from operations or funds in operations 

depending up on. The income or audit side (or) profit & loss a/c Exceeds the 

expenses or debit side of profit & loss a/c or vice versa.  

 The second method which is generally used to precede from figure of net 

profit & loss account already prepared Funds from operations by this method 

can be calculated as under. 

ADJUSTED PROFIT AND LOSS ACCOUNT  

Particulars Amount Particulars Amount 

To Depreciation on Fixed 
Assets 

To Good Will written off 

XXX 

 
XXX 

By Opening Balance 

By Dividend received 

By Profit on sale of assets 

XXX 

XXX 
 
XXX 
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To preliminary Expenses 

To Transfer to general 
reverse 

To Payment of proposed 

Dividend 

To Provision for tax 

To Loss On tale of assts 

To Closing Balance 

 

 

XXX 

XXX 

 

 
XXX 

XXX 

XXX 

XXX 

 
XXX 

By Funds from operations  

(Balancing Figure) 

 

XXX 
 
 
 
 
 
 
 
 
 
 
 
 
XXX 

 

 

 

 

 

 

FUNDS FLOW STATEMENT  

Sources of Funds Amount Application  of Funds Amount 

Issue of Shares XXX Redemption of 
redeemable Preference 
shares 

XXX 

Issue of Debentures XXX Payment of equity shares 
capital 

XXX 

Long term borrowing XXX Redemption of 
debentures 

XXX 
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Sale of fixed assets XXX Payment of other long 
term loan 

XXX 

Operating profit XXX Purchase of fixed assets XXX 

Decrease in working 
capital 

XXX Operating loss XXX 

  Payment of dividend and 
tax 

XXX 

  Net increase in working 
capital 

XXX 

 XXX  XXX 

TREATMENT OF ADJUSTMENTS  

                 Some times the factors affecting the funds from operation may not be given 

in the problem directly and there may be some hidden information as such some of 

the transactions have to designed .our using the additional. Information provided as 

adjustments to the balance sheet there items include.  

a. Provision for tax  

b.  proposed dividend  

c.  Sale (or) Purchase of fixed assets  

 

 

a) PROVISION FOR TAX  

It is a current liability while preparing on funds flow statement there are two 

options available.  

i) Provision for Tax may be taken as a. current liability. In such a case, where 

provision for tax is made there transaction involves profit and loss appropriation 

Account which is a fixed liability and provision for Tax Account. Which is a current 

liability it will thus decrease the working capital on payment of tax there will be no 
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change in working capital because it will involve one current liability and other a 

current assets.  

ii) Provision for tax may be taken only as on appropriation of profit. It means that. 

will no change in working’ capital position when provision for tax is made since it 

involves two fixed liabilities, i.e. profit and loss appropriation a/c and provision for 

tax, account however what tax is paid it will be taken as application of funds.  

b) PROPOSED DIVIDEND   

What ever has been said about the ‘Provision for Tax’ is also applicable to 

“Propose dividends” proposed dividend can also be death with in two ways.  

i) Proposed dividend may be taken as a current liability since declaration of dividends 

by the share holders in simply a formality. One the dividends are declared in the 

general meeting, they will have to be paid with in 42 days their declaration. Income 

proposed . change in working capital it will not be shown as an application of funds 

when dividends is paid later on.  

 

c) SALE OR PURCHASE OF FIXED ASSETS  

               For arriving at the final figure we have to prepare the assets depreciation 

account as sets, sold or purchased account.   
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DATA ANLAYSIS AND INTERPRETATION 
Statement Showing Change in Working Capital during the period 

2014-15          

Particulars 2014 2015 Changes in working capital 
 (Rs) (Rs) Increase Decrease 

 
Current assets:     
 

Inventories 153,82,60,271 135,29,84,499 --- 18,52,75,772 

Sundry debtors 7,31,85,488 12,48,86,536 5,17,01,048 --- 

Cash and bank balances 5,30,91,438 5,52,57,959 21,66,521 --- 

Other current assets 12,98,174 6,52,331 --- 6,45,843 

Loans and advances 

20,40,18,611 

 

 6,04,77,777          --- 14,35,40,834 

 
Total Current Assets 186,98,53,982 159,42,59,102   
 
Current liabilities and 
provisions:     
 

Sundry creditors 

Unclaimed liabilities  

72,09,04,101 

1,62,40,099 

61,22,23,117 

1,32,78,884 

10,86,80,984 

29,61,215 

--- 

--- 

Advances received against sales 
82,88,580 40,39,521 42,49,059 --- 

Trade Deposits 76,700 75,500 1,200 --- 

Staff security Deposits 1,45,000 1,65,000 --- 20,000 

Interest assumed but not due on 
loans   
       Provisions                             

4,50,94,019 

14,72,50,425 

2,03,04,519 

4,93,34,692 

2,47,89,500 

9,79,15,733 

--- 

--- 

Total Current liabilities & 
provisions  93,79,98,924 69,94,21,233   
Net working capital 

(C.A-C.L) 

93,18,55,058 

 

89,48,37,869 

 

         --- 

 

          --- 

 

Decrease in working capital --- 3,70,17,189 --- 3,70,17,189 

 
Total 93,18,55,058 93,18,55,058 32,94,82,449 32,94,82,449 
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                                 ADJUSTED PROFIT AND LOSS ACCOUNT 

                                                    For the year 2014-2015               

Particulars 
Amount 

In Rs Particulars 
Amount 

in Rs 
 

To Depreciation of Fixed Assets 6,17,81,205 By Opening balance  16,61,67,459 

To Provision for Tax 1,00,00,000 By Gain on Sale of Fixed Assets --- 

To Proposed Dividend 2,83,46,263 By Gain on Sale of Investments --- 

To Goodwill written off --- 

By Over provision for Taxation 

written off (back) --- 

To Loss on Sale of Fixed Assets ---   

To Transfer to General Reserve 19,00,00,000   

To Transfer to Sinking Fund ---   

To Discount on Issue of Shares & 

Debentures ---   

To Other Provisions ---   

To Closing Balance 13,53,68,023   

  

By  Profit from Business 

Operation 25,93,28,032 

 42,54,95,491  42,54,95,491 
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FUNDS FLOW STATEMENT 

(For the year 2014-2015) 

                               (Statement of Sources & Applications of Funds)                                                                                 

Sources 
Amount 

in Rs Applications 
Amount 

in Rs 

 
Profit from Business Operations 

25,93,28,032 

 
Redemption of Shares at 
Par(Discount/ Premium)          --- 

Issue of Share Capital at 
par(Discount/ Premium)       --- Redemption of Debentures --- 
Issue of Debentures(Discount/ 
Premium)      --- 

Payment of Secured Loans 
     

21,29,91,771 
  

Increasing Unsecured loans 12,62,170 
 
Purchase of Fixed Assets:  

Sale of Plant and Machinery 
4,80,43,518 

 

  
 

Sale of other Fixed Assets 4,75,296 
Purchase of Land 

6,25,635 

Sale of Computers& Furniture 11,37,829 
Taxes Paid 

11,34,01,996              

Other income received 57,06,962 
Dividend Paid 

2,83,46,263 
Sale of Buildings 

20,75,865 
 

 

Sale of Vehicles 3,18,804 
 

 

Decrease in working capital 
3,70,17,189 

 
 

  
 

 
 
 35,53,65,665  35,53,65,665 
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Interpretation: 

 The main source of fund is from income loss from business operation of 

Rs.25, 93,28,032. 

 The main use of the fund is for payment of secured loans by Rs.21, 

29,91,771.There has been increased in unsecured loans by Rs.12,62,170 lakhs. 

 The source of funds such as sale of plant and machinery increased to Rs.4, 

80,43,518 Sale of fixed assets Rs.4,75,296. Sale of computers and fixtures 

Rs.11, 37,829 and sale of buildings Rs.20, 75,865. 

 During this year land is purchased to Rs.6, 25,635.Working capital expenses 

were decreased during the year so the company  try to reduce working capital 

expenses based on the, increase production the working capital expenses must 

be adjusted accordingly.  

 The funds flow statement must be equaled in both sides with an amount if 

Rs.1, 37,92,957.00. 
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Statement Showing Change in Working Capital during the period 

2015-16 

Particulars 2015 2016 Changes in working capital 
 (Rs) (Rs) Increase Decrease 

 
Current assets:     
 

Inventories 135,29,84,499 143,18,24,825   7,88,40,326 --- 

Sundry debtors 12,48,86,536 11,21,33,122 --- 1,27,53,414 

Cash and bank balances 5,52,57,959 5,02,62,789 --- 49,95,170 

Other current assets 6,52,331 10,21,849 3,69,518 --- 

Loans and advances 6,04,77,777 38,99,83,272 32,95,05,495 --- 

 
Total Current Assets 159,42,59,102 198,52,25,857   
 
Current liabilities and 
provisions:     
 

Sundry creditors 

Unclaimed liabilities  

73,50,00,018 

1,32,78,884 

98,06,42,659 

1,59,00,940 

--- 

--- 

24,56,42,641 

26,22,056 

Advances received against sales 
47,48,503 17,03,313 30,45,190  --- 

Trade Deposits 75,500 75,500 ---   --- 

Staff security Deposits 1,65,000 1,45,000 20,000  --- 

Interest assumed but not due on 
loans   
       Provisions                             

2,03,04,519 

4,92,10,370 

1,80,81,254 

33,54,02,259 

22,23,265 

--- 

--- 

28,61,91,889 

Total Current liabilities & 
provisions  82,27,82,794 135,19,50,925   
Net working capital 

(C.A-C.L) 77,14,76,308 63,32,74,932   

Decrease in working capital --- 13,82,01,376 13,82,01,376  

 
Total 77,14,76,308 77,14,76,308 55,22,05,170 55,22,05,170 
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ADJUSTED PROFIT AND LOSS ACCOUNT 

(For the year 2015-2016) 

Particulars 
Amount 

In Rs Particulars 
Amount 

in Rs 
 

To Depreciation of Fixed Assets 5,68,70,347 By Opening balance  13,53,68,023 

To Provision for Tax 24,33,62,888 By Gain on Sale of Fixed Assets --- 

To Proposed Dividend 8,50,38,787 By Gain on Sale of Investments --- 

To Goodwill written off --- 

By Over provision for Taxation 

written off(back) --- 

To Loss on Sale of Fixed Assets ---   

To Transfer to General Reserve 28,16,68,973   

To Transfer to Sinking Fund ---   

To Discount on Issue of Shares & 

Debentures ---   

To Other Provisions ---   

To Closing Balance 13,11,31,433   

  

By  Profit from Business 

Operation 66,27,04,405 

 79,80,72,428  79,80,72,428 
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FUNDS FLOW STATEMENT 

(For the year 2015-2016) 

                               (Statement of Sources & Applications of Funds)  

                                                                             

Sources 
Amount 

in Rs Applications 
Amount 

in Rs 

 
Profit from Business Operations 

66,27,04,405 

 
Redemption of Shares at 
Par(Discount/ Premium)          --- 

Issue of Share Capital at 
par(Discount/ Premium)       --- Redemption of Debentures --- 
Issue of Debentures(Discount/ 
Premium)      --- 

Payment of Secured Loans 
     

38,02,35,486 
  

Increasing Unsecured loans 5,58,62,000 
 
Purchase of Fixed Assets:  

Sale of Plant and Machinery 
6,20,49,447 

 

 Purchase of Buildings 
11,90,967 

Sale of other Fixed Assets 4,75,297 
Purchase of Land 

3,30,84,733 
Sale of Computers& Furniture 68,736  Investment 31,66,39,172 

Other income received 3,90,55,806 
Vehicles 

54,63,038 
Decrease in working capital 

13,82,01,376 
Taxes Paid 

13,67,64,884               

  

Dividend Paid 

 

 

8,50,38,787 
 
 
 

  
 

 

  
 

 
 
 95,84,17,067  95,84,17,067 
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Interpretation: 

 The main source of fund is from income loss from business operation of 

Rs.66, 27,04,405. 

 The main source of fund is income/profit from business operations i.e. Rs. 

66,27,04,405.There has been increased in unsecured loans by Rs. 5,58,62,000 

and the company other income received by Rs. 3,90,55,806 and it is used for 

paying deferred tax liability.  

 The source of funds such as sale of plant and machinery increased to Rs.6, 

20,49,447. Sale of fixed assets Rs. 4,75,297. Sale of computers and fixtures 

Rs.68, 736 . 

 During this year land is purchased to Rs.3, 30,84,733 and purchase of 

buildings to Rs.11,90,967.Working capital expenses were decreased during the 

year so the company try to reduce working capital expenses based on the, 

increase production the working capital expenses must be adjusted 

accordingly.  

 The funds flow statement must be equaled in both sides with an amount if 

Rs.1, 37,92,957.00. 
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Statement Showing Change in Working Capital during the period 

2016-17 

 

Particulars 2016 2017 changes in working capital 
 (Rs) (Rs) Increase Decrease 

 
Current assets:     
 

Inventories 143,18,24,825 135,93,30,982 --- 7,24,93,843 

Sundry debtors 11,21,33,122 10,80,11,642 --- 41,21,480 

Cash and bank balances 5,02,62,789 6,81,47,393 1,78,84,604 --- 

Other current assets 10,21,849 15,13,709 4,91,860 --- 

Loans and advances 38,99,83,272 46,65,45,285 7,65,62,013 --- 

 
Total Current Assets 198,52,25,857 200,35,49,011   
 
Current liabilities and 
provisions:     
 

Sundry creditors 

Unclaimed liabilities  

98,06,42,659 

1,59,00,940 

80,74,62,774 

1,93,48,027 

17,31,79,885 

--- 

--- 

34,47,087 

Advances received against sales 
17,03,313     1,13,97,166 --- 96,93,853 

Trade Deposits 75,500 4,50,175 --- 3,74,675 

Staff security Deposits 1,45,000 1,50,000 ---             5,000 

Interest assumed but not due on 
loans   
       Provisions                             

1,80,81,254 

33,54,02,259 

    1,37,09,008 

 45,92,00,433 

43,72,246 

--- 

--- 

12,37,98,174 

Total Current liabilities & 
provisions  135,19,50,925 131,17,17,583   
Net working capital 

(C.A-C.L) 63,32,74,932 69,18,31,428   

 

Increase in working capital 5,85,56,496   5,85,56,496 

 
Total 69,18,31,428 69,18,31,428 27,24,90,608 27,24,90,608 
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ADJUSTED PROFIT AND LOSS ACCOUNT 

(For the year 2016-2017) 

Particulars 
Amount 

In Rs Particulars 
Amount 

in Rs 
 

To Depreciation of Fixed Assets 6,04,66,319 By Opening balance  13,11,31,433 

To Provision for Tax 36,55,20,888 By Gain on Sale of Fixed Assets --- 

To Proposed Dividend 11,33,85,050 By Gain on Sale of Investments --- 

To Goodwill written off --- 

By Over provision for Taxation 

written off(back) --- 

To Loss on Sale of Fixed Assets ---   

To Transfer to General Reserve 25,00,00,000   

To Transfer to Sinking Fund ---   

To Discount on Issue of Shares & 

Debentures ---   

To Other Provisions ---   

To Closing Balance 25,83,05,202   

  

By  Profit from Business 

Operation 91,65,46,026 

 104,76,77,459  104,76,77,459 

 



 77 

FUNDS FLOW STATEMENT 

(For the year 2016-2017) 

(Statement of Sources & Applications of Funds) 

Sources 
Amount 

in Rs Applications 
Amount 

in Rs 

 
Profit from Business Operations 

91,65,46,026 

 
Redemption of Shares at 
Par(Discount/ Premium)          --- 

Issue of Share Capital at 
par(Discount/ Premium)       --- Redemption of Debentures --- 
Issue of Debentures(Discount/ 
Premium)      --- 

Payment of Secured Loans 
           Unsecured Loans 

1,49,42,845 
2,50,73,000  

Sale of other Fixed Assets 4,75,296 
 
Purchase of Fixed Assets:  

Other income received 
2,71,58,172 

 

 Purchase of Buildings 
2,67,80,144 

  
Purchase of Land 

1,68,32,770 
 

 Purchase of Plant& Machinery 39,03,47,935 
 

 
Computers& Furniture 

2,57,86,214 

  
Vehicles 

1,14,06,930 

  
Interim dividend paid 

4,87,82,338 

  
Taxes Paid 

21,22,85,772               

  

Dividend Paid 

Increase in working capital 

11,33,85,050 
 
5,85,56,496 
 

 
 94,41,79,494  94,41,79,494 

 

Interpretation: 

 The main source of fund is income/profit from business operations i.e. Rs. 

91,65,46,026. The other source of fund is also from other income received i.e. 

2,71,58,172 

 The main use of fund is purchase of fixed assets of Rs.47, 11,53,993.   And 

company pay its unsecured loans and secured loans by Rs. 4,36,12,914. The 

increase in working capital has been applied to pay the tax and dividend.  

 The funds flow statement must be equaled in both sides with an amount if 

Rs.94, 41,79,494.                         
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Statement of changing working capital during the period of 2017 to 2018 

Particulars 2017 2018 changes in working capital 
 (Rs) (Rs) Increase Decrease 

 
Current assets:     
 

Inventories 135,93,30,982 132,75,07,945 --- 3,18,23,037 

Sundry debtors 10,80,11,642 11,45,09,441 64,97,799 --- 

Cash and bank balances 6,81,47,393 17,67,30,095 10,85,82,702 --- 

Other current assets 15,13,709 28,08,246 12,94,537 --- 

Loans and advances 14,90,35,146 14,02,58,734 --- 87,76,412 

 
Total Current Assets 168,60,38,872 176,18,14,461   
 
Current liabilities and 
provisions:     
 

Sundry creditors 

Unclaimed liabilities  

80,74,62,774 

1,93,48,027 

113,99,92,418 

1,23,35,879 

  --- 

 70,12,148 

    

33,25,29,644 

    --- 

Advances received against sales 
    1,13,97,166 43,30,187 70,66,979     --- 

Trade Deposits 4,50,175 1,23,650 3,26,525            --- 

Staff security Deposits 1,50,000 1,10,000           40,000     --- 

Interest assumed but not due on 
loans   
       Provisions                             

    1,37,09,008 

 14,16,90,294 

1,18,86,216 

8,19,43,171 

18,22,792 

 5,97,47,123 

    --- 

    --- 

Total Current liabilities & 
provisions  99,42,07,444 125,07,21,521   
Net working capital 

(C.A-C.L) 69,18,31,428 51,10,92,940            ---             --- 

 

Decrease in working capital   ---  18,07,38,488 

    

18,07,38,488             ---  

 
Total 69,18,31,428 69,18,31,428 37,31,29,093 37,31,29,093 
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ADJUSTED PROFIT AND LOSS ACCOUNT 

(For the year 2017-2018) 

Particulars 
Amount 

in Rs Particulars 
Amount 

in Rs 
 

To Depreciation of Fixed Assets 9,56,41,991 By Opening balance  25,83,05,202 

To Provision for Tax 12,74,43,218 By Gain on Sale of Fixed Assets --- 

To Proposed Dividend 5,66,92,525 By Gain on Sale of Investments --- 

To Goodwill written off --- 

By Over provision for Taxation 

written off(back) --- 

To Loss on Sale of Fixed Assets ---   

To Transfer to General Reserve 2,50,00,000   

To Transfer to Sinking Fund ---   

To Discount on Issue of Shares & 

Debentures ---   

To Other Provisions ---   

To Closing Balance 40,24,83,230   

  

By  Profit from Business 

Operation 44,89,55,762 

 70,72,60,964  70,72,60,964 
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FUNDS FLOW STATEMENT 

(For the year 2017-2018) 

(Statement of Sources & Applications of Funds) 

Sources 
Amount 

in Rs Applications 
Amount 

in Rs 

 
Profit from Business Operations 

44,89,55,762 

 
Redemption of Shares at 
Par(Discount/ Premium)          --- 

Issue of Share Capital at 
par(Discount/ Premium)       --- Redemption of Debentures --- 
Issue of Debentures(Discount/ 
Premium)      --- 

Payment of Secured Loans 
           Unsecured Loans 

8,78,72,802 
3,97,00,000   

Decrease in working capital 18,07,38,488 
 
Purchase of Fixed Assets:  

 
 

 

 Purchase of Buildings 
5,50,65,361 

  
Purchase of Land 

1,02,93,498 
 

 
Purchase of Plant& Machinery 

4,86,29,865 
 

 
Computers& Furniture 

17,08,388 

  
Vehicles 

20,02,509 

  
Other Fixed assets 

7,05,00,312 

  
Taxes Paid 

25,72,28,990               

  
Dividend Paid 

5,66,92,525 
 
 62,96,94,250  62,96,94,250 
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Interpretation:  

 The main source of fund is income/profit from business operations i.e. 

Rs.44,89,55,762.  

 The main use of fund is purchase of fixed assets of Rs.13, 00,56,175.   And 

company pay its unsecured loans and secured loans by Rs.12, 75,72,802.  

 The use of funds such as purchase of plant and machinery increased to Rs.4, 

86,29,865. Purchase of land Rs.1,02,93,498 and purchase of computers and 

fixtures Rs.17,08,388. 

 Working capital expenses were decreased during the year so the company try 

to reduce working capital expenses based on the, increase production the 

working capital expenses must be adjusted accordingly.  

 The funds flow statement must be equaled in both sides with an amount if 

Rs.62, 96,94,250. 
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Statement Showing Change in Working Capital during the period 

2018-19 

 

Particulars 2018 2019 changes in working capital 
 (Rs) (Rs) Increase Decrease 

 
Current assets:     
 

Inventories 132,75,07,945 126,77,78,839 --- 5,97,29,106 

Sundry debtors 11,45,09,441 6,09,19,428          --- 5,35,90,013 

Cash and bank balances 17,67,30,095 20,84,05,389 3,16,75,294    --- 

Other current assets 28,08,246 23,12,881 --- 4,95,365 

Loans and advances 14,02,58,734 20,23,86,069 6,21,27,335           --- 

 
Total Current Assets 176,18,14,461 174,18,02,606   
 
Current liabilities and 
provisions:     
 

Sundry creditors 

Unclaimed liabilities  

113,99,92,418 

1,23,35,879 

69,56,89,493 

1,60,56,615 

44,43,02,925 

 --- 

    --- 

37,20,736 

Advances received against sales 
43,30,187 1,48,01,087 --- 1,04,70,900 

Trade Deposits 1,23,650 1,23,300 350            --- 

Staff security Deposits 1,10,000 60,000           50,000     --- 

Interest assumed but not due on 
loans   
       Provisions                             

    1,18,86,216 

 8,19,43,171 

80,54,456 

11,21,29,598 

38,31,760 

    --- 

    --- 

3,01,86,427 

Total Current liabilities & 
provisions  125,07,21,521 84,69,14,549   
Net working capital 

(C.A-C.L) 51,10,92,940 89,48,88,057            ---             --- 

 

Increase in working capital 

       

38,37,95,117  ---     --- 

          

38,37,95,117  

 
Total 89,48,88,057 89,48,88,057 54,19,87,664 54,19,87,664 
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               ADJUSTED PROFIT AND LOSS ACCOUNT 

(For the year 2018-2019) 

Particulars 
Amount 

in Rs Particulars 
Amount 

in Rs 
 

To Depreciation of Fixed Assets 10,36,09,837 By Opening balance  40,24,83,230 

To Provision for Tax 3,09,93,399 By Gain on Sale of Fixed Assets --- 

To Proposed Dividend 5,66,92,525 By Gain on Sale of Investments --- 

To Goodwill written off --- 

By Over provision for Taxation 

written off(back) --- 

To Loss on Sale of Fixed Assets ---   

To Transfer to General Reserve 81,46,806   

To Transfer to Sinking Fund ---   

To Discount on Issue of Shares & 

Debentures ---   

To Other Provisions ---   

To Closing Balance 39,91,05,878   

  

By  Profit from Business 

Operation 19,60,65,215 

 59,85,48,445  59,85,48,445 
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FUNDS FLOW STATEMENT 

(For the year 2018-2019) 

(Statement of Sources & Applications of Funds) 

Sources 
Amount 

in Rs Applications 
Amount 

in Rs 
 
Profit from Business Operations 

19,60,65,215  
 

Issue of Share Capital at 
par(Discount/ Premium)       --- 

Redemption of Shares at 
Par(Discount/ Premium)    --- 

Issue of Debentures(Discount/ 
Premium)      --- Redemption of Debentures     --- 

Increase in Secured loans 
 
Increase in Unsecured loans 
 

24,52,09,679 
 
 
40,78,000 
 Purchase of Fixed Assets:  

Sale of Other Fixed Assets 

Sale of Investments 

11,66,516 
 
7,29,38,883 

 Purchase of Buildings 
3,64,66,941 

 
Sale of Plant& Machinery 4,50,63,819 

Taxes Paid 
              
11,58,97,573 

 

Sale of Vehicles 
40,37,340 

Dividend Paid 
5,66,92,525 

Sale of Computers & Furniture’s 
61,45,898 

Increasing Working Capital 
38,37,95,117 

Withdrawn 1,81,46,806 
 

 

  
 

 

  
 

 

  
 

 
 
 59,28,52,156  59,28,52,156 
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Interpretation: 

 The main source of fund is from income/Profit from business operation of 

Rs.19, 60,65,215. There has been increased in secured loans by Rs.24, 

52,09,679. 

 The sale of plant and machinery Rs.4, 50,63,819 and investments Rs.7, 

29,38,883. The main application of a firm is purchase of Buildings Rs.3, 

64,66,941 and taxes. 

 The main source of funds such as sale of vehicles Rs.40, 37,340  sale of other 

fixed assets Rs.11,66,516 and sale of computers and fixtures Rs.61,45,898. 

 Working capital expenses were increased during the year so the company try 

to reduce working capital expenses based on the, increase production the 

working capital expenses must be adjusted accordingly.  

 The funds flow statement must be equaled in both sides with an amount if 

Rs.59,28,52,156. 
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             CHANGES IN WORKING CAPITAL DURING THE PERIOD 
 
                                         2014-15 TO 2018-19 

 
Years Changes in Working Capital Amount in lakhs 

2014-15 Decrease 370.17 

2015-16 Decrease 1382.17 

2016-17 Increase 585.56 

2017-18 Decrease 1807.38 

2018-19 Increase 3837.95 
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  Interpretation: 
 

 Comparing the five years data the changes in working capital is in this 

year. In the year i.e., 2014-15 working capital decreases to 1423.54 

lakhs.  

 The next year 2014-15 working capital also decreased to Rs 370.17 

lakhs. Working capital has decreased it indicates the current assets are 

increased and the current liabilities are decreased.  

 The working capital is increased it indicates the current assets are 

decreased and the current liabilities are increased.  

 The year 2016-17 the working capital is 585.56 lakhs and the financial 

year 2018-19 the working capital is also increased. That means the 

current assets like inventories are decreased Rs.597.29lakhs and the 

sundry creditors also decreased Rs.535.90 lakhs. In this year the 

current liabilities& provisions also increased Rs.443.78 lakhs. 
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         ADJUSTED PROFIT& LOSS ACCOUNT DURING THE PERIOD 

              2014-15 TO 2018-19 
 

Years Adjusted Profit &Loss a/c Amount in Lakhs 

2014-15  Profit from business operation 2593.28 

2015-16  Profit from business operation 6627.04 

2016-17  Profit from business operation 9165.46 

2017-18  Profit from business operation 4489.55 

2018-19  Profit from business operation 1960.65 
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Interpretation: 
 

The Financial position in Incap ltd in 2014-15 is in good condition, profit from 

business operation by Rs.124.87 lakhs. 

 In 2006-07 it is better condition Rs.2593.28 lakhs. In the year 2016-17 the 

profit from business operations increased Rs.9165.46 lakhs.  

The company leads to better position in the year 2017-18 financial year. The 

year 2018-19 the profit has decreased to Rs. 1960.65 lakhs.  

 During the year from 2014-15 to 2018-19 the company has various 

sources of funds and the uses of the funds are done for purchasing of 

fixed assets and increasing in the current assets.  

 In the year i.e, 2017-18 the loans like Unsecured and Secured loans are 

increased Rs. 2492.87 lakhs. 

 The cash on the cash flow basis during these years have been used 

effectively in purchasing of fixed assets. Therefore the financial 

position of the company was in good conditions. 

 In the year 201510 the sources of funds Rs.14, 226.83 lakhs. In the 

year 2018-19 the sources are Rs.9277.74 lakhs. But the financial 

position of the company was in good condition. 
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                                                 FINDINGS  

 The working capital fluctuations were considered for all 5 years i.e. 2014-15, 

2015-16 2016-2017, 2017-2018 and 2018-19. The years 2014-15, 2015-16 

2016-2017, 2017-2018 and 2018-19. witnessed a decrease in working capital 

amounted to 370.17and decreased 3837.95 respectively. The period 2017-18 

witnessed. There is an increase in working capital amounted to 1382.17. 

 Company is depending upon other sources of capital which leads to increase in 

the payment of more amounts towards interest rates which results to increase 

in expenditure.  

 The company is maintaining sufficient stock of inventory for smooth 

Production process. Much of the sales of the company posses very low amount 

of debtors in all the years.  

 Company is poor in utilizing credit facilities available in the market. It is 

found that the working capital performance is not profitable to the company 

also unsatisfactory due to high financial changes and high provision for 

expenditure.  

 The company is maintaining good reserve in order to meet uncertain 

conditions in future if any.  
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                                           SUGGESTIONS 
  

 It is suggested that for generating profits, the company should follow either 

controlling operation expenses or increasing sales revenue. It is good time to 

INCAP LTD. for mobilization of resources and capital investment. That always 

useful for expansion and run good administered of the company to achieve its 

expected results. 

 

 An Analysis of schedule of changes in working capital reveals that the company 

decreases its working capital during the year 2014-15, 2015-16 and 2017-18 with 

out assigning any reasons. Such tendency will not be continued otherwise it may 

be reflected to its primary activities viz. Procurement and storage of milk and also 

distribution of milk and milk products to meet the need of consumers from time to 

time. Hence it is ‘not acceptable one to the company of INCAP LTD. 

 

 It is suggested that, for better performance of working capital the company should 

either decrease the closing stock or increase the sales revenue. The company 

always take the advantage of reputation for Improvement and created En the open 

market for itself at a more competitive one in distribution of goods not only milk 

but also textile products at a large by watching market values and maintaining 

good quality of it’s goods every stages keeping in view the changes tastes and 

needs of its consumers.  

 

 The rate of increase in income must be important by investing in more profitable 

opportunities and increase the utilization capacity of fixed assets by increasing 

sales.  
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                                               CONCLUSION 

 

             Based on the analysis and  evaluation of the funds flow analysis. It can be 

concluded that 

 The funds flows analysis will be done in 5 years. 

 Incap ltd is performing better except for some. 

 In 5 years we get the decreases and increases of the working capital. 

 In 5 years 2015 to 2016 working capital is increased remaining 4 years 

has decreased. 

 The net result of all 5 years has been decreased to (-) 52998186. 
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INTRODUCTION 
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1.1Introduction: 

Human Resource Management: 

Human resource management (HRM) is concerned with human beings, who are the energetic 

elements of management. The source of any organization or any enterprise will depend upon the 

ability, strength and motivation of persons working in it. The human resource management refers 

to the systematic approach to the problem in any organization. It is concerned with the 

recruitment, selection, training and development of personnel. 

Training and Development is a subsystem of an organization which emphasize on the 

improvement of the performance of individuals and groups. Training is an educational process 

which involves the sharpening of skills, concepts, changing of attitude and gaining more 

knowledge to enhance the performance of the employees. Good & efficient training of 

employees helps in their skills & knowledge development, which eventually helps a company 

improve. 

Training is about knowing where you are in the present and after some time where will you reach 

with your abilities. By training, people can learn new information, new methodology and refresh 

their existing knowledge and skills. Due to this there is much improvement and adds up the 

effectiveness at work. The motive behind giving the training is to create an impact that lasts 

beyond the end time of the training itself and employee gets updated with the new phenomenon. 

Training can be offered as skill development for individuals and groups. 

Importance of Training and Development 

For companies to keep improving, it is important for organizations to have continuous training 

and development programs for their employees. Competition and the business environment 

keeps changing, and hence it is critical to keep learning and pick up new skills. The importance 

of training and development is as follows: 

1. Optimum utilization of Human resources 

2. To increase the productivity and enhance employee motivation. 

3. To provide the zeal of team spirit 

4. For improvement of organization culture 

5. To improve quality, safety 
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6. To increase profitability 

7.    Improve the morale and corporate image. 
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1.2 Need for the study: 

Training and development enables employees to develop skills and competencies necessary 

to enhance bottom-line results for the organization. It ensures that randomness is reduced and 

learning or behavioral change takes place in structured format. The nature of the job is constantly 

changing due to the changes in the environment and technology. So the training and 

development is necessary at each level and it helps to expand the horizons of human intellect and 

overall personality of employees. So it is necessary to find out satisfaction and importance level 

of employees towards training and development. 
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1.3 Scope of the study: 

The study is limited to the employee training for the employees at south central railway 

Vijayawada. The scope of training depends upon the categories of employees at security level to 

be trained. Training is a continuous process and not only needed for the newly selected personnel 

but also for the existing personnel at all levels for the organization.The study is focused on the 

level of knowledge and skills given to the employees in the organization. The development of 

any organization depends upon the employees. 
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1.4 Objectives of the study: 

 To know the process of training and development at South Central Railway, Vijayawada. 

 To understand the importance of training and development program at South Central 

railway, Vijayawada. 

 To find out the opinion of employees on training and development program at South 

Central railway, Vijayawada. 

 To study the changes in behavioral pattern due to training at South Central railway, 

Vijayawada. 

 To examine the effectiveness of training in over all development of skills of work force at 

South Central railway, Vijayawada. 
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1.5 Research Methodology 

Research methodology is the specific procedures or techniques used to identify, select, process, 

and analyze information about a topic. 

Methods of data collection: 

Data collection is a elaborate process in which the researcher makes a planned search for all 

relevant data and is the foundation of all researches.  

       The task of data collection begins after a research problem has been defined and research 

plan is checked out. While deciding about the method of data collection to be used for the study 

of researcher should keep in mind two types of data. They are: 

 Primary data 

 Secondary data 

Primary data: 

The data that is being collected for the first time or particularly fulfil the objective of the project 

is known as “primary data”. Primary data is the refresh data. This has been collected from 

various sources. The sources adopted to get data is questionnaire and through observation.  

Questionnaire is designed in such way that every employee can understand. It consists of 19  

questions, which are sample and close and open end questions.  

Secondary data: 

Secondary data is the data that has already been collected through primary sources and  made 

readily available for researchers to use for their own research. It is a type of data that has already 

been collected in the past. 

 the present study, the secondary data collected from published reports, unpublished reports, 

annual reports, unpublished manuals and materials etc.  

Sampling: 

A sample size of 103 is chosen using simple random sampling method. 
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1.6 Limitations of the study: 

The present study has few limitations which are mentioned below: 

 The lack of availability of information. 

 The collected one does not give the complete information.  

 As time period is 45 days, it is very difficult to get a clear picture.  

 Some of the employees not Co-operate in filling of questionnaire. 
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INDUSTRY PROFILE 
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Indian  Railways: 

Railways were first introduced to India in 1853. By 1947, the year of India's independence, there 

were forty-two rail systems. In 1951 the systems were nationalized as one unit, becoming one of 

the largest networks in the world. IR operates both long distance and suburban rail systems on a 

multi-gauge network of broad, meter and narrow gauges. It also owns locomotive and coach 

production facilities. 

 The introduction of Railways in our country has taken place at the juncture when the 

transportation system in our country was primitive with the introduction of Railways the 

transportation system and it changed a lot. It was in 16th April, 1953. When the first train was 

steamed of from Bombay to Thana. A stretch of 34 Kms. At present it is having a route length of 

62.915 Kms. Indian Railways is not only the biggest public sector undertaking in the country but 

also the biggest utility concern. "Indian Railway" is largest in Asia and fourth in the world. 

 Since its introduction the "Indian Railway" is still continuing to be the 

predominant in Transportation. In the initial stages the administrative control of Railways in 

India was in the hands of the public works departments. But in 1903, the Robertson committee 

recommended for separate board for the Railways. This Board come into begin in February 1905 

with authority to manage the Railways of India on the basis of Commercial principles. 

 The Board was initially in the hands of Ministry of Commerce and Industry but 

was late transferred to Ministry of Transport and communications. After Independence, the 

Railways are under the direct control of the Ministry of Railways assisted by the Railway Board 

in the matter of policy and decision making. For administrative convenience the Railways, Board 

re divided in 16 zones. Every zone is headed by a "General Manager" the zones the further 

divided in to different divisions and various departments for the better management. 

Vision: 

To be a leading organization in the field of development, redevelopment, operation and 

maintenance of railway stations with passenger amenities of international standards. 

Mission: 

http://en.wikipedia.org/wiki/Independence_of_India
http://en.wikipedia.org/wiki/Dual_gauge
http://en.wikipedia.org/wiki/Indian_gauge
http://en.wikipedia.org/wiki/Metre_gauge
http://en.wikipedia.org/wiki/Locomotive
http://en.wikipedia.org/wiki/Coach_%28rail%29
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To develop self-sustainable railway stations in the country with high standards of safety, 

comfort, user friendly passenger amenities, value added services and efficiency by adopting the 

best technological practices, sound financial strategy an optimum utilization of resources. 

The Indian Railways is the principal mode of transport in our country. In 150 years of its 

existences it has successfully adopted to the charging need of Transportation of goods and 

passengers in the country. Every year Indian Railway carries over 11 million passengers per day 

and lifted more than a million tones of freight traffic daily on network spread over 62,915 route 

Kms covering 7,068 stations. 

The railways networks consists of Board gauge and Narrow gauges totalling a length of 1,08,336 

track Kms. Gauge wise breakup on 31st March, 2006 and zones and their respective head 

quarters, jurisdiction of Divisions are shown in table 1 and table 2. 

Table – 1 

Particulars of gauge wise length of Railways lines in India.     

In additional zonal railways cited above the following production units and projects are 

functioning directly under the control of Railway Board. 

Integral Coach Factory                 - Chennai 

Chittaranjan Loco Motive Works     -     Chittaranjan 

Diesel Locomotive Works       - Varanasi 

Rail Wheel Factory        - Bangalore 

Railway Coach Factory                  - Kapurthala 

Diesel Loco Modernization Works        - Patiala 

Rolling stock companies of Steam Engines diesel and electric & Diesel hydraulic Engines 

stationed at various loco sheds. 
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 Table-2 

In Southern Railways, we have following the Diesel Shed & Electric Sheds. 

 Erode Diesel Sheds, Golden Rock (Work Shop), Krishnarajpuram (Bangalore) 

 Electrical Shed  : Arakonam 

 South Central Railway : Kazipet, Guntakal, Moula-Ali 

 Electrical Shed  : Vijayawada, Lalaguda 

 Manufacturing units for diesel locomotives at Varanasi (Diesel Locomotive Workshop) 

for Electrical (ChittaranjanB7 Locomotives Workshop) and ICF for coaches (Integral Coach 

Factory), Kapurthala coaches manufacturing Railway Wheel factory at Bangalore. 

Railway Administration: 

The Ministry of Railway functions under the guidance of the minister of Railways, assisted by 

the Minister of State for Railways. The day-to-day affairs and formulation of policy are managed 

by the Railway Board comprising of a Chairman, five other function members and a financial 

commissioner. The chairman of the Railway Board is the ex-officio Principal Secretary and each 

of the other fine functional members are the ex-officio Secretaries to the Government of India. 

Indian Railways: 

Nation’s Life Line: 

Indian Railways have continuously influence the social, economic, cultural and political life of 

the people.  Some of the important aspects of this influence are increased mobility of the 

common man, bringing together people from all castes, communities and religions, growth trade 

and commerce development of industries, equalizing price line, urbanization, employment 

generation, rural development, help in spread of education, contribution to national exchequer, 

influence on literature, poetry, music files etc., Thus, Railways have become Nation's life line. 

The Biggest Organisation: 
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Indian Railways are the biggest organization our country with 14.12 lakes of employees, 63,332 

route kilometers traversing from Okha to Murkong Selekand Udhampur to Kanyakumari, 6,974 

Railway stations, a fletch of 8,025 locomotives, 50,080 passenger and other coaches.  2, 07,176 

goods wagons, carrying 5,725 million originating passenger traffic and 682.4 million metric 

tones of originating goods traffic. If has a total investment of 1,12,180.41 crore rupees. 

Brief History: 

The first train in the world was run between Stockton and Darlington in England in 1825. In 

1844, R.M. Stephenson submitted a proposal to East India Company to start the Railway system 

in India and it was accepted. The first contract was given to East Indian Railway Company in 

1849. Later, great Indian peninsular Railway Company and other companies were given similar 

contracts in different parts of India.  The first train ran on 16th April 1853 from Porbunder to 

Thane followed by the second from Howrah to Hooghly on 15th August 1854. 

The development in Railways in India has passed through various phases which are broadly as 

under: 

1. Guarantee system      -       1894 - 1869 

2. State construction     -        1869 – 1882 

3. Modified Guarantee   -       1882 – 1924 

4. Nationalization            -       1924 – 1948 

5. Integration and          

   Regrouping                    -       1948 – 1951 

6. Era of planning           -       1951 – onwards 

Railway  Management: 

Initially, the Board of Directors in England had an agent in India for supervision and control over 

the companies. The Government appointed advisory engineers and auditors.  In 1855, Railways 

were placed under Public Works Department. A railway branch was organized under PWD in 
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1869 and a State Railway Directorate in 1874.  Ultimately, the Railway Board was organized in 

1905. The separate Ministry of Railways was formed after independence. 

Railway Board: 

Railway Board is the apex executive body which administers, directs ad supervised the 

functioning of the Railway system. The Board functions under the Minister for Railways and is 

headed by the Chairman, who is equivalent to Principal Secretary to Government of India. 

The other members are  

(1) Financial Commissioner, 

(2) Member Staff,  

(3) Member Traffic, 

(4) Member Mechanical,  

(5) Member Engineering and 

(6) Member Electrical.   

The Board has several directorates.  Major directorates are headed by an Advisor. Health 

Services and RPF directorates have Director Generals. They are assisted by Executive Directors, 

Directors, Joint Directors etc., 

A. Board's Attached and Subordinate Offices etc. 

(1) Research Design and Standards Organization on, Luck now 

 Note: w.e.f.01.01.'03, RDSO has been declared to be a Zonal Railway with headquarters 

at Luck now. 

(2) Railway Liaison Officer with the Directorate General of Supplies and Disposals. 

Subordinate Offices: 
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(1) Railway Recruitment Boards  at Ahmadabad, Ajmer, Allahabad, Bangalore, Bhopal, 

Bhubaneswar, Mumbai, Calcutta, Chandigarh, Guwahati, Gorakhpur, Jammu & Kashmir, 

Chennai, Malda, Muzaffarpur, Patna, Ranchi, Secunderabad and Thiruvanthapuram. 

(2)Centralized Training Institutions: 

Railway Staff College, Vadodara, Indian Institute of Civil Engineering, Pune, Indian Railways 

Institute of Signal Engineering and Telecommunications, Secunderabad, Indian Railways 

Institute of Mechanical& Electrical Engineering, Jabalpur, Indian Railways Institute of Electrical 

Engineering, Nasik, Indian Railway Institute of Transport Management, Luck now. 

(3)Product units: 

 Chittaranjan Locomotive Works, Chittaranjan, 

 Integral Coach Factory, Paramour, Chennai, 

 Diesel Locomotive Works, Varanasi, 

 Rail Wheel Plant, Bangalore, 

 Diesel Component Works, Patiala, 

 Railway Coach Factory, Kapurthala 
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 Other Organizations: 

 Metro Railways at Calcutta, Mumbai and Chennai 

 Circular Railway Project, New Delhi 

 Central Organization for Modernization of Workshops, New Delhi, 

 Central Organization for Railway Electrification, Allahabad 

 CRIS, New Delhi, 

 Indian Railway Conference Association, New Delhi 

 Railway Transport Museum, New Delhi 

Commissions, Tribunals etc.,(Not under the Ministry) commissioner for Railway safety with 

offices at lucknow ,Calcutta ,Bangalore and Mumbai; Railway Rates Tribunal, Chennai, Railway 

claims Tribunals, Railway Audit Organisation and other Commissions etc., organizes from time 

to time. 

 Undertakings under the Ministry: 

 Rail India Technical and Economic Services Ltd., (RITES); 

 Indian Railway Construction Company Ltd.,(IRCON); 

 Indian Railway Financial Corporation; 

 Indian Container Corporation Ltd., 

 Kankan Railway Corporation (KRC); 
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 Centre for Railway Information Systems (CRIS); 

 Indian Railway Catering and Tourism Corporation Ltd.,(IRCTC); 

 Rail Tel Corporation of India, 

 Rail Tel VikasNigam Ltd.,(RVNL); 

 Pipavav Railway Corporation Ltd.,(PRCL); 

 

South Central Railways: 

It was created on 2 October 1966 as the ninth zone of Indian Railways.[1]The six divisions 

of this railway have a total 5,752 route kilometers’ of track. Current General Manager of S.C. 

Railway is Mr. G.N.ASTHANA, an officer of IRSME. From the days of steam-hauled 

locomotives and wooden plank seats, South Central Railway has come a long way, modernizing 

its system with the state of the art high-powered Diesel and Electric Locomotives, high speed 

telescopic Passenger Coaches, and higher axle load wagons, higher capacity track in all 

important routes, LED based multiple aspect colour light signaling with panel interlocking & 

solid state interlocking, and digital microwave and optic fibre cable communication system, 

ISDN exchanges etc. Over the years, South Central Railway has attained sufficient transportation 

output with adequate infrastructure development and technological upgrading to serve the 

regions in its jurisdiction. Safe operation of trains, expansion of network, modern passenger 

amenities, punctuality of trains, courteous service and cleanliness in stations and trains remain 

always the thrust areas of this Railway. Being a service oriented organization, South Central 

Railway provided Computerized Passenger Reservation System at 85 Stations/locations covering 

96% of the berths available. In the arena of information dissemination to the rail customers, it 

has provided "139" Interactive Voice Response System (IVRS) for Reservation and train 

enquiry, National Train Enquiry System (NTES) for real-time information on movement of 

trains, Passenger Operated Enquiry Terminals (POET) with information on availability of 

accommodation and confirmation and Close Circuit Television (CCTV) for real time reservation 

availability status at all important stations in its system. 

http://en.wikipedia.org/wiki/IRSME
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For mass movement of freight, S.C. Railway has introduced high horse powered disel and 

electric locomotives and high speed, higher axle load Box-N-Wagons. 

 

In 2008 South Central Railways also had the privilege to be the first one to implement 

wireless MU Coupler system supplied by Ms Lotus Wireless Technologies, permitting Longer 

freight train delivering higher capacity. The system was first implemented in Diesel Locomotive 

in 2008 followed by installation on Electric Locomotive in 2011 at Electric Loco Shed, Kazipet.      

The Trains equipped with these systems are in use at Badrachalam region in the South Central 

Railways. South Central Railway plays a pivotal role as a catalyst for agricultural and industrial 

development in the Southern peninsula apart from fostering the growth of trade and commerce 

including import/export through ports by connecting sea ports with their hinder land and inland 

container depots. Its reliable and comfortable passenger services for long and short distance 

travel by introducing many super fast and intercity trains helps transform the society by catering 

to their personal, business, educational and tourism purposes. Jurisdictional adjustments were 

made in October 1977 by merging Guntakal Division of the Southern Railway with South 

Central Railway and transferring Sholapur Division back to Central Railway. Secunderabad 

Division was split in February 1978 into two Divisions Secunderabad and Hyderabad to facilitate 

effective operational and administrative control. On 1 April 2003, the newly formed Guntur 

division and Nanded Division of South Central Railway became operational and Hugli Division 

was transferred to the newly formed South Western Railway. Presently, the South Central 

Railway has six divisions, namely Secunderabad, Hyderabad, Vijayawada, Guntur, Guntakal and 

Nanded with 5752 Route km of which 1604 Rkm are electrified. Vijayawada is the second 

largest railway junction in India and the most important station of the Indian Railway. 

Vijayawada is heart of south central railways it is more important than Secunderabad earning 

more income than rest of the other 

  South Central Railway provided Computerized Passenger Reservation System at 

85Stations/locations covering 96% of the berths available. In the arena of information 

dissemination to the rail customers, it has provided Inter-active Voice Response System (IVRS) 

for Reservation and train enquiry, National Train Enquiry System (NTES) for real time 

information on movement of trains, Passenger Operated Enquiry Terminals (POET) with 

http://en.wikipedia.org/wiki/Electric_locomotive
http://www.lotuswireless.com/
http://en.wikipedia.org/wiki/Guntur_division
http://en.wikipedia.org/wiki/Guntur_division
http://en.wikipedia.org/wiki/South_Western_Railway
http://en.wikipedia.org/wiki/Vijayawada
http://en.wikipedia.org/wiki/Guntur
http://en.wikipedia.org/wiki/Railway_electrification_system
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information on availability of accommodation and confirmation and Close Circuit Television 

(CCTV) for real time reservation availability status at all important stations in its system.  

Introduction of Vijayawada division 

 Vijayawada Division is located on the Howrah – Chennai and New Delhi – Chennai trunk route. 

 It came into existence in the year 1956 as a part of Southern Railway. It was amalgamated in 

South Central Railway with effect from 2nd October, 1966.Some portion of it was carved out for 

creation of Guntur Division with effect from 1st April 2003.Vijayawada Division forms a very 

vital Railway link on the Indian Railway System as ‘Gateway’ to the South. Presently this 

division runs through seven revenue districts viz., Visakhapatnam, East Godavari, West 

Godavari, Krishna, Guntur, Prakasam and Nellore renamed as Sri Potti Sriramulu Nellore 

Dist.The eastern half of the districts adjoining the coast of Bay of Bengal is fed by important 

perennial rivers like the Pennar (near Nellore), the Krishna (near Vijayawada) and the Godavari 

(near Rajahmundry). Vijayawada Railway station is one of the busiest Railway junctions 

in India. 

 

VIJAYAWADA DIVISION S&T ORGANIZATIONAL STRUCTURE 

    

                                                                                                              

Some of the recent key achievements are: 
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 First semi-high speed train, The Gateman Express between Delhi’s Hazrat Nizamuddin station 

and Agra Cantonment, was launched on April 5, 2016. This is the fastest train in India, running 

at up to 160 km/h to give a journey time of 1 hour 40 min on the 188 km route. 

 Mumbai-Ahmadabad high speed rail project has been sanctioned at a total cost INR 97,636 

crore. 

 Biggest ‘Make in India’ initiative with JV agreements worth INR 40,000 crores signed between 

Ministry of Railways and M/S Alstom Manufacturing India for setting up an Electric locomotive 

factory at Madhepura, and with GE Global Sourcing India Pvt. Ltd for setting up a Diesel 

locomotive factory in Marhowra for rolling stock manufacturing (November 2015). 

 2828 km of Broad Gauge lines commissioned in FY 2015-16 which is highest ever & 1983 km 

of Broad Gauge lines in FY 2014-15 against an average of 1528 km during 2009-14. 

 During 2014-16, 3105 RKM have been electrified, which is an average of 1552.5 RKM/annum 

as against 1236 RKM/annum during 2009-14. 

 1,098 RKM Optical Fibre Cables (OFC) have been laid in FY15-16. The total OFC network 

commissioned by Indian Railways is 48,818 RKM OFC enabling high speed communication 

network over Indian Railways. 
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INTRODUCTION: 

South Central Railway was formed on 2nd October, 1966 as the 9th zone of the Indian Railways. 

In its forty plus years of committed service and path breaking progress, South Central Railway 

has grown to a modern system of mass transportation fulfilling the aspirations of the 

passengers/customers and carved a niche for itself in Indian Railways.  It is reliable and 

comfortable Passenger Services for long and short distance travel by way introducing many 

super fast and intercity trains helps transform the society by catering to their personal, 

business,educational and tourism purposes. 

Divisions of Southern Railway and Sholapur and Secunderabad Divisions of Central Railway 

were carved out and merged into a new Zone. Subsequently, Guntakal Division of Southern 

Railway was merged with South Central Railway on 02-10-1977 and Sholapur Division was 

remerged with Central Railway. Secunderabad Division was split into two Divisions viz. 

Secunderabad and Hyderabad on 17-02-1978. Following reorganization of zones and Divisions 

with effect from 01-04-2003, two new Divisions viz., Guntur and Nanded were operationalised 

duly transferring Hubli Division to newly formed South Western Railway. 

Jurisdiction: 

The zone is spread over the states of  Telangana , Maharashtra, Andhra Pradesh, Karnataka and 

parts of Madhya Pradesh. It has three divisions after the re-organization of the zone:  

1. Hyderabad 

2. Secunderabad 

3. Nanded 

Presently S.C. Railway has 6 Divisions, viz, Secunderabad, Hyderabad, Vijayawada, Guntakal, 

Guntur and Nanded. South Central Railway predominantly serves the state of Andhra Pradesh 

and Maharashtra and to a limited extent, portions of Karnataka, Tamilnadu &amp; Madhya 

Pradesh states. 
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Vijayawada Division: 

The Vijayawada Junction is the busiest station of SOUTH CENTRAL RAILWAY. Since its 

inception, SC Railway laid 342.805 Rkm of new lines, converted 2676.19 Rkm from MG to BG 

and carried out a doubling of track on 1272.453 Rkm, constructed many major river bridges 

including the engineering marvels Viz., II Godavari Bridge and III Godavari Bridges at 

Rajahmundry. 

 Towards customer satisfaction, it had established the Computerized Passenger Reservation 

Systems at 85 Stations/locations and offer reservations for any train from any station in the 

Country. For gaining efficiency in freight operations, SCR established Freight Operations 

Information System (FOIS) in its jurisdiction and has already introduced Rack Management 

Systems at 23 Stations and Terminal Management System at 31 stations. 

      It’s Passenger and Freight performance has met with stupendous leaps forward. The freight 

loading which was only 9.00 million tons in the year of its inception, 1966, has seen a quantum 

jump and touched 44.79 Million tons in the financial year 2003-2004. Passenger transport too 

has met with tremendous growth touching 195.65 millions in the year 2003-2004 as against 50 

millions in the year of inception and the gross earning from Rs. 58.00 Cr. To 3683.00 Cr in the 

fiscal year 2003-2004. 

Ministry of Railways Schemes: 

Avataran: 

Avataran is an umbrella program consists of 7 missions 

 Mission 25 Tone – It aims to increase revenue by augmenting carrying capacity. 

 Mission Zero Accident – It comprises of two sub missions such as Elimination of 

unmanned level crossings on broad Gauge in the next 3-4 years and Equipping 100% of 

the High Density Network with Train Collision Avoidance System (TCAS). 

 Mission PACE (Procurement and Consumption Efficiency) 

 Mission Raftaar – It targets doubling of average speeds of freights trains  and increasing 

the average speed of superfast mail/express trains by 25 kmph in the next years.  
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 Mission Hundred – Under this mission, at least a hundred sidings will be commissioned 

in the next 2 years. Siding refers to low-speed track section / track branch distinct from a 

running line. 

 Mission beyond book-keeping – It will establish an accounting system where outcomes 

can be tracked to 

 Mission Capacity Utilisation – It proposes to prepare a blueprint for making full use of 

the huge new capacity that will be created through two Dedicated Freight Corridors 

between Delhi-Mumbai and Delhi- Kolkata scheduled to be commissioned by 2019. 

VIKALP: 

The Alternate Train Accommodation Scheme (VIKALP) scheme aims to facilitate 

waitlisted passengers to get an alternative train accommodation within 12 hours of the 

original train. 

 The waitlisted passengers will get confirmed accommodation in next 

alternative train if they opt for it while booking. 

 No extra charges will be paid by the passenger to avail this scheme. 

Clone train services: 

 The proposed service will run‘ on high-demand routes within an hour of a scheduled 

train‘s departure to accommodate those on its waiting list. 

 The idea is to ensure that they reach their destination around the same time they had 

originally envisaged 

Infrastructure 

 Workshops 

 Sheds 

 Depots 

 Training Institutes 

 Healthcare 

Projects 

 Electric loco shed, Guntakal  
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 Midlife Coach factory, Kurnool  

 Periodic Wagon overhauling workshop, Kazipet  

 Bogie Components Manufacturing unit, Thottambedu 

Railway Protection Force:: 

The Railway Protection Force has emerged from a turmoil of systems; there being as many 

forms of its existence and as many modes of functioning as there were railway Companies in 

British India for imparting the set-up a uniformity of working, the RPF Rules were enacted in 

1959 and RPF Regulations published in 1966. In the same year, some limited powers to 

apprehend and prosecute offenders involved in railway property were conferred on the Force by 

enacting the railway Property (Unlawful Possession) Act, 1966. Primarily RPF has been 

entrusted with responsibility of the safety of Railway property. But, while the provisions of RPF 

Act were soon found wanting for the maintenance of an effective and disciplined Force, the 

RPF Rules and Regulations too were found judicially unsound. The RPF Act, 1957 was 

accordingly modified by Parliament vide Act No.60 of 1985 on 20 September 1985 for the 

constitution and maintenance of the Force as an armed force of the Union. 

The Committee recommended that since policing on the railways is the constitutional 

responsibility of the State Governments, certain matters relating to the security of railway 

passengers could be segregated from the policing functions and be given to the Railway 

Protection Force. The Committee also recommended that the Railway Protection Force may be 

given the following additional duties relating to security of passengers. 

The Railway Ministry accepted the above recommendations of the Committee. Accordingly, 

RPF by an amendment of the Railways Act/RPF Act has been empowered to deal with the 

offences, which directly relate to the functioning of the Railways, as the Police, being 

preoccupied with the law and order duties, have little time for these minor offences. It was 

against this backdrop that the RPF Act and The Railways Act have been amended.  

1. Escorting of passenger trains in vulnerable areas. 

2. Providing access control, regulation and general security on the platforms, in passenger areas 

and circulating areas. 
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3. Further, it was felt that for effectively dealing with the cases under the Railways Act, the 

Railway Protection Force should be empowered to enquire and to launch prosecution against 

the persons committing offences under the Railways Act and accordingly the Railway Act has 

been amended to empower RPF to investigate and prosecute in offences covered under the Act. 

4. Railway Protection Force will be legally enabled to provide protection and safeguard to the 

passenger and his luggage, which will ensure better Passenger Facilitation. 

5. Access control to stations can be regulated in a more effective way and general security on the 

platforms in passenger area and circulation area will get reinforced 

6. Empowerment under The Railways Act will ensure more smooth train operations since many 

sections of The Railways Act aim at hassle-free train operations. 

7. Entrusting of new responsibilities to RPF would mean optimum utilization of human resources. 

8. Railway Protection Force will be able to take steps for prevention of any cognizable offence 

against the passengers and will also be legally empowered to apprehend any person who is 

involved in such offences. 

With the introduction of amendment in RPF and Railways Act, RPF has been vested with 

the powers to investigate in Railways Act cases. RPF has accepted the challenge and 1286 

important passenger trains have been provided with RPF escorts over Indian Railways. 

Particulars of Organization, Function and Duties 

Railway Protection Force is constituted and maintained by the Central Government as an 

Armed Force of the Union for the better protection and security of Railway property. This Force 

is constituted as per Section - 3 of RPF Act, 1957 (Amended 1985 & 2003). 

Organizational set up of zonal railway: 

1. For the purposes of the act, a unit of the force shall be distributed over each zonal railway 

including railway establishments and other railway areas served by that zonal railway.  

2. The head of the Security Department in each zonal railway shall be a Chief Security 

Commissioner and the entire unit of the Force posted on that Railway (including railway 

establishments located on that railway) shall be under his command, supervision and 

administration.  
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3. A Chief Security Commissioner shall be assisted at his headquarters (hereinafter referred to as 

the Security Commissioner) by such number of Superior officers and enrolled members of the 

Force as may be appointed from time to time to look after the work of administration including 

personnel matters, crime and special intelligence, fire, prosecution, stores, reserve companies, 

training and claims prevention. 

 

Zonal Organizational Setup of Railways 

1. The head of the Security Department in each zonal railway shall be a Chief Security 

Commissioner and the entire unit of the Force posted on that Railway (including railway 

establishments located on that railway) shall be under his command, supervision and 

administration.  

2. The head of the Security Department in each zonal railway shall be a Chief Security 

Commissioner and the entire unit of the Force posted on that Railway (including railway 

establishments located on that railway) shall be under his command, supervision and 

administration. 

3. A Chief Security Commissioner shall be assisted at his headquarters (hereinafter referred to as 

the Security Commissioner) by such number of Superior officers and enrolled members of the 

Force as may be appointed from time to time to look after the work of administration including 

personnel matters, crime and special intelligence, fire, prosecution, stores, reserve companies, 

training and claims prevention. 

 

Organizational setup in the Division 

1. The Force on each zonal railway shall be further distributed over divisions railway 

establishments.  

2. Each division or railway establishment shall be headed BY A divisional Security 

Commissioner, who shall be assisted by such number of other superior officers and enrolled 

members of the Force as may be appointed from time to time.  

3. For operational purposes, a division may be divided in to sub-divisions each under the charge of 

a superior officer.  
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4. A division or sub-division shall consist of one or more static posts and mobile companies 

organized in the manner specified in sub-rules (2) and (3) or rule 17 

5. Each Post or a company shall be under the charge of an officer not below the rank of an 

Inspector who may be assisted by such number of enrolled members of the Force as may be 

determined from time to time by the Chief Security Commissioner.  

6. A static post or a mobile company may have one or more out-posts or detachments attached to 

it, each headed by an officer not below the rank of sub-Inspector and comprising of such 

number of other enrolled members of the Force as may be determined by the Chief Security 

Commissioner. 

7. A fire station shall be headed by an officer nor below the rank of a sub inspector and consists of 

such number of other enrolled numbers of the force as may be appointed from time to time for 

fire fighting and fire prevention. 

 

Branches of the force on a Zonal Railway 

1 Force deployed on each zonal railway shall consists of the following three branches, 

namely:-  

(a) Executive Brach 

(b) Prosecution Branch, and  

(c) Fire service branch  

2 These branches shall consists of such number of superior officers and other enrolled 

members of the Force as may be determined by the Chief Security Commissioner with 

the approval of the Director-General.  

3 The enrolled members in the respective branches of the Force, who are under the 

administrative control of the Chief Security Commissioner shall from a separate cadre in 

each such branch for the purposes of fixation of seniority.  

4 No enrolled member of the Force shall be eligible for transfer from one branch to another 

except for filling up of vacancies of and below the rank of Assistant Sub-Inspector in the 

Prosecution branch. 

 



 

 

 

 

 

 

 

CHAPTER IV 

THEORETICAL FRAMEWORK 
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Introduction: 

Definition of Training and Development: 

Training is a process in which the trainees get an opportunity to learn the key skills which 

are required to do the job. Learning with earning is known as training. It helps the employees to 

understand the complete job requirements. 

Nowadays, many organisations organise a training program for the new recruits just after 

their selection and induction, to let them know about the rules, policies and procedures for 

directing their behaviour and attitude as per the organisational needs. Training also helps the 

employees to change the conduct towards their superior, subordinates and colleagues. It helps to 

groom them for their prospective jobs. 

The training for the top level employees is considered as development, also known as 

management or executive development. It is an on-going systematic procedure in which 

managerial staff learns to enhance their conceptual, theoretical knowledge. It helps the individual 

to bring efficiency and effectiveness in their work performances. 

Development is not only limited to a particular task, but it aims to improve their 

personality and attitude for their all round growth which will help them to face future challenges. 

It changes the mindset of the employees and makes them more challenging or competing. 

Need for Training Program’s: 

Every organization needs to have a well -trained and experienced people to perform the 

activities that have to be done. It is necessary to raise the skills levels; specially training 

programs  are need to the organization to build the gap between the oraganizational requirements 

and the employee specification. 

In addition to the above reason the Training programs are needed due to the following 

reasons: 

1.To increase productivity 

2.To improve quality 
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3.To improve organizational climate 

4.To improve health and safety 

5.Obsolescene prevention 

6.Personal growth 

7.Reduces the time consuming and wastage 

8.For technical advancement 

1.To increase productivity: 

Training instruction can help employee’s increase their level of performance on their 

present assignment . Increased human performance often directly leads to increased operational 

productivity and increased company profit ; again increased performance and productivity 

because of training programs are most evident on the part of the new employees who are not yet 

fully aware of the most efficient and effective ways of performing their jobs. 

2.To improve quality: 

Better informed workers are less likely to make operational mistakes. Quality increases 

may be in relationship to a company product or service or in reference to be intangible 

organizational employment atmosphere. 

3. To improve Organizational Climate: 

An endless chain of positive reactions results from a well planned training program. 

Production and Product quality may improve. Financial incentives may then increased, internal 

promotions become stressed. Less supervisory pressures ensure and base pay rate increases, and 

raises morale may be due to many factors, but one of the most important of these is the current 

state of organizational climate. 

4. To improve Health and Safety: 

Proper training can help prevent industrial accidents. A safer work environment leads to 

more stable mental attitudes on the part of employees. Managerial mental state would also 
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improve. If supervisors know that they can make themselves better through company designed 

and development programs. 

5. Obsolescence prevention: 

Training and development programs faster the initiative and creativity of employees and 

helps to prevent manpower obsolescence ,which may due to age temperament or motivation on 

the inability of person to adapt himself to technological changes employments of inexperienced , 

now or badly labour requires instruction for an effective performance of job. 

6. Personal Growth: 

Employees on a personal basis gain individually from their exposure to educational. 

Again Management  development programs seem to give participants a wicker. 

7. Reduces the time Consuming and Wastage: 

By training programs to employees to do work in more effective way and reduces the 

learning time, reduces the supervision time and reduces the wastage and spoilage or raw material 

and produces quality foods and develop their potential power. 

8. For Technical Advancement: 

Old employees need refresher training to enable the changing methods, techniques and 

use of handling sophisticated tools and equipments. So the training programs are need to the 

employees to changing the works according to the current technology. 

Benefits of Training Programs to Employees: 

Training is most technique for Human Resources Development. By introducing Training 

programs to employees in the organization they get the following benefits. 

 Training programs provides information for improving leadership knowledge, communication 

skills and attitudes. 

Helps to eliminate feat in attempting new tasks. 

Improves the job knowledge and skills at all levels of the employees. 
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Improves interpersonal skills. 

Helps prepare guidelines for work. 

Improves the morale of work space. 

To build better Human relationship. 

 For improving team work and team spirit 

Improves the relationship between boss and sub-ordinate. 

Provides information for future needs in all areas of the organization. 

 Improve labor management readopts. 

 

Training and Development Process 

Training and development is a continuous process as the skills, knowledge and quality of 

work needs constant improvement. Since businesses are changing rapidly, it is critical that 

companies focus on training their employees after constantly monitoring them & developing 

their overall personality. 

Steps for training and development processes are: 

1. Determine the need of training and development for individuals or teams 

2. Establish specific objectives & goals which need to be achieved 

3. Select the methods of training 

4. Conduct and implement the programs for employees 

5. Evaluate the output and performance post the training and development sessions. 

6. Keep monitoring and evaluating the performances and again see if more training is required. 

Hence, this concludes the definition of Training and Development along with its overview. 

 

Training methods: 
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A major consideration in choosing among the various training methods is determining which 

ones are appropriate for the KSA to be learned. These training methods are classified into two 

types: 

They are 

a) One-the job Training Methods. 

b) Off-the job Training Methods. 

a) On-The job Training Methods: 

This method is also known as job instruction training. The individual is placed on a 

regular job and taught the skills necessary to perform that job. These trainees learn under the 

supervision and guidance of a qualified worker of instructor. This method gives the first hand 

knowledge and experience under the actual working conditions. While the trainee learns how to 

perform a job her is also a regular worker rendering the services for which he is paid. 

1. Job Rotation: 

The movement of the trainee forms one job to another will be done under this method. 

The trainee receives job knowledge and gains experience from his supervisor or Trainer in each 

of the different job assignments. Trainers can also be rotated from job to job in workshop job. In 

this method the trainees understand the problems of employees their jobs and respect them. 

2. Coaching: 

   The trainee is placed under a particular supervisor who functions as a coach in the 

training individual . The supervisor provides feed back to the trainee on his performance and 

offers him some suggestions for improvement. A limitation of this method of training is that the 

trainee may not have the freedom or opportunity to express his own ideas. 

3. Job Instruction: 

  This method is also known as training through step by step. The trainer explains to the 

trainee the way of doing the jobs, jobs knowledge and skills and allows him to do the job. The 
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trainer appraises the performance of the trainee, provides feedback information and corrects the 

trainee. 

4. Committee Assignments: 

   A group of trainees are given and asked to solve an actual organizational problem. The trainees 

solve the problem jointly. It develops team work. 

5. Under Study: 

   An under study is a person who is in training to assume at future time, the full method supplies 

to organization person with as much competency as much as the superior to fill his post, which 

may fall vacant because of promotion, retirement to transfer. Their leaders skills are also be 

taught by assigning him the task of supervising two or three people of the department. 

6.  Multiple Management: 

Multiple management is a system in which permanent advisory committees of mangers study 

problems of the company and recommendations to the higher management. It is also called as 

junior-board of executive system. These committees discuss the actual problem and different 

alternatives solutions after which is decisions are taken. 

b) Off-the-job Training Methods: 

In this method the trainee is separated from the job situation and his attention is focused 

upon the learning material related to this future job performance. In this method the trainee can 

concentrate on learning the job performance. In this method the trainee can concentrate on 

learning the job rather than spending the job in performing it. The trainee have the freedom of 

expression in this method. 

1. Vestibule Training: 

  This method is commonly used for training personnel for clerical and semi-skilled jobs. The 

duration of the training ranges from days to a few weeks. Theory can be related to practice in this 

method. 

2. Role Playing: 
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   It is the method of human interaction that involves realistic behavior in imaginary situations. 

This method involves action ,doing and practice; the participants pay the role of certain 

characters such as production manager , quality control inspectors, foremen, workers . This 

method is mostly used for the developing interpersonal interactions and relations. 

3. Lecture Method: 

The lecture is a traditional and direct method of instruction. The instructor organized the material 

and gives it to group of trainees in the form of a talk. The lecture must motivate the create 

interest among the trainees. The major limitation of the lecture method is that it does not provide 

for transfer of training effectively. 

4. Conference or Discussion: 

It is a method in training in the clerical, professional and supervisory personnel, a group of 

people who pose ideas, examine and share facts, ideas and data, test assumptions and draw 

conclusions, all of which contribute to the improvement of job performance.  In this method 

there is a two-way communication , which enhances feedback. Leadership skills are required for 

the success of this method. 

5. Programmed Instruction: 

In this method the subject matter to be learned is presented in a series of carefully planned 

sequential units. These units are arranged from simple to more complex levels of instruction. The 

trainee goes through these units by answering questions or filling the blanks. 

6. In basket Method: 

The trainees are first given background information about a simulated company its products, key 

personnel, various memorandum, requests and all data obtaining to the firm. The trainee has to 

understand all this, make notes, delegate  tasks and prepare memos within a specified amount of 

time. 

7. The Case Study: 
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 Cases are based on the basis of actual business situations that happened in various organizations, 

the trainees are gives cases for discussing and deciding upon the cases. When they are asked to 

identify the apparent and hidden problems for which they suggest solutions. 

             Difference  Between Training & Development: 

TRAINING DEVELOPMENT 

Training is a learning process in which 

employees get an opportunity to develop 

skill, competency and knowledge as per 

the job requirement. 

Development is an educational process which is 

concerned with the overall growth of the 

employees. 

Training is a short term process. Development is a long term process. 

Training focuses on role. Development focuses on person. 

Training aims at a specific job or role 

requirement. 

Development is more conceptual and focuses on 

overall progression of the individuals. 

It is job oriented process. It is career oriented process 

Training revolves around immediate or 

the present need. 

Development focuses on career building and 

progression. 
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Advantages of training and development: 

Training and development has a cost attached to it. However, since it is beneficial for companies 

in the long run, they ensure employees are trained regularly. Some advantages are: 

1. Helps employees develop new skills and increases their knowledge. 

2. Improves efficiency and productivity of the individuals as well as the teams. 

3. Proper training and development can remove bottle-necks in operations. 

4. New & improved job positions can be created to make the organization leaner. 

5. Keeps employees motivated and refreshes their goals, ambitions and contribution levels. 

 

Disadvantages of training and development: 

Even though there are several advantages, some drawbacks of training and development are 

mentioned below: 

1. It is an expensive process which includes arranging the correct trainers and engaging 

employees for non-revenue activities. 

2. There is a risk that after the training and development session, the employee can quit the job. 

  

Management Development: 

Management development is a planned, systematic and continuous process of learning and 

growth designed to induce behavioral change in individuals by cultivating their mental abilities 

and inherent qualities through the acquisition, understanding and use of new knowledge, insights 

and skills as they are needed for effective management. Management or executive development 

is a long-term educational future-oriented process. 

Methods of management development: 

a) Coaching: 
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In this method, superior guides and trains the subordinates or trainees as a coach. The content 

matter of coaching depends on the goals decided before the starting of coaching. The coach 

guides the trainees, reviews their performance time to time and suggests the changes required. 

This method works well if the coach and trainee are open with each other and there is an 

effective communication between them. Trainees take interest if they are recognized for 

improvement and rewarded for that. 

b) Job Rotation: 

According to Bennett, “Job rotation is a process of horizontal movement that widens the 

managers experience horizon beyond limited confines of his own.” 

Job rotation is a method in which a person is moved from one job to another on some pre-

planned basis. There is a rotation of jobs until the trainee acquires knowledge about all related 

jobs. The purpose of job rotation is to increase knowledge, skills, understanding of trainees about 

various jobs. It increases their confines. Job rotation method is usually designed for junior 

executives and it may take a period of six months to two years for one rotation to complete 

c) Under Study: 

In this method, one person is selected by supervisor and trained like his descendant. He is 

prepared to assume full time responsibilities of position presently held by supervisor. If the 

supervisor leaves the job or is on long absence due to illness, retirement, promotion or death, 

etc., then that trained person become available at the place of supervisor. Supervisor gets most of 

his work done from the trainee, discusses problems with him and involves him in decision 

making. Trainee is also allowed to attend discussions and meetings as a representative of 

supervisor. 

d)  Multiple Management: 

In this method, a junior board of executives is made to learn the skills of Board of Directors 

(BOD). Major problems are analysed by junior board and recommendations given to BOD. This 

is beneficial to junior board of executives as they learn problem solving techniques and it 

benefits BOD as they get the valuable opinions of executives. Vacancies of BOD can be filled 

from junior board of executives. 

e) Case Studies: 
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In this method, trainees are given a case in writing. Case here means a business problem or a 

situation which demands a solution. Trainees are directed to analyse the problem, find alternative 

courses of action, evaluate alternative courses and select most appropriate solution. The trainer 

sees the solution and guides regarding it and ensures that no relevant fact is missed. 

f) Conference Method: 

A formal meeting conducted deliberately is called as conference. The participants discuss the 

topic, give their ideas. The conference can be divided into small sessions also. This method 

emphasises on interaction and participation of trainees. This method also helps to develop 

conceptual knowledge, modify attitude and is suitable for a group of 15-20 persons. In a group 

with more than 20 persons, active participation would not be possible. 

g) Role Play: 

In this method, trainees are given the roles which they act on the stage. Role players act before 

the class. This is a realistic behaviour of imaginary situations. Roles are given for situations like 

hiring, firing, interviewing, grievance handling, disciplining a worker, presentation to clients or 

customers etc. 

h) Lectures: 

Lectures are an easy method for development when number of trainees is large. It is cost 

effective and consumes less time. Lectures are formally organized talks in which instructor 

guides about specific topics. In lectures, various demonstrations, audio-visual aids and 

discussions can be used for creation of interest among listeners. 

This method is useful when the purpose is to teach facts, concepts, principles, attitudes and 

problem solving skills. 

 

 



 

 

 

 

 

 

 

CHAPTER V 

DATA ANALYSIS AND  

INTERPRETATION 
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1. Training improves performance of an employee: 

Table: 5.1 

S.NO Options No. of respondents Percentage 

1 yes 94 91% 

2 No 9 9% 

 Total 103 100% 

 

 

 

 

Interpretation : 

From the above graph, it is understand that, 91% of the employees opined positively that the 

training improve the performance because of the effective training measures and 9% of the 

employees opined not positively that the training improves performance of an employee. 
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Graph : 5.1   Training improves performance of an 
employee 
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2. Are you satisfied with the standards and procedures of the training programme: 

Table: 5.2 

S.NO Options No. of respondents Percentage 

1 Yes, I am delighted 34 33% 

2 Satisfied 57 56% 

3 No, I am not satisfied 9 8% 

4 Dissatisfied   3 3% 

 Total 103 100% 

 

 

Interpretation: 

From the above graph, it is understand that, 33% of the employees opined that they are delighted 

about the standards and procedures of training, 56% of the employees opined that they are 

satisfied about the standards and procedure of training, 8% of the employees opined that they are 

not satisfied about the standards and procedure of training and 3% of the  employees opined that 

they  are dissatisfied about the standards and procedures of training. 
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Graph:5.2       Standards and procedure of training 
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3. Training session involve: 

Table: 5.3 

S.NO Options No. of  respondents Percentage 

1 Only theory 11 10% 

2 Only practical 14 14% 

3 Both theory and 

practical 

78 76% 

 Total  103 100% 

 

 

 

 

Interpretation: 

From the above graph, it is understand that, 10% of the employees opined that training session 

involve only theory, 14% of the employees opined that training session involve only practical 

and 76% of the employees opined that training session involve both theory and practical. 
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Graph:5.3       Training session involve 
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4. Training given for both new and existing employees: 

Table: 5.4 

S.NO Options No .of respondents Percentage 

1 Only to new  33 32% 

2 Only to existing 11 11% 

3 Both 59 57% 

4 None 0 0 

 total 103 100% 

 

 

 

Interpretation: 

From the above graph, it is understand that, 32% of the employees opined  that training given for 

only to new, 11% of the employees opined that training given for only to existing and 57% of the 

employees opined that training given for both new and existing employees. 
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Graph:5.4       Training for both new and existing employees 
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5. Type of training effective in south central railway: 

Table: 5.5 

S.NO Options No. of respondents Percentage 

1 On the job 27 26% 

2 Off the job 42 41% 

3 both 34 33% 

 Total  103 100% 

 

 

 

Interpretation : 

From the above graph, it is understand that, 26% of the employees opined that on the job training 

is effective in South Central Railway, 41% of the employees opined off the job training is 

effective in South Central railway, 33% of the employees opined that  both on the job and off the 

job are effective in South Central railway. 
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 Graph:5.5          Type of training effective in south central 
railway 
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6. Organization consider training as a part of organizational strategy:  

Table: 5.6 

S.NO Options No. of respondents Percentage 

1 Strongly agree 27 26% 

2 Agree  43 42% 

3 Some what agree  22 21% 

4 Disagree  11 11% 

 Total  103 100% 

 

Interpretation : 

From the above graph, it is understand that, 26% of the  employees opined that they are strongly 

agree training as a part of organization strategy, 42% of the employees opined that they are agree 

training as a part of organization strategy, 21% of the employees opined that they are  somewhat 

agree training as a part of organization strategy and 11% of the employees are disagree with this 

statement. 
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Graph:5.6   Training as a part of organization strategy 
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7. Organization assess the impact of training: 

Table: 5.7 

S.NO Options No. of respondents Percentage 

1 Performance  59  57% 

2 Feedback  44 43% 

 Total  103 100% 

 

 

 

Interpretation : 

From the above graph, it is understand that, 57% of the employees opined that the organization 

assess the impact of training through performance and 43% of the employees opined that 

organization assess the impact of training through feedback. 
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Graph:5.7    Assesment of impact of training 
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 8. Type of training effective for new recruits: 

Table: 5.8 

S.NO Options No. of respondents Percentage 

1 Technical training 41  40% 

2 Management training 37 36% 

3 Presentation skill 13 13% 

4 Others  12 11% 

 Total  103 100% 

 

 

Interpretation : 

From the above graph, it is understand that, 40% of the employees opined that technical training 

effective for new recruits, 36% of the employees opined that management training is effective 

for new recruits, 13% of the employees opined that presentation skill is effective for new recruits 

and 11% of the employees opined others. 
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Graph:5.8    Type of training effective for new recruits 
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9. Time duration given for the training period is: 

Table: 5.9 

S.NO Options No. of respondents Percentage 

1 Sufficient  49 46% 

2 Should be extended 26 26% 

3 Too short 13 13% 

4 Manageable  15 15% 

 Total  103 100% 

 

 

 

Interpretation : 

From the above graph, it is understand that, 46% of the employees opined that time duration for 

the training period is sufficient, 26% of the employees opined that time duration should be 

extended, 13% of the employees opined that time duration for training period is too short and the 

15% of the employees opined that time duration for training period is manageable. 
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Graph:5.9       Time duration for training peroid 
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10. Training helps to increase the motivational level of employees: 

Table: 5.10 

S.NO Options No .of respondents Percentage 

1 Yes  49 48% 

2 No  54 52% 

 Total  103 100% 

 

 

 

Interpretation : 

From the above graph, it is understand that, 48% of the employees opined positively that training 

increase motivational level of employees and 52% of the employees opined not positively that 

training increase the motivational level of employees. 
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Graph:5.10        Training increase the motivational level 
of employees 
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11. Training received by you is useful in doing present job: 

Table: 5.11 

S.NO Options No. of respondents Percentage 

1 Yes   37  36% 

2 No  23  22% 

3 Some times  43 42% 

 Total  103 100% 

 

 

 

Interpretation : 

From the above graph, it is understand that, 36% of the employees opined positively that training 

received by them useful in doing present job, 22% of the employees opined not positively that 

training received by them useful in doing present job and 42% of the employees opined that 

sometimes training received by them is useful in doing present job. 
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Graph:5.11       Training received by you useful in doing 
present job 
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12. Knowledge gained in training is applicable in future: 

Table: 5.12 

S.NO Options No. of respondents Percentage 

1 Some extent  33 32% 

2 To a greater extent  49 48% 

3 none 21 20% 

 Total  103 100% 

 

 

 

Interpretation : 

From the above graph, it is understand that, 32% of the employees opined that they are satisfied 

with the knowledge gained in training applicable in future, 48% of the employees opined that 

they are not satisfied with the knowledge gained in training applicable in future and 20% of the 

employees opined that knowledge gained in training is average. 

0 

10 

20 

30 

40 

50 

60 

satisfied  not satisfied  avaerage 

%
 
o
f
 

r
e
s
p
o
n
d
e
n
t
s
 

Graph:5.12       Knowledge gained in training applicable 
in future 
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13. Change or improvement in your performance after attaining the training programme: 

Table: 5.13 

S.NO Options No. of respondents Percentage 

1 Yes 69  67% 

2 No  34 33% 

 Total  103 100% 

 

 

 

Interpretation : 

From the above graph, it is understand that, 67% of the employees opined positively that there is 

improvement in performance after attaining training programme and 33% of the employees 

opined not positively that there is improvement in performance after attaining training 

programme. 
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Graph:5.13      Improvement in performance after 
training 
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14.  Pre-training and post training tests are conducted in the organization: 

Table: 5.14 

S.NO Options No. of respondents Percentage 

1 Yes  46 45% 

2 No  57 55% 

 Total  103 100% 

 

 

 

Interpretation : 

From the above graph, it is understand that, 45% of the employees opined positively that pre-

training and post-training tests are conducted in the organization and 55% of the employees 

responded not positively about the pre-training and post-training tests conducted in the 

organization. 
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Graph:5.14       Pre-training and Post- training tests 



51 
 

15.Satisfaction with the information provided by trainer during the training session: 

Table: 5.15 

S.NO Options No. of respondents Percentage 

1 Satisfied 49  48% 

2 Not satisfied 23 22% 

3 average 31 30% 

 Total  103 100% 

 

 

 

Interpretation : 

 From the above graph, it is understand that, 48% of the employees opined that they are satisfied 

about the information provided by the trainer, 22% of the employees opined that they are not 

satisfied about the information provided by the trainer and 30% of the employees opined that the 

information provided by the trainer is average. 
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Graph:5.15        Satisfied with the information provided 
by the trainer 
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16 . Have you ever come across any problem during the training session in your organization: 

Table: 5.16 

S.NO Options No. of respondents Percentage 

1 Yes  54 52% 

2 No  49 48% 

 Total  103 100% 

 

 

 

Interpretation : 

From the above graph, it is understand that, 52%of that employees opined that they come across 

problem during the training session and 48% of the employees opined that did not come across 

problem during training session. 
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Graph:5.16         Problem during training session 
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17. Pre-training and Post-training test influence the learning: 

Table: 5.17 

S.NO Options No. of respondents Percentage 

1 To some extent 33 32% 

2 To the extent possible 22 21% 

3 To  full extent 14 14% 

4 Not at all 34 33% 

 Total  103 100% 

 

 

 

Interpretation : 

From the above graph, it is understand that, 32% of the employees opined that pre-training and 

Post-training tests influence the learning to some extent, 21% of the employees opined that pre-

training and Post-training tests influence the learning to the extent possible, 14% of the 

employees opined that pre-training and Post-training tests influence the learning to full extent 

and 33% of the employees opined that pre-training and Post-training tests influence the learning 

not at all.  
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Graph:5.17             Pre-training and Post-training tests          
influence the learning 
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18. Best way of training and development will be? 

Table: 5.18 

S.NO Options No. of respondents Percentage 

1 theoretical 10  10% 

2 Practical 39 38% 

3 Both 54 52% 

 Total  103 100% 

 

 

 

Interpretation: 

From the above graph, it is understand that, 10% of the employees opined that theory is the best 

way of training and development, 38% of the employees opined that practical is the best way of 

training and development and  52%  of the  employees opined that both theory and practical is 

the best way of training and development. 
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Graph:5.18       Best way of training and development 
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19. Are you satisfied with the present method of training: 

Table: 5.19 

S.NO Options No. of respondents Percentage 

1 Yes 79 77% 

2 No  24 23% 

 Total  103 100% 

 

 

 

Interpretation : 

From the  above graph, it is understand that, 77% of the employees opined positively that they 

are satisfied with the present method of training and 23% of the employees opined not positively 

about the present method of training. 
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Graph:5.19        Satisfied with the present method of 
training 



 

 

 

 

 

 

 

CHAPTER VI 

FINDINGS, SUGGESTIONS AND 

CONCLUSION 
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 Findings : 

 In the organization 91% of the employees feel that training improve the performance in 

the organization where it helps in increase the level of knowledge and skills  

 Where 56% of the employees  are satisfied with the standards and procedures of training 

program. 

 In the training session, 76% of the employees responded that the training involve both 

theory and practical and the organization provides the training for both new and existing 

employees. 

 It is found that 52% of the employees feel that training  does not increase the 

motivational level. 

 About the information provided by the trainer 48% of the  employees are satisfied and 

22% of the employees are not satisfied with the information provided by the trainer. 

 The organization asses the impact of training through performance. 

 In the organization 45% of the employees say pre-training and post training tests are 

conducting in the organization. 

 It is found that 32% of the employees feel that pre-training and post-training tests 

influence the learning. 

 Where 52% of the employees feel that the best way of training will be both theory and 

practical. 

 It is found that there is no problem in the training given by the organization to its 

employees. 
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 Suggestions : 

 The organization has to implement new technologies in providing training to it's 

employees to make training program more interesting to them. 

 The training and development programs should be used on specific needs of the 

organization and it's employees. 

 On the job and off the job training is equally important. Provide both the training 

continuously to the employees. 

 Pre-training and Post-training tests should be conducted regularly so that it improves the 

performance of the employees. 

 The training and development programs should also focus on motivational programs and 

other training programs for the development. 
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Conclusion: 

Training and development is necessary for today’s employees because of dynamic business 

environment. The training makes staff more efficient and motivated in this highly competitive 

world. Training makes employees to know the latest trends in technology and use them 

according to the company’s objectives.Training and development is one of the main functions of 

the human resource management department. Training refers to a systematic set up where 

employees are instructed and taught matters of technical knowledge related to their jobs. It 

focuses on teaching employees how to use particular machine and specific tasks to increase 

efficiency. 

Training helps employees to identify their weakness and how to overcome them. The employees 

view training and development as a stepping stone for enriching their career and fulfilling their 

personal needs. 
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Questionnaire on Training and Development in South Central Railway 
Vijayawada 

Name:…………………………………….                                              Experience  :…………………………………. 
 
Age  :…………………………………                                                     Designation :……………………………… 
 
Gender :……………………………………… 
 
 

1. Does training improve the performance of an employee? 

A)Yes.                                                       B) No 

2. Are you satisfied with the standards and procedure of training program? 

       A)Yes, I am delighted                               B) Satisfied 

       C)No, I am not satisfied.                           D) Dissatisfied 

3. Training session involve? 

      A) Only theory                                           B)Only practical 

      C)Both theory and practical 

4. Does training given for both new and existing employees? 

      A)Only to new                                             B) Only to existing 

      C)Both.                                                         D) None 

5. What type of training is effective in South Central railway to it's employees? 

      A)On the job                                                B)Off the job 

      C)Both 

6. Does your organization consider training as a part of organizational strategy? Do you agree 
with this statement? 

        A)Strongly agree                                        B)Agree 
  
         c)Somewhat agree                                     D)Disagree  
   
7. How does the organization asses the impact of training? 
 

A) Performance                                              B)Feedback  
 
8. What type of training imparted to new recruits? 
 

A) Technical training                                       B)Management training 
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       C)Presentation skill                                              D)Others 
 
9. Do you think the time duration given for the training period is? 
 

A) Sufficient                                                           B)Should be extended 
 
      C) Too short                                                              D)Manageable 
 
10. Does the training helps to increase the motivational level of employees? 
 

A) Yes                                                        B)No 
 

11. Do you feel the training received by you is useful in doing present job? 
 

A) Yes                                                                        B)No 
 
     C)Sometimes 
 
12. Do you think the knowledge gained in training is applicable in future? 
 

A) Some extent                                                              B)Greater extent 
 
      C)None  
 
13.Did you find the change or improvement in your performance after attaining the training 
programme? 
 

A) Yes                                                                              B)No 
 
14. Do pre-training and post training tests are conducted in the organization? 
 

A) Yes                                                      B) No 
 
 15. Are you satisfied with the information provided by trainer during the training session?   
 

A) Satisfied                                                            B)Not satisfied 
 
   C)Average 
 
16. Have you ever come across any problem during the training session in your organization? 
 

A) Yes                                                        B)No 
 
17. Do the pre-training and post training test influence the learning? 
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A) To some extent                                                                      B) To the extent possible 
 
   C)To full extent                                                                          D)Not at all 
 
18. The best way of training and development will be? 

     A)Theoretical                                                          B)Practical 
 
C)Both 
 
19. Are you satisfied with the present method of training? 
 

A) Yes                                                                                          B)No 
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Chapter- 1 
 
 
 

Introduction 
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1.1 INTRODUCTION 
 
 
 

The Securities and Exchange Board of India (Mutual Funds) Regulations, 1996 defines a 

mutual fund as “a fund established in the form of a trust to raise money through the sale of Units 

to the public or a section of the public under one or more schemes for investing in securities, 

including money market instruments”. According to the above definition, a mutual fund in India 

can raise resources through sale of units to the public. It can be set up in the form of a Trust 

under the Indian Trust Act. Mutual Fund is a trust that  pools together the resources of investors 

to make a foray into investments in the capital market thereby making the investor to be a part 

owner of the assets of the mutual fund. If the value of the mutual fund investments goes up, the 

return on them increases and viceversa. 

 
The net income earned on the funds, along with capital appreciation of the investment, is 

shared amongst the unit holders in proportion to the units owned by them. Mutual Fund is 

therefore an indirect vehicle for the investor investing in capital markets. A Mutual fund is an 

organization (in India this organization must be in the form of a trust) that pools the savings of a 

number of investors called as unit holders who share common goal. The money thus collected is 

invested by the professional fund manager’s indifferent types of securities depending upon the 

objectives of the scheme. The return/ loss on investment are shared by the unit holders in 

proportion to the number of units owned by them. 
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According to Association of Mutual Funds in India (AMFI), “A mutual fund is a trust  

that pools the savings of a number of investors who share common financial goal”. Anybody  

with an investible surplus of as little as a few thousand rupees can invest in mutual funds. This 

investor buys units of a particular mutual fund scheme that has a defined investment objective 

andstrategy. 

 
Mutual Fund is a trust that pools money from investors by selling shares of the fund like 

any other type of company that sells stock to the public. 

 
The raised money is used in different securities like stocks, bonds, money markets & 

commodities etc. Each mutual fund has common financial goal and the money is invested in 

accordance with the objective. Periodically checking up on how the mutual fund is doing is 

important, and there are lots of measures that the investor can use to perform the checking. A 

funds track record may be the single most important factor that an investor checks before opting 

for a mutual fund product. Hence evaluating funds is important before investing. But it is 

becoming increasingly important for investors to take note of other parameters too, while 

deciding between mutual funds. 
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1.2 NEED FOR THESTUDY: 
 
 

Mutual Funds schemes are volatile, as well as reliable. An investor has to keep 

information about shares on a regular basis. The Investor has to take the decisions correctly and 

wisely before going to invest in a Mutual Fund. In the present changing scenario one has to know 

the performance of various schemes by comparing to that of competitors fund. It gives an idea to 

the analyst about how the business is going on. 

The study will definitely help the company and the researcher to analyze the present 

situation of various schemes and to know whether these funds are performing to their 

expectations or not. Researcher has to analyse these mutual fund schemes with performance 

measures like variance, standard deviation and sharpe ratio. 
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1.3 SCOPE OF THESTUDY: 
 

Scope of Mutual Funds has grown enormously over the years. In the first age of mutual 

funds, when the investment management companies started to offer mutual funds, choices were 

few. Even though people invested their money in mutual funds as these funds offered them 

diversified investment option for the first time. 

By investing in these funds investors were able to diversify their investment in common 

stocks, preferred stocks, bonds and other financial securities. At the same time Investors also 

enjoyed the advantage of liquidity. With Mutual Funds, they got the scope of easy access to their 

invested funds on requirement. Ultimately this would help in understanding the benefits of 

mutual funds to investors and also estimating the risk and return has been studied at Sharekhan 

Ltd. 
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1.4 OBJECTIVES OF THESTUDY: 

 
 To Analyze the structure of mutual fund inIndia.

 To Understand the concept of equity diversified mutualfunds.

 To measure the risk of mutual fund schemes by usingtools.

 To evaluate the performance of schemes by using risk adjustmentreturns.

 To offer various findings and suggestions for improving the performance ofscheme.
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1.5 Research methodology: A research methodology or involves specific techniques that 

are adopted in research process to collect, assemble and evaluate data. It defines those tools that 

are used to gather relevant information in a specific researchstudy. 

 
Data Collection: 

 
Data collection is two types. They are 

 
1) PrimaryData 

 
2) Secondary Data 

PrimaryData: 

Primary Data is data that has not been previously published, i.e. the data is derived from a new or 

original research study and collected at the source, e.g., in marketing, it is information that is 

obtained directly from first-hand sources by means of surveys, observation or experimentation. 

 
For this study there is no availability of the primary data. 

Secondary Data: 

Secondary data means that are already available i.e., they refer to the data which have already 

been collected and analyzed by someone else. When the researcher utilizes secondary data, then 

he has to look into various sources from where he can obtain them. 

 
The secondary data needed for the study was collected from published sources such as, 

Reference from textbooks and journals, 

Magazines, 
 

Internet. 
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1.6 LIMITATIONS: 

 
 The Study is based on only one Mutual FundScheme.

 For the data analysis the data is taken for 5years.

 Risk adjusted return calculated through sharpratio.

 For the calculation of risk tools Standard Deviation & Variance are onlytaken.

 Time period is limited to 45 daysonly.



 

Chapter – 2 

Industry Analysis 



 

INDUSTRY PROFILE 
 
 

MUTUAL FUND HISTORY 

The mutual fund industry in India started in 1963 

with the formation of Unit Trust of India, at the initiative of the Government of India and 

Reserve Bank of India. The history of mutual funds in India can be broadly divided into four 

distinct phases 

First Phase - 1964-1987 
 

Unit Trust of India (UTI) was established in 1963 

by an Act of Parliament. It was set up by the Reserve Bank of India and functioned under the 

Regulatory and administrative control of the Reserve Bank of India. In 1978 UTI was de-linked 

from the RBI and the Industrial Development Bank of India (IDBI) took over the regulatory and 

administrative control in place of RBI. The first scheme launched by UTI was Unit Scheme 

1964. At the end of 1988 UTI had Rs. 6,700 crores of assets under management.  

Second Phase - 1987-1993 (Entry of Public Sector Funds) 
 

1987 marked the entry of non-UTI, public sector 

mutual funds set up by public sector banks and Life Insurance Corporation of India (LIC) and 

General Insurance Corporation of India (GIC). SBI Mutual Fund was the first non-UTI Mutual 

Fund established in June 1987 followed by Canbank Mutual Fund (Dec 87), Punjab National 

Bank Mutual Fund (Aug 89), Indian Bank Mutual Fund (Nov 89), Bank of India (Jun 90), Bank 

of Baroda Mutual Fund (Oct 92). LIC established its mutual fund in June 1989 while GIC had set 

up its mutual fund in December 1990. 

At the end of 1993, the mutual fund industry had assets under management of Rs. 47,004 crores.  
 

Third Phase - 1993-2003 (Entry of Private Sector Funds) 
 

With the entry of private sector funds in 1993, a new 

era started in the Indian mutual fund industry, giving the Indian investors a wider choice of fund 

families. Also, 1993 was the year in which the first Mutual Fund Regulations came into being, 

under which all mutual funds, except UTI were to be registered and governed. The erstwhile 



 

Kothari Pioneer (now merged with Franklin Templeton) was the first private sector mutual fund 

registered in July 1993. 

The 1993 SEBI (Mutual Fund) Regulations were substituted by a more comprehensive and 

revised Mutual Fund Regulations in 1996. The industry now functions under the SEBI (Mutual 

Fund) Regulations 1996. 

The number of mutual fund houses went on increasing, with many foreign mutual funds setting 

up funds in India and also the industry has witnessed several mergers and acquisitions. As at the 

end of January 2003, there were 33 mutual funds with total assets of Rs. 1,21,805crores. The 

Unit Trust of India with Rs. 44,541 crores of assets under management was way ahead of other 

mutual funds. 

Fourth Phase - since February 2003 
 

In February 2003, following the repeal of the Unit 

Trust of India Act 1963 UTI was bifurcated into two separate entities. One is the Specified 

Undertaking of the Unit Trust of India with assets under management of Rs. 29,835 crores as at 

the end of January 2003, representing broadly, the assets of US 64 scheme, assured return and 

certain other schemes. The Specified Undertaking of Unit Trust of India, functioning under an 

administrator and under the rules framed by Government of India and does not come under the 

purview of the Mutual Fund Regulations. 

The second is the UTI Mutual Fund, sponsored by 

SBI, PNB, BOB and LIC. It is registered with SEBI and functions under the Mutual Fund 

Regulations. With the bifurcation of the erstwhile UTI which had in March 2000 more than Rs. 

76,000 crores of assets under management and with the setting up of a UTI Mutual Fund, 

conforming to the SEBI Mutual Fund Regulations, and with recent mergers taking place among 

different private sector funds, the mutual fund industry has entered its current phase of 

consolidation and growth. 



 

 
 

The graph indicates the growth of assets over the year: 
 
 
 
 
 
 



 

Players in Mutual Fund Industry: 
 

S.NO Mutual Fund Names Average AUM 

 Excluding Fund Of  

Funds - domestic But Fund Of Funds 

Including Fund Of - domestic 

Funds - Overseas  

1 ITI Mutual Fund 0 0 

2 SREI Mutual Fund (IDF) 0 0 

3 Sahara Mutual Fund 5466.98 0 

4 Shriram Mutual Fund 12372.63 0 

5 quant Mutual Fund 19619.73 0 

6 Taurus Mutual Fund 42421.11 0 

7 IIFCL Mutual Fund (IDF) 57998.35 0 

8 Quantum Mutual Fund 136036.23 6330.07 

9 Essel Mutual Fund 141640.74 0 

10 IL&FS Mutual Fund (IDF) 159286.13 0 

11 IIFL Mutual Fund 164030.18 0 

12 PPFAS Mutual Fund 180520.25 0 

13 YES Mutual Fund 200012.41 0 



 

14 BOI AXA Mutual Fund 362649.3 0 

15 Union Mutual Fund 425910.06 0 

16 Mahindra Mutual Fund 474810.62 0 

17 Indiabulls Mutual Fund 480785.91 0 

18 Principal Mutual Fund 709070.32 0 

19 BNP Paribas Mutual Fund 720920.03 0 

20 DHFL Pramerica Mutual Fund 762729.73 0 

21 JM Financial Mutual Fund 871238.54 0 

22 IDBI Mutual Fund 926579.3 3138.44 

23 HSBC Mutual Fund 1105399.66 49904.21 

24 Baroda Mutual Fund 1131968.94 0 

25 Edelweiss Mutual Fund 1166510.8 0 

26 CanaraRobeco Mutual Fund 1458341.67 3696.27 

27 LIC Mutual Fund 1523991.86 0 

28 MotilalOswal Mutual Fund 1909043.04 3195.62 

29 Invesco Mutual Fund 2399038.53 1290.89 

30 Mirae Asset Mutual Fund 2419129.42 0 



 

31 Sundaram Mutual Fund 3049727.07 0 

32 Tata Mutual Fund 5419359.24 0 

33 IDFC Mutual Fund 6935195.91 22408.58 

34 L&T Mutual Fund 7094436.06 0 

35 DSP Mutual Fund 7836271.69 0 

36 Axis Mutual Fund 8972005.74 4766.22 

37 Franklin Templeton Mutual Fund 11891223.26 102056.42 

38 Kotak Mahindra Mutual Fund 15009940.04 17184.96 

39 UTI Mutual Fund 15969423.26 0 

40 Reliance Mutual Fund 23361682.47 67571.69 

41 Aditya Birla Sun Life Mutual Fund 24647965.44 21636.02 

42 SBI Mutual Fund 28380667.27 31696.71 

43 ICICI Prudential Mutual Fund 32079287.15 48830 

44 HDFC Mutual Fund 34229058.01 23412.76 

 
Grand Total 244843765.1 407118.8 



 

Top Five Mutual Funds In INDIA: 

There are: 

1) HDFC MutualFund 

2) ICICI Prudential MutualFund 

3) SBI MutualFund 

4) Aditya Birla Sun Life MutualFund 

5) Reliance MutualFund 
 
 

HDFC Mutual Fund:  
 

HDFC Mutual Fund is one of the largest mutual funds and well- 

established fund house in the country with focus on delivering consistent fund performance 

across categories since the launch of the first schemes in July 2000. 

HDFC Mutual fund believe, that, by giving the investor long-term 

benefits,wehavetoconstantlyreviewthe marketsfornewtrends,toidentifynewgrowthsectors and 

share this knowledge with our investors in the form of productofferings. 

We have come up with various products across asset and risk 

categories to enable investors to invest in line with their investment objectives and risk taking 

capacity. 

The single most important factor that drives HDFC Mutual Fund is 

its belief to give the investor the chance to profitably invest in the financial market, without 

constantly worrying about the market swings. 

HDFC Mutual Fund Vision: 
 

To be a dominant player in the Indian mutual fund space 

recognized for its high levels of ethical and professional conduct and a commitment towards 

enhancing investor interests. 



 

Risk profile of HDFC Mutual Fund: 

Our strong emphasis on managing and controlling portfolio risk 

avoids chasing the latest "fads" and trends. 

 LowRisk 

 Moderately LowRisk 

 Moderate 

 Moderately HighRisk 

 HighRisk 
 

HDFC Research &Analysis: 

To realize this belief, HDFC Mutual Fund has set up the infrastructure 

required to conduct all the fundamental research and back it up with effective analysis.  

 
ICICI Prudential Mutual Fund: 

ICICI Prudential Asset Management Company Ltd. is a leading asset 

management company (AMC) in the country focused on bridging the gap between savings & 

investments and creating long term wealth for investors through a range of simple and relevant 

investment solutions. 

The AMC is a joint venture between ICICI Bank, a well-known and 

trusted name in financial services in India and Prudential Plc, one of UK’s largest players in the 

financial services sectors. Throughout these years of the joint venture, the company has forged a 

position of pre-eminence in the Indian Mutual Fund industry. 

The AMC manages significant Assets under Management (AUM) in the 

mutual fund segment. The AMC also caters to Portfolio Management Services for investors,  

spread across the country, along with International Advisory Mandates for clients across 

international markets in asset classes like Debt, Equity and Real Estate. 

The AMC has witnessed substantial growth in scale; from 2 locations 

and 6 employees at the inception of the joint venture in 1998, to a current strength of 2095 

employeeswithareachacrossover350locationsreachingouttoaninvestorbaseofmorethan4 



 

million investors (as on March 31, 2019). The company’s growth momentum has been 

exponential and it has always focused on increasing accessibility for its investors. 

Driven by an entirely investor centric approach, the organization today is 

a suitable mix of investment expertise, resource bandwidth and process orientation. The AMC 

endeavours to simplify its investor’s journey to meet their financial goals, and give a good 

investor experience through innovation, consistency and sustained risk adjusted performance.  

Products Offered By ICICI Mutual Fund: 

1) EquityFunds: 

Equity schemes endeavour to provide potential for high growth and 

returns with a moderate to high risk by investing in shares. Such schemes are either actively or 

passively (replicate indices) managed, and are best suited for investors with a long term 

investment horizon. 

 
2) Hybrid Scheme: 

Hybrid Schemes or balanced schemes bridge the gap between equity 

anddebtschemes.Thiscategoryischaracterizedbyaportfoliothatismadeupofamixofequity stocks 

and bonds and will suit investors looking for debt plus returns with higher levels of risk than 

fixed incomeschemes. 

 
3) DebtFunds: 

Debt Funds primarily invests in bonds and other debt instruments, 

and will suit investors who want to optimize current income assuming low to moderate levels of 

risk. 

 
4) SolutionOriented: 

Hybrid Schemes or balanced schemes bridge the gap between equity 

anddebtschemes.Thiscategoryischaracterizedbyaportfoliothatismadeupofa mixofequity stocks 

and bonds and will suit investors looking for debt plus returns with higher levels of risk than 

fixed incomeschemes. 



 

SBI Mutual Fund:  
 
With 30 years of rich experience in fund management, we at SBI Funds  

Management Pvt.Ltd. Bring forward our expertise by consistently delivering value to our 

investors. We have a strong and proud lineage that traces back to the State Bank of India (SBI) - 

India's largest bank. Whether you are a first time investor or a seasoned campaigner, planning is 

alwaysthe firststeptowardsyourinvestmentjourney.Byusingoursmarttoolssuchas–Family 

SolutionTool,SystematicInvestmentPlanner,SWPCalculatorandReturnValueCalculatoryou can 

plan your investments well and create wealth in thelong-run. 

 
We are a Joint Venture between SBI and AMUNDI (France), oneof 

the world's leading fund management companies.With our network of over 222 points of 

acceptance across India, we deliver value and nurture the trust of our vast and varied family of 

investors. 

SBI Mutual Fund Services: 

Investors are our priority. Our mission has been to establish Mutual 

Funds as a viable investment option to the masses in the country. Working towards it, we 

developedinnovative,need-specificproductsandeducatedtheinvestorsabouttheaddedbenefits of 

investing in capital markets via MutualFunds. 

 
Today, we have been actively managing our investor's assets not only through our investment 

expertise in domestic mutual funds, but also offshore funds and portfolio management advisory 

services for institutional investors. 

SBI Investment Expertise: 
 

Thebestinvestmentstrategiesputtogetherbythebestminds,ourFundManagers.Witha sharp 

eye to monitor, gauge and understand the changes in the market, our fund managers and 

analysts gear up to meet new challengingenvironments. 

 
Their ability to capture the growth potential of Indian securities 

andmanagecomplexportfoliosaswellasthedrivetodeliveroptimumresultsistheirforte.With superior 

securities selection, incisive research, intensive coverage including internalforecasts, 



 

active monitoring and regular tracking, our dedicated team ensures minimization of risks while 

protecting our investor's interest. 

 

SBI Risk Management:  
 

Risk Management is an inherent part of any business. As one of 

the core focus areas, each of our strategies is subject to close scrutiny on a continuous basis. 

Regulatory agencies around the world are placing increasing pressure on institutions to measure 

and manage risk better. 

 
Aditya Birla Sun Life Mutual Fund : 

 

Aditya Birla Capital Limited (ABCL), is the financial services 

platformoftheAdityaBirlaGroup. FormerlyknownasAdityaBirlaFinancialServicesLimited, ABCL 

has a strong presence across the life insurance, asset management, private equity, corporate 

lending, structured finance, project finance, general insurance broking, wealth management, 

equity, currency and commodity broking, online personal finance management, 

housingfinance,pensionfundmanagement,healthinsuranceandassetreconstruct ionbusiness. 

Aditya Birla Capital is a part of the Aditya Birla Group, a US$ 44.3 

billion Indian multinational, in the league of Fortune 500. Anchored by an extraordinary force of 

over 120,000 employees, belonging to 42 nationalities, the Aditya Birla Group operates in 35 

countries across the globe. 

 
Our Vision and values: 

 
 

"To be a leader and role model in a broad-based and integrated financial services business." 

The 4 pillars of our vision that will help us achieve it are: 
 
 

To be a leader: 

We are committed to being a leader in all facets of our businesses, rather  

than being just another participant in this race. 



 

 

To be a role model: 

we will not become leaders by cutting corners or making compromises. 

Whatever we do, we will strive to be the best in class. And if we are the best, then our customer 

will have no reason to go elsewhere – therefore our leadership is assured, on pure merit. 

 
To be a broad-based player : 

We are committed to meeting all the felt and un felt needs of our target 

customer. And thereby, we can retain him or her across their needs and life-stages. 

 
We aim to be an integrated player : 

We believe that this approach gives us a competitive edge through 

sharing of best practices, deriving cross – business synergies & providing talent pool with world 

of opportunity to grow. 

Our customers place a lot of trust when they choose us as a partner for 

fulfillment of their dreams - be it buying a dream home or investing their hard earned money in 

mutual funds or for meeting their retirement or child's education or protection needs or taking a 

business loan for expansion. 

At Aditya Birla Capital, our endeavor is to become a preferred financial 

services brand of choice for all our customers’ needs across their life cycle - a brand that 

customers will not only just trust but also happily endorse. Keeping this customer insight in 

mind, we have created a unique strategy & structure to present our spectrum of businesses and 

offerings under one virtual brand. From a customer perspective, this offers simplicity & 

convenience. 

For our employees, we offer a world of growth opportunities across all 

our financial services offerings. And to our shareholders, this gives the reassurance that we will 

attract and retain our customers, cost 

effectively, across their life-cycle Needs. 



 

Reliance Mutual Fund: 

 
Reliance Mutual Fund (RMF) is one of India's leading mutual funds, with 

Average Assets Under Management (AAUM) of Rs 2,44,843.44 Crore (July 2018 - September 

2018 Quarter Q2) and 86.22 lakhs folios (as on September 30, 2018). Reliance Mutual Fund, a 

part of the Reliance Anil DhirubhaiAmbani (ADA) Group, is one of the fastest growing mutual 

funds in India. 

RMF offers investors a well-rounded portfolio of products to meet varying 

investor requirements and has presence in 160cities across the country. RMF constantly 

endeavours to launch innovative products and customer service initiatives to increase value to 

investors. Reliance Mutual Fund (RMF) has been established as a trust under the Ind ian Trusts 

Act, 1882 with Reliance Capital Limited (RCL), as the Settler/Sponsor and Reliance Capital 

Trustee Co. Limited (RCTC), as the Trustee. 

Reliance Mutual Fund has been registered with the Securities & Exchange 

Board of India (SEBI) vide registration number MF/022/95/1 dated June 30, 1995. The name of 

Reliance Capital Mutual Fund was changed to Reliance Mutual Fund effective March 11,2004 

vide SEBI letter no. IMD/PSP/4958/2004 dated March 11, 2004. RMF was formed to launch 

various schemes under which units are issued to the public with a view to contribute to the 

capital market and to provide investors the opportunities to make investments in diversified 

securities. 

When thinking investment, an investor has to find and choose from options 

available in plenty. No matter what option you choose for your investments, each have theirpros 

andcons,butsuitabilityiswhatmatters.Sobeforeparkingyourmoney,itisimportantfor youto 

knowallaboutMutualFundsandevaluatethebenefitsandrisksinvolved. 

Risk Factors: 

Standard Risk Factors - Mutual Funds and securities investments are 

subject to investment risks such as trading volumes, settlement risk, liquidity risk, and default 

risk including the possible loss of principal and there is no assurance or guarantee that the 

objectives of the Scheme will be achieved. 

https://www.reliancemutual.com/


 

Scheme Specific Risk Factors - Risks associated with investing in Equities, Bonds, 

Foreign Securities, Securities Lending, overseas investment, Derivatives like Valuation Risk, 

Mark to Market Risk, Systematic Risk, Liquidity Risk, Implied Volatility, Interest Rate Risk, 

Counter party Risk (Default Risk), System Risk, Risk attached with the use of derivatives. Also 

Other Scheme Specific Risk factors, Additional Risk Factors, Specific Risk Factors, etc. Thus, 

when you question yourself on whether or not to invest in mutual funds, you must evaluate and 

then park your money into mutual funds. 

 
 

HDFC Top 100 Fund Growth 

Reliance Large Cap Fund - Growth 

DSP Equity Opportunities Fund Growth 

Sundaram Mid Cap Growth 

 
 
 

Regulatory Framework of Mutual Funds in India 
 

The importance of assessing the impact of regulatory constraints on the performance of mutual 

funds cannot be underemphasized. Mutual funds need to be regulated to overcome the investor- 

manager conflict of interests that might arise. Such postcontractual opportunistic behaviour can 

compromise the interest of the investors and expose them to risks such as poor portfolio 

selectivity, excessive churning leading to higher costs, higher portfolio risks than what was 

indicated in the offer document and other organizational risks such as delayed settlement of 

transactions.Hence,theregulatorstepsintoovercomesuchmarketfailureswiththeobjectiveof 

ensuring ideal type market conditions as would have prevailed under perfectly competitive 

markets. Given the rapid growth of the mutual fund industry in terms of the number of fund 

houses, number of funds and the variety of funds it is assumed that it approximates a contestable 

marketwhichBaumoletal(1982)discussed.So,theneed foranticompetitivetypeofregulations is not 

envisioned as necessary. But, however, regulations are not costless. They involve both a direct 

(compliance) cost and indirect (negative impact on performance) cost. Hence, it is important to 

understand if regulators have been excessive in their constraints. It is difficult for a regulator to 

get the exact degree of control to be imposed and hence the dangers of underor 



 

overregulating are possible. Under-regulation can mean that the investor is exposed to 

unexpected risks and over-regulation means that the investor is exposed to lower returns. To get 

the constraints perfectly right is not the issue as such precise calculations of regulatory cost- 

benefit analysis is not easily done and perhaps not possible. A regulatory regime must aim at 

getting its regulations right with minimal error margins. 

Regulatory Structure: 

The Stock Exchange Division of Ministry of Finance has its Head Office at Delhi and 

Branch offices at Bombay and Calcutta. The essential functions of the Division are as follows:  

a) Providing linkage between government and stockexchanges. 

b) Monitoring the operation of the stockexchanges 

c) Providing advice to overcome the untoward development andcrises. 

d) Ensuring the compliance of listingproviders 

e) Ensuring smooth functioning of the stock exchangeand 

f) Issuing licenses to brokers and dealers in securities and also in areas beyond the 

jurisdiction of recognized stock exchanges. 

Securities and Exchange Board of India (SEBI): 

In 1988, the Securities and Exchange Board of India (SEBI) was established by the 

Government of India through an executive resolution, and was subsequently upgraded as a fully 

autonomous body (a statutory Board) in the year 1992 with the passing of the Securities and 

Exchange Board of India Act (SEBI Act) on 30 th January 1992. In place of Government Control, 

a statutory and autonomous regulatory board with defined responsibilities, to cover both 

development and regulation of the market, and independent powers has been set up. 

Paradoxically this is a positive outcome of the Securities Scam of 1990-91. 

The SEBI issues from time to time various rules, regulations and guidelines for 

promoting the development and stabilization of the securities market in India. A few important 

among them are as follows: 

 SEBI (Portfolio Managers) Rules and Regulation,1992 

 SEBI (Stock Brokers and Sub- Brokers) Rules and Regulation,1992 

 SEBI (Inside Trading) Regulations.1992. 

 SEBI (Merchant Bankers) Rules andRegulation,1992 



 

 SEBI (Mutual Fund) Regulations,1993. 

 SEBI (Underwriters) Rules and Regulations,1993. 

 SEBI(RegistrarstoIssueandShareTransferAgents)RulesandRegulation. 1993. 

 SEBI (Debentures Trustee) Rules and Regulation,1993. 

 SEBI(BankerstoanIssue)RulesandRegulation, 1993 

 
Objectives of SEBI: 

 
 To protect the interest of the investors insecurities. 

 To promote the development of securitiesmarket. 

 To regulate the securitiesmarket. 

 
SEBI has regulated the following: 

 
 Primarymarket 

 Secondarymarket 

 Mutual fundsand 

 Foreign institutionalinvestments 

 
Bombay Stock Exchange (BSE): 

 
 

 
The Bombay Stock Exchange Limited; popularly called The Bombay Stock Exchange or 

BSE is located at Dalal Street, Mumbai. Established in 1875. It is the oldest stock exchange in 

Asia. There are around 5439 Indian companies listed with the stock exchange, and has a 

significant trading volume. As of July 2018, the market capitalization of the BSE was aboutUS 

$2.1trillion(Rs.150184.87billion).TheBSESENSEX(Sensitiveindex),alsocalledtheBSE30, 



 

is a widely used market index in India and Asia. As of 2018, it is among the 5 biggest stock 

exchanges in the world in terms of transactions volume. Along with the NSE, the companies 

listed on the BSE have a combined market capitalization of Rs. 5.58trilion.  

 
 
 

BSE is the first stock exchange in the country which obtained permanent recognition (in 

1956) from the Government of India under the Securities Contracts (Regulation) Act 1956. 

BSE's pivotal and pre-eminent role in the development of the Indian capital market is widely 

recognized. It migrated from the open outcry system to an online screen-based order driven 

trading system in 1995. Today, BSE is the world's number 1 exchange in terms of the number of 

listed companies and the world's 5th in transaction numbers. The market capitalization as on 

December 31, 2007 stood at USD 1.79 trillion. 

 
The BSE Index, SENSEX, is India's first stock market index that enjoys an iconic 

stature, and is tracked worldwide. It is an index of 30 stocks representing 12 major sectors. The 

SENSEX is constructed on a 'free-float' methodology, and is sensitive to market sentiments and 

market realities. Apart from the SENSEX, BSE offers 21 indices, including 12 sectorial indices. 

BSE has entered into an index cooperation agreement with Deutsche Borse. This agreement has 

made SENSEX and other BSE indices available to investors in Europe and America. Moreover, 

Barclays Global Investors (BGI), the global leader in ETFs through its Shares® brand, has 

created the 'Shares® BSE SENSEX India Tracker' which tracks the SENSEX. The ETF enables 

investors in Hong Kong to take an exposure to the Indian equity market.  

 
Objectives of BSE: 

 
 Tosafeguardtheinterest ofinvestingpublichavingdealingontheexchanges. 

 To establish and promote honorable and just practices in securitiestransactions.  

 To promote, develop and maintain well-regulated market for dealing insecurities. 

 Topromoteindustrialdevelopmentinthecountrythroughefficientresourcemobilization by 

the way of investment in corporatesecurities. 



 

National Stock Exchange (NSE): 
 
 

 
The National Stock Exchange (NSE) is India's leading stock exchange covering various 

cities and towns across the country. NSE was set up by leading institutions to provide a modern, 

fully automated screen-based trading system with national reach. The Exchange has brought 

about unparalleled transparency, speed & efficiency, safety and market integrity. It has set up 

facilities that serve as a model for the securities industry in terms of systems, practices and 

procedures. 

 
NSE has played a catalytic role in reforming the Indian securities market in terms of 

microstructure, market practices and trading volumes. The market today uses state-of-art 

information technology to provide an efficient and transparent trading, clearing and settlement 

mechanism,andhaswitnessedseveralinnovationsinproducts&servicesviz.demutualizationof stock 

exchange governance, screen based trading, compression of settlement cycles, dematerialization 

and electronic transfer of securities, securities lending and borrowing, professionalization of 

trading members, fine-tuned risk management systems, emergence of clearing corporations to 

assume counter party risks, market of debt and derivative instruments and intensive use of 

informationtechnology. 

 
The National Stock Exchange of India Limited has genesis in the report of the High 

Powered Study Group on Establishment of New Stock Exchanges, which recommended 

promotion of a National Stock Exchange by financial institutions (FII’s) to provide access to 

investors from all across the country on an equal footing. Based on the recommendations, NSE 

was promoted by leading Financial Institutions at the behest of the Government of India and was 

incorporated in November 1992 as a tax-paying company unlike other stock exchanges in the 

country. 



 

On its recognition as a stock exchange under the Securities Contracts (Regulation) Act, 

1956inApril1993,NSE commencedoperationsintheWholesaleDebtMarket(WDM)segment in 

June 1994. The Capital Market (Equities) segment commenced operations in November 1994 

and operations in Derivatives segment commenced in June 2000.NSE has been promoted by 

leading financial institutions, banks, insurance companies and other financial intermediaries. 

NSE is one of the first de-metalized stock exchanges in the country, where the ownership and 

management of the Exchange is completely divorced from the right to trade on it. Though the 

impetus for its establishment came from policy makers in the country, it has been set up as a 

publiclimitedcompany,ownedbytheleadinginstitutionalinvestorsinthecountry. 

 
Advantages of NSE: 

 Wideraccessibility 

 Screen basedtrading 

 Non-disclosure of the trading membersidentity 

 Transparenttransactions 

 Matching oforders 

 Effective settlement of corporatebenefit 

 Trading in dematerializedform 

 
NSE has many firsts to its name such as creation of the first clearing corporation in the 

countryintheformoftheNationalSecuritiesClearingCorporationLimited (NSCCL),including the 

first systematic process of member inspections, building a sophisticated market surveillance 

system,anda countrywidehighcapacitydatanetworksupportingcloseto200,000dealers. 

 
NSE is the largest stock exchange of the country. It has a market share of nearly 70% in 

equity trading and 98% in futures and options trading in India. Globally, NSE ranks among the 

top three stock exchanges in terms of number of contracts traded in single stock futures, index 

futures and stock options. We are among the top four ofthe stock exchanges around the world in 

terms of number of transactions and are also ranked among the top ten largest derivatives 

exchangesoftheworld.AtNSE,weareconstantlyworkingtowardscreatingamoretransparent, vibrant 

& innovative securities market. This invariably implies that our need for competent people 

iscontinuous. 



 

The NSE Group is comprised of National Securities Clearing Corporation Ltd (NSCCL), 

NSE Infotech Services Ltd, NSE IT Limited, India Index Services and Products Limited (IISL), 

Dotex International Ltd., National Securities Depository Limited (NSDL), National Commodity 

and Derivatives Exchange Limited (NCDEX), National Commodity Clearing Limited (NCCL) 

and Power Exchange India Limited (PXI). 

As the leading stock exchange and fiscal entity in the country, we believe in recruiting 

the finest of talent in the industry. We are looking for talent to be developed into future leaders 

of our organization by cross-departmental exposure, continuous self-development opportunities 

and ongoing reinforcement to develop & enhance customer orientation & leadership potential. 

 

Broking Firms in India: 

Broking firms are the business entities that deal with stock trading. India, with an 

increasing capital market and a growing number of investors, has a number of brokerage firms. 

In Indian retail brokerage industry, the brokerage firms primarily work as agents for buying and 

selling of securities like shares, stocks and other financial instruments and earn commission for 

each of the transactions. There are plenty of brokerage firms in India. Let's have a look at the top 

brokerage firms in India. 

 
Major Stock Broking Companies in India: 

 
1. ICICI securitieslimited. 

2. HDFC securitieslimited. 

3. Sharekhan ltd. 

4. Zerodha. 

5. Axis securitiesltd. 

6. Kotak securitiesltd. 

7. Angel broking privateltd. 

8. Motilaloswal securitiesltd. 

9. India infolineltd. 

10. Karvy stock brokingltd. 
 

 
ICICI Securities Limited: 



 

 

 
 
 
 

 
ICICI direct is a banking equity broker being a banking broker enjoys brand value, 

withhighestaccountinequitymarketICICIdirectleadinginchartinUCCactivationin2017.In 2000 

ICICI bank started its broking arm ICICI direct. High brand value allow ICICI direct to charge 

high brokerage. ICICI direct offer bunch of product to their client – equity, derivatives, 

currency, MF, insurance, FD/Bonds, Loans, NPS if we consider products they offer then ICIC 

direct top of the chart. ICICI direct is Top 10 stock brokers who has Head Office (HO) in 

Mumbai. 

 
 3 – in – 1 Account. 

 Option trading commission has Rs.30 to Rs.100 perlot. 

 Intraday future trading commission is 03% to0.05%. 

 Delivery brokerage is 30% to0.50%. 

 Wing range of investingproducts. 

 More than 100 location presence inIndia. 

 Trade racer – online tradingplatform. 

 Learning online classes where you can learn about stockmarket. 

 3 – in – 1 Account opening charges is Rs. 975 and Rs 500 Annual Maintenance Charges 

(AMC). 

 High brokerage and transactioncharge. 



 

HDFC Securities Limited: 
 
 
 
 

 
 
 

HDFC securities are another banking broker who enjoys banking client base and high brand 

value. In the year 2002, HDFC securities started in broking business. It has now more than 200 

branches and 516546 active client bases. 

 
 3 – in – 1 AccountOpening.

 Wide range of product – EQ , FX , MF , insurance,loans.

 They were around 200 Branches all overIndia.

 Pro Terminal – advance trading terminal with annual charges1999

 Account opening charges is 999Rs.

 Intradaybrokerageis03%to0.05%.

 Deliverybrokerageis30%to0.50%.

 In-depth research report andtools.

 Online class room – stock markettraining.

 High brokerage and transaction charges and AMC for tradingterminal.



 

Sharekhan Limited: 
 

 
Sharekhan is one of the oldest equity broker in India. And pioneer in the internet base online 

broking in India. Sharekhan started in 2000, Member of NSE, BSE, MCX, MCX-SX and 

NCDEX. Sharekhan top of 5 stock broker in India with 454167 active client in NSE.  

 
 Sharekhan is one of the oldest broker inIndia.

 Intraday brokerage chargesis01% to0.05%.

 Delivery brokerage charges is 10% to0.30%.

 Trade tiger – is one of the best trading tools / terminal in Indian stockmarket.

 More than 700 plus branch office – partner office inIndia.

 Best broker for beginner trader – in-depth research and relationship manager support for 

beginner.

 Regular market inside as well as advisory in commoditymarket.

 MCX account opening charges is Rs500.

 MCX brokerage charges 0.01% intraday brokerage (High compare to other leading 

discountbrokerage).

 Two times leverage in intraday (Low compare to other leadingbroker). 



 

Axis Securities: 
 
 
 
 

 
 

AxisdirectisBrandnameofAxisSecurities,onemoreBankingBrokerenjoy Positionintop10 share 

broker in India. Thanks to its Banking arm cashing high net worth clients and corporate 

salaryaccountsintoBrokingbusiness.AxisBankacquireEnamsecuritiesandstarteditsBroking 

Business in2010. 

 
 3 – in – 1account.

 ZeroBrokerageinintradaysqupinoptionmarketandRs10perlot ifcarryforward.

 Intraday brokerage is 01% to0.03%.

 Swift trader and Axis web tradingterminal.

 Twenty Bunch ofproducts.

 Research report and investmentideas.

 Learn and earn – knowledgeseries.

 Strong branchnetwork.

 High brokerage compare to discount broker, average trading terminal.
 

 
Kotak Securities Ltd: 

 



 

Kotak securities is like other banking broker kotak securities has good client base. Kotak is one 

of the oldest stock broker in India. Kotakoffer 3 – in – 1 demat account which cashing its high 

brand equity in banking business. Kotak bank is one of the best brand in private banking sector.  

 
 Competitive brokerage plan compare to other bankingbroker.

 Margin funding available –delivery.

 Happy hours – 50% brokerage off between 1 pm to 2pm.

 Double or quits – Pay 1 paisa in loss and double brokerage inprofit.

 intraday limit is 50 times in selectedstocks.

 Best research team and proven trackrecord.

 Account opening charges is Rs 750 &Rs 500AMC.

 Branch Network is 1200plus

 Trading terminal not that user friendly and brokerage high compare to discountbroker.

 
Angel Broking Private Limited: 

 

 
Angel Broking is one of leading traditional broker in India. Angel Broking founded in 1987, 

currently angel has 3, 06,541 active clients. 

 
 Option trading brokerage rates vary from Rs 30 to Rs50 per lot.

 Future trading brokerage rates 0.01% to 0.05% on tradedvolume. 

 Intraday exposure is 3x in Nifty future & other activefutures.

 More than 200 support office all overIndia.

 ARQ automated recommendation engine for newinvestor. 

 Angel offer mobile trading, web trading, angel broking speedpro. 

 Average customer support, high brokerage, average trading webterminal. 



 

MotilalOswal Securities Ltd: 
 
 

 
When we discussed about traditional broker then MotilalOswal name top of the chart.Because of 

their research and Pan India presence.MotilalOswal started in 1987 and 2, 62,000 active clients 

in 2017 

 
 There are 2000 plus active sub broker network in PanIndia.

 Best in house researchteam.

 Option trading brokerage rates is Rs 30 to 100 perlot.

 Future trading brokerage rates is 01% to0.04%.

 Web application, desktop application, mobile application with smart watchsupport. 

 Margin fundingfacility.

 Relatively high brokerage Compare to discount brokerCompany.

 
 
 

India Infoline Limited: 
 
 
 
 



 

IndiainfolinediversifiedfinancialcompanyfoundedbyNirmalJain.Ofthetop10Stockbrokers in 

India 2018 listed in NSE. In the year1995, Nirmal Jain started this company. Now company 

have more than 3500 sub broker and 6 country presence. India infoline recently launched 5paisa 

discount broking arms inIndia. 

 
 Account opening charges is Rs 555 with Rs 300AMC.

 India Infoline offer multiple option in brokerage 0.01% to 0.03% traditional plan and fix 

brokerage plan also theyhave.

 Trader terminal&TT edge one to the best tradingplatform.

 5paisa School allow client to learn in-depth about stockmarket.

 IndiaInfolinecustomerservicenotthatsatisfactoryandlotsofexchangecomplainregister in past to 

thisbroker.

 Clients dissatisfaction and complain logged inExchange.

 
Karvy Stock Broking Limited: 

 
 
 
 

 
Karvy established a broking arm of karvy group as karvy stock broking limited in 1985.Karvy 

has strong presence in south India market. 

 
 More than 10 Products theyoffer.

 Flagship research report andadvisory.

 IntradayBrokerageis01%to0.05%.

 DeliveryBrokerageis10%to0.30%.

 More than 100 plus branches and partner office inIndia.

 Average trading terminal , high brokerage compare to discountbrokers. 



 

Chapter – 3 
 
 
 

Company Analysis 



 

COMPANY PROFILE 
 

 
 

Sharekhan Ltd.is one of the leading retail stock broking house of SSKI Group which is 

running successfully since 1922 in the country. It is the retail broking arm of the Mumbai-based 

SSKI Group, which has over eight decades of experience in the stock broking business. 

Sharekhan offers its customers a wide range of equity related services including trade execution 

on BSE, NSE, Derivatives, depository services, online trading, investment advice etc. The 

firm’s online trading and investment site is www.sharekhan.com. 

This company was launched on Feb 8, 2000. This site gives access to superior content 

and transaction facility to retail customers across the country. Known for its jargon-free, investor 

friendly language and high quality research, the site has a registered base of over one lakh 

customers. The content-rich and research oriented portal has stood out among its contemporaries 

because of its steadfast dedication to offering customers best-of-breed technology and superior 

market information. The objective has been to let customers make to inform decisions and to 

simplify the process of investing in stocks. On april17, 2002, sharekhan launched Speed trade, a 

net based executable application that emulates the broker terminals along with host of other 

information relevant to the Day Traders. This was the first time that a net based trading station of 

this caliber was offered to the traders. In the last six months Speed Trade has become a de facto 

standard for the Day Trading community over thenet. 

http://www.sharekhan.com/


 

Sharekhan’s  ground  network  includes  over  331  centers  in  137  cities  in   India 

which provide a host of trading related services. Sharekhan has always believed in investing in 

technology to build its business. The company has used some of the best known names in the IT 

industry, like Sun Micro Systems, Oracle, Microsoft, Cambridge technologies, Nexgenix, 

Vignette, Verisign Financial technologies India Ltd, Spider Software Pvt Ltd, to build it s 

trading engine andcontent. 

 
The Morakhiya family holds a majority stake in the company. HSBC, Intel and Carlyle are the 

investors. With a legacy of more than 80 years in the stock markets, the SSKI group ventured 

into institutional broking and corporate finance18 years ago. Presently SSKI is one of the leading 

players in institutional broking and corporate finance activities. SSKI holds a sizeable 

portion of the market in each of these segments. SSKI’s institutional broking arm 

accounts for 7% of the market for Foreign institutional portfolio inve stment and 5%   

of all domestic institutional portfolio investment in the country.  It  has  60 

Institutional clients spread over India. Far East,UK and US. Foreign Institutional 

investors generate 65% of the organisation’s revenue, with a daily turnover of ove r 

US$ 2million. The Corporate Finance section has a list of very prestigious clients and  has 

many ‘firsts’ to its credit, in terms of the size of deal, sector tapped etc. The group has placed 

over US$ 1 billion in private equity deals. Some of the clients include BPL Cellular Holding, 

Gujarat Pipavav, Essar, Hutchison, Planetasia and Shopper’sstop. 



 

THE COMPANY PROFILE 

 
Name of the company: Sharekhan ltd. 

 
Year of Establishment: 1925 

 
Headquarter:Sharekhan SSKIA-206, Maharashtra, INDIA- 400013 

 
Nature of Business: Service Provider 

 
Services: Depository Services, Online Services and Technical Research. 

 
Number of Employees: Over 3500 

Website: 

www.sharekhan.comVision 

To be the best retail brokering Brand in the retail business of stock market. 

 
Mission 

 
To educate and empower the individual investor to make better investment decisions through 

quality advice and superior service. 

 
Sharekhan is infact 

 
• Among the top 3 branded retail serviceproviders 

 
• No. 1 player in onlinebusiness 

 
• Largest network of branded broking outlets in the country serving more than7, 00,000 clients. 

 
Sharekhan's management team is one of the strongest in the sector and has positioned 

Sharekhan to take advantage of the growing consumer demand for financial services products in 

India through investments in research, pan-Indian branch network and an outstanding technology 

http://www.sharekhan.com/


 

platform. Further, Sharekhan's lineage and relationship with SSKI Group provide it a unique 

position to understand and leverage the growth of the financial services sector. SSKI Corporate 

Finance Private Limited (SSKI) is a leading India-based investment bank with strong research- 

driven focus. Their team members are widely respected for their commitment to transactions and 

their specialized knowledge in their areas of strength. 

 
AWARDS AND ACHIEVEMENTS 

 
- SSKI has been voted as the Top Domestic Brokerage House in the research category, twice by 

Euromoney Survey and four times by AsiamoneySurvey. 

 
- Sharekhan Limited won the CNBC AWARD for the year2004. 

 
The team has completed over US$5 billion worth of deals in 

the last 5 years - making it among the most significant players raising equity in the Indian  

market. SSKI, a veteran equities solutions company has over 8 decades of experience in the 

Indian stock markets .If we experience their language, presentation style, content or for that 

matter the online trading facility, we'll find a common thread; one that helps us make informed 

decisions and simplifies investing in stocks.The common thread of empowerment is what 

Sharekhan's all about!"Sharekhan has always believed in collaborating with like-minded 

Corporate into forming strategic associations for mutual benefit relationships" saysJaideepArora 

,Director - Sharekhan Limited. 

 
Sharekhan is also about focus. Sharekhan does not claim expertise in too manythings 

.Sharekhan's expertise lies in stocks and that's what he talks about with authority. So when he 

says that investing in stocks should not be confused with trading in stocks or a portfolio-based 

strategy is better than betting on a single horse, it is something that is spoken with years of 

focused learning and experience in the’ stock markets. Andthese beliefs are reflected in 

everything Sharekhan does for us! Sharekhan is a part of the SSKI group, an Indian financial 

services power house, with strong presence in Retail equities Institutional equities Investment 

banking. In Delhi it is having the branches at NetajiSubash place and Nehru place. We have been 

given the Centre at NetajiSubash place. 



 

Sharekhan provides 4 in 1 account. 

 
-Demat a/c 

 
-Trading a/c: for cash calculation19 

 
-Bank a/c: for fund transfer 

 
-Dial and Trade: for query relating trading 

 
WORK STRUCUTRE OF SHAREKHAN 

 
Sharekhan has always believed in investing in technology to build its business. The company has 

used some of the best-known names in the IT industry, like Sun Micro 

systems,Oracle,Microsoft,Cambridge Technologies, Nexgenix, Vignette, Verisign Financial 

Technologies India Ltd, Spider Software Pvt. Ltd. to build its trading engine and content. The 

Citi Venture holds a majority stake in the company. HSBC, Intel & Carlyle are the other 

investors.On April 17, 2002 Sharekhan launched Speed Trade and Trade Tiger, are net-based 

executable application that emulates the broker terminals along with host of other information 

relevant to the Day Traders. This was for the first time that a net-based trading station of 

thiscaliber was offered to the traders. In the last six months Speed Trade has become ade 

factostandard for the Day Trading community over thenet. 

 
Sharekhan’s ground network includes over 700+ Share shops in 130+ cities in India. The firm’s 

online trading and investment site www.sharekhan.com - was launched on Feb 8,2000. The site 

gives access to superior content and transaction facility to retail customers across the country. 

Known for its jargon-free, investor friendly language and high quality research, the site has a 

registered base of over 3 Lacs customers. The number of trading members currently stands at 

over 7 Lacs. While online trading currently accounts for just over 5 per cent of the daily trading 

in stocks in India, Sharekhan alone accounts for 27 per cent of the volumes traded online.The 

Corporate Finance section has a list of very prestigious clients and has many ‘firsts’ to its credit, 

in terms of the size of deal, sector tapped etc. The group has placed over US$ 5 billion in private 

equitydeals.SomeoftheclientsincludeBPLCellularHolding,GujaratPipavav,Essar, 

http://www.sharekhan.com/


 

Hutchison, Planet Asia, and Shopper’s Stop. Finally, Sharekhan shifted hands and Citi venture 

get holds onit. 

 
PRODUCT AND SERVICES OFFERD BY SHAREKHAN 

 
1- Equity Trading Platform(Online/Offline). 

 
2- Commodities Trading Platform(Online/Offline). 

3- Portfolio ManagementService. 

4- Mutual Fund Advisory and Distribution. 

5- Insurance Distribution. 

6. Forex. 



 

 
 

REASON TO CHOOSE SHAREKHAN LIMITED 

 
Experience: 

 
SSKI has more than eight decades of trust and credibility in the Indian stock market. In 

the Asia Money broker's poll held recently, SSKI won the 'India's best broking house for 

2004'award. Ever since it launched Sharekhan as its retail broking division in February 2000, it 

has been providing institutional-level research and broking services to individual investors. 



 

Technology: 

 
With their online trading account one can buy and sell shares in an instant from any PC 

with an internet connection. Customers get access to the powerful online trading tools that will 

help them to take complete control over their investment in shares. 

 
Accessibility: 

 
Sharekhan provides ADVICE, EDUCATION, TOOLS AND EXECUTION services for 

investors. These services are accessible through many centers across the country (Over 

650locations in 150 cities), over the Internet (through the website www.sharekhan.com) as well 

as over the Voice Tool. 

 
Knowledge: 

 
In a business where the right information at the right time can translate into direct profits, 

investors get access to a wide range of information on the content-rich portal, 

www.sharekhan.com. Investors will also get a useful set of knowledge-based tools that will 

empower them to take informed decisions. 

 
Convenience: 

 
One can call Sharekhan’s Dial-N-Trade number to get investment advice and execute 

his/her transactions. They have a dedicated call-center to provide this service via a Toll-Free 

Number 1800 22-7500 & 39707500 from anywhere in India. 

 
Customer Service: 

 
Its customer service team assist their customer for any help that they need relating to 

transactions, billing, de mat and other queries. Their customer service can be contacted via a toll- 

free number, email or live chat on www.sharekhan.com. 

http://www.sharekhan.com/
http://www.sharekhan.com/
http://www.sharekhan.com/


 

Investment Advice: 

 
Sharekhan has dedicated research teams of more than 30 people for fundamental and 

technical research. Their analysts constantly track the pulse of the market and provide timely 

investment advice to customer in the form of daily research emails, online chat, printed report s 

etc. 

 
Benefits: 

 
➢Free Depository A/c 

 
➢Instant Cash Transfer 

 
➢Multiple Bank Option. 

 
➢Secure Order by Voice Tool Dial-n-Trade. 

 
➢Automated Portfolio to keep track of the value of your actual purchases. 

 
➢24x7 Voice Tool access to your trading account. 

 
➢Personalized Price and Account Alerts delivered instantly to your Mobile Phone & E-mail 

address. 

 
➢Live Chat facility with Relationship Manager on Yahoo Messenger 

 
➢Special Personal Inbox for order and trade confirmations. 

 
➢On-line Customer Service via Web Chat. 

 
➢Enjoy Automated Portfolio. 

 
➢Buy or sell even single share 



 

What are equity funds? 

 
Mutual fund is an intermediary that collects funds from investors in small units and  then 

invests them in assets that appreciate over time. An equity fund is a class of mutual fund that 

invests the corpus in listed equities in the stock markets. An equity fund is defined under the 

Income Tax Act as any fund that has a minimum exposure of 65%  to  equities.  Therefore 

equity funds, index funds, sector funds, balanced funds (with 65% equity) and even arbitrage 

funds will be classified as equity funds for thispurpose. 

 
An equity fund offers investors the facility to participate in a diversified portfolio of equities 

with minimal risk and with the power of professional management.  There  is  a  rigorous 

process that goes into an equity fund investment. The fund manager checks the research ideas 

from the brokers and the sales traders. Then the fund runs its own due diligence with its in-

house team. Finally, the fund managers also run their  market  intelligence  checks to  take a 

final view on the stock based on research inputs, market liquidity,news flows etc. 

 
An equity fund offers three principal benefits to investors 

which include liquidity, diversification and professional management. The challenge in direct 

equities is that investors need to  understand the stock and the plethora of factors that  impact 

the stock. Above all, most investors have limited resources and hence they can only take 

exposure to few shares. This results in concentration risk. Mutual funds create a diversified 

portfolio and one can invest with as small a corpus as Rs.5,000 or even do a monthly SIP with 

just Rs.500. By buying units into a diversified equity fund portfolio, the equity fund investor 

automatically gets the benefit of professional management, liquidity anddiversification. 



 

Types of equity funds 

 
Equity funds come in various categories and even the basis for 

classification of these funds differs. Firstly, equity funds can be classified into open ended funds 

and closed ended funds. 

 
Open ended funds: These are available for purchase and redemption on all trading days at the 

previous day’s net asset value (NAV). The corpus of the open ended equity fund keeps 

constantlychanging. 

 
Closed ended funds: Unlike open ended funds, these funds are not available on tap. They come 

out with NFOs and then the fresh purchase and sales are halted. Such closed ended funds are 

listed on the stock exchange so there is liquidity in the form of secondary listing. But closed 

ended funds normally trade at a discount and that is your cost as an investor. 

 
Equity funds can also be looked in terms of their portfolio mix. The definition of an equity fund 

is a fund that has minimum 65% exposure to equities. Here are some of the popular 

classifications of equity funds based on theirportfolio. 

 
 Diversified Equity funds create a diversified portfolio of normally large cap companies 

with established business models. Being diversified funds their intent is to reduce the risk 

and hence the portfolio is designed to minimize correlation betweenstocks. 

 Mid Cap funds have a portfolio of mid cap stocks. These stocks have generated higher 

returns as they have the potential to become large caps overtime. 

 Small cap funds are those funds that consist of stocks with lower market capitalization. 

These are normally risky stocks and tend to be quite vulnerable to shifts  in  the  

business conditions and marketrisk. 

 Multi cap funds are funds that are a mix of large cap, mid cap and small cap stocks. 

These funds give the stability of diversified equity funds and also the added advantage 

of alpha that small and mid cap stocksprovide. 

 Index Funds are funds that are benchmarked to an index like the Sensex or Nifty. The 

endeavour of these funds is to create a portfolio that mirrors the index and earns 



 

similar returns. Index funds focus more on replicating the index by reducing 

thetrackingerror. 

 Sector Funds are equity funds that are focused on just one particular industry group. In 

India, banking funds, pharma funds, IT funds and FMCG funds are quite popular. Such 

funds tend to be very cyclical and go against the  basic  grain of diversification, which  

is what equity fund investing is all about. Investors need to be conscious of the higher 

risk that they run in sectorfunds. 

 Thematic Funds are equity funds that are focused on one particular theme, which is a 

larger grouping compared to industry groups. In India, thematic funds include  funds 

with a focus on commodities, on business cycles, on rate sensitive stocks etc. Such 

funds also tend to be cyclical and go against the basic grain of diversification, which is 

what equity fund investing is all about. Investors need to be conscious that any down 

cycle in the theme can lead to wealthdepletion. 

 
Things to consider before investing in equity funds 

 
Investing in a mutual fund can be  quite complex as there  

are nearly 40 AMCs, hundreds of fund schemes and thousands of unique offerings if  you  

factor in the growth plans, dividend plans, direct plans, regular plans, reinvestment plans etc. 

Hereiswhatyouneedtoconsiderbeforeinvestinginequityfunds. 

 
 How does the fund compare with other funds in the peer group over time? Short term 

underperformance is understandable. But if the fund  is  consistently  underperforming,  

then you have a problem onhand. 

 
Focus on the consistency of performance than the average returns. A fund that earns (13%, 

14%, and 15%) in the last 3 years is consistent. However, an equity fund that earns (6%, -3% 

and 44%) would have also earned thesame 

 
 CAGRreturnsasthefirstfund.Thelatterfundistoovolatileandhencelesspredictable. 

 Prefer equity funds where the CEO, CIO and the fund managers have been largely 

consistent over time. Consistency of team is a sign of consistencyof  investing philosophy. 

Too much of churn in the top team isnot a good sign. 



 

 Is the fund manager taking on too much risk? For example, would you prefer a fund with 

15% return and 20% standard deviation or a fund with 18% returns with 60% standard 

deviation? Obviously, in the second case, the higher returns are not justified by the 

substantially higher volatility risk in the equityfund. 

 Finally, does the equity fund fit into your financial plan? If it  is skewing your equity mix  

or if it is skewing your sectorial mix then that equity funds should be avoided. This is the 

most important factor consider before investingin equity funds. 

 
Best Equity Mutual Funds 

 

 
 
Scheme Name 

 
AUM(Cr.) 

 
1y % 

 
3y % 

 
5y % 

Expense 

Ratio(%) 

HDFC Top 100 Fund (G) 16704.61 13.87 15.47 10.2 1.85 

ICICI Pru Growth Fund - Series 

1(D) 

104.01 13.62 15.69 0 1.4 

HDFC Equity Fund - (G) 22376.35 12.19 15.31 10.3 1.79 

Franklin India Focused 

EquityFund (G) 

8264.23 11.07 13.45 15.18 1.82 

IIFL Focused Equity Fund (G) 176.51 11.04 15.18 0 2.41 
 
 

And more….. 

https://www.indiainfoline.com/mutualfunds/HDFC-Top-100-Fund-G/5125043
https://www.indiainfoline.com/mutualfunds/ICICI-Pru-Growth-Fund-Series-1-D/211207766
https://www.indiainfoline.com/mutualfunds/ICICI-Pru-Growth-Fund-Series-1-D/211207766
https://www.indiainfoline.com/mutualfunds/ICICI-Pru-Growth-Fund-Series-1-D/211207766
https://www.indiainfoline.com/mutualfunds/HDFC-Equity-Fund-G/1936473
https://www.indiainfoline.com/mutualfunds/Franklin-India-Focused-Equity-Fund-G/40168205
https://www.indiainfoline.com/mutualfunds/Franklin-India-Focused-Equity-Fund-G/40168205
https://www.indiainfoline.com/mutualfunds/Franklin-India-Focused-Equity-Fund-G/40168205
https://www.indiainfoline.com/mutualfunds/IIFL-Focused-Equity-Fund-G/223215454


 

 
 

Employee's Feedback for Sharekhan Ltd 

 
 There is lot of advice I can share to management but I can express through the 

message

 
Posted by current employee working as Online equities dealer 

 
 
 

 Already aware but not paying attention towardsimprovement

 
Posted by former employee working as Equity dealer 

 
 
 

 
 Give all Saturdaysholiday

 
Posted by current employee working as Senior Graphic Designer 

 
 Should believe in their employees and not guage them according to their limited 

knowledge.

 
Posted by current employee working as Deputy Product Manager 

 
 Make it more corporate and ethical strong culture and do performance based 

appraisal

 
Posted by former employee working as Advisory manager 

 
 Never teach your daddy. They are running a company and I was running abranch.

 
Posted by current employee working as Branch Manager/ Head 

 
 They need to consider looking growth of their employees at the branchlevel



 

Posted by current employee working as Manager Franchise Business 

 
 Pay Scale is very low company should do reverseengineering

 
Posted by current employee working as Relationship Manager 

 
 Salary structure must beimproved

 
Posted by current employee working as Sales Executive/ Officer 

 
 
 

 Career growth, Stuck Bigtime.

 
Posted by current employee working as Management/ Business Consultant 

 
 Take yearly review from employee for all task and about theirpro-cons

 
Posted by former employee working as operation executive 

 
 Change mind-sets and punished fraud bm andemployee

 
Posted by former employee working as Equity dealer 

 
 Internal job posting must be smoothenedout

 
Posted by former employee working as Branch Co-ordinator 

 
 Just look at the growth of their employees

 
Posted by current employee working as Sales Executive/ Officer 



 

Chapter- 4 
 
 

 

Theoretical Framework 



 

THEORETICAL FRAMEWORK 
 

 
The Securities and Exchange Board of India (Mutual Funds) Regulations, 1996 defines a 

mutual fund as “a fund established in the form of a trust to raise money through the sale of Units 

to the public or a section of the public under one or more schemes for investing in securities, 

including money market instruments”. According to the above definition, a mutual fund in India 

can raise resources through sale of units to the public. It can be set up in the form of a Trust 

under the Indian Trust Act. Mutual Fund is a trust that  pools together the resources of investors 

to make a foray into investments in the capital market thereby making the investor to be a part 

owner of the assets of the mutual fund. If the value of the mutual fund investments goes up, the 

return on them increases and viceversa. 

 
The net income earned on the funds, along with capital appreciation of the investment, is 

shared amongst the unit holders in proportion to the units owned by them. Mutual Fund is 

therefore an indirect vehicle for the investor investing in capital markets. A Mutual fund is an 

organization (in India this organization must be in the form of a trust) that pools the savings of a 

number of investors called as unit holders who share common goal. The money thus collected is 

invested by the professional fund manager’s indifferent types of securities depending upon the 

objectives of the scheme. The return/ loss on investment are shared by the unit holders in 

proportion to the number of units owned by them. 

 
According to Association of Mutual Funds in India (AMFI), “A mutual fund is a 

trust that pools the savings of a number of investors who share common financial goal”.  

Anybody with an investible surplus of as little as a few thousand rupees can invest in mutual 

funds. This investor buys units of a particular mutual fund scheme that has a defined investment 

objective andstrategy. 

 
Mutual Fund is a trust that pools money from investors by selling shares of the fund 

like any other type of company that sells stock to the public 



 

The raised money is used in different securities like stocks, bonds, money markets & 

commodities etc. Each mutual fund has common financial goal and the money is invested in 

accordance with the objective. Periodically checking up on how the mutual fund is doing is 

important, and there are lots of measures that the investor can use to perform the checking. A 

funds track record may be the single most important factor that an investor checks before opting 

for a mutual fund product. Hence evaluating funds is important before investing. But it is 

becoming increasingly important for investors to take note of other parameters too, while 

deciding between mutual funds. Of course, investors need to weigh the savings on expenses 

against the performance record before choosing a fund. 

 
In India the origin of Mutual Funds industry can be traced since the 

enactment of UTI (Unit Trust of India) Act, 1963.Due to various historic reasons the unit trust of 

India has enjoyed the monopoly in the mutual funds industry and it still maintains its prominent 

position. Mutual fund industry in India has grown rapidly since its liberalization in 1993.Prior to 

the year 1993 the major control was with the public sector banks and the insurance companies. In 

India Mutual funds have played a very crucial role in the growth of the financial market and have 

existed more than a century. Indian mutual funds have different types of mutual fund schemes 

such as open-ended, close-ended, interval (based on structure), growth, income, balanced and 

money market schemes (based on investment objectives). Also, there are other schemes such as 

tax saving schemes, special schemes that provide the needs of the financial position, risk 

tolerance and return expectations. 

 
MUTUAL FUND HISTORY: 

Prof K Geert Rouwenhorst in 'The Origins of Mutual Funds', states that the origin of pooled 

investing concept dates back to the late 1700s in Europe, when "a Dutch merchant and broker 

invited subscriptions from investors to form a trust to provide an opportunity to diversify for 

small investors with limited means." The emergence of "investment pooling" in England in the 

1800s brought the concept closer to the US shores. 

The enactment of two British laws, the Joint Stock Companies Acts of 1862 and 1867, 

permitted investors to share in the profits of an investment enterprise and limited investor 

liability to the amount of investment capital devoted to the enterprise. Shortly thereafter, in1868, 

the Foreign and Colonial Government Trust was formed inLondon. 



 

It resembled the US fund model in basic structure, providing "the investor of moderate 

means the same advantages as the large capitalists by spreading the investment over a number of 

different stocks." More importantly, the British fund model established a direct link with the US 

securities markets, helping finance the development of the post-Civil War US economy. 

 
The Scottish American Investment Trust, formed in February 1873, by fund pioneer 

Robert Fleming, invested in the economic potential of the US, chiefly through American railroad 

bonds. Many other trusts followed them, who not only targeted investment in America, but led to 

the introduction of the fund investing concept on the US shores in the late 1800s and the early 

1900s. The first mutual or 'open-ended' fund was introduced in Boston in March 1924. The 

Massachusetts Investors Trust, which was formed as a common law trust, introduced important 

innovations to the investment company concept by establishing a simplified capital structure, 

continuous offering of shares, and the ability to redeem shares rather than holding them until 

dissolution of the fund and a set of clear investment restrictions as well as policies. 

The stock market crash of 1929 and the Great Depression that followed greatly hampered the 

growth of pooled investments until a succession of landmark securities laws, beginning with the 

Securities Act, 1933 and concluded with the Investment Company Act, 1940, reinvigorated 

investor confidence. Renewed investor confidence and many innovations led to relatively steady 

growth in industry assets and number of accounts. 

 
 

Characteristics of a mutual fund 

 
 Mutual fund belongs to the investors have pooled theirfund.

 Ownership  mutual  fund  in  the  hand  of  the  investors.   Mutual  fund   is   managed  

by professionals‟ manager and other service provider, who earns or charge fee  for  their  

services from the fun.

 Pool of fund invested in a portfolio of marketable investments orinstrument.

 The value of the portfolio is updated every day as per markettrend.

 The value of the unit changes with change in the portfolio’s value every day as per stock 

markettrend.



 

 The value of one unit of investment is called Net Asset Value of(NAV).
 
 
 
 
 



 

 

STRUCTURE OF MUTUAL FUNDS IN INDIA 

The structure of Mutual Funds in India is a three-tier one. There are 

three distinct entities involved in the process – the sponsor (who creates a Mutual Fund), trustees 

and the asset management company (which oversees the fund management). The structure of 

Mutual Funds has come into existence due to SEBI (Securities and Exchange Board of India) 

Mutual Fund Regulations, 1996. Under these regulations, a Mutual Fund is created as a Public 

Trust. We will look into the structure of Mutual Funds in a detailed manner. 

 
 

 



 

Structure of Mutual funds 

The Fund Sponsor 

The Fund Sponsor is the first layer in the three-tier structure of Mutual Funds in India. SEBI 

regulations say that a fund sponsor is any person or any entity that can set up a Mutual Fund to 

earn money by fund management. This fund management is done through an associate company 

which manages the investment of the fund. A sponsor can be seen as the promoter of the 

associate company. A sponsor has to approach SEBI to seek permission for a setting up a Mutual 

Fund. Once SEBI agrees to the inception, a Public Trust is formed under the Indian Trust Act, 

1882 and is registered with SEBI. Trustees are appointed to manage the trust and an asset 

management company is created complying with the Companies Act,1956. 

There are eligibility criteria given by SEBI for the fund sponsor: 

 The sponsor must have experience in financial services for aminimum of five years with  

a positive Net worth for all the previous fiveyears.

 The net worth of the sponsor in the immediate last year has to be greater than the capital 

contribution of theAMC.

 The sponsor must show profits in at least three out of five years which includes the last 

year aswell.

 The sponsor must have at least 40% share in the net worth of the asset management 

company.

Any entity that fulfills the above criteria can be termed as a sponsor of the Mutual Fund. 

Trust and Trustees 

Trust and trustees form the second layer of the structure of Mutual Funds in India. A trust is 

created by the fund sponsor in favour of the trustees, through a document called a trust deed. The 

trust is managed by the trustees and they are answerable to investors. They can be seen as 

primary guardians of fund and assets. Trustees can be formed by two ways – a Trustee Company 

or a Board of Trustees. The trustees work to monitor the activities of the Mutual Fund and check 

its compliance with SEBI (Mutual Fund) regulations. They also monitor the systems, procedures, 

and overall working of the asset management company. Without the trustees’ approval, 

AMCcannot float any scheme in the market. The trustees have to report to SEBI  every six 

months aboutthe activities of theAMC. 



 

Registrar and Transfer Agents (RTAS) 

These are the entities who provide services to Mutual Funds. RTAs are more like the operational 

arm of Mutual Funds. Since the operations of all Mutual Fund companies are similar, it is 

economical in scale and cost effective for all the 44 AMCs to seek the services of RTAs. CAMS, 

Karvy, Sundaram, Principal, Templeton, etc are some of the well-known RTAs in India. Their 

services include: 

 Processing investors’application

 Keeping a record of investors’details

 Sending out account statements to theinvestors

 Sending out periodicreports

 Processing the payouts of thedividends

 Updating the investor details i.e. adding new members and removing those who have 

withdrawn from the fund.

 
 AMC (ASSET MANAGEMENT COMPANY) 

 

A mutual fund is set up in the form of a trust, which has sponsor, trustees, Asset Management 

Company (AMC) and custodian. The trust is established by a sponsor or more than one sponsor 

who is like promoter of a company. The trustees of the mutual fund hold its property for the 

benefit of the unit holders. AMC approved by SEBI manages the funds by making investments in 

various types of securities. Custodian, who is required to be registered with SEBI, holds the 

securities of various schemes of the fund in its custody. The trustees are vested with the general 

power of superintendence and direction over AMC. They monitor the performance and 

compliance of SEBI Regulations by the mutual fund. SEBI Regulations require that at least two- 

thirds of the directors of trustee company or board of trustees must be independent i.e. they 

should not be associated with the sponsors. Also, 50% of the directors of AMC must be 

independent. All mutual funds are required to be registered with SEBI before they launch any 

scheme. 



 

CUSTODIAN:  

The mutual fund is required by law to protect their portfolio securities by placing them with a 

custodian. Nearly all mutual funds use qualified bank custodians. Only a registered custodian 

under the SEBI regulation can act as a custodian to a mutual fund. 

Over the years, with the involvement of the RBI and SEBI, the mutual 

fund industry has evolved in a big way giving investors an opportunity to make the most of this 

investment avenue. With a proper structure in place, the industry has been able to cater to more 

number of investors. With the increase in awareness about mutual funds several new players 

have joined thebandwagon. 

NAV (NET ASSET VALUE) 

The performance of a particular scheme of a mutual fund is denoted by Net Asset Value (NAV). 

Mutual funds invest the money collected from investors in securities markets. In simple words, 

NAV is the market value of the securities held by the scheme. Since market value of securities 

changes every day, NAV of a scheme also varies on day to day basis. The NAV per unit is the 

market value of securities of a scheme divided by the total number of units of the scheme on any 

particular date. For example, if the market value of securities of a mutual fund scheme is INR  

200 lakh and the mutual fund has issued 10 lakh units of INR 10 each to the investors, then the 

NAV per unit of the fund is INR 20 (i.e.200 lakh/10 lakh). NAV is required to be disclosed by 

the mutual funds on a daily basis. The NAV per unit of all mutual fund schemes have to be 

updated on AMFI‟s website and the Mutual Funds‟ website by 9 p.m. of the same day. Fund of 

Funds are allowed time till 10 a.m. the following business day to update theinformation. 

 

DIVERSIFIED EQUITY FUND: 
 
 

A diversified equity fund invests in companies regardless of size and sector. It diversifies 

investments across the stock market in a bid to maximize gains for investors. They are offered by 

unit-linked insurance plans / ULIPs, mutual funds and other investment firms. 



 

Companies listed on the stock exchange come in all sizes and categories. 

 
1. large companies also called large caps, due to their huge market capitalization or market 

caps 

2. Mid-sized companies or mid caps with mediumcapitalizations. 

3. smaller companies or small caps with smaller marketcapitalizations 

 
DIVERSIFIED EQUITY FUND WORK AS 

 
On the same lines, a diversified equity fund invests in companies across sectors and industries. 

This way it can participate in growth across the economy and is not tied down to a particular 

sector or industry. 

 
They can choose to invest in companies from – 

 
1. Pharmaceuticals 

2. Technology 

3. Engineering 

4. Automobiles 

5. Power / Utilities 

6. Banking and FinancialServices 

7. Oil andGas 

 
Put simply, a diversified equity fund invests in companies across sectors, industries and market 

capitalizations. 

 
Diversified equity funds of both ULIPs and mutual funds are launched with the specific purpose 

of giving investors the opportunity to benefit from financial growth of companies of all sizes and 

across industries and sectors. The investment guidelines vary across ULIPs / mutual funds and 

investors are informed of this through product literature / company websites. 



 

IDEAL FOR 

 
For an investor with appetite for equities and long-term goals like retirement planning, saving for 

child’s education or child’s marriage, diversified equity funds either on a standalone basis or in a 

portfolio with other investments can prove useful. 

 
ADVANTAGES OF MUTUAL FUNDS: 

 
Mutual fund investments in stocks, bonds and other instruments 

require considerable expertise and constant supervision, to allow an investor to take the right 

decisions. Small investors usually do not have the necessary expertise and time to undertake any 

study that can facilitate informed decisions. While this is the predominant reason for the 

popularity of mutual funds, there are many other benefits that make mutual funds appealing. 

 
1. DiversificationBenefits: 

 
Diversified investment improves the risk return profile of the 

portfolio. Optimal diversification has limitations due to low liquidity among small investors. The 

large corpus of a mutual fund as compared to individual investments makes optimal 

diversification possible. Due to the pooling of capital, individual investors can derive benefits of 

diversification. 

 
2. Low TransactionCosts: 

 
Mutual fund transactions are generally very large. These large 

volumes attract lower brokerage commissions and other costs as compared to smaller volumes of 

the transactions that individual investors enter into. The brokers quote a lower rate of 

commission due to two reasons. The first is competition for the institutional investors business. 

The second reason is that the overhead cost of executing a trade does not differ much for large 

and small orders. Hence for a large order these costs spread over a large volume enabling the 

broker to quote a lower commissionrate. 



 

 

 

3. Availability of Various Schemes: 

 
There are four basic types of mutual funds: equity, bond, hybrid 

and money market. Equity funds concentrate their investments in stocks. Similarly bond funds 

primarily invest in bonds and other securities. Equity, bond and hybrid funds are called long- 

term funds. Money market funds are referred to as short-term funds because they invest in 

securities that generally mature in about one year or less. Mutual funds generally offer a number 

of schemes to suit the requirement of theinvestors. 

 
4. ProfessionalManagement: 

 
Management of a portfolio involves continuous monitoring of 

various securities and innumerable economic variables that may affect a portfolio's performance. 

This requires a lot of time and effort on part of the investors along with in-depth knowledge of 

the functioning of the financial markets. Mutual funds are managed by fund managers generally 

with knowledge and experience whose time is solely devoted to tracking and updating the 

portfolio. Thus investment in a mutual fund not only saves time and effort for the investor but is 

also likely to produce betterresults. 

 

5. Liquidity: 

Liquidating a portfolio is not always easy. There may not be a liquid 

market for all securities held. In case only a part of the portfolio is required to be liquidated, it 

may not be possible to see all the securities forming a part of the portfolio in the same proportion 

as they are represented in the portfolio; investing in mutual funds can solve these problems. A 

fund house generally stands ready to buy and sell its units on a regular basis. Thus it is easier to 

liquidate holdings in a Mutual Fund as compared to direct investment in securities. 



 

6. Returns: 

 
In India dividend received by investors is tax-free. This enhances the 

yield on mutual funds marginally as compared to income from other investment options. Also in 

case of long-term capital gains, the investor benefits from indexation and lower capital gain tax. 

 
 

 
7. Flexibility: 

 
Features of a MF scheme such as regular investment plan, regular 

withdrawal plans and dividend reinvestment plan allows investors to systematically invest or 

withdraw funds according to the needs and convenience. 

 
8. WellRegulated: 

 
All mutual funds are registered with SEBI and they function within the 

provisions of strict regulations designed to protect the interest of investors. The SEBI regularly 

monitors the operations of an AMC. 

 
9. TaxEfficiency: 

 
 

Mutual funds are relatively more tax-efficient than other types of investments. Long-term capital 

gain tax on equity mutual fund is zero, which means, if you sell your investment one year after 

purchase, you don’t have to pay tax. For debt funds, long-term capital gains apply when you hold 

them for 3 years. 

To understand tax on mutual funds: 

1. It is a surrogate route to the direct stockmarket. 

 
2. The minimum investment is Rs 500 permonth. 

 
3. It has a lock-in-period of only3-years. 

 
4. The returns are tax-free aswell. 



 

DISADVANTAGES OF MUTUAL FUNDS: 
 

1. Costs: 
 
 

Surprised to see “Cost” in both advantages and disadvantages of mutual 

funds? 
 
 

Some mutual funds have a high cost associated with them. Mutual funds charge for managingthe 

funds, fund managers salary, distribution costs etc. Depending on the fund, these charges can be 

significant. When you exit from your mutual fund, you might be charged an extra cost as exit 

load. Do check out exit loads before investing in a fund. Typically, exit loads are applicable if 

you sell your investments within a specifiedduration. 

 
Investors should note that different funds have different expense ratios. Passively managed funds 

like index funds or ETF(Exchange Traded Funds) have lower expense ratios than actively 

managed funds. This is because passively managed funds track the underlying index and do not 

require a fund manager to take active investment calls. Lower costs reflect the operational 

efficiency of a mutual fund house. 

 
2. Dilution: 

 

This is the most prominent of all disadvantages. Diversification has an 

averaging effect on your investments. While diversification saves you from suffering any major 

losses, it also prevents you from making any major gains! Thus, major gains get diluted. This is 

exactly why it is recommended that you do not invest in too many mutual funds. Mutual funds 

are themselves diversifying investments. Therefore, buying many mutual funds in the name of 

diversifying dilutes your gains. 



 

Chapter -5 
 
 

 

DataAnalysis 



 

DATA ANALYSIS 
 

Table: 1 

 
Data representing for the year 2015, the selected equity mutual fund schemes are HDFC, 

Reliance large cap, DSP equity, Sundaram Mid cap Companies. For the purpose of data analysis 

& interpretations, we calculate the NAV’s, change in NAV’s in ( Rs& %), Mean, Variance, 

Standard deviation & Sharpe ratio of selected equity mutual fund schemes are HDFC Top 100 

Fund Growth, Reliance Large Cap Fund - Growth, DSP Equity Opportunities Fund 

Growth,Sundaram Mid Cap Growth . 
 

Date 
HDFC 
NAV 

chg in 
rs 

chg 
in % 

relianc 
e nav 

chg 
in rs 

chg 
in % 

DSP 
nav 

chg 
in rs 

chg 
in % 

sundar 
amnav 

chg in 
rs 

chg in % 

Jan-15 223.63   14.53   93.36   169.55   

Feb-15 230.90 7.27 3.25 15.12 0.59 4.08 95.95 2.59 2.78 175.64 6.09 3.59 

Mar-15 253.63 22.73 9.84 16.30 1.18 7.79 101.07 5.12 5.33 194.57 18.93 10.78 

Apr-15 256.84 3.21 1.27 16.31 0.01 0.04 101.65 0.58 0.57 202.10 7.52 3.87 

May-15 292.61 35.77 13.93 18.30 1.99 12.22 112.63 10.99 10.81 231.34 29.25 14.47 

Jun-15 313.92 21.31 7.28 19.92 1.62 8.83 121.45 8.82 7.83 260.12 28.77 12.44 

Jul-15 308.21 -5.71 -1.82 19.72 -0.20 -1.00 121.80 0.35 0.29 253.41 -6.71 -2.58 

Aug-15 322.67 14.46 4.69 20.64 0.92 4.66 127.64 5.84 4.80 267.05 13.64 5.38 

Sep-15 323.29 0.62 0.19 21.15 0.51 2.48 130.52 2.88 2.26 281.48 14.43 5.40 

Oct-15 340.23 16.94 5.24 22.48 1.34 6.32 136.34 5.81 4.45 289.14 7.66 2.72 

Nov-15 355.73 15.50 4.56 23.69 1.21 5.36 142.30 5.97 4.38 305.45 16.31 5.64 

Dec-15 344.90 -10.83 -3.04 23.30 -0.39 -1.66 140.22 -2.09 -1.47 314.56 9.11 2.98 

             

Annual 
return 

 
121.27 45.39 

 
8.77 49.12 

 
46.86 42.03 

 
145.0 64.69 

             

Mean  10.11 3.78  0.73 4.09  3.91 3.5  12.08 5.39 



 

             

Variance   25.16   18.56   12.34   24.06 

S D   5.02   4.31   3.51   4.90 

Rf   6.50   6.50   6.50   6.50 

             

sharp 
ratio 

  
7.75 

  
9.89 

  
10.12 

  
11.88 

 

GRAPH-1 
 

From the above table-1 for the year 2015: 

The graph represents change in NAV’s in %, of all the selected equity schemes of HDFC Top 

100 Fund Growth, Reliance Large Cap Fund - Growth, DSP Equity Opportunities Fund Growth, 

Sundaram Mid Cap Growth 
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Interpretation: 
 

 HDFC Top 100 FundGrowth: 
 
 

From the above table-1 for the year 2015, this fund increases from Rs. 223.63 to Rs.344.90. The 

overall return is 45.39%. The mean value is 3.78%. This fund has positive return of 10 months 

and highest return is in the month May. This fund has negative return of 2months and highest 

loss is in the month of December. The standard deviation is 5.02%. The sharp ratio is7.75%. 

 
 Reliance Large Cap Fund - Growth:

 
 

From the above table-1 for the year 2015, this fund increases from Rs.14.53 to Rs.23.30. The 

overall return is 49.12%. The mean value is 4.09%. This fund  has positive return of 10months 

and highest return is in the month May. This fund has negative return of 2months and highest 

loss is in the month of December. The standard deviation is 4.31(in %). The sharp ratio is9.89%. 

 

 DSP Equity Opportunities Fund Growth:
 
 

From the above table-1 for the year 2015, this fund increases from Rs.93.36 to Rs.140.22. The 

overall return is 42.03%. The mean value is 3.5%. This fund has positive return of 11  months 

and highest return is in the month May. This fund has negative return of one month. The  

standard deviation is 3.51(in %). The sharp ratio is10.12%. 

 
 
 
 Sundaram Mid Cap Growth:

 
 

From the above table-1 for the year 2015, this fund increases from Rs.169.55 to Rs.314.56. The 

overall return is 64.69 %. The mean value is 5.49%. This fund has positive return of 11 months 

and highest return is in the month May. This fund has negative return of one month. The  

standard deviation is 4.90(in %). The sharp ratio is11.88%. 



 

Table - 2: 
 

 
Data representing for the year 2016, the selected equity mutual fund schemes are HDFC, 

Reliance large cap, DSP equity, Sundaram Mid cap Companies. For the purpose of data analysis 

& interpretations, we calculate the NAV’s, change in NAV’s in ( Rs& %), Mean, Variance, 

Standard deviation & Sharpe ratio of selected equity mutual fund schemes are HDFC Top 100 

Fund Growth , Reliance Large Cap Fund - Growth, DSP Equity Opportunities Fund Growth , 

Sundaram Mid Cap Growth . 
 

Date hdfcna 
v 

chg in 
rs 

chg in 
% 

relianc 
e nav 

chg in 
rs 

chg 
in % 

dspnav chg 
in rs 

chg 
in % 

sundar 
amnav 

chg in 
rs 

chg in 
% 

Dec-15 344.90   23.30   140.22   314.56   

Jan-16 360.39 15.49 4.49 24.72 1.42 6.10 147.67 7.45 5.31 332.59 18.03 5.73 

Feb-16 354.86 -5.53 -1.53 24.83 0.11 0.46 148.34 0.68 0.46 332.57 -0.02 -0.01 

Mar-16 342.68 -12.18 -3.43 24.45 -0.38 -1.53 149.03 0.68 0.46 333.16 0.59 0.18 

Apr-16 334.52 -8.16 -2.38 23.52 -0.93 -3.81 143.23 -5.80 -3.89 321.37 -11.79 -3.54 

May-16 341.57 7.05 2.11 24.21 0.69 2.92 147.33 4.10 2.86 335.08 13.71 4.27 

Jun-16 336.98 -4.59 -1.34 23.92 -0.29 -1.20 146.76 -0.57 -0.38 338.11 3.03 0.90 

Jul-16 349.32 12.34 3.66 24.93 1.01 4.22 154.67 7.91 5.39 361.75 23.64 6.99 

Aug-16 325.52 -23.80 -6.81 23.65 -1.27 -5.11 146.76 -7.91 -5.12 342.70 -19.05 -5.27 

Sep-16 323.30 -2.22 -0.68 23.10 -0.55 -2.32 145.83 -0.93 -0.63 338.65 -4.05 -1.18 

Oct-16 328.37 5.07 1.57 23.51 0.40 1.74 146.45 0.62 0.42 342.63 3.98 1.18 

Nov-16 330.61 2.24 0.68 23.61 0.11 0.45 149.82 3.37 2.30 347.29 4.65 1.36 

Dec-16 323.90 -6.71 -2.03 23.56 -0.06 -0.24 148.76 -1.06 -0.71 349.63 2.35 0.68 

             

Annual 
return 

 -21.00 -5.69  0.26 1.68  8.54 6.47  35.08 11.29 

             

Mean  -1.75 -0.47  0.02 0.14  0.71 0.54  2.92 0.94 

             



 

Variance   10.08   10.59   10.02   12.32 

S D   3.17   3.25   3.17   3.51 

Rf   6.50   6.50   6.50   6.50 

             

sharp 
ratio 

  -3.84   -1.48   -0.01   1.36 

 
 
 
 

GRAPH-2 
 

From the above table-2 for the year 2016: 

The graph represents change in NAV’s in %, of all the selected equity schemes of HDFC Top 

100 Fund Growth , Reliance Large Cap Fund - Growth, DSP Equity Opportunities Fund 

Growth , Sundaram Mid Cap Growth . 
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Interpretation: 
 

 HDFC Top 100 FundGrowth:
 
 

From the above table-2 for the year 2016, this fund increases from Rs.360.39 to Rs.323.90. The 

overall return is -5.69 %. The mean value is -0.47 %. This fund has positive return of 7 months 

and highest return is in the month January. This fund has negative return of 5 months and highest 

loss is in the month of August. The standard deviation is 3.17(in %). The sharp ratio is -3.84%. 

 
 Reliance Large Cap Fund - Growth:

 
 

From the above table-2 for the year 2016, this fund decreases from Rs.24.72 to Rs.23.56. The 

overall return is 1.68%. The mean value is 0.14 %. This fund has positive return of 6months and 

highest return is in the month January. This fund has negative return of 6months and highest loss 

is in the month of August. The standard deviation is 3.25(in %). The sharp ratio is -1.48%. 

 

 DSP Equity Opportunities Fund Growth:
 
 

From the above table-2 for the year 2016, this fund increases from Rs.147.67 to Rs.148.76. The 

overall return is 6.47 %. The mean value is 0.54%. This fund has positive return of 7 months and 

highest return is in the month July. This fund has negative return of 5 months and highest loss is 

in the month of August. The standard deviation is 3.17(in %). The sharp ratio is -0.01%. 

 
 Sundaram Mid Cap Growth:

 
 

From the above table-2 for the year 2016, this fund increases from Rs.332.59 to Rs.349.63. The 

overall return is 11.29 %. The mean value is 0.94 %. This fund has positive return of 8months 

and highest return is in the month July. This fund has negative return of 4months and highest loss 

is in the month of August. The standard deviation is 3.51(in %). The sharp ratio is1.36%. 



 

Table - 3: 

 
Data representing for the year 2017, the selected equity mutual fund schemes are HDFC, 

Reliance large cap, DSP equity, Sundaram Mid cap Companies. For the purpose of data analysis 

& interpretations, we calculate the NAV’s, change in NAV’s in ( Rs& %), Mean, Variance, 

Standard deviation & Sharpe ratio of selected equity mutual fund schemes are HDFC Top 100 

Fund Growth , Reliance Large Cap Fund - Growth, DSP Equity Opportunities Fund Growth , 

Sundaram Mid Cap Growth . 
 

Date HDFC 

nav 

chg in 
rs 

chg in 
% 

reliance 
nav 

chg in 
rs 

chg 
in % 

dspnav chg in 
rs 

chg in 
% 

sundara 
mnav 

chg in 
rs 

chg in 
% 

Dec-16 323.90   23.56   148.76   349.63   

Jan-17 299.05 -24.85 -7.67 21.89 -1.67 -7.07 140.59 -8.17 -5.50 326.46 -23.17 -6.63 

Feb-17 269.80 -29.25 -9.78 19.87 -2.02 -9.23 126.95 -13.63 -9.70 290.63 -35.84 -10.98 

Mar-17 309.11 39.31 14.57 22.20 2.33 11.71 145.01 18.06 14.23 327.70 37.07 12.76 

Apr-17 317.56 8.45 2.73 22.21 0.01 0.05 147.88 2.86 1.97 341.31 13.62 4.16 

May17 331.68 14.12 4.45 22.93 0.73 3.27 152.74 4.86 3.29 350.87 9.56 2.80 

Jun-17 338.97 7.29 2.20 23.59 0.66 2.87 158.06 5.32 3.48 368.80 17.93 5.11 

Jul-17 358.53 19.56 5.77 24.89 1.30 5.49 169.95 11.89 7.53 390.99 22.19 6.02 

Aug-17 368.41 9.88 2.76 25.71 0.83 3.32 174.97 5.02 2.95 407.92 16.92 4.33 

Sep-17 365.96 -2.45 -0.67 25.53 -0.18 -0.70 174.67 -0.30 -0.17 409.41 1.49 0.37 

Oct-17 372.51 6.55 1.79 25.74 0.21 0.81 178.61 3.94 2.26 429.32 19.91 4.86 

Nov-17 358.42 -14.09 -3.78 24.43 -1.31 -5.08 169.71 -8.90 -4.98 394.95 -34.37 -8.01 

Dec-17 7351.5 -6.92 -1.93 24.08 -0.35 -1.44 165.37 -4.34 -2.56 389.24 -5.71 -1.45 

             

Annual 
return 

 27.60 10.44  0.52 4  16.61 12.8  39.61 13.34 

             

Mean  2.30 0.87  0.04 0.33  1.38 1.07  3.30 1.11 



 

             

Varian 
ce 

  41.13   32.74   40.15   46.22 

S D   6.41   5.72   6.34   6.80 

Rf   6.50   6.50   6.50   6.50 

             

sharp 
ratio 

  0.62   -0.44   0.99   1.01 

 
 
 
 

GRAPH-3 
 

From the above table3 for the year 2017: 

The graph represents change in NAV’s in %, of all the selected equity schemes of HDFCTop 

100 Fund Growth , Reliance Large Cap Fund - Growth, DSP Equity Opportunities Fund 

Growth , Sundaram Mid Cap Growth . 
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Interpretation: 
 

 HDFC Top 100 FundGrowth:
 
 

From the above table-3 for the year 2017, this fund increases from Rs. 299.05 to Rs.351.5. The 

overall return is 10.44%. The mean value is 0.87%. This fund has positive return of 7  months 

and highest return is in the month May. This fund has negative return of 5months and highest 

loss is in the month of February. The standard deviation is 6.41 %. The sharp ratio is0.61%. 

 
 Reliance Large Cap Fund - Growth:

 
 

From the above table-3 for the year 2017, this fund increases from Rs.21.89 to Rs.24.08. The 

overall return is 4%. The mean value is 0.33%. This fund has positive return of 7months and 

highest return is in the month March. This fund has negative return of 5months and highest loss 

is in the month of February. The standard deviation is 5.72%. The sharp ratio is-0.44%. 

 

 DSP Equity Opportunities Fund Growth:

From the above table-3 for the year 2017, this fund increases from Rs.140.59 to Rs.165.37. The 

overall return is 12.8 %. The mean value is 1.07 %. This fund has positive return of 7 months  

and highest return is in the month March. This fund has negative return of 5 months and highest 

loss is in the month of February. The standard deviation is 6.34%. The sharp ratio is0.99%. 

 

 Sundaram Mid Cap Growth:

From the above table-3 for the year 2017, this fund increases from Rs.326.46 to Rs.389.24. The 

overall return is 13.34 %. The mean value is 1.11%. This fund has positive return of 8 months 

and highest return is in the month March. This fund has negative return of 4 months and highest 

loss is in the month of February. The standard deviation is 6.80%. The sharp ratio is1.01%. 



 

Table - 4: 

 
Data representing for the year 2018, the selected equity mutual fund schemes are HDFC, 

Reliance large cap, DSP equity, Sundaram Mid cap Companies. For the purpose of data analysis 

& interpretations, we calculate the NAV’s, change in NAV’s in ( Rs& %), Mean, Variance, 

Standard deviation & Sharpe ratio of selected equity mutual fund schemes are HDFC Top 100 

Fund Growth , Reliance Large Cap Fund - Growth, DSP Equity Opportunities Fund Growth , 

Sundaram Mid Cap Growth. 
 

Date hdfcnav chg in 
rs 

chg in 
% 

relianc 
e nav 

chg 
in rs 

chg in 
% 

dspnav chg 
in rs 

chg 
in % 

sundar 
amnav 

chg in 
rs 

chg in % 

Dec-17 351.50   24.08   165.37   389.24   

Jan-18 372.68 21.18 6.03 25.19 1.11 4.62 177.51 12.14 7.34 414.42 25.17 6.47 

Feb-18 388.22 15.54 4.17 26.67 1.48 5.87 183.56 6.05 3.41 431.73 17.31 4.18 

Mar-18 401.86 13.64 3.51 27.67 1.00 3.74 190.72 7.16 3.90 444.65 12.92 2.99 

Apr-18 413.61 11.75 2.92 28.40 0.73 2.63 197.51 6.80 3.56 472.62 27.97 6.29 

May-18 420.23 6.62 1.60 29.02 0.62 2.20 198.78 1.26 0.64 464.92 -7.69 -1.63 

Jun-18 8416.3 -3.86 -0.92 29.35 0.33 1.13 196.16 -2.61 -1.31 466.99 2.06 0.44 

Jul-18 443.76 27.39 6.58 30.85 1.50 5.11 208.77 12.60 6.42 484.21 17.22 3.69 

Aug-18 430.86 -12.90 -2.91 30.20 -0.64 -2.09 208.85 0.08 0.04 481.13 -3.08 -0.64 

Sep-18 424.01 -6.85 -1.59 29.97 -0.23 -0.77 206.43 -2.41 -1.16 483.30 2.17 0.45 

Oct-18 458.59 34.58 8.16 31.90 1.93 6.44 219.62 13.19 6.39 507.62 24.32 5.03 

Nov-18 454.75 -3.84 -0.84 32.39 0.49 1.54 223.71 4.09 1.86 524.74 17.12 3.37 

Dec-18 463.86 9.11 2.00 33.33 0.94 2.90 231.70 7.99 3.57 547.94 23.20 4.42 

             

Annual 
return 

 112.36 28.71  9.25 33.32  66.33 34.66  158.7 35.06 

             

Mean  9.36 2.39  0.77 2.78  5.53 2.89  13.22 2.92 



 

             

Varianc 
e 

  12.25   6.70   8.64   7.14 

S D   3.50   2.59   2.94   2.67 

Rf   6.50   6.50   6.50   6.50 

             

sharp 
ratio 

  6.34   10.37   9.58   10.68 

 

GRAPH-4 
 

From the above table4 for the year 2018: 

The graph represents change in NAV’s in %, of all the selected equity schemes of HDFC Top 

100 Fund Growth , Reliance Large Cap Fund - Growth, DSP Equity Opportunities Fund 

Growth , Sundaram Mid Cap Growth . 
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Interpretation: 
 

 HDFC Top 100 FundGrowth:
 
 

From the above table-4 for the year 2018, this fund increases from Rs.372.68 to Rs.463.86. The 

overall return is 28.71 %. The mean value is 2.39%. This fund has positive return of 8 months 

and highest return is in the month October. This fund has negative return of 4 months and highest 

loss is in the month of August. The standard deviation is 3.5 %. The sharp ratio is6.34%. 

 
 Reliance Large Cap Fund - Growth: 

 
 

From the above table-4 for the year 2018, this fund increases from Rs.25.19 to Rs.33.33. The 

overall return is 33.32%. The mean value is 2.78 %. This fund has positive return of 10months 

and highest return is in the month October. This fund has negative return of 2months and highest 

loss is in the month of August. The standard deviation is 2.59%. The sharp ratio is 10.36%. 

 

 DSP Equity Opportunities Fund Growth:
 
 

From the above table-4 for the year 2018, this fund increases from Rs.177.50 to Rs.231.69. The 

overall return is 34.66 %. The mean value is 2.89 %. This fund has positive return of 10 months 

and highest return is in the month January. This fund has negative return of 2 months and highest 

loss is in the month of June. The standard deviation is 2.94%. The sharp ratio is 9.58%. 

 
 Sundaram Mid Cap Growth:

 
 

From the above table-4 for the year 2018, this fund increases from Rs.326.46 to Rs.389.24. The 

overall return is 35.06 %. The mean value is 2.92%. This fund has positive return of 8 months 

and highest return is in the month March. This fund has negative return of 4 months and highest 

loss is in the month of February. The standard deviation is 2.67% . The sharp ratio is10.68%. 



 

Table - 5 

 
Data representing for the year 2019, the selected equity mutual fund schemes are HDFC, 

Reliance large cap, DSP equity, Sundaram Mid cap Companies. For the purpose of data analysis 

& interpretations, we calculate the NAV’s, change in NAV’s in ( Rs& %), Mean, Variance, 

Standard deviation & Sharpe ratio of selected equity mutual fund schemes are HDFC Top 100 

Fund Growth , Reliance Large Cap Fund - Growth, DSP Equity Opportunities Fund Growth, 

Sundaram Mid Cap Growth . 
 

Date hdfcna 
v 

chg in 
rs 

chg in 
% 

relianc 
e nav 

chg 
in rs 

chg in 
% 

dspnav chg in 
rs 

chg in 
% 

sundara 
mnav 

chg in 
rs 

chg in 
% 

Dec-18 463.86   33.33   231.70   547.94   

Jan-19 481.89 18.03 3.89 34.15 0.81 2.44 228.65 -3.05 -1.32 526.83 -21.12 -3.85 

Feb-19 451.57 -30.32 -6.29 32.55 -1.60 -4.68 218.32 -10.32 -4.51 518.17 -8.66 -1.64 

Mar-19 429.08 -22.49 -4.98 31.02 -1.53 -4.69 211.55 -6.78 -3.11 496.80 -21.36 -4.12 

Apr-19 450.77 21.69 5.06 32.79 1.77 5.69 223.45 11.90 5.63 533.99 37.19 7.49 

May-19 446.35 -4.42 -0.98 32.05 -0.74 -2.25 216.41 -7.04 -3.15 508.34 -25.65 -4.80 

Jun-19 436.62 -9.73 -2.18 31.50 -0.56 -1.74 207.02 -9.39 -4.34 486.29 -22.06 -4.34 

Jul-19 464.40 27.78 6.36 33.38 1.88 5.97 219.82 12.80 6.18 492.23 5.94 1.22 

Aug-19 488.45 24.05 5.18 35.20 1.83 5.47 227.09 7.26 3.30 507.16 14.93 3.03 

Sep-19 458.25 -30.20 -6.18 32.51 -2.69 -7.65 206.31 -20.78 -9.15 450.09 -57.07 -11.25 

Oct-19 451.38 -6.87 -1.50 32.06 -0.45 -1.39 200.51 -5.80 -2.81 437.60 -12.48 -2.77 

Nov-19 457.32 5.94 1.32 32.84 0.78 2.44 207.38 6.87 3.43 449.04 11.44 2.61 

Dec-19 464.45 7.13 1.56 33.27 0.43 1.30 210.28 2.90 1.40 463.53 14.49 3.23 

             

Annual 
return 

 0.59 `1.26  -0.07 0.91  -21.42 -8.45  -84.41 -15.19 

             

Mean  0.05 0.11  -0.01 0.08  -1.78 -0.7  -7.03 -1.26 

             



 

Variance   20.23   20.35   21.88   25.04 

S D   4.50   4.51   4.68   5.00 

Rf   6.50   6.50   6.50   6.50 

             

sharp 
ratio 

  -1.16   -1.24   -3.19   -4.34 

 
 

GRAPH-5 
 

From the above table-5 for the year 2019: 

The graph represents change in NAV’s in %, of all the selected equity schemes of HDFC Top 

100 Fund Growth , Reliance Large Cap Fund - Growth, DSP Equity Opportunities Fund Growth, 

Sundaram Mid Cap Growth . 
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Interpretation: 
 

 HDFC Top 100 FundGrowth: 
 
 

From the above table-5 for the year 2019, this fund increases from Rs.360.39 to Rs.323.90. The 

overall return is 1.26 %. The mean value is 0.11 %. This fund has positive return of 7 months and 

highest return is in the month January. This fund has negative return of 5 months and highest loss 

is in the month of August. The standard deviation is 4.5 %. The sharp ratio is -1.16%. 

 

 Reliance Large Cap Fund - Growth:
 
 

From the above table-5 for the year 2019, this fund decreases from Rs.24.72 to Rs.23.56. The 

overall return is 0.91%. The mean value is 0.08 (in %). This fund has positive return of 6months 

and highest return is in the month January. This fund has negative return of 6months and highest 

loss is in the month of August. The standard deviation is 4.51 %. The sharp ratio is -1.24%. 

 
 DSP Equity Opportunities Fund Growth:

 
 

From the above table-5 for the year 2019, this fund increases from Rs.147.67 to Rs.148.76. The 

overall return is -8.45 %. The mean value is -0.7 %. This fund has positive return of 7 months 

and highest return is in the month July. This fund has negative return of 5 months and highest 

loss is in the month of August. The standard deviation is 4.68 %. The sharp ratio is-3.19%. 

 

 Sundaram Mid Cap Growth:
 
 

From the above table-5 for the year 2019, this fund increases from Rs.332.59 to Rs.349.63. The 

overall return is -15.19 %. The mean value is -1.26 %. This fund has positive return of 8months 

and highest return is in the month July. This fund has negative return of 4months and highest loss 

is in the month of August. The standard deviation is 5 %. The sharp ratio is -4.34% 



 

Chapter- 6 
 
 
 

Findings & Suggestions 



 

FINDINGS: 
 
 
 

From the data analysis of “A Comparative Study on performance of Sundaram Mid Cap 

Growth equity mutual fund selected with other equity mutual funds ”, for data analysis we have 

taken NAV’s for 5 years with 4 schemes of different houses (Companies) in monthly format & 

the following are points were found out. 

For the year 2015 
 

 The Performance of Sundaram Mid Cap Growth is better when compared to other funds 

in terms of Annual change in%.

  The Performance of DSP Equity Opportunities Fund Growth is better when compared to 

other funds in terms of SD%.

  The Performance of Sundaram Mid Cap Growthis better when compared to other funds 

in terms of Sharperatio%.

For the year 2016 
 

 The Performance ofSundaram Mid Cap Growth is better when compared to other funds  

in terms of Annual change in%.

  The Performance of HDFC Equity Fund Growth, DSP Equity Opportunities Fund 

Growth is better when compared to other funds in terms ofSD%.

  The Performance of Sundaram Mid Cap Growth is better when compared to other funds 

in terms of Sharperatio%.

For the year 2017 
 

 The Performance of HDFC Equity Fund Growth is better when compared to other funds 

in terms of Annual change in%.

  The Performance of Reliance Large Cap Fund - Growth isbetter when compared to 

other funds in terms of SD%.

  The performance of DSP Equity Opportunities Fund Growth is better when compared to 

other funds in terms of Sharperatio%.



 

 
 

For the year 2018 
 

  The Performance of Sundaram Mid Cap Growthis better when compared to other funds 

in terms of Annual change in%.

  The Performance of Reliance Large Cap Fund - Growth isbetter when compared to 

other funds in terms of SD%.

  The Performance of Sundaram Mid Cap Growth is better when compared to other funds 

in terms of Sharperatio%.

 

 
For the year 2019 

 
  The Performance of HDFC Equity Fund Growth is better when compared to other funds 

in terms of Annual change in%.

  The performance of HDFC Equity Fund Growth is better when compared to other funds 

in terms ofSD%.

  The performance of HDFC Equity Fund Growth is better when compared to other funds 

in terms of Sharperatio%.



 

 

Suggestions 
 

  The mutual fund organizations is beneficial to investors for hedge the risk with the 

proper indication by fund managers than the directinvestment. 

 
  The investor the consideration of historical performance and risk involved should not 

be the only criteria for investment, but past performance may not be reflected onfuture. 

 
 From the analysis, AMC is having huge importance. By Comparing all companies 

(HDFC Top 100 Fund Growth, Reliance Large Cap Fund - Growth,DSP Equity 

Opportunities Fund Growth,Sundaram Mid Cap Growth), with respect to tools like S.D 

and Sharpe ratio I came to conclusion that Sundaram Mid Cap Growth&DSP Equity 

Opportunities Fund Growthhave given high return.

 
 Here Sundaram Mid Cap Growth and HDFC Top 100 Fund Growth have shown good 

performance. As most of the investors are opting for mutual funds these days, Sundaram 

Mid Capand HDFC are better investment option according to mystudy. 

 

 
 So according to my consideration on these selected funds, Sundaram Mid Cap Growth 

most focused fund is one of the better option for investors who are making their 

investment in mutualfunds. 



 

 
 

CONCLUSION 
 

Equity Diversified Mutual funds are popular investment avenue among investors, as they are 

easy to invest in and give higher returns. At the same time, portfolio diversification techniques as 

well as availability of the options make them a viable investment instrument. The Performance 

of Sundaram Mid Cap Growth is better when compared to other funds in terms of Annual return 

in the years 2015, 2016 and 2018, and HDFC Equity growth fund is better when compared to 

other funds in terms of return in the years 2017 and2019. 
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CHAPTER I 

   INTRODUCTION 

 

 

 

 

 

 

 



1 
 

1.1 Introduction: 

Human resource management (HRM) is concerned with human beings, who are the 

energetic elements of management. The source of any organization or any enterprise will depend 

upon the ability, strength and motivation of persons working in it. The human resource 

management refers to the systematic approach to the problem in any organization. It is concerned 

with the recruitment, selection, training and development of personnel. 

“Performance appraisal is the process of evaluating the performance of employees, sharing that 

information with them and searching for ways to improve their performance”.  

The process of  human resource development helps the employees to develop technical, 

managerial and behavioral knowledge. Skills and abilities and morals the values, beliefs and 

attitude necessary to perform present and future goals. The process of performance appraisal 

helps the employee and management to know the level of employees performance compare to 

the standard levels. It is the continuous process in an organization like seasons. 

Performance appraisal is essential to understand and improve the employee’s 

performance through HRD. In fact performance appraisal is the basis for HRD.  Performance 

appraisal useful to decide upon employee. 

1. Promotion  

2. Transfer  

3. Salary determination and the like. 

Outcomes of an effective performance appraisal process:  

 Employees’ learning about themselves, knowledge about how they are doing, learning about 

‘what management values. 

 Improvement in the accuracy of employee performance and establishing relationship between 

performance on tasks and a clear potential for reward.  

 Feedback to improve performance, reduced employee turnover, increased motivation. 

 Existence of feelings of equity among employees, linkage between performance and rewards. 

http://synergita.com/product-overview/overview/feedback.html
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Advantages of Performance Appraisals 

1. Improves Performance: Performance appraisals major focus on improving employees 

performance as it analyses and evaluates the opportunity factors like social process and 

technology. 

2. Employee Development: Performance appraisal helps determine who is in need of more 

training as it gives information regarding the strengths and potentials as well as weaknesses of 

the employees. 

3. Corrects Deficiencies: Performance appraisal detects employee deficiency and suggests on 

corrective measures to be taken. 

4. Career Growth: Appraisal serves as a tool for the employees’ career planning and 

development as it assists in preparing each employee’s SWOT analysis. 

5. Promotion: Appraisals help the management determine which employee is to be promoted, 

transferred or rewarded. 

6. Motivation: Appraisals motivate employees to work harder. 

Disadvantages of Performance Appraisal 

1. Prone to Biasness: Some raters may rate one depending on the general impression one gives. 

For instance, one might be rated high on all criteria even though he/she just performed well in a 

single area. The rater’s biases and prejudices also affect the process. These cases are seen when a 

one gets underrated because of sex, religion, favoritism, appearance, and race. 

2. Contrast Error: Performance appraisal is always based specific standards, however, when one 

gets rated without taking the standards into account a contrast error occurs. This also can occur if 

the rater looks at an employee’s current performance based on the past performance. 

3. Severity Or Leniency: Appraisals demand that an evaluator should objectively draw a 

conclusion regarding an employee’s performance. 

6. Sampling Error: This occurs when a rater uses a small portion of an employee’s work to draw 

a conclusion. 

5. Regency And Primary Errors: Employee behavior at the start of the appraisal period and at the 

end can affect the process a time. For instance, a salesperson’s performance varies with season, 

at times it can be low and a time high. 
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1.2 Need for the study: 

People need competencies to perform task. The number of job is constantly changing due 

to changes in environment, technology, organizational goals and strategies. It has become a 

challenging and cooperative sector to copy up with growing competition due to on slot of 

globalization. In order to survive in this competitive era, the organization has to focus improving 

its performance regarding employees also. 
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1.3 Scope of the study: 

The scope of the study is to give an insight view of various aspects related to the performance 

appraisal system in South Central Railway, Vijayawada and such as the factors which influencing 

the attitude and behaviour of employees towards the organization. The present study covers 

security level employees at South Central Railway, Vijayawada. The present study focuses on 

type, effectiveness and employee attitude of appraisal system. It helps the management to plan 

future development and growth at South Central Railway, Vijayawada.  
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1.4 Objectives of the study: 

 To Know  the present appraisal system at South Central Railway, Vijayawada. 

 To identify the factors influencing an employee’s performance at South Central Railway, 

Vijayawada.  

 To identify strengths in the performance appraisal system followed by South Central Railway, 

Vijayawada. 

 To provide suggestions to improve the performance appraisal effectiveness at  South Central 

Railway, Vijayawada. 
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1.5 Research Methodology 

Research methodology is the specific procedures or techniques used to identify, select, process, 

and analyze information about a topic. 

Methods of data collection: 

Data collection is a elaborate process in which the researcher makes a planned search for all 

relevant data and is the foundation of all researches.  

       The task of data collection begins after a research problem has been defined and research 

plan is checked out. While deciding about the method of data collection to be used for the study 

of researcher should keep in mind two types of data. They are: 

 Primary data 

 Secondary data 

Primary data: 

The data that is being collected for the first time or particularly fulfil the objective of the project 

is known as “primary data”. Primary data is the refresh data. This has been collected from 

various sources. The sources adopted to get data is questionnaire and through observation.  

Questionnaire is designed in such way that every employee can understand. It consists of 20 

questions, which are sample and close and open end questions.  

Secondary data: 

Secondary data refers to data that is collected by someone other than the user. Common sources 

of secondary data for social science include censuses, information collected by government 

departments, organizational records and data that was originally collected for other research 

purposes. 

For the present study, secondary data is collected from published reports, unpublished reports, 

annual reports, unpublished manuals and materials etc.  

Sampling: A sample size of 103 is chosen using simple random sampling method. 
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1.6 Limitations of the study: 

The present study has few limitations which are mentioned below: 

1. The lack of availability of information. 

2. The collected one does not give the complete information. 

3. As time period is 45 days, it is very difficult to get a clear picture. 

4. Some of the employees not co-operate in filling of questionnaire. 
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Indian Railways: 

Railways were first introduced to India in 1853. By 1947, the year of India's independence, there 

were forty-two rail systems. In 1951 the systems were nationalized as one unit, becoming one of 

the largest networks in the world. IR operates both long distance and suburban rail systems on a 

multi-gauge network of broad, meter and narrow gauges. It also owns locomotive and coach 

production facilities. 

 The introduction of Railways in our country has taken place at the juncture when the 

transportation system in our country was primitive with the introduction of Railways the 

transportation system and it changed a lot. It was in 16th April, 1953. When the first train was 

steamed of from Bombay to Thana. A stretch of 34 Kms. At present it is having a route length of 

62.915 Kms. Indian Railways is not only the biggest public sector undertaking in the country but 

also the biggest utility concern. "Indian Railway" is largest in Asia and fourth in the world. 

 Since its introduction the "Indian Railway" is still continuing to be the 

predominant in Transportation. In the initial stages the administrative control of Railways in 

India was in the hands of the public works departments. But in 1903, the Robertson committee 

recommended for separate board for the Railways. This Board come into begin in February 1905 

with authority to manage the Railways of India on the basis of Commercial principles. 

 The Board was initially in the hands of Ministry of Commerce and Industry but 

was late transferred to Ministry of Transport and communications. After Independence, the 

Railways are under the direct control of the Ministry of Railways assisted by the Railway Board 

in the matter of policy and decision making. For administrative convenience the Railways, Board 

re divided in 16 zones. Every zone is headed by a "General Manager" the zones the further 

divided in to different divisions and various departments for the better management. 

 

Vision: 

To be a leading organization in the field of development, redevelopment, operation and 

maintenance of railway stations with passenger amenities of international standards. 

Mission: 

http://en.wikipedia.org/wiki/Independence_of_India
http://en.wikipedia.org/wiki/Dual_gauge
http://en.wikipedia.org/wiki/Indian_gauge
http://en.wikipedia.org/wiki/Metre_gauge
http://en.wikipedia.org/wiki/Locomotive
http://en.wikipedia.org/wiki/Coach_%28rail%29
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To develop self-sustainable railway stations in the country with high standards of safety, 

comfort, user friendly passenger amenities, value added services and efficiency by adopting the 

best technological practices, sound financial strategy an optimum utilization of resources. 

The Indian Railways is the principal mode of transport in our country. In 150 years of its 

existences it has successfully adopted to the charging need of Transportation of goods and 

passengers in the country. Every year Indian Railway carries over 11 million passengers per day 

and lifted more than a million tones of freight traffic daily on network spread over 62,915 route 

Kms covering 7,068 stations. 

The railways networks consists of Board gauge and Narrow gauges totaling a length of 1,08,336 

track Kms. Gauge wise breakup on 31st March, 2006 and zones and their respective head 

quarters, jurisdiction of Divisions are shown in table 1 and table 2. 

Table – 1 

Particulars of gauge wise length of Railways lines in India.     

In additional zonal railways cited above the following production units and projects are 

functioning directly under the control of Railway Board. 

 

Integral Coach Factory                 - Chennai 

Chittaranjan Loco Motive Works     -     Chittaranjan 

Diesel Locomotive Works       - Varanasi 

Rail Wheel Factory        - Bangalore 

Railway Coach Factory                  - Kapurthala 

Diesel Loco Modernization Works        - Patiala 
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Table 2:  

Erode Diesel Sheds, Golden Rock (Work Shop), Krishnarajpuram (Bangalore) 

 Electrical Shed  : Arakonam 

 South Central Railway : Kazipet, Guntakal, Moula-Ali 

 Electrical Shed  : Vijayawada, Lalaguda 

 Manufacturing units for diesel locomotives at Varanasi (Diesel Locomotive Workshop) 

for Electrical (ChittaranjanB7 Locomotives Workshop) and ICF for coaches (Integral Coach 

Factory), Kapurthala coaches manufacturing Railway Wheel factory at Bangalore. 

Railway Administration: 

The Ministry of Railway functions under the guidance of the minister of Railways, assisted by 

the Minister of State for Railways. The day-to-day affairs and formulation of policy are managed 

by the Railway Board comprising of a Chairman, five other function members and a financial 

commissioner. The chairman of the Railway Board is the ex-officio Principal Secretary and each 

of the other fine functional members are the ex-officio Secretaries to the Government of India. 

Indian Railways:  Indian Railways have continuously influence the social, economic, 

cultural and political life of the people.  Some of the important aspects of this influence are 

increased mobility of the common man, bringing together people from all castes, communities 

and religions, growth trade and commerce development of industries, equalizing price line, 

urbanization, employment generation, rural development, help in spread of education, 

contribution to national exchequer, influence on literature, poetry, music files etc., Thus, 

Railways have become Nation's life line. 
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The Biggest Organization: 

Indian Railways are the biggest organization our country with 14.12 lakes of employees, 63,332 

route kilometers traversing from Okha to Murkong Selekand Udhampur to Kanyakumari, 6,974 

Railway stations, a fletch of 8,025 locomotives, 50,080 passenger and other coaches.  2, 07,176 

goods wagons, carrying 5,725 million originating passenger traffic and 682.4 million metric 

tones of originating goods traffic. If has a total investment of 1,12,180.41 crore rupees. 

Brief History: 

The first train in the world was run between Stockton and Darlington in England in 1825. In 

1844, R.M. Stephenson submitted a proposal to East India Company to start the Railway system 

in India and it was accepted. The first contract was given to East Indian Railway Company in 

1849. Later, great Indian peninsular Railway Company and other companies were given similar 

contracts in different parts of India.  The first train ran on 16th April 1853 from Porbunder to 

Thane followed by the second from Howrah to Hooghly on 15th August 1854. 

 

The development in Railways in India has passed through various phases which are broadly as 

under: 

1. Guarantee system      -       1894 - 1869 

2. State construction     -        1869 – 1882 

3. Modified Guarantee   -       1882 – 1924 

4. Nationalization            -       1924 – 1948 

5. Integration and          

 Regrouping          -       1948 – 1951 

6. Era of planning           -       1951 – onwards 
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Railway  Management: 

Initially, the Board of Directors in England had an agent in India for supervision and control over 

the companies. The Government appointed advisory engineers and auditors.  In 1855, Railways 

were placed under Public Works Department. A railway branch was organized under PWD in 

1869 and a State Railway Directorate in 1874.  Ultimately, the Railway Board was organized in 

1905. The separate Ministry of Railways was formed after independence. 

Railway Board: 

Railway Board is the apex executive body which administers, directs ad supervised the 

functioning of the Railway system. The Board functions under the Minister for Railways and is 

headed by the Chairman, who is equivalent to Principal Secretary to Government of India. 

The other members are  

(1) Financial Commissioner, 

 (2) Member Staff,  

(3) Member Traffic, 

(4) Member Mechanical,  

(5) Member Engineering and 

(6) Member Electrical.  

The Board has several directorates.  Major directorates are headed by an Advisor. Health 

Services and RPF directorates have Director Generals. They are assisted by Executive Directors, 

Directors, Joint Directors etc., 



13 
 

A. Board's Attached and Subordinate Offices etc. 

(1) Research Design and Standards Organization on, Luck now 

 Note: w.e.f.01.01.'03, RDSO has been declared to be a Zonal Railway with headquarters 

at Luck now. 

(2) Railway Liaison Officer with the Directorate General of Supplies and Disposals. 

Subordinate Offices: 

(1) Railway Recruitment Boards  at Ahmadabad, Ajmer, Allahabad, Bangalore, Bhopal, 

Bhubaneswar, Mumbai, Calcutta, Chandigarh, Guwahati, Gorakhpur, Jammu & Kashmir, 

Chennai, Malda, Muzaffarpur, Patna, Ranchi, Secunderabad and Thiruvanthapuram. 

(2)Centralized Training Institutions: 

Railway Staff College, Vadodara, Indian Institute of Civil Engineering, Pune, Indian Railways 

Institute of Signal Engineering and Telecommunications, Secunderabad, Indian Railways 

Institute of Mechanical& Electrical Engineering, Jabalpur, Indian Railways Institute of Electrical 

Engineering, Nasik, Indian Railway Institute of Transport Management, Luck now. 

(3)Product units: 

 Chittaranjan Locomotive Works, Chittaranjan, 

 Integral Coach Factory, Paramour, Chennai, 

 Diesel Locomotive Works, Varanasi, 

 Rail Wheel Plant, Bangalore, 

 Diesel Component Works, Patiala, 
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Commissions, Tribunals etc.,(Not under the Ministry) commissioner for Railway safety with 

offices at lucknow ,Calcutta ,Bangalore and Mumbai; Railway Rates Tribunal, Chennai, Railway 

claims Tribunals, Railway Audit Organisation and other Commissions etc., organizes from time 

to time. 

 Undertakings under the Ministry: 

 Rail India Technical and Economic Services Ltd., (RITES); 

 Indian Railway Construction Company Ltd.,(IRCON); 

 Indian Railway Financial Corporation; 

 Indian Container Corporation Ltd., 

 Kankan Railway Corporation (KRC); 

 Centre for Railway Information Systems (CRIS); 

 Indian Railway Catering and Tourism Corporation Ltd.,(IRCTC); 

 Rail Tel Corporation of India, 

 Rail Tel VikasNigam Ltd.,(RVNL); 

 Pipavav Railway Corporation Ltd.,(PRCL); 

South Central Railways: 

It was created on 2 October 1966 as the ninth zone of Indian Railways.[1]The six divisions 

of this railway have a total 5,752 route kilometers’ of track. Current General Manager of S.C. 

Railway is Mr. G.N.ASTHANA, an officer of IRSME. From the days of steam-hauled 

locomotives and wooden plank seats, South Central Railway has come a long way, modernizing 

http://en.wikipedia.org/wiki/IRSME
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its system with the state of the art high-powered Diesel and Electric Locomotives, high speed 

telescopic Passenger Coaches, and higher axle load wagons, higher capacity track in all 

important routes, LED based multiple aspect colour light signalling with panel interlocking & 

solid state interlocking, and digital microwave and optic fibre cable communication system, 

ISDN exchanges etc. Over the years, South Central Railway has attained sufficient transportation 

output with adequate infrastructure development and technological upgrading to serve the 

regions in its jurisdiction. Safe operation of trains, expansion of network, modern passenger 

amenities, punctuality of trains, courteous service and cleanliness in stations and trains remain 

always the thrust areas of this Railway. Being a service oriented organization, South Central 

Railway provided Computerized Passenger Reservation System at 85 Stations/locations covering 

96% of the berths available.  

In the arena of information dissemination to the rail customers, it has provided "139" 

Interactive Voice Response System (IVRS) for Reservation and train enquiry, National Train 

Enquiry System (NTES) for real-time information on movement of trains, Passenger Operated 

Enquiry Terminals (POET) with information on availability of accommodation and confirmation 

and Close Circuit Television (CCTV) for real time reservation availability status at all important 

stations in its system. 

For mass movement of freight, S.C. Railway has introduced high horse powered diesel and 

electric locomotives and high speed, higher axle load Box-N-Wagons. 

 

In 2008 South Central Railways also had the privilege to be the first one to implement 

wireless MU Coupler system supplied by Ms Lotus Wireless Technologies, permitting Longer 

freight train delivering higher capacity. The system was first implemented in Diesel Locomotive 

in 2008 followed by installation on Electric Locomotive in 2011 at Electric Loco Shed, Kazipet. 

The Trains equipped with these systems are in use at Badrachalam region in the South Central 

Railways. South Central Railway plays a pivotal role as a catalyst for agricultural and industrial 

development in the Southern peninsula apart from fostering the growth of trade and commerce 

including import/export through ports by connecting sea ports with their hinder land and inland 

container depots. Its reliable and comfortable passenger services for long and short distance 

travel by introducing many super fast and intercity trains helps transform the society by catering 

http://en.wikipedia.org/wiki/Diesel_locomotive
http://en.wikipedia.org/wiki/Electric_locomotive
http://www.lotuswireless.com/
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to their personal, business, educational and tourism purposes. Jurisdictional adjustments were 

made in October 1977 by merging Guntakal Division of the Southern Railway with South 

Central Railway and transferring Sholapur Division back to Central Railway. Secunderabad 

Division was split in February 1978 into two Divisions Secunderabad and Hyderabad to facilitate 

effective operational and administrative control. On 1 April 2003, the newly formedGuntur 

divisionand Nanded Division of South Central Railway became operational and Hugli Division 

was transferred to the newly formed South Western Railway. Presently, the South Central 

Railway has six divisions, namely Secunderabad, Hyderabad,Vijayawada,Guntur, Guntakal and 

Nanded with 5752 Route km of which 1604 Rkm are electrified. Vijayawada is the second 

largest railway junction in India and the most important station of the Indian Railway.  

Vijayawada is heart of south central railways it is more important than Secunderabad 

earning more income than rest of the other 

  South Central Railway provided Computerized Passenger Reservation System at 

85Stations/locations covering 96% of the berths available. In the arena of information 

dissemination to the rail customers, it has provided Inter-active Voice Response System (IVRS) 

for Reservation and train enquiry, National Train Enquiry System (NTES) for real time 

information on movement of trains, Passenger Operated Enquiry Terminals (POET) with 

information on availability of accommodation and confirmation and Close Circuit Television 

(CCTV) for real time reservation availability status at all important stations in its system.  

Introduction of Vijayawada division 

Vijayawada Division is located on the Howrah – Chennai and New Delhi – Chennai trunk route. 

 It came into existence in the year 1956 as a part of Southern Railway. It was amalgamated in 

South Central Railway with effect from 2nd October, 1966.Some portion of it was carved out for 

creation of Guntur Division with effect from 1st April 2003.Vijayawada Division forms a very 

vital Railway link on the Indian Railway System as ‘Gateway’ to the South. Presently this 

division runs through seven revenue districts viz., Visakhapatnam, East Godavari, West 

Godavari, Krishna, Guntur, Prakasam and Nellore renamed as Sri Potti Sriramulu Nellore 

Dist.The eastern half of the districts adjoining the coast of Bay of Bengal is fed by important 

perennial rivers like the Pennar (near Nellore), the Krishna (near Vijayawada) and the Godavari 

http://en.wikipedia.org/wiki/Guntur_division
http://en.wikipedia.org/wiki/Guntur_division
http://en.wikipedia.org/wiki/South_Western_Railway
http://en.wikipedia.org/wiki/Vijayawada
http://en.wikipedia.org/wiki/Guntur
http://en.wikipedia.org/wiki/Railway_electrification_system
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(near Rajahmundry). Vijayawada Railway station is one of the busiest Railway junctions 

in India. 

VIJAYAWADA DIVISION S&T ORGANIZATIONAL STRUCTURE 

    

                                                                                                              

Some of the recent key achievements are: 

 First semi-high speed train, The Gateman Express between Delhi’s Hazrat Nizamuddin station 

and Agra Cantonment, was launched on April 5, 2016. This is the fastest train in India, running 

at up to 160 km/h to give a journey time of 1 hour 40 min on the 188 km route. 

 Mumbai-Ahmadabad high speed rail project has been sanctioned at a total cost INR 97,636 

crore. 

 Biggest ‘Make in India’ initiative with JV agreements worth INR 40,000 crores signed between 

Ministry of Railways and M/S Alstom Manufacturing India for setting up an Electric locomotive 

factory at Madhepura, and with GE Global Sourcing India Pvt. Ltd for setting up a Diesel 

locomotive factory in Marhowra for rolling stock manufacturing (November 2015). 

 2828 km of Broad Gauge lines commissioned in FY 2015-16 which is highest ever & 1983 km 

of Broad Gauge lines in FY 2014-15 against an average of 1528 km during 2009-14. 

 During 2014-16, 3105 RKM have been electrified, which is an average of 1552.5 RKM/annum 

as against 1236 RKM/annum during 2009-14. 
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 1,098 RKM Optical Fibre Cables (OFC) have been laid in FY15-16. The total OFC network 

commissioned by Indian Railways is 48,818 RKM OFC enabling high speed communication 

network over Indian Railways. 
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Introduction: 

South Central Railway was formed on 2nd October, 1966 as the 9th zone of the Indian Railways. 

In its forty plus years of committed service and path breaking progress, South Central Railway 

has grown to a modern system of mass transportation fulfilling the aspirations of the 

passengers/customers and carved a niche for itself in Indian Railways.  It is reliable and 

comfortable Passenger Services for long and short distance travel by way introducing many 

super fast and intercity trains helps transform the society by catering to their personal, business, 

educational and tourism purposes. 

Divisions of Southern Railway and Sholapur and Secunderabad Divisions of Central Railway 

were carved out and merged into a new Zone. Subsequently, Guntakal Division of Southern 

Railway was merged with South Central Railway on 02-10-1977 and Sholapur Division was 

remerged with Central Railway. Secunderabad Division was split into two Divisions viz. 

Secunderabad and Hyderabad on 17-02-1978. Following reorganization of zones and Divisions 

with effect from 01-04-2003, two new Divisions viz., Guntur and Nanded were operationalised 

duly transferring Hubli Division to newly formed South Western Railway. 

Jurisdiction: 

The zone is spread over the states of  Telangana , Maharashtra, Andhra Pradesh, Karnataka and 

parts of Madhya Pradesh. It has three divisions after the re-organization of the zone:  

1. Hyderabad 

2. Secunderabad 

3. Nanded 

Presently S.C. Railway has 6 Divisions, viz, Secunderabad, Hyderabad, Vijayawada, Guntakal, 

Guntur and Nanded. South Central Railway predominantly serves the state of Andhra Pradesh 

and Maharashtra and to a limited extent, portions of Karnataka, Tamilnadu &amp; Madhya 

Pradesh states. 
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Vijayawada Division: 

The Vijayawada Junction is the busiest station of SOUTH CENTRAL RAILWAY. Since its 

inception, SC Railway laid 342.805 Rkm of new lines, converted 2676.19 Rkm from MG to BG 

and carried out a doubling of track on 1272.453 Rkm, constructed many major river bridges 

including the engineering marvels Viz., II Godavari Bridge and III Godavari Bridges at 

Rajahmundry. 

 Towards customer satisfaction, it had established the Computerized Passenger Reservation 

Systems at 85 Stations/locations and offer reservations for any train from any station in the 

Country. For gaining efficiency in freight operations, SCR established Freight Operations 

Information System (FOIS) in its jurisdiction and has already introduced Rack Management 

Systems at 23 Stations and Terminal Management System at 31 stations. 

      It’s Passenger and Freight performance has met with stupendous leaps forward. The freight 

loading which was only 9.00 million tons in the year of its inception, 1966, has seen a quantum 

jump and touched 44.79 Million tons in the financial year 2003-2004. Passenger transport too 

has met with tremendous growth touching 195.65 millions in the year 2003-2004 as against 50 

millions in the year of inception and the gross earning from Rs. 58.00 Cr. To 3683.00 Cr in the 

fiscal year 2003-2004. 

Ministry of Railways Schemes: 

Avataran: 

Avataran is an umbrella program consists of 7 missions 

 Mission 25 Tone – It aims to increase revenue by augmenting carrying capacity. 

 Mission Zero Accident – It comprises of two sub missions such as Elimination of unmanned level 

crossings on broad Gauge in the next 3-4 years and Equipping 100% of the High Density 

Network with Train Collision Avoidance System (TCAS). 

 Mission PACE (Procurement and Consumption Efficiency) – It aims to 

          improve procurement and consumption practices to improve the quality of  goods and 

services. 
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 Mission Raftaar – It targets doubling of average speeds of freights trains  and increasing the 

average speed of superfast mail/express trains by 25 kmph in the next years.  

 Mission Hundred – Under this mission, at least a hundred sidings will be commissioned in the 

next 2 years. Siding refers to low-speed track section / track branch distinct from a running line. 

 Mission beyond book-keeping – It will establish an accounting system where outcomes can be 

tracked to 

 Mission Capacity Utilisation – It proposes to prepare a blueprint for making full use of the huge 

new capacity that will be created through two Dedicated Freight Corridors between Delhi-

Mumbai and Delhi- Kolkata scheduled to be commissioned by 2019. 

Vikalp: 

The Alternate Train Accommodation Scheme (VIKALP) scheme aims to facilitate waitlisted 

passengers to get an alternative train accommodation within 12 hours of the original train. 

 The waitlisted passengers will get confirmed accommodation in next 

alternative train if they opt for it while booking. 

 No extra charges will be paid by the passenger to avail this scheme. 

Clone train services: 

 The proposed service will run‘ on high-demand routes within an hour of a scheduled train‘s 

departure to accommodate those on its waiting list. 

 The idea is to ensure that they reach their destination around the same time they had originally 

envisaged 

Infrastructure 

 Workshops 

 Sheds 

 Depots 

 Training Institutes 

 Healthcare 

Projects 

 Electric loco shed, Guntakal  

 Midlife Coach factory, Kurnool  

 Periodic Wagon overhauling workshop, Kazipet  



22 
 

 Bogie Components Manufacturing unit, Thottambedu 

Railway Protection Force: 

The Railway Protection Force has emerged from a turmoil of systems; there being as many 

forms of its existence and as many modes of functioning as there were railway Companies in 

British India for imparting the set-up a uniformity of working, the RPF Rules were enacted in 

1959 and RPF Regulations published in 1966. In the same year, some limited powers to 

apprehend and prosecute offenders involved in railway property were conferred on the Force by 

enacting the railway Property (Unlawful Possession) Act, 1966. Primarily RPF has been 

entrusted with responsibility of the safety of Railway property. But, while the provisions of RPF 

Act were soon found wanting for the maintenance of an effective and disciplined Force, the RPF 

Rules and Regulations too were found judicially unsound. The RPF Act, 1957 was accordingly 

modified by Parliament vide Act No.60 of 1985 on 20 September 1985 for the constitution and 

maintenance of the Force as an armed force of the Union. 

The Committee recommended that since policing on the railways is the constitutional 

responsibility of the State Governments, certain matters relating to the security of railway 

passengers could be segregated from the policing functions and be given to the Railway 

Protection Force. The Committee also recommended that the Railway Protection Force may be 

given the following additional duties relating to security of passengers. 

The Railway Ministry accepted the above recommendations of the Committee. 

Accordingly, RPF by an amendment of the Railways Act/RPF Act has been empowered to deal 

with the offences, which directly relate to the functioning of the Railways, as the Police, being 

preoccupied with the law and order duties, have little time for these minor offences. It was 

against this backdrop that the RPF Act and The Railways Act have been amended.  

1. Escorting of passenger trains in vulnerable areas. 

2. Providing access control, regulation and general security on the platforms, in passenger areas and 

circulating areas. 

3. Further, it was felt that for effectively dealing with the cases under the Railways Act, the Railway 

Protection Force should be empowered to enquire and to launch prosecution against the persons 
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committing offences under the Railways Act and accordingly the Railway Act has been amended to 

empower RPF to investigate and prosecute in offences covered under the Act. 

4. Railway Protection Force will be legally enabled to provide protection and safeguard to the 

passenger and his luggage, which will ensure better Passenger Facilitation. 

5. Access control to stations can be regulated in a more effective way and general security on the 

platforms in passenger area and circulation area will get reinforced 

6. Empowerment under The Railways Act will ensure more smooth train operations since many 

sections of The Railways Act aim at hassle-free train operations. 

7. Entrusting of new responsibilities to RPF would mean optimum utilization of human resources. 

8. Railway Protection Force will be able to take steps for prevention of any cognizable offence against the 

passengers and will also be legally empowered to apprehend any person who is involved in such 

offences. 

With the introduction of amendment in RPF and Railways Act, RPF has been vested with the 

powers to investigate in Railways Act cases. RPF has accepted the challenge and 1286 important 

passenger trains have been provided with RPF escorts over Indian Railways. 

 Particulars of Organization Function and Duties: 

Railway Protection Force is constituted and maintained by the Central Government as an 

Armed Force of the Union for the better protection and security of Railway property. This Force 

is constituted as per Section - 3 of RPF Act, 1957 (Amended 1985 & 2003). 

Organizational set up of zonal railway: 

1. For the purposes of the act, a unit of the force shall be distributed over each zonal railway 

including railway establishments and other railway areas served by that zonal railway.  

2. The head of the Security Department in each zonal railway shall be a Chief Security 

Commissioner and the entire unit of the Force posted on that Railway (including railway 

establishments located on that railway) shall be under his command, supervision and 

administration.  

3. A Chief Security Commissioner shall be assisted at his headquarters (hereinafter referred to as 

the Security Commissioner) by such number of Superior officers and enrolled members of the 
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Force as may be appointed from time to time to look after the work of administration including 

personnel matters, crime and special intelligence, fire, prosecution, stores, reserve companies, 

training and claims prevention. 

 

Zonal Organizational Set up of Railway: 

1. The head of the Security Department in each zonal railway shall be a Chief Security 

Commissioner and the entire unit of the Force posted on that Railway (including railway 

establishments located on that railway) shall be under his command, supervision and 

administration.  

2. The head of the Security Department in each zonal railway shall be a Chief Security 

Commissioner and the entire unit of the Force posted on that Railway (including railway 

establishments located on that railway) shall be under his command, supervision and 

administration. A Chief Security Commissioner shall be assisted at his headquarters (hereinafter 

referred to as the Security Commissioner) by such number of Superior officers and enrolled 

members of the Force as may be appointed from time to time to look after the work of 

administration including personnel matters, crime and special intelligence, fire, prosecution, 

stores, reserve companies, training and claims prevention. 

Organizational Set up in the Division: 

1. The Force on each zonal railway shall be further distributed over divisions railway 

establishments.  

2. Each division or railway establishment shall be headed BY A divisional Security 

Commissioner, who shall be assisted by such number of other superior officers and enrolled 

members of the Force as may be appointed from time to time.  

3. For operational purposes, a division may be divided in to sub-divisions each under the charge of 

a superior officer.  

4. A division or sub-division shall consist of one or more static posts and mobile companies 

organized in the manner specified in sub-rules (2) and (3) or rule 17 

5. Each Post or a company shall be under the charge of an officer not below the rank of an 

Inspector who may be assisted by such number of enrolled members of the Force as may be 
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determined from time to time by the Chief Security Commissioner.  

6. A static post or a mobile company may have one or more out-posts or detachments attached to 

it, each headed by an officer not below the rank of sub-Inspector and comprising of such 

number of other enrolled members of the Force as may be determined by the Chief Security 

Commissioner. 

7. A fire station shall be headed by an officer nor below the rank of a sub inspector and consists of 

such number of other enrolled numbers of the force as may be appointed from time to time for 

fire fighting and fire prevention. 

Branches of the Force on a Zonal Railway: 

1 Force deployed on each zonal railway shall consists of the following three branches, 

namely:-  

(a) Executive Brach 

(b) Prosecution Branch, and  

(c) Fire service branch  

2 These branches shall consists of such number of superior officers and other enrolled 

members of the Force as may be determined by the Chief Security Commissioner with 

the approval of the Director-General.  

3 The enrolled members in the respective branches of the Force, who are under the 

administrative control of the Chief Security Commissioner shall from a separate cadre in 

each such branch for the purposes of fixation of seniority.  

4 No enrolled member of the Force shall be eligible for transfer from one branch to another 

except for filling up of vacancies of and below the rank of Assistant Sub-Inspector in the 

Prosecution branch. 
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Performance appraisal system: 

Organization goals can achieved only when people put in their best efforts. How to 

ascertain whether and employees has shown his/her best performance on a given job? The 

answer is performance appraisal. Employee’s assessment is one of the fundamental jobs of 

HRM, but not an easy thought. 

PERFORMANCE APPRAISAL is the key ingredient of performance management. In 

world  group, members, unconsciously , consciously make about others the opinion may be 

about their quality, behaviour, way of working etc. such and opinion becomes basic for 

interpersonal interaction .In the same way, superior from opinion about their subordinates for 

determining many things like four of performance appraisal , performance appraisal in some 

from has in old days also. 

               The process of performance appraisal of performance appraisal is basis for appraisal is 

basic for MRD .performance appraisal indicates the level of desired performance level 

performance level, of actual performance and the gap between these two. This gap should be 

bridge through human Resources Development technique like training, executive development 

etc. 

Why Appraisals Are Important? 

 Set goals  

 Recognize performance  

 Guide progress  

 Identify problems  

 Improve performance  

 Discuss career advancement  

When to do appraisal: 

Informed appraisals are conducted whenever the supervisor or personal managers feel it 

necessary. However, systematic appraisals are conducted on regular basis. 

For eg: For example every six months or annually. 

It generally depends upon the time period to evaluate like once in three months or six months 
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or once in year. The best way to overcome the problem is to provide training to the raters 

Steps of the Performance Appraisal Process 

Business owners must be able to gauge whether or not an employee is meeting performance 

standards. Developing a process that enables managers to appraise performance through 

objective metrics is imperative, so that a manager can define any underlying human resource 

issues versus operational issues. It is possible to customize the process, although there are six 

primary steps in the performance appraisal process. 

1. Establish Performance Standards: 

Performance standards are not arbitrary. These standards are necessary with each job 

position, because the performance standards are used to fulfill the mission and vision of the 

company. Performance standards are established through job descriptions, employee handbooks 

and operational manuals. Standards are subject to adjustment, based on changes in business 

needs. 

Performance standards include everything from attendance to sale goals. Businesses must 

set a company culture of expectation fulfillment that is consistent for everyone. Giving some 

people a pass on meeting standards creates problems with team morale and potential legal issues 

when firing employees. 

2. Employee Communication: 

             Establishing performance standards isn't enough. Business leadership must clearly 

communicate these standards to employees. Even though standards are written and distributed in 

company manuals, there also should be a specific on boarding process that summarizes the 

company's expectations. Regular meetings reviewing the standards and expectations reiterate to 

employees that everybody must meet certain minimum requirements to retain employment or to be 

eligible for raises or promotions. 

 3. Measure Employee Performance: 

Clearly defined standards are easy to measure. Leaders track and regularly review how 

employees are performing. Attendance might be reviewed weekly when the schedules are made, 

whereas sales goals might get reviewed monthly. Business leaders need to determine how often 

different performance standards are reviewed, based on how it affects business achievement. For 
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example, if a florist has a production line and one person does not keep up with the daily flower 

arrangement quotas, a manager needs to review that employee's performance sooner rather than 

later, before it negatively affects sales or morale among the others on the team, who must absorb 

the negligent employee's workload. 

4. Compare to all Employee Metrics: 

Employers usually set performance standards, based on experience and industry data. 

Every business and its employees are unique. However, comparing one employee against all 

others who perform the same tasks gives an employer an idea about whether or not the 

underlying issue is the employee or if it's a bigger issue of training or operations obstacles. As 

with the example of the floral production line, one employee who is not keeping up differs 

considerably from the entire team not performing. In the latter situation, a manager must look at 

improved training or must hire more people to keep up with demand. 

5. Employee Feedback: 

Performance appraisals must be reviewed with employees to be effective. Sit down with 

each employee to review the standard expectations and provide feedback about what has been 

done well and what areas need improvement. Make sure all feedback is written in objective 

terms and speak to employees in a professional, positive manner. Use performance review 

meetings to not only give employees feedback but also to gather feedback from employees about 

personal performance, sales goals, professional goals and feedback on company protocol. 

6. Action Plan Development: 

Set an action plan for future performance appraisals. Build bigger goals around areas of 

employee success and provide specific plans of action where improvement is needed. Get 

employees invested in growth by asking them to include personal expectations and goals as part 

of the development plan. Have employees sign the plan, and to accept its contents, including 

agreeing to the action plans. Once signed, make a copy for the employee and make another for 

the human resources file. 

Performance Appraisal Methods: 

Performance Appraisal Methods: Traditional and Modern Methods. 
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Each method of performance appraisal has its strengths and weaknesses may be suitable 

for one organisation and non-suitable for another one. As such, there is no single appraisal 

method accepted and used by all organizations to measure their employees’ performance. 

All the methods of appraisal devised so far have been classified differently by different 

authors. While DeCenzo and Robbins’^ have classified appraisal methods into three categories: 

absolute methods, relative methods and objective methods; Aswathappa has classified these into 

two categories past-oriented and future-oriented. 

Michael R Carrellet. al. have classified all appraisal methods into as many as six 

categories: rating scales, comparative methods, critical incidents, 6ssay, MBO and combination 

methods. Rock and Levis” have classified the methods into two broad categories: narrow 

interpretation and broad interpretation. Beatty and Schneier have categorized various methods of 

appraisal into four groups: comparative methods, absolute methods, goal setting, and direct 

indices. 

A more widely used classification of appraisal methods into two categories, viz., 

traditional methods and modem methods, is given by Strauss and Sayles”. While traditional 

methods lay emphasis on the rating of the individual’s personality traits, such as initiative, 

dependability,  

drive creativity, integrity, intelligence, leadership potential, etc.; the modem methods, on 

the other hand, place more emphasis on the evaluation of work results, i.e., job achievements 

than the personal traits! Modem methods tend to be more objective and worthwhile.  

 

 

Traditional methods  Modern methods  

1. Ranking method  

2. Paired comparison method 

3. Rating  

4. Forced distribution method 

5. Forced choice method 

1. Management by objectives(MBO) 

2. Behaviourally anchored rating scale  

3. Assessment centres 

4. 360-degree appraisal 

5. Cost accounting method 
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6. Checklist method 

7. Critical incident method 

8. Graphic scale method 

9. Essay method 

10. Field review method 

11. Confidential report  

6. Balanced score card 

7. 720-degree appraisal 

Traditional appraisal methods  

1. Ranking method 

 The manager compares an employee to other similar employees, rather than to a standard 

measurement. Predetermined percentages of employees are placed in various performance 

categories, for example, excellent, above average, average, below average, and poor,. The 

employees ranked in the top group usually get the rewards (raise, bonus, promotion), those not at 

the top tend to have the reward withheld, and those at the bottom sometimes get punished. In 

Self-Assessment and Skill Builder 8-1, you are asked to rank the performance of your peers.  

2. Paired comparison method 

 For several traits paired comparisons are made, tabulated and then rank is assigned  to 

each worker  

 No. of comparisons is calculated by the formula: N(N-1)/2  

 This method is not applicable when the group is large. 

3. Rating scale 

Rating Scales Method is commonly used method for assessing the performance of the 

employees and well-known traditional method of performance appraisal of employees. Many 

corporations and companies example in the country India, telecommunications company 

likely airtel and US IT companies like Dell Corporation are using this method for evaluating the 

employees and subsequently take decisions on concerned employee.  

Depending upon the job of employee under this method of appraisal traits like attitude, 

performance, regularity, accountability, dependability, initiative, output, attendance, attitude, co-
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operation and sincerity etc, are rated with scale from 1 to 10. 1 indicates negative feedback and 

10 indicates positive feedback as shown below.  

4. Forced Distribution method 

The system is 17 to 18 years old, and most big organizations started waking up to this 

form of performance appraisal in the late '90s. The bell curve is nothing but a graphical 

representation of the fact that everybody's performance is not the same. Some employees will be 

outstanding, some average, and others at the bottom.  

 Irrespective of whether or not the bell curve is the most appropriate representation of 

performance or human behavior, some believe that it is the most viable option, especially in 

services-driven sectors, which have large workforces.  

In India, big Indian employers including Infosys, Wipro, ICICI Bank and Aditya Birla 

Group evaluate lakhs of employees on the basis of this system. 

The top-ranked employees are considered “high-potential” employees and are often targeted for 

a more rapid career and leadership development programs.  

In contrast, those ranked at the bottom are denied bonuses and pay increases. They may be given 

a probationary period to improve their performance. 

5. Forced Choice Method: 

(1) In the forced choice method the ratter is forced to select statements which are readymade.  

(2) The ratter is asked to indicate which of the phrases is the most and least descriptive of a 

particular worker.  

(3) Favourable qualities earn plus credit and unfavourable ones earn the reverse. 

6. Checklist: 

Checklist contains a list of statements on the basis of which the ratter describes the on job 

performance of the employees  

Example: 

 Is employee regular                                                                        Y/N 

 Is employee respected by subordinate  Is employee helpful          Y/N 

 Does he follow instruction                                                              Y/N 

 Does he keep the equipment in order                                              Y/N 
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7. Critical Incident Technique: 

 Manager prepares lists of statements of very effective and ineffective behaviour of an employee  

 These critical incidents represent the outstanding or poor behaviour of the employees. 

 The manager periodically records critical incidents of employee’s behaviour. 

Example: 

1. June 21 - Sales clerk patiently attended to the customer’s complaint. He  is polite, 

prompt, enthusiastic in solving the customers’ problem  

2. June 21 - The sales assistant stayed 45 minutes beyond his break during  

3. The busiest part of the day. He failed to answer store manager’s call thrice. He is lazy, 

negligent, stubborn and uninterested in work  

Ex: A fire, sudden breakdown, accident 

Workers                                   reaction                                         scale                          

A  informed the supervisorimmediately                       4  

B  Become anxious on loss ofoutput                            3   

C  tried to repair themachine                                         2   

D  Complained for poormaintenance                              1  

 

Limitations of this technique are:  

 Negative incidents may be more noticeable than positive incidents.  

 Results in very close supervision which may not be liked by the employee.  

 The recording of incidents is a chore for the supervisor concerned who may be  too busy or forget 

to do it.  

 

8. Graphic rating scale 

Core traits of employee pertaining to his job are carefully defined like Attitude, 

Knowledge of Work, Managerial Skills, Team Work, Honesty, Regularity, Accountability, 

Interpersonal relationships, Creativity and Discipline etc. These traits are allotted with numerical 
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scale to tabulate the scores gained by appraise (employee) in performance assessment relating to 

his job by appraiser (employer) and sum-up to determine the best performer.   

 

9. Essay appraisal method: 

This traditional form of appraisal, also known as “Free Form method” involves a 

description of the performance of an employee by his superior. The description is an evaluation 

of the performance of any individual based on the facts and often includes examples and 

evidences to support the information. A major drawback of the method is the inseaparability of 

the bias of the evaluator.  

The rater is asked to express the strong as well as weak points of the employee’s 

behavior. While preparing the essay on the employee, the rater considers the following factors:  

The rater considers the employee’s: 

1. Job knowledge and potential 

2. Understanding of company’s programs, policies, objectives etc   

3. Relation with co-workers and supervisors 

4. Attitude and perception  

This method has the following limitations: 

 Highly subjective  

 Supervisor may write biased essay   

 Difficult to find effective writers 

 A busy appraiser may write the essay hurriedly without assessing properly  the actual 

performance of the worker 

 If the appraiser takes a long time it becomes uneconomical from the view point of the 

firm. 

 

10. Field Review Method: 

The appraiser goes to the field and obtains the information about work performance of 

the employee by way of questioning the said individual, his peer group, and his superiors. 
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11. Confidential Report: 

Descriptive report  

 Prepared by the employee’s immediate supervisor  

 The report highlights the strengths and weaknesses of employees  

 Prepared in Government organizations  

 Does not offer any feedback to the employee  

Procedure of confidential report system 

The superiors who appraise their subordinate’s performance, behavior and other key issues will 

be kept in the form of writing on paper, which is called as confidential report.  Confidential 

report should not be sent openly on a paper, it must be kept in a sealed cover to send it to 

decision-making authorities. Only authorized persons are allowed to open the sealed covers 

which consist of confidential reports. 

Key factors assessed in Confidential Report writing 

• Character and conduct of an employee 

• Absenteeism of an employee 

• Knowledge of an employee 

• His nature and quality of work 

• Punctuality of employee 

• Unauthorized absenteeism or leave without permission 

• Behavior of an employee with colleagues, superiors and with public 

• Ability of supervision and controlling  

• His/her integrity and honesty 

• If any complaints against employee 

Modern methods of performance appraisal:  

1. Management by Objectives: 

The concept of ‘Management by Objectives’ (MBO) was given by Peter F. Drucker in 

1954. It can be expressed as a process whereby the employees and the superiors come together to 

identify common goals – the organizational goals as well as individual goals, the standards to be 
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taken as the criteria for measurement of their performance and contribution and deciding the 

course of action to be followed. 

Thus, the essence of MBO is participative goal setting, choosing course of actions and 

decision making. Ideally, when employees themselves have been involved with the goal setting 

and the choosing the course of action to achieve them, they are more committed. 

 Organizational objectives 

 Employee objectives set 

 Progress monitoring 

 Performance evaluated 

 Achievers rewards 

 MBO for next operating period begins 

 Following are it’s characteristics: 

A. The establishment of organizational goals. 

B. The setting of individual objectives in relation to organizational goals. 

C. A periodic review of performance as it relates to organizational goals. Effective goal-

setting and planning by top management. 

D. Organizational commitment. 

E. Mutual goal-setting. 

F. Frequent individual performance reviews. 

G. Some freedom in developing means of achieving objective.  

 

Steps involved in Management by Objectives (MBO): 

1. First step: MBO emphasizes collectively set goals that are tangible, verifiable,and 

measurable  

2. Second step: setting the performance standard for the subordinates  

3. Third step: the actual level of goal attainment is compared with the goals agreed 

upon.  
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4. Final step: involves establishing new goals and possibly new strategies for goals not 

previously achieved.  

2. Behaviorally Anchored Rating Scales:  

Behaviorally Anchored Rating Scales (BARS) is a modern technique which is a 

combination of the graphic rating scale and critical incidents method. It comprises predetermined 

critical areas of job performance or sets of behavioral statements describing important job 

performance qualities as good or bad (like the qualities such as inter-personal relationships, 

adaptability and reliability, job knowledge etc.). 

The typical BARS includes seven or eight performance behaviors each one measured by a seven-

or-nine point scale. These statements are developed from critical incidents. 

In this method, an employee’s actual job behavior is judged against the desired behavior through 

recording and comparing the behavior with BARS. Developing and practicing BARS needs 

expert knowledge. 

3. Assessment Centers:  

Assessment centers are a contribution of German psychologists. The main feature of 

assessment centers is that they process. Assessment Centers consist of many multiples. 

a. Multiple competencies to be evaluated for in a candidate. 

b. Multiple observers to eliminate the subjectivity and increase objectivity involved in the 

process. 

c. Multiple participants: 18 – 21 in case of TMTC (Tata Management Training Centre). 

d. Multiple exercises: Exercises like role plays, case analysis, presentations, group discussions 

etc. 

e. Multiple simulations: These could be creative, crisis or exploitative type of simulations. 

f. Multiple observations: Each observation is observed at least twice. There are five main ways in 

which evaluation is made. A group of participants takes part in a variety of exercises observed by 

a team of trained assessors who evaluate each participant against a number of predetermined, job 

related behaviors. Decisions are then made by pooling. 
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4. 360 -Degree Feedback Appraisal Method:  

360-degree feedback, also known as ‘multi-rater feedback’, is the most comprehensive appraisal 

where the feedback about the employees’ performance comes from all the sources that come in 

contact with the employee on his job. 

These sources include superiors, subordinates, peers, team members, customers, and 

suppliers apart from the employee himself (see Figure 18.10), who can provide feedback on the 

employee’s job performance. 

1. Boss  

2. Team members 

3. Peers 

4. Customers 

5. Staff 

6. self 

Self appraisal gives a chance to the employee to look at his/her strengths and weaknesses, his 

achievements, and judge his own performance (in University of Delhi’s Master’s in International 

Business, faculty member is not only evaluated by the head of department but also by students). 

Subordinates (part of internal customers) evaluation gives an opportunity to rate the 

employee on the parameters like communication and motivating abilities, superior’s ability to 

delegate the work, leadership qualities etc. 

Evaluation by peers can help to find employees’ abilities to work in a team, cooperation and 

sensitivity towards others. Thus an evaluation by one and all is a 360-degree review and the 

feedback is considered to be one of the most credible. Some of the organisations using this 

method include Wipro, Infosys, and Reliance Industries etc. 

 

5. Human Resource Accounting Method:  

Human resources are valuable assets for every organization. Human resource accounting 

method values the relative worth of these assets in the terms of money. In this method the 

valuation of the employees is calculated in terms of cost and contribution to the employers. 
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The cost of employees includes all the expenses incurred on them , viz., their 

compensation, recruitment and selection costs, induction and training costs etc., whereas their 

contribution includes the total value added (in monetary terms). 

The difference between the cost and the contribution will be the performance of the 

employees. Ideally, the contribution of the employees should be greater than the cost incurred on 

them. 

6. Balanced Score Card:  

It was developed by Robert Kaplan and David Norton in 1990s. The purpose of balanced 

scorecard is to evaluate the organizational and employee performance in performance appraisal 

management processes. The conventional approach measures the performance only on a few 

parameters like the action processes, results achieved or the financial measures etc. 

The Balanced scorecard provides a framework of different measures to ensure the 

complete and balanced view of the performance of the employees. Balanced scorecard focuses 

on the measures that drive performance. 

The balanced scorecard has two basic characteristics – a balanced set of measures based 

on four measures (financial – profits, market share, ROI; customer – perspective about 

organization loyalty to firm, acquisition of new customers; internal business measures – 

infrastructure, organizational processes and systems, human resources; and the innovation and 

learning perspective – ability to learn, innovate and improve) and linking these measures to 

employee performance. Senior managers are allocated rewards based on their success at meeting 

or exceeding the performance measures. 

7. 720 degree performance appraisal  

While 360 degree performance appraisal is a well-known performance appraisal system 

practiced in many organizations, recently in the modern management, 720 degree performance 

appraisal system is also gaining popularity. As explained in a recent paper by Anupama et al., " 

720 degree performance appraisal is an integrated method of performance appraisal where, the 

performance of an employee is evaluated from 360 degrees (Management, Colleagues, Self and 

also customers) and timely feedback is given and performance is evaluated again based on the 

targets that are set. Hence, 720 degree performance appraisal can be stated as twice 360 degree 

performance appraisal: once when the appraisal is done and the targets are set and he second 
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where the feedback is given and the boss gives tips to achieve the goals. Hence, there is a pre and 

a post round of feedback." 

Errors in Performance Appraisals: 

In a perfect world, management professionals conducting performance appraisals offer 

employees an accurate assessment of their achievements or shortfalls in relation to job 

performance. Yet, in reality, managers can introduce common errors into the process that skew 

the actual results. When errors are present, a performance appraisal functions less as a helpful 

tool and more as a vehicle for influencing an employee's morale and job performance in a non-

constructive manner. 

1. Scoring Errors: 

Scoring is inaccurate when the manager rates too many performance objectives on one part of 

the rating scale -- high, middle or low -- without basing the ratings on concrete data or 

knowledge. If a manager rates the employee in the middle of the scoring scale -- meets 

expectations -- on 90 percent or more of the objectives, the scoring is probably inaccurate, 

according to information from Western Washington University's performance manual. If more 

than 20 percent of your ratings are at the high end of the scale, you may be rating too easily. If 

more than 20 percent are located at the low end, you may be rating too harshly. Managers can 

avoid inaccurate scoring trends by basing ratings on their knowledge of an employee's actual 

performance gathered through recorded data or personal observations. 

2. Regency: 

Focusing only on recent performance within the evaluation period is a common error in 

performance evaluations. For example, a manager should not consider only an employee's 

performance within the last three months during an annual evaluation. The entire period of 

employee performance must be evaluated or the evaluation risks inaccuracy. 

3. Similarity Errors: 

Managers sometimes rate employees more favorably if the employees consistently perform 

job functions in the same style or by using the same process as they do. Instead, managers should 

focus on the outcome -- whether the employee was able to achieve the desired results in an 

acceptable way. 
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4. Contrast Errors: 

If a manager focuses on a stereotype -- due to race, religion, age or sexual orientation -- when 

rating, a contrast error results. Each employee's performance, not his background, characteristics 

or lifestyle, should be rated. Also, a contrast error can result when two employees with similar 

performances are compared. The error occurs when the manager rates one employee lower than 

the other because the manager likes the other employee better. Giving ratings based on an 

employee's traits or likability, rather than her performance, qualifies as job discrimination, which 

can lead to legal claims and other complications. 

5. Annual vs. Ongoing Reviews: 

Many managers conduct annual reviews instead of investing the time in ongoing reviews. 

Annual reviews must cover 12 months of performance, while ongoing reviews focus on smaller 

blocks of time. A manager conducting an annual review can fail to address problematic issues 

that occurred 10 months prior to the review, which doesn't help the employee understand how to 

improve his performance in those areas. With ongoing reviews, managers can discuss 

performance goals and offer feedback in a timely manner to help improve the employee's 

performance on the fly. 

6. Insufficient Listening: 

Not listening is a characteristic of poor interviewing skills -- one of the 10 most common 

errors of performance appraisals -- according to information on the Belmont University website. 

Not only is the manager's job to deliver feedback to an employee regarding performance, she 

should also listen. Employees have the right to respond to the information presented to them 

during a performance evaluation. They may have questions or concerns about the feedback you 

provide. After listening to an employee's response, you may find he was justified in his actions. 

You also may decide to alter the results of the evaluation. If you dominate the evaluations and 

don't stop and listen to what your employees have to say, the employee may feel undervalued 

and misunderstood. 

7. Negative Approach: 

Sometimes managers begin a performance evaluation with a negative slant. Perhaps the 

employee has failed to apply managerial feedback. Or maybe her performance hasn't been as 
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good as it was in the past. Even though you should address negative issues, don't start the review 

with them. Acting negative from the start can put the employee on the defensive. 

8. Positive Generalizations: 

An employee who is always willing to volunteer for extra work and undesirable tasks may 

make your life easier. However, he may not perform well in some areas of his job. Managers 

who focus on the fact that an employee exceeds expectations in one single area can over 

generalize the true performance of the employee. This happens when a manager rates other areas 

of an employee's performance highly based on one thing the employee does well. 

9. Negative Generalizations: 

Perhaps an employee ignores your advice and completes tasks her own way often with 

poor results. An employee's unprofessional behavior in one area can negatively influence 

unrelated areas during a performance evaluation. The key to success is to evaluate areas of 

performance separately. 
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Table 5.1: Frequency of performance appraisal in your organization. 

 

S. No Opinion No. of respondents Percentage 

1. Monthly 0 0% 

2. Quarterly 0 0% 

3. Yearly 103 100% 

5. Total 103 100% 

 

 

Interpretation: 

From the above graph, it is understand that, everyone in the organisation has responded that 

performance appraisal is conducted once in a year at South Central Railway, Vijayawada. 
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Table 5.2: Who measures the performances. 

S. No. Opinion Respondents Percentage 

1. Superiors 103 100% 

2. Subordinates 0 0% 

3. Clients 0 0% 

4. All 0 0% 

 Total 103 100% 

 

 

Interpretation: 

From the above graph, it is understand that, everyone in the organisation has responded that 

superior measures the performance appraisal at south Central Railway, Vijayawada. 
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Table 5.3: On what basis performance appraisal is implemented in the organization. 

S. No.   Opinion Respondents Percentage 

1. Total output 30 29% 

2. Behavioural efficiency 20 19% 

3. Both 53 52% 

 Total 103 100% 

 

 

 

Interpretation: 

From the above graph, it is understand that, 29% of the employees responded implementation 

of performance appraisal is based on total output and 19% of the employees responded 

implementation is based on behavioral efficiency and 52% of the employees responded 

implementation of performance appraisal is based on both total output and behavioral 

efficiency at South Central Railway, Vijayawada. 
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Table 5.4: Which method of performance appraisal is implemented in the organization. 

S. No. Opinion Respondents Percentage 

1. Traditional methods 83 81% 

2. Modern methods 20 19% 

 Total 103 100% 

 

 

 

Interpretation: 

From the above graph, it is understand that, 81% of the employees responded traditional 

methods of performance appraisal is implemented in South Central Railway, Vijayawada and 

19% of the employees responded modern methods of performance appraisal system is 

implemented in South Central Railway, Vijayawada. 
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Table 5.5: In your opinion performance appraisal is. 

 

S. No. Opinion Respondents Percentage 

1. To evaluate the employees 49 48% 

2. To promote the employees 8 8% 

3. To job satisfaction of employees 26 25% 

4. To motivate the employees 20 19% 

 total 103 100% 

 

 

Interpretation: 

From the above graph, it is understand that, 48% of the employees responded performance 

appraisal is to evaluate the performance of employees and 8% of the employees responded 

performance appraisal is to promote the employees and 25% of the employees responded 

performance appraisal is to job satisfaction of employees and 19% of the employees 

responded performance appraisal is to motivate the employees at South Central Railway, 

Vijayawada. 
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Table 5.6: What is your opinion on the performance appraisal system adopted by the        

management. 

S .No. Opinions No. of respondents Percentage 

1. Excellent 12 11% 

2. Good 26 25% 

3. Average 65 64% 

4. Poor 0 0% 

 total 103 100% 

 

 

 

Interpretation: 

From the above graph, it is understand that, 11% of employees responded that performance 

appraisal is excellent at South Central Railway and 25% of the employees responded that 

performance appraisal is good at South Central Railway and 64% of the employees 

responded that performance appraisal is average in their organization. 
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Table 5.7: Do you feel is there any significant improvement in your performance after the 

appraisal. 

S. No. Opinion Respondents Percentage 

1. Strongly agree 0 0% 

2. Agree 25 24% 

3. Neutral 30 29% 

4. Disagree 48 47% 

 total 103 100% 

 

 

 

 

Interpretation: 

From the above graph, it is understand that,  24% of the employees felt that there is an 

improvement in their performance and 29% of the employees felt that there is no change in 

their performance and 47% of the employees felt that there is an improvement in their 

performance after conducting the performance appraisal at South Central Railway. 

 

 

 

 

 

0%

24%
29%

48%

0%

10%

20%

30%

40%

50%

60%

strongly agree agree neutral disagree

p
er

ce
n

ta
ge

 o
f 

re
sp

o
n

d
en

ts

opinion

Graph 5.7: Importance of 
performance appraisal



49 
 

Table 5.8: What is your opinion about current appraisal. 

S. No Opinion Respondents Percentage 

1. Promotion 7 7% 

2. Salary hikes 15 14% 

3. Rewards 30 29% 

4. Punishments 0 0% 

5. Training and counselling 51 50% 

 Total 103 100% 

 

 

Interpretation: 

From the above graph, it is understand that, 7% of the employees responded present appraisal 

system is for promotions and 14% of the employees responded present appraisal system is for 

salary hikes and 29% of the employees responded present appraisal system is for rewards and 

50% of the employees responded present appraisal system is for training and counselling at 

South Central Railway. 
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Table 5.9: Do you know the parameters used in performance appraisal system. 

S. No. Options Respondents Percentage 

1. always 21 20% 

2. Sometimes 30 29% 

3. Never 52 51% 

 Total 103 100 

 

 

Interpretation: 

From the above graph, it is understand that, 20% of the employees responded always 

communicated about the parameters used in performance appraisal system and 29% of the 

employees responded sometimes communicated about the parameters used in performance 

appraisal system and 51%of the employees responded never communicated about the 

parameters used in the performance appraisal system at South Central Railway. 

 

 

 

 

 

20%

29%

51%

0%

10%

20%

30%

40%

50%

60%

always sometimes never

p
er

ce
n

ta
ge

 o
f 

re
sp

o
n

d
e

n
ts

opinion

Graph 5.9:  Parameters of 
performance appraisal



51 
 

Table5.10: How organization motivate employee performance. 

S. No. Opinion Respondents Percentage 

1. Cash rewards 43 42% 

2. Profit sharing 0 0% 

3. Skill based incentives 24 23% 

4. Fringe benefits 36 35% 

 Total 103 100% 

 

 

 

 

Interpretation: 

From the above graph. it is understand that, 42% of the employees responded motivate 

employee performance with cash rewards and 23%of the employees responded motivate 

employee performance with skill based incentives and 35% of the employees responded 

motivate employee performance with fringe benefits at South Central Railway. 
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Table 5.11: Is performance appraisal is expensive and time consuming. 

S. No. Opinion Respondents Percentage 

1. Yes 30 29% 

2. No 20 19% 

3. Don’t know 53 52% 

 total 103 100% 

 

 

Interpretation: 

From the above graph, it is understand that, 29% of  the employees responded performance 

appraisal is expensive and time consuming and 19% of the employees responded 

performance appraisal is not expensive and not time consuming and 52%of the employees 

responded they don't know at South Central Railway. 
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Table 5.12: Which type of bias found when evaluating the performance appraisal in your 

organization. 

S. No. Opinion Respondents Percentage 

1. Halo effect 21 20% 

2. Central tendency error 31 30% 

3. Recency error 41 40% 

4. Stereotype error 10 10% 

5. No error 0 0% 

 Total 103 100% 

 

 

Interpretation: 

From the above graph, it is understand that, 20% of the employees responded halo effect and 

30% of the employees responded central tendency error and 40% of employees responded 

recency error and 10% of the employees responded stereotype error found when evaluating 

the performances at South Central Railway. 
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Table 5.13: What type of remedial measures to be taken after the appraisal. 

S. No. Opinion Respondents Percentage 

1. Job rotation 14 13% 

2. Training 46 45% 

3. Counselling 33 32% 

4. Any other 10 10% 

 Total 103 100% 

 

 

Interpretation: 

From the above graph, it is understand that, 13%of the employees responded job rotation 

and45% of the employees responded training and 32% of the employees responded 

counselling and10%of the employees responded any other remedial actions to be taken at 

South Central Railway. 
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Table 5.14: Do you think performance appraisal helps to change behaviour of employees. 

S. No. Opinion Respondents Percentage 

1. Yes 94 93% 

2. No 9 7% 

 Total 103 100% 

 

 

 

Interpretation: 

From the above graph, it is understand that, 93% of the employees responded positively about 

present appraisal process at South Central Railway and7%of the employees responded not 

positively about the improvement of performance at South Central Railway. 
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 Table 5.15: In your opinion in which way performance appraisal is helpful to an individual. 

S. No. Opinions Respondents Percentage 

1. For motivation 23 22% 

2. For training 35 34% 

3. For promotion 5 5% 

4. All the above 40 39% 

 Total 103 100% 

 

 

 

Interpretation: 

From the above graph, it is understand that, 22% of the employees responded performance 

appraisal is helpful for motivation and 34% of the employees responded it is helpful for 

training and5% of the employees responded it is helpful for promotion and 39% of the 

employees responded it is helpful for motivation, promotion, and training at South Central 

Railway. 
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Table 5.16: Your satisfaction level on current appraisal system. 

S. No. Opinion Respondents Percentage 

1. Highly satisfied 27 26% 

2. Satisfied 43 42% 

3. Neutral 21 20% 

4. Dissatisfied 12 12% 

 Total 103 100% 

 

 

Interpretation: 

From the above graph, it is understand that, 26% of the employees are highly satisfied and 

42% of the employees are satisfied and 20% of the employees are neutral and 12% of the 

employees are dissatisfied about present appraisal system at South Central Railway. 
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Table 5.17: Does performance appraisal process helpful to raise the organization’s total 

output. 

S. No. Opinion Respondents Percentage 

1. Yes 92 90% 

2. No 11 10% 

 Total 103 100% 

 

 

 

Interpretation: 

From the above graph, it is understand that, 90% of the employees responded positively and 

10%of the employees responded not positively about the improvement of organization's 

output after conducting the performance appraisal system at South Central Railway. 
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 Table 5.18: In your opinion performance appraisal system of your organization is related to 

which of the following. 

S. No. Opinion Respondents Percentage 

1. Retention of employees 14 14% 

2. Recruitment system 23 22% 

3. Organization culture 26 25% 

4. Motivation 40 39% 

 Total 103 100% 

  

 

 

Interpretation: 

From the above graph, it is understand that, 14% of the employees responded performance 

appraisal system is related to retention of employees and 22% of the employees responded 

performance appraisal system is related to recruitment system and 25% of the employees 

responded performance appraisal is related to organization culture and 39% of the employees 

responded performance appraisal is related to motivation of employees at South Central 

Railway. 
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Table 5.19: Do you get any feedback after performance appraisal process done. 

S. No. Opinion Respondents Percentage 

1. Yes 42 41% 

2. No 61 59% 

 Total 103 100% 

 

 

 

Interpretation: 

From the above graph, it is understand that, 41% of the employees responded that they are 

getting feedback after conducting performance appraisal process and 59% of the employees 

responded that they don't get the feedback after performance appraisal process is done at 

South Central Railway, Vijayawada. 
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Findings: 

 The management evaluating the performance of employee by using only traditional 

methods of appraisal system. 

 In the organization, 42%of the respondents felt that performance appraisal is good in their 

point of view. 

 Majority of respondents said that organization is successful in identifying the training 

needs by evaluating employee performance in the organization. 

 After conducting performance appraisal 59% of the respondents don't get the feedback. 

 In South Central Railway, 100% of the employees responded that Performance appraisal 

should be formally appraised at once in a year. 

 After evaluation of performance appraisal, 90% of respondents agrees that performance 

appraisal helps to raise the organizations total output. 

 In South Central Railway, 51% of the employees responded that they don't know about 

the parameters used in performance appraisal process.  

 After conducting the performance appraisal process, 93% of the employees felt that 

performance appraisal helps to change their behaviour. 

 In the organization, 52% of the employees has don't know about performance appraisal is 

expensive and time consuming. 

 In South Central Railway, 52% of the employees responded that performance appraisal is 

implemented on the basis of behavioural efficiency and organization's total output. 
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Suggestions: 

 The whole performance appraisal should be kept more transparent and free from 

bias in the future. 

 Implement more methods of performance appraisal and update the employees 

about the type of method used for performance evaluation. 

 The superior should provide a mechanism to convey their suggestions to 

management. 

 There should be constant counselling by the superior to their subordinates when 

there is any deviation in their performance level. 

 It is suggested to give feedback about the performance of employee after the 

appraisal process so they can take certain measures to improve themselves further. 

 The superior should communicate the parameters used in performance appraisal 

process that helps to improve their performance.  

 It is suggested to communicate performance appraisal is expensive and time 

consuming and also communicate performance appraisal is done on basis of 

behaviour efficiency and organizations total output.  
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Conclusion: 

The performance appraisal plays a very important role in building the career of an 

individual. It helps in building the motivation and confidence levels of the employee. It is 

a scientific and systematic process which enables employees to know his/her actual 

performance when compared with the expected performance which allows them to 

improve in case the performance  didn’t reach the expected performance and in case the 

performance is reaches or more than the expected performance it allows the employees 

perform better and maintain it.   

  I have learnt and understood the difficulty in implementing the performance appraisal in 

organization and explain the performance appraisal process to the employees. Human 

resources department plays important and vital role in building and implementing 

performance appraisal.  
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QUESTIONNAIRE ON STUDY OF PERFORMANCE APPRAISAL 

 NAME: …………                                                                Experience:……… 

 AGE: ……………                                                               Designation:……… 

GENDER: ……… 

: 1. How often performance appraisal is done in your organization?  

a. Monthly                                                                    b. Quarterly 

 c. Yearly                                                                       d. Other 

 2. Who measures the performances? 

 a. Superiors                                                                   b. Subordinates 

 c. Clients                                                                       d. All  

3. On what basis performance appraisal is made? 

 a. Total output                                                               b. Behavioural efficiency                              

c. Both  

4. Which method of performance appraisal is implemented in the organization? 

 a. Traditional methods                                                   b. Modern methods  

5. In your opinion performance appraisal is? 

 a. To evaluate the employees                                         b. To promote the employees 

c. To job satisfaction of employees                                 d. To motivate the employees  

6. what is your opinion on the performance appraisal system adopted by the management? 

 a. Excellent                                                                      b. Good 

 c. Average                                                                        d. Poor  

7. Do you feel is there any significant improvement in your performance after the appraisal?  

a. Strongly agree                                                                b. Agree                                                                   

c. Neutral.                                                                           d. Disagree                                             

e. Strongly disagree  

8. What is your opinion about current appraisal?  

a. Promotion                                                                           b. Salary hikes                                          

c. Rewards                                                                              d. Punishments                                             

e. Training and counselling programs  
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9. Do you know the parameters used in performance appraisal system? 

a. Always                                                                                 b. Sometimes                                                

c. Never  

10. How organization motivate employee performance? 

a. Through cash rewards                                                            b. Profit sharing incentives  

c. Skill based incentives                                                             d. Fringe benefits 

 11. Is performance appraisal is expensive and time consuming? 

 a. Yes                                                                                         b. No                                                        

c. Don’t know  

12. Which of the following error found when your performance evaluating in your 

organization? 

 a. Halo effect                                                                              b. Central tendency error                                  

c. Regency error                                                                          d. Stereotype error                         

e. No error  

13. What type of remedial measures to be taken after the appraisal?  

a. Job rotation                                                                              b. Sent to training programs 

 c. Counselled                                                                               d. Any other  

14. Do you think performance appraisal helps to change behaviour of Employees. 

a. Yes                                                                                            b. No 

 15. In your opinion in which way performance appraisal is helpful to an individual? 

a. For motivation                                                                           b. For training  

c. For promotion                                                                            d. All the above 

 16. Your satisfaction level on current appraisal system 

 a. Highly satisfied                                                                         b. Satisfied                                 

c. Neutral                                                                                        d. Dissatisfied                            

e. Highly dissatisfied  

17. Does performance appraisal process helpful to raise the organization’s total output? 

 a. Yes                                                                                                 b. No 

 18. In your opinion Performance Appraisal system of your organization is related to which of 

the following ? 
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 a. Retention of employees                                                                  b. Recruitment System   

c. Organization culture                                                                        d. Motivation 

19. Do you get any feedback after performance appraisal process is done? 

   a. Yes                                                                                                b. No 
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1  

INTRODUCTION 

 
Finance is a field that deals with the allocation of assets and liabilities over 

time under conditions of certainty and uncertainty. Finance can also be defined as  

the science of money management. A key point in finance is the time value of 

money, which states that purchasing power of one unit of currency can vary over 

time. Finance aims to price assets based on their risk level and their expected rate of 

return. Finance can be broken into three different sub-categories public finance, 

corporate finance and personal finance. 

Financial management refers to the efficient and effective management of 

money (funds) in such a manner as to accomplish the objectives of the organization. 

It is the specialized function directly associated with the top management. The 

significance of this function is not seen in the 'Line' but also in the capacity of 'Staff' 

in overall of a company. It has been defined differently by different experts in the 

field. It includes how to raise the capital, how to allocate it i.e.  capital budgeting. 

Not only about long term budgeting but also how to allocate the short term resources 

like current liabilities. It also deals with the dividend policies of the shareholders. 

The basic financial statements of a firm is the balance sheet and profit and 

loss account or income statement of business. The balance sheet give a summary of 

the assets and liabilities of an undertaking at a particular point of time. It reveals the 

financial status of the company. The profit and loss account reflects the result of 

business operations. For a period of time. The balances gives views of company’s 

resources of a business and use at ascertain point of time. The profit and loss account 

in generally, indicates the resource provided by operations. But there are many 

transactions that take place in an undertaking and which do not reflect directly in 

profit and loss account. 

A cash flow statement a cash flow statement shows, how changes in balance 

sheet accounts and income affect cash and cash equivalents, and breaks 
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the analysis down to operating, investing and financing activities. Essentially, the cash flow 

statement is concerned with the cash flow of cash in and out of the business. The statement 

captures both the current operating results and the accompanying changes in the balance  

sheet. As an analytical tool. The statement of cash flow is useful in determining the short-term 

viability of a company, particularly its ability to pay bills. International accounting standard 7 

[IAS7] is the international accounting standard that deals with cash flow statements 

People and groups interested in cash flow accounting personnel, who need to know 

whether the organization will be able to cover payroll and other immediate expenses; potential 

lenders or creditors, who want a clear picture of a company’s; ability to repay; Potential 

investors; who need to judge whether the company is financially sound; Potential employee or 

contractors, who need to know whether the company will be able to afford compensation and 

Shareholders of the business. 

The basic financial statement of a firm is the balance sheet and profit and loss account 

or income statement of business. The balance sheet gives a summary of the assets and 

liabilities, an undertaking at a particular point of time. It reveals the financial status of a 

company. The profit and loss account reflects the result of business operations for a period of 

time. The balance gives views of company’s resources of a business and use at a certain point 

of time. The profit and loss account in general way indicates the resource provided by 

operations. But they are many transactions that take place in an undertaking and which do not 

reflect directly in profit and loss account. 

Cash flow statement explains cash movement under the following three different 

heads, namely; 

Cash flow from operating activities. 

Cash flow from investing activities. 

Cash flow from financing activities 
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NEED FOR THE STUDY 
 
 

Many business owners disregard the importance of cash flow statements because they 

unwittingly believe that their current financial standing can be construed from other financial 

reports and projections. Unfortunately, however, a cash flow statement is necessary to 

adequately assess the incoming and outgoing flow of cash and other resources in a business. 

Not only will a business owner with a cash flow system be more aware of his or her financial 

standing, but it will also help investors to make educated decisions on future investments. A 

business with regular and reliable cash flow statements shows more economic solvency, and 

is more attractive to investors. 

 

A cash flow statement documents the incoming and outgoing cash in plain terms. 

Future sales and sales made for credit (unless they have been paid off) are not included in the 

cash flow statement, and most of the data will come from core operations. Payables and 

receivables should be expressly defined, as should depreciation of product value and 

inventory that has not yet been moved. 
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SCOPE OF THE STUDY 
 

• The present study is undertaken with an intention it would be  

helpful in recommendation for improvement of cash flows in theft. 

• The study highlights the present scenario of Anantha Lakshmi 

Spinning Mills Pvt Ltd in national market. 

• The study includes various aspects regarding further plans and 

diversification activities of Anantha Lakshmi Spinning Mills Pvt 

Ltd. 

• Thus a good deal of ground is covered in study of cash flows. So as 

to figure out the cash component effect on cash flows. 

• The study covers cash transactions from operating, investing and 

financing activities of Anantha Lakshmi Spinning Mills Pvt Ltd 
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OBJECTIVES OF THE STUDY 
 
 

• To know the cash flow in the operation, investing and financing. 

• To analyze cash position of Anantha Lakshmi spinning mills Pvt 

Ltd 

• To explain causes for changes cash flow in Anantha Lakshmis 

pinning mills Pvt Ltd 

• To offer suggestion for  improvement of financial position of the 

Anantha Lakshmi spinning mills Pvt Ltd 

• To find out liquidity position of cash flow statement in Anantha 

Lakshmi spinning mills Pvt Ltd. 
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METHODOLOGY OF STUDY 
 
 

The following are the main sources of date used for this study which are Collected 

and compiled from published and unpublished sources of the Company data. The published 

sources are as follows. 

1) Management information system published by Anantha Lakshmi 

Spinning Mills Pvt Ltd. 

2) Status Report on Anantha Lakshmi Spinning Mills Pvt Ltd. 

3) Journals, books and other published reports. 
 
 

The present study is mainly based on primary and secondary sources of Data 

collection. The primary data was collected by having conversation with the employees of 

Anantha Lakshmi Spinning Mills Pvt. Ltd. etc. 

 
 
 

The secondary data was collected from the literate available in libraries and research 

studies and annual reports are related to the present study. It includes published and 

unpublished literature like books, reports and balance sheets of the Anantha Lakshmi 

Spinning Mills Pvt Ltd, for the years 2014-2019 
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LIMITATIONS OF THE STUDY 
 
 

            The limitations of present study are as follows: 

1. The study cover a period of FIVE years from 2014-15 to 2018-19 

2. The study is based mainly on secondary information. 

3. The study does not touch all the units of Anantha Lakshmi Spinning Mills 

Pvt Ltd. 

4. The present study cannot be used for inter firm comparison. 

5. The data used in reports are taken from the annual reports, published at 

the end of the years. 

6. The result does not reflect the day-to-day transactions. 

7. It is also impossible to the study of day-to-day transactions in cash 

management. 
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INDUSTRY PROFILE 
 
 

Profile of Cotton & Textile Industry: 

The textile industry occupies a unique place in our Country .One of the earliest 

to come into existence in India, it accounts or 14% of the total Industrial production, 

contributes to nearly 30% of the total exports and is the second largest employment generator 

after agriculture. 

 

India contributes to about 25% share in the world trade of cotton yarn. India,  

the world’s third-largest producer of cotton and the second- Largest producer of cotton yarns 

and textiles, is poised to play an increasingly important role in global cotton and textile 

markets as a result of domestic and multilateral policy reform. 

 

Indian textile industry contributes about 22 % to the world spindle age and 

about 6% to the world rotor capacity installed .India has second highest spindle age in the 

world after China with an installed capacity of 38.60 million spindles. Indian textile industry 

has the highest loom age (including handlooms) in the world and contributes about 61% of 

the world loom age. It contributes about 12% to the world production of textile fibers and 

yarns. India is one of the largest consumers of cotton in the world, ranking second next to 

China in production of cotton yarn and fabrics and first in installed spinning and weaving 

capacity. 

Textile industry is providing one of the most basic needs of people and the holds 

importance; maintaining sustained growth for improving quality of life. It has a unique 

position as a self-reliant industry, from the production of raw materials to the delivery of 

finished products, with substantial value- addition at each stage of processing; it is a major 

Contribution to the country's economy. 
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Its vast potential for creation of employment opportunities in the agricultural, 

industrial, organized and decentralized sectors & rural and urban areas, particularly for 

women and the disadvantaged is Noteworthy. 

 

Although the development of textile sector was earlier taking place in terms of general 

policies, in recognition of the importance of this sector, for the first time a separate Policy 

Statement was made in 1985 in regard to development of textile sector. The textile policy of 

2000 aims at achieving the target of textile and apparel exports of US $ 50 billion by 2010 of 

which the share of garments will be US $ 25 billion. The main markets for Indian textiles and 

apparels are USA, UAE, UK, Germany, France, Italy, Russia, Canada, Bangladesh, and 

Japan. 

 

The main objective of the textile policy 2000 is to provide cloth of acceptable quality 

at reasonable prices for the vast Majority of the Population of the country, to increasingly 

contribute to the provision of sustainable employment and the economic growth of the nation; 

and to compete with confidence for an increasing share of the global market vast pool of 

skilled manpower; entrepreneurship; flexibility in production process; and long experience 

with US/EU (European Union). 

 

At the same time, there are constraints relating to fragmented industry, constraints of 

processing, quality of cotton, concerns over power cost, labour reforms and other 

infrastructural constraints and bottlenecks. E.g., cost of power was Rs.8 per garment in India 

whereas in China it was only Rs.2 per garment. 

 

Further, for the benefit of exporters, there should be a state-owned cargo shipping 

mechanism. Several initiatives have already been taken by the government to overcome some 

of these concerns including rationalization of 
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fiscal duties; technology up gradation through the Technology Up gradation Fund Scheme 

(TUFS); setting up of Apparel Parks; and liberalization of restrictive regulatory practices. 

Current scenario: 

Developing countries with both textile and clothing capacity may be able to prosper in 

the new competitive environment after the textile quota regime of quantitative import 

restrictions under the multi-fiber arrangement (MFA) came to an end on 1st January, 2005 

under the World Trade Organization (WTO) Agreement on Textiles and Clothing. 

 

The mood in the Indian textile industry given the phase-out of the quota regime of 

the multi-fiber arrangement (MFA) is upbeat with new statement lowing in and increased 

orders for the industry as a result of which capacities are fully booked up to April 2005. As a 

result of various initiatives taken by the government, there has been new investment of Rs.50, 

000 crore in the textile industry in the last five years. 

 

Nine textile majors invested Rs.2, 600 crore and plan to invest another Rs.6, 400 

crore. Further, India's cotton production increased by 57% over the last five years; and 3 

million additional spindles and 30,000 shuttles-less looms were installed. 

 

The industry expects investment of Rs.1, 40,000 crore in this sector in the post-MFA 

phase. A Vision 2010 for textiles formulated by the government after intensive interaction 

with the industry and Export Promotion Councils to capitalize on the upbeat mood aims to 

increase India's share in world's textile trade from the current 4% to 8% by 2010 and to 

achieve export value of US $ 50 billion by 2010 Vision 2010 for textiles envisages growth in 

Indian textile economy from the current  US $  37  billion to   $ 85 billion by 2010; reaction 

of 
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12 million new jobs in the textile sector; and modernization and consolidation for creating a 

globally competitive textile industry. 

 

There will be opportunities as well as challenges for the Indian textile industry in the 

post-MFA era. But India has natural advantages which can be capitalized on strong raw 

material base - cotton, man-made fibers, jute, silk; large production capacity (spinning - 21% 

of world capacity and weaving - 33% of world capacity but of low technology); 

 

Investment in Indian Textile Industry: 

The scenario of investment in the Indian textile industry started to change after the 

inception of the special “Textile Package” during the 2003-2004 budgets. The 

recommendations made in the budget included the reforms that are required to be made in the 

fiscal policy of the Indian textile Industry for attracting investment in this industry. The 

policy matters associated with restructuring of debt for financial viability of this industrial 

sector are also being addressed in this budget. A fund was set up in accordance with the 

recommendations of the aforesaid budget with an initial principal amount of Rs.3000 crores. 

This fund was meant for restructuring of the textile sector. 

Factors responsible for wooing the investors in Indian textile industry: 

• The size of the textile along with apparel market in India is quite big. 

• Performance of this industry has been consistent right from the start of 

the new millennium. 

• Availability of the skilled labor in India is comparatively cheap  in 

relation to the same in other parts of the world. 

• The policies related to the Foreign Direct Investment in India are 

comparatively lenient and are transparent in nature among all the 

developing countries. 

• There is no limit on foreign direct investment in the textile industry 
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and hence 100% direct investment can be done by the foreign capitalists  in  the  

Indian textile industry. 

• Foreign Investments done in the Indian Textile Industry through the 

automatic route offers a hassle-free way of investing. These investments 

are not required to be approved by the government or the apex bank of 

India, RBI. The foreign investors are only required to make a notification 

to the regional office of the apex bank only after receiving the receipt of 

the remittance. This notification is required to be done  within  thirty  

days from the date of receiving the remittance. 

The ministry concerned with the development of Textile Industry in India has formed 

a special cell for attracting FDI in this sector. 

 

Objectives of this special cell for wooing FDI are: 

• This cell helps the willing foreign companies to find out viable partners 

meant for floating a joint venture company in order to produce textile 

products. 

 
• FDI special cell acts as the mediator between the foreign investor and the 

different organizations for setting up the textile industry. The specialized 

helps that are given by this cell involve advisory support along with 

assistance. 

 
• At the time of operation of the textile industry set by the foreign investor 

certain problems may crop up. These problems are sorted out by the FDI 

cell. 

 
• FDI cell monitors as well as maintains the data related with the total 

production of the textile sector. They also collect the stratified data of 

production by both domestic industry as well as the industry set up by the 
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foreign investor. It has been found out that the percentage share of the textile 

industry in the total foreign investment done was 1.02%. 

 

A major development has occurred in the textile industry when Blackstone, an 

investment management company of USA has bought 50.1% stake of the domestic apparel 

manufacturing company called Gokaldas Exports. The deal was sealed at the price of Rs 275 

per share. After the completion of the stake transfer the promoters of the Gokaldas Exports, 

the Hindujas, were left with a share amounting to 20%. 

 

As a part of domestic textile sector expansion, the companies of Indian origin are also 

not far behind in making investments. Arvind Mills Limited is expanding its production as 

well as capacity base through the construction of two new industrial set ups in Bangalore and 

Ahmadabad. 

 

Another textile company of India named Super Spinning Mills is also acquiring two 

sick units of Madurai for enhancing their production capacity for meeting the needs generated 

by the USA market. 

 

World largest terry towel producing company called Wels pun India Ltd. is setting up 

a textile plant in the state of Gujarat at the initial capital of US$ 220 million. 

 

Growth of Indian Textile Industry: 

Growth along with the investment of an industry depends heavily on the economic 

health of the country. Indian economy grew rapidly during the fiscal year 2007-2008 posting 

a growth rate of 9.4% p.a. Not only this, India has been performing significantly in the last 

three years where its average yearly rate of growth has been estimated to be 8%. 
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The fruits of economic growth have trickled down to people of the state which can be 

evidenced from the rising per capital income of India. Statistics reveal that during 2002-2008 

(up to March 2008) the per capital income of India has increased by sixty two percent and has 

reached the level of Rs 25,778 or US$ 581.37 per annum. 

 

One of the most beneficial classes of this economic growth saga has been the middle 

income section of the society. The total strength of this class in absolute terms has been found 

out to be 216 million which is expected to rise to 351 million by 2010. The  major demand 

that is being generated is by a new class of people from the booming IT-BPO sector who are 

still at their prime age and are outwardly fashion savvy. This has generated huge demand for 

fashionable dresses which has consequently led to the emergence of some world class Indian 

designers with their latest fashion apparels. 

 

Propensity of consumption (after excluding all spending on essential items like 

housing, health, education, etc.) by the average Indian people has increased at the rate of 5% 

to a total amount of US$ 219 billion in the year 2005. At this time, the organized retail sector 

has been able to tap a market of around US$ 8.2 billion which is projected to increase to US$ 

25 billion by 2010. 

Textile industry is one of the major contributors to the total output of the act growing 

Indian industrial sector which is at present revolving around 4%. Textile sector's contribution 

to GDP of India is also significant which currently amounts to 4%. It has been found out that 

Indian textile industry s one of the major sources of foreign exchange earnings for India and 

contributes around 16- 17%. 
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From the above discussion it is quite clear to us that the market size of India is growing at a 

very high pace. That is why the foreign investors are flocking to India for investment purposes 

in order to get hold of a chunk of this expanding pie. With increasing demand for the products 

of Indian Textile Industry, new players are jumping in the league to get a slice of  the 

profitable pie and the already existing textile mills are raising their capacity for increasing 

their supply. Hence, the expansion process of the domestic industry is also not far behind. 

 

Thus, it can be said that the whole Indian economy is on a growing trend which has its 

obvious impact on every possible sector including the Indian Industry. Indian Textile Industry 

is going through a major change in its outlook after the expiry of Multi-Fiber Agreement. 

 

Multi Fiber Agreement was introduced in the year 1974 as a short term measure 

directed towards providing a limited time period to the developed countries for adjusting their 

textile industries in accordance with that of the developing countries. The textile industries  

are characterized by their labor intensive nature of commodity production. Availability of 

surplus labor is abundant in the developing countries. These countries have comparative 

advantage in the production of textile related products and hence are able to supply goods at a 

very low price. The basic idea behind this policy was to eradicate all sorts of quota system 

from the apparel and textile industry all over the world so that a level playing field could be 

established. 

 

Now, this era after MFA is being looked upon by the experts as a means through 

which the Indian textile and apparel industry is going to grow a much 
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faster pace and would consequently be able to leave a mark on the whole world. Integration 

of this Indian industry with that of the whole world started from the last period of 1980s. It 

came up to the top ten league of countries involved in export of textile as well as apparel 

products after 1998. According to the statistics of United Nations Statistical Division, 2005 it 

was clear that during the entire 1990s, the average compounded growth rate of clothing item 

export was more or less. 

 

National Textile Policy: 

The National Textile Policy was formulated keeping in mind the following objectives: 

• Development of the textile sector in India in order to nurture and  

maintain its position in the global arena as the leading and exporter of 

clothing. 

• Maintenance of a leading position in the domestic market  by  doing  

away with import penetration. 

• Injecting competitive spirit by the liberalization of stringent controls. 

• Encouraging Foreign Direct Investment as well as research and 

development in this sector. 

• Stressing on the diversification of production and its up gradation 

taking into consideration the environmental concerns. 

• Development of a firm multi-fiber base along with the skill of the 

weavers and the craftsmen. 

 
Such goals are set to meet the following targets: 

• The size of textile and apparel exports must reach a level of US 50 billion 

by the year 2010. 

• The Technology up gradation Fund Scheme should be implemented in a 

strict manner. 
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• The garments industry should be removed from the list of the small scale 

industry sector. 

 
• The handloom industry should be boosted and encouraged to enter into 

foreign ventures so as to compete globally. The National Textile Policy 

has also formulated rules pertaining to certain specific sectors. Some of 

the most important items in the agenda happen to be the availability and 

productivity along with the quality of the raw materials. Special care is 

also taken to curb the fluctuating price of raw materials. Steps have also 

been taken to raise silk to the international standard preamble. 

 
• To comprehend the purpose of textile industry that is to provide one the 

most basic needs of the people and promote its sustained growth to 

improve the quality of life. 

 
• To acknowledge textile industry as a self-reliant industry, from  

producing raw materials to delivery of finished products; and its major 

contribution to the economy of the country. 

 
• To understand its immense potentiality for creating employment 

opportunities in significant sectors like agriculture, industry, organized 

sector, decentralized sector, urban areas and rural areas, specifically for 

women and deprived. Recognize the Textile Policy of 1985, which 

boosted the annual growth rate of cloth production by 7.13%, export of 

textile by 13.32% and per capita availability of fabrics by 3.6%. 

 
• To analyze the issues and problems of textile industry and the guidelines 

provided by the expert committee set up for this specific purpose. 
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• To give a different specification to the objectives and thrust areas of 

textile industry. 

• To produce good quality cloth for fulfilling the demands of the people 

with reasonable prices. 

 
• To maintain a competitive global market. 

 

Thrust areas: 

Government of India is trying to promote textile industry by giving 

emphasis on several areas of textile, which are as below: 

• Innovative marketing strategies 

• Diversification of product 

• Enhancement of textile oriented technology 

• Quality awareness 

• Intensifying raw materials 

• Growth of productivity 

• Increase in exports 

• Financing arrangements 

• Creating employment opportunities 

• Human Resource Development 
 

Government of India has set some targets to intensify and promote textile industry. To 

materialize these targets, efforts are being made, which are as follows: 

 

• Textile and apparel exports will reach the US $ 50 billion mark by 2010 

• All manufacturing segments of textile industry will come under TUFS 

(Technology Up gradation Fund Scheme) 

• Increase the quality and productivity of cotton. The target is to increase 
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50% productivity and maintain the quality to international standards. 

• Establish the Technology Mission on jute with an objective to increase 

cotton productivity of the country 

• Encourage private organization to provide financial support for the textile 

industry 

• Promote private sectors for establishing a world class textile industry 

• Encourage handloom industry for producing value added items 

• Encourage private sectors to set up a world class textile industry 

comprising various textile processing units in different parts of India 

• Regenerate functions of the TRA (Textile Research Associations) to 

stress on research works government policy on cotton and man made 

fiber. 

One of the principal targets of the government policy is to enhance the quality and production 

of cotton and man-made fiber. Ministry of Agriculture, Ministry of Textiles, cotton growing 

states is primarily responsible for implementing this target. 

 

Other thrust areas: 

Information technology: 

Plays a significant role behind the development of textile industry in India. IT (Information 

Technology) can promote to establish a sound commercial network for the textile industry to 

prosper. 

 

Human Resource Development: 

Effective utilization of human resource can strengthen this textile industry to a large extent. 

Government of India has adopted some effective policies to properly utilize the manpower of 

the country in favor of the textile industry. 
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Financing arrangement: 

Government of India is also trying to  encourage talented Indian designers and technologists 

to work for Indian textile industry and accordingly government is setting up venture capital 

fund in collaboration with financial establishments. 

Acts: 

Some of the major acts relating to textile industry include 

a) Central Silk Board Act, 1948 

b) The Textiles Committee Act, 1963 

c) The Handlooms Act, 1985 

d) Cotton Control Order, 1986 
 
 

The Textile Undertakings Act, 1995 Government of India is earnestly trying to provide all 

the relevant facilities for the textile industry to utilize its full potential and achieve the target. 

The textile industry is presently experiencing an average annual growth rate of 9-10% and is 

expected to grow at a rate of 16% in value, which will eventually reach the target of US $ 115 

billion by 2012. The clothing and apparel sector are expected to grow at a rate of 21 %t in 

value terms. 
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COMPANY PROFILE 

SRI ANATHA LAKSHMISPINNING MILLS (P) LTD. 
 
 

Company Profile 

Business Type : Exporter, Manufacturer 
 

Export Percentage : 70% 
 

Primary competitive 

Advantages 

: Premium quality 

:  On-time delivery 

Affordable solutions 

14400 spindles installed at the 

manufacturing unit 

A team of qualified professionals 
 
 
 

Sales Volume : Rs. 27 crore 
 

No of Staff : 400 

Year of Establishment : 2005 

Export Markets : Turkey, China, and Japan 

Production Type : Automatic 

Monthly Production 

Capacity : 2,00,000 kgs. 
 

Memberships : The Cotton Textiles Export Promotion 

Council (TEXPROCIL) and Southern 

India Mills Association (SIMA) 
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Product Range 

• 100% Cotton Weaving and Knitting 

Yarn 

o 40s Combed Hosiery Yarn 

(Knitting Yarn) 

o 40/1 Combed Wrap Yarn 

o 42s Combed Hosiery Yarn 

(Knitting Yarn) 

o 50s and 56s Combed 

Hosiery Yarn. 

 
 

Our unit is located at Boyapalem NH-5, 25 kms. away from the Cotton City- Guntur, 

Andhra Pradesh. The unit was established in the year 2005. The present installed capacity of 

the mills is 14,400 spindles engaged in manufacturing of Ring Spun Yarn, Combed Hosiery 

Yarn, Knitting Yarn, etc. working 24 hours a day and 7 days a week continuously. 

• Expansion and Value adding plans are under progress. 

About Us 

• 3 decades of Cotton Ginning and Trading Experience 

• Defined set of values, principles and social responsibility 

• Symbolizes: Quality, Trust and Commitment 

• Our Managing Director has vast experience in "Cotton Selection" 

resulting in good Raw Material Input and thereby, getting High Quality of 

the End Products 

• Unit has the capability to produce yarn in counts ranging between 40s to 

100s (in both Carded and Combined varieties) to suit different end uses. 

Presently, the Unit has experience in exporting Combed Hosiery Yarn, 

Knitting Yarn, etc. to a number of countries across the globe 
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• Our 40/1 CK is well established in Export Market and we are 

continuously exporting this count from the last two years 

• We have a well equipped testing lab in plant for Off-Line Quality 

Inspection and our Machines are equipped with On-line monitoring 

systems to produce "Zero-Defect" yarns. We have our own testing 

equipment’s like UT-5 and others in our Lab 

• We have well trained and well experienced technical staff and work force 

for Continuous Improvement in Product Quality and Customer Service 

• Our knitting imperfections and Class mat results are at par with Uster 5% 

Standards. 

Quality 

• Established Quality Assurance methodologies and processes 

• Fine-tuned work culture with focus on Quality. 

Value 

• Cost reduction through in-house Research and Development and Value 

Engineering. We continually devise new ways of manufacturing Combed 

Hosiery Yarn, Knitting Yarn, etc, at cost effective prices. 

 
Delivery 

• Always on schedule delivery of the consignment with the help of a 

committed workforce and high production scale. 

 
Quality Systems 

• We are stepping towards ISO 9001:200 certification for quality systems. 
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Product Range 

Presently, we have a wide market base in the following counts:- 

• 40s Combed Hosiery Yarn (Knitting Yarn) 

• 40/1 Combed Wrap Yarn 

• 42s Combed Hosiery Yarn (Knitting Yarn) 

• 50s and 56s Combed Hosiery Yarn 

• Knitting Yarn. 
 
 

Infrastructural Facility 

Our production unit is equipped with requisite machinery, which help us to meet the industry 

requirements and hence, achieve complete customer satisfaction. The combed process flow 

comprises of the following steps:- 

• MIXING 

• MBO3/6 

• MONO LB4/2 

• UNIMIX LB7/4R 

• FLEXICLEAN LB5/6 

• VETAL CONTAMINATION CLEANER 

• CHUTE FEED LA7/2A 

• CARDING LC300A 

• PCD D0/6 

• LAP FORMER LH 10 

• COMBER LK54 

• FINISHING DRAWING RSB851 

• SIMPLEX LF1400A 

• RING FRAME LR6/S 

• AUTO CONER AC338 GOLD 

• YARN CONDITIONING 

• FINAL INSPECTION 
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• PACKING 

• DISPATCHING. 
 
 

Our products 

Combed Yarn: - We deal in organic cotton Combed Yarn that is compatible with normal 

combed yarns in all ways. This is manufactured by using high organic cotton These are 

widely used in the textile and garment industry to manufacture diverse clothing. 

 

Combed Warp: - We deal in Combed Warp that is weaving carded and combed yarns used  

in weaving variety of garments and apparels. Due to color fastness and durability of the yarn 

it is widely used in the textile industry. We offer our yarn in different packaging’s & models 

as specified by our Customers. 

 

Cotton Yarn: - We deal in cotton yarn in different quality, shades, twist, thickness and  

count. These cotton yarns are made using superior, short staple cotton. Our range of cotton 

yarn are extensively used in wide range of textiles, apparel and other manufactured products. 

We also have different cones of different sizes . 

 

Dyed Yarns: - We are offering a wide range of Dyed Yarns that is extensively used in the 

production of high-quality fabrics. Available in wide variety of enticing colors, the range of 

dyed yarns are highly popular amongst the clients due to its soft and smooth texture and 

durability. 

 

Yarn:- We are offering a wide range of yarns that are long continuous length of interlocked 

fibers. These yarns are used for the production of textiles or fabrics. These yarns are available 

in a variety of colors and quality. 
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Combed Warp Yarn: - We are the manufactures of combed wrap yarns that is used in 

weaving variety of garments and apparels. Due to colour fastness and durability of the yarn it 

is widely used in the textile industry. We offer our yarn in different packaging’s and models 

as specified by our clients. 

 

Combed Knitting Yarn: - We are the manufactures knitting combed Knitting yarns that is 

used in the production of textiles and knitting. Our qualitative yarn is derived from superior 

raw material and is highly demanded in the market. These yarns are available in a variety and 

quality. 

 

Cotton Yarn: - We export and manufactures 100% cotton yarn to various domestic and 

international clients as per their needs & usage. This cotton yarn is used for making  of 

woolen sweaters and are also shrink resistant. They are also smooth and skin friendly as well 

as light in weight. 
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THEORETICAL FRAMEWORK 
 
 

Cash flow is calculated by making certain adjustments to net income by adding 

or subtracting differences in revenue, expenses and credit transactions (appearing on the 

balance sheet and income statement) resulting from transactions that occur from one period to 

the next. These adjustments are made because non-cash items are calculated into net income 

(income statement) and total assets and liabilities (balance sheet). So, because not all 

transactions involve actual cash items, many items have to be re-evaluated when calculating 

cash flow from operations. 

 

For example, depreciation is not really a cash expense; it is an amount that is deducted 

from the total value of an asset that has previously been accounted for. That is why it is added 

back into net sales for calculating cash flow. The only time income from an asset is accounted 

for in CFS calculations is when the asset is sold. 

 

Changes in accounts receivable on the balance sheet from one accounting period to  

the next must also be reflected in cash flow. If accounts receivable decreases, this implies that 

more cash has entered the company from customers paying off their credit accounts - the 

amount by which AR has decreased is then added to net sales. If accounts receivable increase 

from one accounting period to the next, the amount of the increase must be deducted from net 

sales because, although the amounts represented in AR are revenue, they are not cash. 

 

An increase in inventory, on the other hand, signals that a company has spent more 

money to purchase more raw materials. If the inventory was paid with cash, the increase in 

the value of inventory is deducted from net sales. A decrease in inventory would be added to 

net sales. If inventory was purchased 
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on credit, an increase in accounts payable would occur on the balance sheet, and the amount 

of the increase from one year to the other would be added to net sales. 

 

The same logic holds true for taxes payable, salaries payable and prepaid insurance. If 

something has been paid off, then the difference in the value owed from one year to the next 

has to be subtracted from net income. If there is an amount that is still owed, then any 

differences will have to be added to net earnings. (For more insight, see Operating Cash 

Flow: Better Than Net Income?) 

 

Investing 

Changes in equipment, assets or investments relate to cash from investing. Usually cash 

changes from investing are a "cash out" item, because cash is used to buy new equipment, 

buildings or short-term assets such as marketable securities. However, when a company 

divests of an asset, the transaction is considered "cash in" for calculating cash from investing. 

 

Financing 

Changes in debt, loans or dividends are accounted for in cash from financing. Changes in  

cash from financing are "cash in" when capital is raised, and they're "cash out" when 

dividends are paid. Thus, if a company issues a bond to the public, the company receives cash 

financing; however, when interest is paid to bondholders, the company is reducing its ca 
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Difference between Cash Flow Statement and 

Income Statement 
 
 
 

Cash Flow Statement Income Statement 

 
1. It is disclosing the reasons for 

change in working capital i.e., where 

from the working capital cash has 

been applied. 

1. The Statements narrates the item 

of cost and revenue to arrive at the 

figures of profit and loss earned / 

incurred during a particular period of 

time. 

2. Income Statement helps the 

preparation of Cash Flow Statement 

in as much as one source of cash i.e., 

cash from operation is found out 

from the income statement 

 
 

2. Cash Flow Statement doesn’t help 

preparation of income statement 

 

3. Cash raised are matched with cash 

used. No distinction is made  

between capital and revenue items 

 
3. Expenses are matched with 

income in order to find out the result 

of operation. Only revenue items are 

considered 
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Difference between Cash Flow Statement and 

Position Statement 

 
 

Cash Flow Statement Position Statement 

1. It is a Statement changes in financial 

position. 

 
 

2. It shows the amount of changes 

during the particular period of time. 

 
3. It doesn’t analyze the change in 

current asset and current liability. 

 
4. It is a analytical statement analyzing 

form where they have been used, hence 

more useful. 

1. It is statement of financial position 
 
 
 
 

2. It present the amount of assets and 

liabilities at a particular point of time 

 
3. It shows all the accounting liabilities 

whether current or non-current 

 
4. It is not a analytical statement hence 

not that much useful for decision 

making as the cash flow statement 

 

Importance of cash flow statement 

The information which is provided by cash flow statement is neither available in the balance 

sheet nor in the income statement and hence its important. The changes which have taken 

place in between two accounting dates are highlighted by cash flow statement. A lay man 

cannot grasp the underlying significance of achievements and progress of the company 

simply by a personal of the balance sheet and income statement of different years. The 

comparative and analytical study presented by the statement giving the details of sources and 

uses of cash during a given period of immense help to the users of information. It is very 

useful tool in analytical kit of the management also, besides the 
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outsiders, in order to have ‘at a glance’ appraisal of the financial and operating performance 

of a company. Since the statement shows the extent to which the working capital has been 

effectively put to use, the management’s task of taking policy decision regarding investment, 

dividends etc, is great facilitated. 

 

The projected cash flow statement can also be prepared and then budgetary control 

and capital expenditure control can be exercised to the benefit of the entire organization. 

 

Uses of cash flow statement 

Cash flow statement of a company is of great value to management shareholders, 

creditors, bankers, money lending institutions etc., 

 

   Informative value: - The financial consequence of business operation  

are clearly explained in details by a cash flow statement some of the 

problems which crop up in the minds of investors are well solved by a 

simple perusal of this statement for e.g., 

1. Where have the profit gone. 

2. Why does an imbalance exist between liquidity position and profitability 

position of enterprise? 

 
   Forecasting value: - A projected cash flow statement can be prepared 

and resources can be properly allocated after an analysis of the present 

state of affairs. The optimal utilization of available cash in necessary for 

the overall growth of the enterprise. The cash flow statement prepared in 

advance given a clear direction to the management in this raged. 

 

   Testing value: - Whether the working capital has been effectively is used 

or not by the management can well be tested by cash flow statement. 
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Whether working capital has been maintained at proper level, and whether it is 

adequate or inadequate can be known by a study of the statement. The management is 

warned against the injudicious uses of cash. 

 

Decision-making value 

Since over-all credit worthiness of the enterprise is known, creditors and money lenders 

can decide as to whether they have to provide loans to company or not. The sources of raising 

cash and their application help the shareholders to decide whether the management of the 

business is an enlightened or not regarding managing cash. Mismanagement of cash may be 

prevented. The management can be decide about the future financing policies and capital 

expenditure programmers. 
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STATEMENT OF CHANGES IN WORKING CAPITAL 

 
 

PARTICULARS 

 
 

Previous 

Year 

 
 

Current 

Year 

  
 
 

CHANGES IN 

 
INCREASE DECREASE 

 
Current assets: 

    

Inventories:  
 
 
*********** 

 
 
 

********* 

Raw material   

Consumable stores *********** ********* 

Finished goods *********** ********* 

Sundry debtors *********** ********* 

Cash in hand ****** ********  

Balance with bank *********** ******** 

Other current assets:   

Deposits *********** ********* 

Income tax (advance tax) *********** ********* 

Sales tax *********** ********* 

 
Total current assets 

 
********** 

 
********* 
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The balance sheet, income statement, and cash flow statement are the three generally 

accepted financial statements used by most businesses for financial reporting. All three 

statements are prepared from the same accounting data, but each statement serves its own 

purpose. The purpose of the cash flow statement is to report the sources and uses of cash 

during the reporting period. 

Structure of the Cash Flow Statement 

The most commonly used format for the cash flow statement is broken down into three 

sections: cash flows from operating activities, cash flows from investing activities, and cash 

flows from financing activities. 

Cash flows from operating activities are related to your principal line of business and include 

the following: 

• Cash receipts from sales or for the performance of services 

• Payroll and other payments to employees 

• Payments to suppliers and contractors 

• Rent payments 

• Payments for utilities 

• Tax payments 

 
 

Investing activities include capital expenditures – disbursements that are not charged to 

expense but rather are capitalized as assets on the balance sheet. Investing activities also 

include investments (other than cash equivalents as indicated below) that are not part of your 

normal line of business. These cash flows could include: 

• Purchases of property, plant and equipment 

• Proceeds from the sale of property, plant and equipment 

• Purchases of stock or other securities (other than cash equivalents) 

• Proceeds from the sale or redemption of investments 
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Financing activities include cash flows relating to the business’s debt or equity financing: 

• Proceeds from loans, notes, and other debt instruments 

• Installment payments on loans or other repayment of debts 

• Cash received from the issuance of stock or equity in the business 

• Dividend payments, purchases of treasury stock, or returns of capital 

 
Cash for purposes of the cash flow statement normally includes cash and cash  

equivalents. Cash equivalents are short-term, temporary investments that can be readily 

converted into cash, such as marketable securities, short-term certificates of deposit, treasury 

bills, and commercial paper. The cash flow statement shows the opening balance in cash and 

cash equivalents for the reporting period, the net cash provided by or used in each one of the 

categories (operating, investing, and financing activities), the net increase or decrease in cash 

and cash equivalents for the period, and the ending balance. 

There are two methods for preparing the cash flow statement – the direct method and the 

indirect method. Both methods yield the same result, but different procedures are used to 

arrive at the cash flows. 

 

Direct Method 

Under the direct method, you are basically analyzing your cash and bank accounts to identify 

cash flows during the period. You could use a detailed general ledger report showing all the 

entries to the cash and bank accounts, or you could use the cash receipts and disbursements 

journals. You would then determine the offsetting entry for each cash entry in order to 

determine where each cash movement should be reported on the cash flow statement. 

 
Another way to determine cash flows under the direct method is to prepare a 

worksheet for each major line item, and eliminate the effects of accrual basis accounting in 

order to arrive at the net cash effect for that 
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particular line item for the period. Some examples for the operating activities section 

include: 

 

Cash receipts from customers: 

• Net sales per the income statement 

• Plus beginning balance in accounts receivable 

• Minus ending balance in accounts receivable 

• Equals cash receipts from customers 

Cash payments for inventory: 

• Ending inventory 

• Minus beginning inventory 

• Plus beginning balance in accounts payable to vendors 

• Minus ending balance in accounts payable to vendors 

• Equals cash payments for inventory 

 
 

Cash paid to employees: 

• Salaries and wages per the income statement 

• Plus beginning balance in salaries and wages payable 

• Minus ending balance in salaries and wages payable 

• Equals cash paid to employees 

Cash paid for operating expenses: 

• Operating expenses per the income statement 

• Minus depreciation expenses 

• Plus increase or minus decrease in prepaid expenses 

• Plus decrease or minus increase in accrued expenses 

• Equals cash paid for operating expenses 
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Taxes paid: 

• Tax expense per the income statement 

• Plus beginning balance in taxes payable 

• Minus ending balance in taxes payable 

• Equals taxes paid 

Interest paid: 

• Interest expense per the income statement 

• Plus beginning balance in interest payable 

• Minus ending balance in interest payable 

• Equals interest paid 

Under the direct method, for this example, you would then report the following in the cash 

flows from operating activities section of the cash flow statement: 

• Cash receipts from customers 

• Cash payments for inventory 

• Cash paid to employees 

• Cash paid for operating expenses 

• Taxes paid 

• Interest paid 

• Equals net cash provided by (used in) operating activities 

 
 

Similar types of calculations can be made of the balance sheet accounts to eliminate the 

effects of accrual accounting and determine the cash flows to be reported in the investing 

activities and financing activities sections of the cash flow statement. 

 

Indirect Method 

In preparing the cash flows from operating activities section under the indirect method, you 

start with net income per the income statement, reverse out entries to income and expense 

accounts that do not involve a cash movement, and show 
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the change in net working capital. Entries that affect net income but do not represent cash 

flows could include income you have earned but not yet received, amortization of prepaid 

expenses, accrued expenses, and depreciation or amortization. Under this method you are 

basically analyzing your income and expense accounts, and working capital. The following is 

an example of how the indirect method would be presented on the cash flow statement: 

 
• Net income per the income statement 

• Minus entries to income accounts that do not represent cash flows 

• Plus, entries to expense accounts that do not represent cash flows 

• Equals cash flows before movements in working capital 

• Plus, or minus the change in working capital, as follows: 
 
 

o An increase in current assets (excluding cash and cash equivalents) would 

be shown as a negative figure because cash was spent or converted into 

other current assets, thereby reducing the cash balance. 

o A decrease in current assets would be shown as a positive figure, because 

other current assets were converted into cash. 

o An increase in current liabilities (excluding short-term debt which would 

be reported in the financing activities section) would be shown as a 

positive figure since more liabilities mean that less cash was spent. 
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DATA ANALYSIS AND INTERPREATION 

TABLE: 4.1 Cash flow statement year of 2014-15 of 

ANANTHA LAKSHMI SPINNING MILLS PVT LTD. 

 
Particulars 

 For the year 

ended 

2014-15 

 
A.CASH FLOW FROM OPERATING 

 RS 

ACTIVITIES Net Profit as per Profit & 12,77,56,648 

Loss Account before Prior period  

Adjustments 3,68,27,704 

Adjustments for : 4,34,24,478 

Depreciation for the year -76,05,069 

Interest paid -1,66,933 

Interest received -1,54,611 

Income from investments -34,53,005 

Guarantee commission received -3,29,50,391 

Profit/loss on forward contracts/underlying 64,671 

options  

Profit/loss on foreign exchange fluctuation 16,37,43,491 

Loss on sale of fixed assets  

 
Operating profit before changes in 

 

working capital 5,51,60,667 

Adjustments for working capital changes: -10,65,65,340 

(Increase)/ Decrease in inventories 45,55,505 

(Increase)/ Decrease in sundry debtors 71,22,240 

(Increase)/ Decrease in other current assets 98,91,623 

(Increase)/ Decrease in loan & advances  
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Increase/(Decrease) in liabilities  
 
 
 
 
 
 

 
A 

 
 
 
 
 
 
 
 
 
 
 
 
 

 
B 

 
 
 
 
 
 
 
 
 
 
 

C 

 
 

13,39,08,185 

Cash generated before miscellaneous  

expenses &prior period items -4,67,87,417 

 

Direct taxes paid 

1,76,28,287 

I.T Refund  

NET CASH FLOW FROM OPERATING 
 

 

10,47,49,055 

ACTIVITIES 
 

 

 
B. CASH FLOW FROM INVESTING 

 

ACTIVITIES -94,48,956 
Purchase of Fixed Assets - 
Purchase of investments 76,05,069 
Interest received 1,54,611 
Guarantee commission received 1,66,933 
Income for investments  

Profit/loss on forward contracts/underlying 34,53,005 
options 8,60,286 
Sale of fixed assets  

 

27,90,948 
NET CASH FLOW FROM INVESTING  

 

ACTIVITIES  

C.CASH FLOW FROM FINANCING  

ACTIVITIES 

Borrowings made during the year 

Repayments 

Interest paid 

Exchange fluctuation 

14,43,02,149 

-36,97,38,426 

-4,34,97,38,426 

3,29,50,391 
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NET CASH FLOW FROM FINANCING (A+B+C) - 23,59,10,363 

ACTIVITIES 
 

 

 
D. NET INCRISE/(DECREASE) IN 

 

CASH & CASH EQUIVALENTA -12,83,70,360 

 
NETCASHFLOW CASH & 

 

CASH EQUIVALANTS AS ON 15,60,07,573 
01.04.2014  

 
CASH & CASH EQUIVALANTS AS ON 

 
2,76,37,213 

31.03.2015  
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Cash Inflows for the year 2014-15 

Table: 4.1 
 

 
Particulars 

 
Amounts 

 
Operating profit 

 
10,47,49,055 

 
decreases liabilities 

 
98,91,623 

 
Interest received 

 
76,05,069 

 
Sale on assets 

 
64,671 

 
 
 
 
 

 
 

INTERPRETATON: 

During the year 2014-15 the cash inflows are operating Profit, decreases liabilities, interest 

received, and sale assets. 2014-15 the operating profit Rs16,37,43,491 decreases liabilities Rs 

98,91,623 and interest received Rs 76,05,069, Sale on assets 64,671 
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Cash Outflows for the year 2014-15 

Table: 4.2 
 
 
 

 
Particulars 

 
Amounts 

 
Purchase of fixed assets 

 
94,48,956 

 
Increases in investments 

 
1,66,933 

 
Increases inventories 

 
5,51,60,667 

 
Increases sundry debtors 

 
10,65,65,340 

 

Graph: 4.2 
 
 
 

 

INTERPRETATON: 

During the year purchase of fixed assets Rs94,48,956 increases in Investments 

Rs1,66,933 increase inventories Rs5,51,60,667 and increases sundry debtors 10,65,65,340 
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TABLE: 4.4Cash flow statement year of 2015-16 of 

Anantha lakshmi spinning mills pvt ltd. 

Particulars  For the year ended 

2015-16 

 
A.CASH FLOW FROM OPERATING 

 RS 

ACTIVITIES Net Profit as per Profit &  

Loss Account before Prior period  

Adjustments 11,60,10,828 

Adjustments for :  

Depreciation for the year 3,58,79,139 

Interest paid 4,59,17,183 

Interest received -9,87,759 

Income from investments -2,43,614 

Guarantee commission received -3,52,884 

Profit/loss on forward contracts/underlying 29,86,898 

options -37,67,621 

Profit/loss on foreign exchange fluctuation -47,946 

Loss on sale of fixed assets  

19,89,39,929 

Operating profit before changes in  

working capital  

Adjustments for working capital changes: -70,861,116 

(Increase)/ Decrease in inventories 9,66,73,523 

(Increase)/ Decrease in sundry debtors 43,02,920 

(Increase)/ Decrease in other current assets  

(Increase)/ Decrease in loan & advances 12,58,216 

Increase /(Decrease) in liabilities -27827838 
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Cash generated before miscellaneous 

  
19,89,39,929 

expenses &priorperiod items   

Direct taxes paid  -2,43,88,600 

I.T Refund A - 17,45,51,329 

NET CASH FLOW FROM   

OPERATING ACTIVITIES   

B. CASH FLOW FROM INVESTING  -15,24,03,121 

ACTIVITIES  -14,40,000 

Purchase of Fixed Assets  9,87,759 

Purchase of investments  3,52,884 

Interest received  2,43,614 

Guarantee commission received  -29,86,898 

Income for investments  17,89,250 

Profit/loss on forward contracts/underlying B -15,34,56,512 

options  
 

 

Sale of fixed assets   

NET CASH FLOW FROM INVESTING   

ACTIVITIES  40,64,46,384 

C. CASH FLOW FROM FINANCING  -35,86,34,427 

ACTIVITIES  -4,59,17,183 

Borrowings made during the year  37,67,621 

Repayments  
 

 

Interest paid C 56,62,395 

Exchange fluctuation   
 

NET CASH FLOW FROM FINANCING   

ACTIVITIES  

(A+B 
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D. NET INCRISE/(DECREASE) IN +C)  
2,67,57,212 CASH & CASH EQUIVALENTA 

 
NETCASHFLOW 

 

CASH & CASH EQUIVALANTS AS  

ON 01.04.2015 2,76,37,213 

CASH & CASH EQUIVALANTS AS  

ON 31.03.2016  

5,43,94,425 
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Cash Inflow for the year 2015-16 

Table: 4.3 
 
 
 

Particulars Amounts 

Operating profit 17,45,51,329 

Increases loans advances 12,58,216 

decrease liabilities 2,78,27,838 

Sale of assets 17,89,250 

Interest received 9,87,759 

 

Graph: 4.3 
 

INTERPRETATON: 

During the year 2015-16 the cash flows of operating profit, increases loans& advances 

,decrease liabilities ,sale of assets, interest received operating profit Rs 1,95,39,4,224 which 

shown increases in previous year. Increases/decreases loans& advances Rs 12,58,216 

increases in the previous year, increase/decreases liabilities Rs27,82,,838 decreases in the 

previous year. Sale of assets Rs 17,89,250 interest received Rs9,87,759 
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Cash Outflows for the year 2015-16 
 
 

Table: 4.4 
 
 
 

Particulars Amounts 

Purchase of fixed assets 15,24,03,121 

Increases in investments 2,43,614 

Increases inventories 7,08,61,116 

Increases sundry debtors 9,66,73,523 

 

Graph: 4.4 
 
 
 

 
 
 

INTERPRETATON: 
 
 

During the year 2015-16 the cash outflows are inventories, purchase Of fixed assets 

15,24,03,121 decreases in investment. 2,43,614. During the year the inventories 

Rs70,861,116. and increases sundry debtors 96,6,73,523 
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TABLE: 4.7 Cash flow statement year of 2016-17 of 

ANANTHA LAKSHMI SPINNING MILLS PVT LTD. 

 
Particulars 

 For the year 

ended 

2016-17 

 
A.CASH FLOW FROM OPERATING 

 RS 

ACTIVITIES Net Profit as per Profit &  

Loss Account before Prior period 53,31,461 

Adjustments  

Adjustments for : 5,54,82,340 

Depreciation for the year 47403840 

Finance costs (58,73,694) 

Interest income (4,03,813) 

Dividend Income (3,53,819) 

commission received - 

Profit/loss on forward contracts/underlying 3,37,44,458 

options (1,95,190) 

Profit/loss on foreign exchange fluctuation  

Loss on sale of fixed assets 13,51,35,583 

 
Operating profit before changes in 

 

working capital (2,50,52,093) 

Adjustments for working capital changes: 5,61,88,140 

(Increase) /decrease in inventories 88,76,484 

(Increase)/decrease in trade receivables 44,72,029 

(Increase) / decrease in other current assets (7,37,24,681) 

(Increase) /decrease in loan & advances 6,85,46,898 
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Increase /( decrease) in liabilities  
 
 
 
 
 
 

A 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

B 
 
 
 
 
 
 
 
 
 
 
 
 
 

C 

(1,32,90,688) 

Increase /( decrease) in trade payables 

Increase /(decrease) inshort term borrowings 16,11,51,672 

 
Cash generated before miscellaneous 

(2,20,39,847) 

expenses &priorperiod items  

Less: income tax paid 17,45,51,329 

NET CASH FLOW FROM OPERATING 
 

 

ACTIVITIES  

 
B. CASH FLOW FROM INVESTING 

 
(6,82,74,126) 

ACTIVITIES - 
Purchase of Fixed Assets 58,73,694 
Purchase of investments 3,53,819 
Interest received 4,03,813 
Guarantee commission received - 
Dividend income - 
Profit/loss on forward contracts/underlying (35,800) 
options 

 
 

(616,78,600) 
Sale of fixed assets  

 

Increase in deposits  

NET CASH FLOW FROM INVESTING  

ACTIVITIES (4,74,03,840) 
C. CASH FLOW FROM FINANCING - 
ACTIVITIES (3,37,44,458) 
Interest paid (3,23,24,977) 
Dividend paid - 
Exchange fluctuation  

 

(11,34,73,275) 



51  

Proceeds from long term borrowings  
 
 
 
(A+B+C) 

 
 
 
 

(36,0,40,050) 

Proceeds from long term provisions 

NET CASH FLOW FROM FINANCING 

ACTIVITIES 

 
D. NET INCRISE/(DECREASE) IN 

 

CASH & CASH EQUIVALENTA 5,43,94,425 

 
 
NETCASHFLOW 

 
1,83,54,375 

CASH & CASH EQUIVALANTS AS ON  

01.04.2016  

CASH & CASH EQUIVALANTS AS ON  

31.03.2017  
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Cash inflow for the year 2016-17 

Table: 4.5 
 
 
 

Particulars Amounts 

 
Operating profit 

13,91,11,825 

 
Increases loans advances 

44,72,029 

 
Proceeds from unsecured 

loans 

 
3,37,44,458 

 
Interest received 

58,73,694 

 

Graph: 4.5 
 

INTERPRETATON: 

During the year the 2016-17 operating profit, increases loans advances, proceeds from 

unsecured loans, and interest received by others during the year 2016-17, operating profit 

13,91,11,825which is comparatively lower than the previous year. Increases loans& advances 

Rs 44,72,029. which shows increases in the year. Proceeds unsecured loans Rs 3,37,44,458 

and Interest received which shows decreased to the previous year Rs 58,73,694 
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Cash out flow for the year 2016-17 

Table: 4.6 
 

Particulars Amounts 

Purchase of assets 6,82,74,126 

Purchase of investment - 

Increase inventories 5,61,88,140 

Interest paid 47,403,840 

 

Graph:4.6 
 

 
INTERPRETATON: 

During the year of the 2016-17 purchase of assets, purchase of investments, increase 

inventories, interest paid. The year 2016-17 the inventories Rs 5,61,88,140 which in 

comparatively decreases during the year. Purchase assets Rs Nill. which is also shown 

increases comparatively in previous year. And interest paid Rs 61,49,000 and purchase of 

investments increased in previous year. 
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TABLE: 4.10Cash flow statement year of 2017-18 of 

ANANTHA LAKSHMI SPINNING MILLS PVT LTD. 

 
Particulars 

 For the year 

ended 

2017-18 

 
A.CASH FLOW FROM OPERATING 

 RS 

ACTIVITIES Net Profit as per Profit &  

Loss Account before Prior period 2,65,95,030 

Adjustments  

Adjustments for : 5,50,60,911 

Depreciation for the year 3,75,28,005 

Finance costs (16,89,622) 

Interest income (27,485) 

Dividend Income (3,52,884) 

commission received (1,73,188) 

Profit/loss on forward contracts/underlying 1,70,77,681 

options (2,03,275) 

Profit/loss on foreign exchange fluctuation  

Loss on sale of fixed assets (13,38,15,173) 

Operating profit before changes in  

working capital  

Adjustments for working capital changes: 22,01,32,838 

Increase in inventories (10,57,35,429) 

Increase in trade receivables  

Increase in other current assets (55,97,600) 

Increase in loan & advances (3,65,25,840) 

Increase in liabilities (1,54,12,673) 
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Increase in trade payables  
 
 
 
 
 
 

 
A 

 
 
 
 
 
 
 
 
 
 
 
 
 

 
B 

 
 
 
 
 
 
 
 
 
 
 

C 

88,02,622 

Increase inshort term borrowings (4,77,43,163) 

Cash generated before miscellaneous  

expenses &priorperiod items 13,41,30,684 

Less: income tax paid  

Add: income tax refund (58,78,300) 

 

NET CASH FLOW FROM OPERATING 

57,35,100 

ACTIVITIES 13,39,87,484 

 
B. CASH FLOW FROM INVESTING 

 

ACTIVITIES  

Purchase of Fixed Assets (2,63,94,228) 

Purchase of investments 15,71,940 

Interest received 16,89,622 

Guarantee commission received 3,52,884 

Dividend income 27,485 

Profit/loss on forward contracts/underlying 1,73,188 

options (4,21,931) 

Increase in deposits 
 

 

(2,61,44,920) 
NET CASH FLOW FROM INVESTING  

 

ACTIVITIES  

C. CASH FLOW FROM FINANCING  

ACTIVITIES (3,75,28,005) 
Interest paid - 
Dividend paid (1,70,77,681) 
Exchange fluctuation (5,26,97,683) 
Proceeds from long term borrowings  

 

(10,73,03,369) 
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NET CASH FLOW FROM FINANCING 

 
(A+B+C) 

 
 

5,39,195 ACTIVITIES 

 
D. NET INCRISE/(DECREASE) IN 

 
1,83,54,375 

CASH & CASH EQUIVALENTA  

1,88,93,570  
NETCASHFLOW 

CASH & CASH EQUIVALANTS AS ON  

01.04.2017  

CASH & CASH EQUIVALANTS AS ON  

31.03.2018  
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Cash inflows for the year 2017-18 

Table: 4.7 
 

Particulars Amounts 

 
Operating profit 

 
13,39,87,484 

 
Increases loans advances 

 
3,65,25,840 

 
Proceeds from unsecured loans 

 
5,26,97,683 

 
Interest received 

 
16,89,622 

 
 
 
 
 
 
 

 
 

INTERPRETATON: 
 
 

During the year 2017-18 operating profit, increases loans advances, interest received 

others. The year 2017-18 in this year Rs operating profit 13,39,87,484 which comparatively 

high from the previous year, increases loans advances 365,25,840 which is comparatively 

high from the previous year. Proceed from unsecured loans Rs5,26,97,683 interest received 

RS 16,89,622. 
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Cash outflow for the year 2017-18 

Table: 4.8 
 

Particulars Amounts 

Purchase of assets 2,63,94,228 

Purchase of invite 15,71,940 

Increase inventories 22,01,32,838 

Interest paid 3,75,28,005 

Graph :4.8 
 

 

INTERPRETATON: 

During the year 2017 purchase of assets, purchase of investments, increases 

inventories and interest paid. the year purchase of assets Rs.26,394,228 which is shown 

increases of previous year, inventories Rs 15,71,940 decrease in that previous year. Purchase 

of invite Rs. 22,01,32,838 which shown decreases to previous year. and inters paid 

Rs3,75,28,005 decreases in the previous year. 
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TABLE: 4.13Cash flow statement year of 2018-19 of 

ANANTHA LAKSHMI SPINNING MILLS PVT LTD. 

 
Particulars 

 For the year 

ended 

2018-19 

A.CASH FLOW FROM  RS 

OPERATING ACTIVITIES Net  

Profit as per Profit & Loss Account  

before Prior period Adjustments 1,48,45,826 

Adjustments for :  

Depreciation for the year 5,32,02,123 

Finance costs 3,70,49,727 

Interest income (29,28,855) 

Dividend Income (2,65,506) 

commission received (8,91,400) 

Profit/loss on forward 4,26,125 

contracts/underlying options 82,55,087 

Profit/loss on foreign exchange (8,37,480) 

fluctuation - 

Profit on sale of investments 10,88,55,647 

Loss/(profit) on sale of fixed assets  

Operating profit before changes in (7,46,10,690) 

working capital (7,76,55,299) 

Adjustments for working capital (12,66,14,053) 

changes: 4,426 

(Increase) / decrease in inventories 9,55,15,159 

(Increase) / decrease in trade receivables (2,37,22,032) 
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(Increase) / decrease in other current 

assets 

(Increase) / decrease in loan & advances 

Increase / (decrease) in liabilities 

Increase / (decrease) in trade payables 

Increase / (decrease) in short term 

borrowings 

Cash generated before miscellaneous 

expenses &prior period items 

Less: income tax paid 

Add: income tax refund 

 
NET CASH FLOW FROM 

OPERATING ACTIVITIES 

 
B. CASH FLOW FROM 

INVESTING ACTIVITIES 

Purchase of Fixed Assets 

Purchase of investments 

Interest received 

Guarantee commission received 

Dividend income 

Profit/loss on forward 

contracts/underlying options 

Increase in deposits 

NET CASH FLOW FROM 

INVESTING ACTIVITIES 

C. CASH FLOW FROM 

 
 
 
 
 
 
 

 
A 

 
 
 
 
 
 
 
 
 
 
 
 
 

 
B 

 
 
 
 
 
 
 
 
 
 
 

C 

12,64,73,129 2,82,46,287  
 
 

(33,65,204) 

4,13,10,960 
 

 

6,61,92,043 
 
 
 
 

(65,81,551) 

(2,320) 

29,28,855 

8,91,400 

2,65,506 

(4,26,125) 

(545) 
 

 

( 29,24,780) 
 

 

 
 
 
 

(3,70,49,727) 

(82,55,087) 

(89,05,968) 
 
 
 

 

(5,42,10,782) 
 

 

 
 
 

90,56,481 
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FINANCING ACTIVITIES 

Interest paid 

Exchange fluctuation 

Proceeds from long term borrowings 

 
(A+B+C) 

1,88,93,570 
 
 
 

2,79,50,051 

 
NET CASH FLOW FROM 

FINANCING ACTIVITIES 

 
D. NET INCRISE/(DECREASE) IN 

CASH & CASH EQUIVALENTA 

 
NETCASHFLOW 

CASH & CASH EQUIVALANTS AS 

ON 01.04.2018 

CASH & CASH EQUIVALANTS AS 

ON 31.03.2019 
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Cash inflow from the year 2018-19 

Table : 4.9 
 
 
 
 
 

 
Particulars Amounts 

Operating profit 6,61,92,043 

Interest income on fixed 

deposits 
545 

Proceeds from unsecured loans 89,05,968 

Interest received 29,28,855 

Graph :4.9 
 

 

INTERPRETATON: 

During the year 2018-19 operating profit increase loans and advance, process from unsecured 

loans and interest received by other and also operating profit 6,61,92,043 which or 

comparatively heighten than the previous year decreases loans and advances is Rs.545 which 

shahs decreases in the year process unsecured loans Rs.89,05,968 interest revised which 

decreased to the proves years Rs.29,28,855 

 

Cash outflow from the year 2018-19 
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Table : 4.10 
 
 
 

Particulars Amounts 

Purchase of assets 65,81,551 

Loss of fixed assets - 

Increase sundry debtors - 

Interest paid 3,70,49,727 

 

Graph :4.10 
 

 

INTERPRETATON: 

During the year 2018-19 purchase of assets 6581551 and also loss of fixed assets Rs Nill. 

increases interest paid Rs 370,49,727 but sundry debtors on Rs. Nill 
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OPERATING PROFITS 
 

Table : 4.11 
 
 
 
 
 

Years Operating profits 

2014-15 10,47,49,055 

2015-16 17,45,51.329 

2016-17 13,91,11,825 

2017-18 13,39,87,484 

2018-19 6,61,92,043 

 

Graph :4.11 
 

 

INTERPRETATON: 
 
 

The above diagram during the study functions on operating profits. 2014-2017 High level 

profits 17,45,51,329 but 2017-18 the operating activity are decrease 6,61,92,043. 
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Table : 4.12 
 

 
Years INVESTING ACTIVITIES 

2014-15 27,90,948 

2015-16 15,34,56,512 

2016-17 6,16,78,600 

2017-18 2,61,44,920 

2018-19 29,24,780 

 
 
 

Graph :4.12 
 

INTERPRETATON: 

The above diagram the investing activate activates are decreased 2018-19. But 

2015-16 the investing activity increased 1,53,45,651 
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Table : 4.18 
 
 
 
 

 
YEAR FINANCIAL ACTIVITIES 

2014-15 23,59,10,363 

2015-16 56,62,395 

2016-17 11,34,73,275 

2017-18 10,73,03,369 

2018-19 5,42,10,782 

 

GRAPH : 4.13 
 

 

INTERPRETATON: 

The above the financing activity 2014-15 increased 2016-17 there is no financing 

activity but 2015-16 the financing activity are decreased 5,66,239 
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FINDINGS 

 
• Financial Activities are fluctuated because of payment of Dividend and sale 

of Equity shares. 

• Investment activities are fluctuated because of purchase of plant, 

machinery, sale of land and building. 

• Received cash from the person who owe to us. 

• Cash flows are fluctuated when debtors are increased. 

• Financial activities are fluctuated because of repayment of debt and decrease 

in creditors. 

• This study revealed that Net profit of Anantha Lakshmi Spinning Mills Pvt 

Ltd. during the year 2014-15 net profit is very high Rs. 17,45,51,329 

 
• It is observed that the financing activities of cash flows of Anantha Lakshmi 

Spinning Mills Pvt Ltd. are fluctuated because of increased loans from 

banks & institutions. 

 
• It is observed that the cash inflow operating activities were fluctuating the 

during the study period 2015-2019. 
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SUGGESTIONS 
 
 

• It is recommended by using various cost control measures, the company has 

to reduce cost of production. 

• The operating efficiency should be increased and this can be done in two 

ways. First Antha Lakshmi Spinning Mills Pvt Ltd has to concentrate on 

increasing sales and secondly it has to try and eliminate wastage in 

manufacturing the products. By improving in the two areas it can improve  

its efficiency. 

• It is suggested that, the company has to focus on reducing its current 

liabilities to improve its business. 

• Current liabilities can be reduced by utilizing the reserves in a proper way. 

• The company has to take proper measures to recollect the bad debts. 

• It is recommended that the Net profit margin ratio is satisfactory in the 

company of Antha Lakshmi Spinning Mills Pvt Ltd. so it suggested that the 

company has to take necessary steps for improving the net profits. 

 
• To utilization of existing plant the company has to increase the production 

as well as turnovers. 

 
• It is suggested that the company liquidity position is good, the same pattern 

will be continuing in the future. 

 
• The company can take term loans from banks to acquire fixed assets and to 

expand the business. 



69  

• The company can take working capital loans from banks. 
 

• It is advised that the company has to prepare strategies for expanding the 

operations. 
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CONCLUSION 
 
 

The company under the study of Antha Lakshmi Spinning Mills Pvt Ltd. the cash flow 

basis during study period 2015-2019 has been used effectively in purchasing of assets 

therefore the financial position of the company was in good conditions. The company fixed 

deposits are raised from the inception, it give the other income i.e. interest on fixed deposits. 

Increasing the fixed assets is very important because of the profits point of view the company 

has to increase the fixed assets. In the year 2015-16 decreased the funds RS: 10,47,49,055. 

But financial position of the company was in good condition and effective maintain cash 

operating activity. 
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Table-4.1 
Balance Sheet of Sri Anantha Lakshmi Spinning Mills Pvt Ltd as on 2015 

 

Particulars 2014 2015  

Sources of Funds    

→ Share capital 1,30,00,000 1,30,00,000  

Reserves &Surplus 13,51,67,525 13,02,70,036  

→Loan funds    

Secured loans 46,52,13,017 39,03,64,244  

Unsecured loans 17,55,51,214 19,92,39,493  

→Deferred tax liability 55,23,622 57,69,209  

 79,44,55,378 73,86,69,982  

Application Funds    

I. Fixed Assets    

Gross 70,33,48,927 71,15,51,528  

(Depreciation) 7,12,09,082 10,54,78,021  

Net block 63,21,39,845 60,60,73,507  

II. Investments 37,19,965 29,83,165  

III. Current Assets, Loans& Advances    

Inventories 17,22,56,321 18,79,34,012  

Sundry Debtors 2,49,37,024 2,68,60,540  

Cash &Bank balances 3,34,65,753 60,59,037  

Other current assets 2,86,56,816 4,86,79,846  

Loans & Advances 1,49,28,012 1,17,23,019  

 27,42,43,926 28,12,56,454  

(-)Current Liabilities & Provisions 11,56,48,358 15,16,43,144  

Net current assets 15,85,95,568 12,96,13,310  

Total 79,44,55,378 73,86,69,982  
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Table-4.2 

Balance Sheet of Sri Anantha LakshmiSpinning Mills Pvt Ltd as on 2016 
 

Particulars 2015 2016 

Sources of Funds   

→ Share capital 1,30,00,000 1,30,00,000 

Reserves &Surplus 13,02,70,036 15,11,36,957 

→Loan funds   

Secured loans 39,03,64,244 37,94,75,270 

Unsecured loans 19,92,39,493 19,30,40,880 

→Deferred tax liability 57,69,209 62,47,531 

 73,86,69,982 74,29,00,638 

Application Funds   

I Fixed Assets   

Gross 71,15,51,528 72,61,14,635 

(Depreciation) 10,54,78,021 14,50,33,137 

Net block 60,60,73,507 58,10,81,498 

Capital Work-in-progress 59,399 51,65,550 

II Investments 29,83,165 29,83,165 

III CurrentAssets,Loans&Advances   

Inventories 18,79,34,012 23,98,80,075 

Sundry Debtors 2,68,60,540 3,59,92,686 

Cash &Bank balances 60,59,037 71,50,276 

Other current assets 4,86,79,846 6,96,40,943 

Loans & Advances 1,17,23,019 1,25,29,745 

 28,125,56,454 36,51,93,725 

(-)Current Liabilities & Provisions 15,16,43,144 21,15,23,300 

Net current assets 12,96,13,310 15,36,70,425 

Total 73,86,69,982 74,29,00,638 
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Table-4.3 

Balance Sheet of Sri Anantha Lakshmi Spinning Mills Pvt Ltd on 2017 
 

Particulars 2016 2017 

Sources of Funds   

→ Share capital 1,30,00,000 1,30,00,000 

Reserves &Surplus 15,11,36,957 19,42,00,158 

→Loan funds   

Secured loans 37,94,75,270 47,86,82,475 

Unsecured loans 19,30,40,880 8,15,95,729 

→Deferred tax liability 62,47,531 55,23,988 

 74,29,00,638 77,30,02,348 

Application Funds   

I Fixed Assets   

Gross 72,61,14,635 73,89,03,208 

(Depreciation) 14,50,33,137 18,24,91,726 

Net block 58,10,81,498 55,54,11,482 

Capital Work-in-progress 51,65,550 18,55,829 

II Investments 29,83,165 29,83,165 

III CurrentAssets,Loans&Advances   

Inventories 23,98,80,075 23,69,75,732 

Sundry Debtors 3,59,92,686 3,62,58,591 

Cash &Bank balances 71,50,276 1,39,98,934 

Other current assets 6,96,40,943 9,36,87,132 

Loans & Advances 1,25,29,745 1,08,64,119 

 36,51,93,725 39,17,84,538 

(-)Current Liabilities & Provisions 21,15,23,300 18,00,32,666 

Net current assets 15,36,70,425 21,17,51,872 

Total 74,29,00,638 77,30,02,348 
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Table-4.4 

Balance Sheet of Sri Anantha Lakshmi Spinning Mills Pvt Ltd as on 2018 
 

Particulars 2017 2018 

Sources of Funds   

→ Share capital 1,30,00,000 1,30,00,000 

Reserves &Surplus 19,42,00,158 34,59,01,071 

→Loan funds   

Secured loans 47,86,82,475 42,91,26,132 

Unsecured loans 8,15,95,729 8,33,86,203 

→Deferred tax liability 55,23,988 4,21,51,888 

 77,30,02,348 91,35,65,294 

Application Funds   

I Fixed Assets   

Gross 73,89,03,208 77,25,53,600 

(Depreciation) 18,24,91,726 21,85,01,632 

Net block 55,54,11,482 55,40,51,968 

Capital Work-in-progress 18,55,829 15,50,361 

II Investments 29,83,165 29,83,165 

III CurrentAssets,Loans&Advances   

Inventories 23,69,75,732 32,74,12,543 

Sundry Debtors 3,62,58,591 2,23,61,498 

Cash &Bank balances 1,39,98,934 7,38,91,461 

Other current assets 9,36,87,132 15,15,68,707 

Loans & Advances 1,08,64,119 1,39,66,691 

 39,17,84,538 58,92,00,900 

(-)Current Liabilities & Provisions 18,00,32,666 23,42,21,100 

Net current assets 21,17,51,872 35,49,79,800 

Total 77,30,02,348 91,35,65,294 
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Table-4.5 

Balance Sheet of Sri Anantha Lakshmi Spinning Mills Pvt Ltd as on 2019 
Particulars 2018 2019 

Sources of Funds   

→ Share capital 1,30,00,000 1,30,00,000 

Reserves &Surplus 34,59,01,071 42,45,99,303 

→Loan funds   

Secured loans 42,91,26,132 60,06,91,795 

Unsecured loans 8,33,86,203 5,17,37,891 

→Deferred tax liability 4,21,51,888 4,69,84,472 

 91,35,65,294 1,13,70,13,461 

Application Funds   

I Fixed Assets   

Gross 77,25,53,600 82,77,17,465 

(Depreciation) 21,85,01,632 25,68,13,736 

Net block 55,40,51,968 57,09,03,729 

Capital Work-in-progress 15,50,361 - 

II Investments 29,83,165 29,83,165 

III CurrentAssets,Loans&Advances   

Inventories 32,74,12,543 34,19,06,868 

Sundry Debtors 2,23,61,498 8,30,13,168 

Cash &Bank balances 7,38,91,461 15,60,07,572 

Other current assets 15,15,68,707 21,98,55,601 

Loans & Advances 1,39,66,691 1,62,18,264 

 58,92,00,900 81,70,01,823 

(-)Current Liabilities & Provisions 23,42,21,100 25,38,75,256 

Net current assets 35,49,79,800 56,31,26,567 

Total 91,35,65,294 1,13,70,13,461 
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1.1 INTRODUCTION 

India’s automobile industry is the sixth largest in the world and accounts for 22% of the 

country’s total manufacturing output .In last decade. India has been growing at a faster rate 

on the motorization curve. As a result, urban traffic congestion and the air quality gets 

affected in the all major metropolitan cities and town. 

In India, the transport sector alone contributed around 18% in terms of carbon emission. 

Indian government is trying to move to alternative fuel based vehicle technology. The 

Electric Vehicle (EV) is one of the most feasible alternative solutions to overcome the crises. 

Several automotive companies are slowly venturing into the Electric vehicle space and are 

expanding their portfolio. 

Promoting Electric vehicles through innovative ways can help reduce fossil fuel dependence 

and pollution, and prove to be beneficial for both consumers and the nation in the long run. 

Electric vehicles can have a significant impact on the reduction of greenhouse and pollutant 

gas emissions associated to the transportation sector. The awareness about new products 

among the consumers has an impact on their behaviour in the long term. The consumers with 

knowledge about products develop an attitude towards specific products. 

 Look At E- Auto 

Electric rickshaws (also known as electric tuk-tuks or e-rickshaws or toto) have been 

becoming more popular in some cities since 2008 as an alternative to auto 

rickshaws and pulled rickshaws because of their low fuel cost, and less human effort 

compared to pulled rickshaws. 

They are being widely accepted as an alternative to petrol/diesel/CNG auto rickshaws .They 

are 3 wheelers pulled by an electric motor ranging from 650-1400 Watts . They are mostly 

manufactured in India and China, only a few other countries manufacture these 

vehicles. Battery-run rickshaws could be a low-emitter complementary transport for the low- 

income people, who suffer most from a lack of transport facility, if introduced in a systematic 

manner according to experts. 
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Evaluation of E-Vehicle 

The electric automobile did not easily develop into a viable means of transportation. Research 

waned from 1920-1960 until environmental issues of pollution and diminishing natural 

resources reawakened the need of a more environmentally friendly means of transportation 

.Technologies that support a reliable battery and the weight of the needed number of batteries 

elevated the price of making an electric vehicle. In 1837, Robert Davidson of Scotland 

appears to have been the builder of the first electric car, but it was not until the 1890s that 

electric cars were manufactured and sold in Europe and America. During the late 1890s, 

United States roads were populated by more electric automobiles than those with internal 

combustion engines. 

Development of E-Auto Market in India 

Share of E-Rickshaw Production in India 

 

E-Rickshaw have  now transitioned from being a market entrant in the automobile segment of 

the country to evolve as a leading short distance transport solution. 

Sales of E-Rickshaw Trends in India 

E-Rickshaw has gained market base post 2015 in an established way .Though introduction in 

India did happened on the lines of China in late 2010s but was very sporadic and was not 

spread across. It was the drive to have greener transport industry especially in tier-2, tier -3 

cities the e-rickshaw market is vastly gaining base and is likely to grip on further in coming 

years with the advent of established players in the segment as well. The actual sales value for 

e-rickshaws in India is depicted in Exhibit. 
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Sales of E-Rickshaw in India from 2015-16 to 2017-18 

Why E-Vehicles Matter 

In India, these E-Rickshaws began to gain popularity since 2011.since the time of its 

inception ,people started showing much interest in travelling in these rickshaws because of its 

low cost .In the cities like Delhi, you will see lots of e-rickshaws moving in the city. Also 

,Ola cabs has now introduced e-rickshaws cities and Mahindra, Hero, Okinava has also 

introduced their vehicles in the market. 

 Look At The Advantages Of E-Autos 

Big cities in India are currently struggling with the pollution and the Govt. Is taking strong 

measure to overcome this by introducing new rules and regulations for diesel vehicles .With 

the current scenario we can predict that in near feature e-rickshaws are going to be preferable 

mode of public transportation and it is may replace fuel operated rickshaws. 

The Features of E-Autos 

 Eco-Friendly 

 Less Expensive 

 No sound pollution 

 Low maintenance 

 Safety 
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Meaning and Definition of consumer behaviour 
Consumer behaviour is the study of how individual customers, groups or organizations select, 

buy, use, and dispose ideas, goods, and services to satisfy their needs and wants. It refers to 

the actions of the consumers in the marketplace and the underlying motives for those actions. 

Marketers expect that by understanding what causes the consumers to buy particular goods 

and services, they will be able to determine—which products are needed in the marketplace, 

which are obsolete, and how best to present the goods to the consumers. 

The study of consumer behaviour assumes that the consumers are actors in the marketplace. 

The perspective of role theory assumes that consumers play various roles in the marketplace. 

Starting from the information provider, from the user to the payer and to the disposer, 

consumers play these roles in the decision process. The roles also vary in different 

consumption situations; for example, a mother plays the role of an influence in a child’s 

purchase process, whereas she plays the role of a disposer for the products consumed by the 

family. 

Nature of the consumer behaviour 

1.Influenced  by various factors as follows 

 Marketing factors such as product, price, place, promotion, packaging, positioning, 

distribution. 

 Personal factors such as age, gender, education, income. 

 Psychological factors such as buying motives, perception of the product, attitude 

towards the product. 

 Situational factors such as physical surrounding at the time of purchasing the product. 

 Social factors such as social status, reference groups and family.. 
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The Concept of Consumer Perception 

The Business Dictionary defines consumer perception as a “marketing concept that 

encompasses a customer’s impression, awareness or consciousness about a company or its 

offerings. Typically, customer perception is affected by advertising, reviews, public relations, 

social media, personal experiences, and other channels.” 

The truth is that everything affects customer perception, from the way you position your 

product vertically and horizontally on a shelf, to the colours and shapes you use in creating 

your logo. Even things outside of your control, which may seem innocuous, such as the time 

of the day when your customer interacts with your brand - even this will affect consumer 

perception. Your customers might have a positive perception of you if they come across your 

products and your niche during a certain time of the day, but they may hold a negative 

perception at another time of day. This dual perception might not have anything to do with 

you; some people are not morning people, and the worst time to try to sell 'not-

morning' people is in the morning hours, especially before they’ve had breakfast and coffee. 

You would do better to catch them right after dinner, when they’re relaxed. Other people 

simply can’t concentrate on anything in the evening, and would rather that you had caught 

their attention in the morning. Others are somewhere in between, preferring that you reach 

them during the main part of the day. So, as you can see, something as harmless as calling at 

the wrong hour or showing a potential customer the right colour at the wrong time and at the 

wrong place, might reward you with a significant number of customers in at one time of day 

but a disappointing result at a different time of day. 

What is Consumer Decision Making Process 
Consumer decision making process involves the consumers to identify their needs, gather 

information, evaluate alternatives and then make their buying decision. The consumer 

behaviour may be determined by economic and psychological factors and are influenced by 

environmental factors like social and cultural values. 

 Need recognition  

 Search for information 

 Evaluation of alternatives 

 Purchase decision  

 Post purchase decision 
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Central Government Budget on Electric Vehicles 2019-2020 

Union Budget 2019: Finance Minister Nirmala Sitharaman in her maiden Budget 2019 

speech on Friday announced additional income tax exemption of Rs 1.5 lakh for people 

buying electric cars on loan. This amounts to a total benefit of around Rs 2.5 lakh to the 

taxpayers over the period of purchase. 

She also said the Goods and Services Tax (GST) on electric vehicles would soon be reduced 

from 12 per cent to 5 per cent. Both these decisions is likely to give a boost to green mobility 

in India. 

"In order to incentivise the purchase of the electric vehicle by an individual, it is proposed to 

provide a deduction of an amount up to Rs 1,50,000 for interest paid on loan taken for the 

purchase of the electric vehicle. The loan is required to be taken on or before 31st March, 

2023," said the Finance Minister.  

To make India a global manufacturing hub for electric vehicles, Sitharaman said the 

government had taken several initiatives. The government has already asked the GST Council 

to lower the tax rate on electric vehicles from 12 per cent to 5 per cent, she said, adding that 

customs duty was also being exempted on certain parts of electric vehicles. 
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Need for the Study 

Consumer behaviour plays a major role for the understanding customer  in modern market 

scenario .The main purpose behind the study was to how the auto drivers think or shows 

attitude towards E-Autos and provide the valuable information regarding Electric Autos. The 

purpose of consumer behaviour is not only retain the customers but also attract the new 

customers. The level of consumer satisfaction decides the success of any company. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 8 

Scope of the Study 

The scope of the study is to understand the Boom of E-Autos in Vijayawada city .and the 

awareness of the Auto drivers towards E-Autos should be studied for the growth of the sales 

of E-Autos. 
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Objectives Of the Study 

 To understand the technology benefit of E-Rickshaw. 

 To study factors which influence the respondents to purchase a vehicle. 

 To understand the challenges and opportunities for E-Auto’s. 

 To study the perception and expectations of the respondents regarding technologies in E-

auto. 

  To find out the Awareness of consumer about E-Autos. 

  To find out the factors influencing the sales of E-Autos. 
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Methodology of the Study 

Data is the information collected from various sources .it is concerned with gather the 

accurate and proper knowledge about there problem that is in hand .formally there are 2 types 

of gathering information namely primary data and secondary data. 

Data Collection Mode 

Two methods have been used to collect the relevant data are essential to for the stud ,they are 

Primary Data 

Data is collected to obtain desired information through specific structure of the questionnaire. 

Secondary Data 

It is obtain or complied through ,  books, magazines, newspapers, internet etc. 

Sampling Plan 

A small selection of the large group which is taken for interviewing it is the sampling. A 

sample is taken representative and adequate which gives the proper information. In order to 

study the Perception of Autowala’s Towards The E- Autos the following sampling techniques 

are used. 

Tools of Data Collection 

Data for this study is collected from both primary and secondary data. The primary data is 

collected through a structured questionnaire which was prepared to interview the respondents. 

The secondary data was collected through discussion with officials of the distributors of e- 

vehicles to get the general information, data was also collected from newspapers, books, 

magazines, and internet etc...... 

Sample Size 

A sample size of Two hundred and fifty was taken in order to study the respondents profile. 

Sampling Unit 

For this survey the target population consisted of Auto drivers in Vijayawada city. And 
instrument of data collection is Questionnaire. 

Sampling Technique 

A simple random technique was adopted to select the representative sample from the sample 
unit. 
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Limitations of the study 

Limitations of the study are follows 

 It was difficult to find the respondents as they were busy in their schedules ,and The 
collection of data was very difficult. 

 Therefore the study has been carried out based on availability of respondents. 

 Some of the respondents were not ready to fill the questionnaire and some of them not 
ready to come out openly. Also the sample size of 250 may not truly represent whole 
population. 

 Time pressure on the part of  respondent  and interviewer. 

  Respondent’s  inability  to formulate a response. 
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Industry profile  

The face of auto industry that was redefined with the invention of fuel-efficient four stroke 

engine technology is all set to dawn of a new era in three wheeler industry. Its not petrol or 

diesel or any other fuel, but its electricity that have initiated a revolution in three wheeler 

industry in India. 

Indian three wheeler industry has embraced the new concept of Electric autos and Electric 

Tuk-Tuks that are very popular mode of transport in the developed transport system in urban 

areas, higher running maintenance cost of vehicle, the electricity charged autos or rickshaws 

have very bright future in area of the public transportation. 

“It is estimated that India’s fossil fuel dependency on other countries currently from 70% to 

82% in 2012.if we can have three lack of electric vehicles on the roads by 2020, including 

two wheelers ,cars ,this could result in a reduction of over 16 lakh metric tons of CO, NOx 

and HC by 2020 ,saving over of Rs 3,700 crore in foreign exchange and significant health 

costs in savings”. 

Economic conditions around the world have been very encouraging .Global growth is 

increasing year by year. While the Chinese economy is growing around 10% with any signs 

of slow down , the Indian economy is also continuing to grow at more than 8%. In the 

coming years, and Indian economy will becoming owning to the heavy demand on 

infrastructure. Energy sector is growing by leaps and bounds as it is receiving the highest 

attention of both state governments and central government. 

India has moved from an agrarian economy to a manufacturing economy. The manufacturing 

sector now contributes around one-fourth of the total GDP and the industrial out put has 

crossed USD 65 Billion in value. Global steel production is continuing its growth. In spite of 

some of control measures adopted by Chinese government the crude steel registered an 

impressive growth and has crossed 450 million tons. India is also witnessing a huge growth in 

steel production and it is expected that steel industry will continue to grow by more than 12% 

per annum. 

Sustainable economic growth of India as well as the rest of the world will resources account 

for 60% of the world’s energy. The growth of the consumption of oil and natural gas in the 

past has been such that the consumption has been doubling every 15 years. This trend is 

likely to continue and will lead to complete depletion of natural resources in next 30 years . 
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The transportation sector which consumes a large share of energy resource of the country also 

contributes significantly towards pollution. So the main mission is to provide vehicles which 

are emission free, which do not use petroleum products and which are inexpensive to acquire 

and operate. 

Economic and environmental forces are frequently pitted against each other and many a times 

the financial cost of environmentally friendly technologies and goods is so high that one has 

to strikes a balance or look for government subsidies.  

Most of people are not aware of how long electric autos have been around you might think its 

something new since the recent fuel shortage and cost spikes we all hate, or even because of 

global warming and the whole go green awareness. 

Electric rickshaws (also known as electric tuk-tuks or e-rickshaws or toto) have been 

becoming more popular in some cities since 2008 as an alternative to auto 

rickshaws and pulled rickshaws because of their low fuel cost, and less human effort 

compared to pulled rickshaws. 

They are being widely accepted as an alternative to petrol/diesel/CNG auto rickshaws .They 

are 3 wheelers pulled by an electric motor ranging from 650-1400  Watts. They are mostly 

manufactured in India and China, only a few other countries manufacture these 

vehicles. Battery-run rickshaws could be a low-emitter complementary transport for the low- 

income people, who suffer most from a lack of transport facility, if introduced in a systematic 

manner according to experts. 

The electric automobile did not easily develop into a viable means of transportation. Research 

waned from 1920-1960 until environmental issues of pollution and diminishing natural 

resources reawakened the need of a more environmentally friendly means of transportation 

.Technologies that support a reliable battery and the weight of the needed number of batteries 

elevated the price of making an electric vehicle. In 1837, Robert Davidson of Scotland 

appears to have been the builder of the first electric car, but it was not until the 1890s that 

electric cars were manufactured and sold in Europe and America. During the late 1890s, 

United States roads were populated by more electric automobiles than those with internal 

combustion engines. 
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Importance  

Electric vehicles are predicted to be the next disruptive market force for transportation and 

technology. They have the potential to revolutionize how energy is used, created and 

redirected.Electric vehicles are one solution to the negative environmental impact of 

conventional vehicles. However, they have also proven to have many more benefits to 

society.The advent of electric cars has called for an improvement in overall energy usage and 

generation. They have shown how important it is to find alternate sources of fuel and they 

can positively affect the environment and society as a whole. 

Read on below to find out the benefits of electric vehicles, and why they’re so important. 
 

Less Greenhouse Emissions 

One of the primary reasons for the introduction of electric vehicles into the market is the 

concern over greenhouse gas emissions and their contribution to global warming. The 

purpose of creating electric vehicles that reduced or eliminated exhaust emissions was to help 

combat this issue.The greatest impact of reduced carbon emissions is in urban areas, where 

millions of people drive cars.Decreased air pollution due to the elimination of the exhaust 

pipe in electric cars promotes sustainable mobility. This in turn greatly reduces the negative 

impact of transportation needs on the atmosphere.In addition, even if all the electricity 

fuelling an electric car is produced using fossil fuels, it will still be less polluting  than a gas 

car. 

Better for the environment 

Overall, electric vehicles are significantly cleaner and safer for the environment than 

traditional gas vehicles. Electric vehicles don’t require drilling for oil (for fuel). Furthermore, 

they don’t release tailpipe exhaust and they are super quiet too.The greatest risk to the 

environment from gas-powered cars has been air pollution and depletion of the ozone layer 

from emitted chemicals. Not to mention the oil and radiator chemicals that occasionally leak. 

These chemicals seep into the soil and water supply thus harming plants, wildlife and 

eventually humans. 

 
While the metal parts of electric vehicles are not completely environmentally friendly and 

must be disposed of in a conscious way, these parts do not cause environmental damage 

while the cars are being used. Parts unique to electric vehicles, like lead or lithium batteries, 
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do not promote smog, air pollution or water contamination either, while in use.As long as 

they are disposed and manufactured in a responsible way, the overall impact of car batteries 

and electric vehicles will be positive on the environment. 

Creates Economic Growth 
Electric vehicles innovation and technology helps grow the economy. Electricity generated to 

fuel electric vehicles and homes must come from somewhere. Often, it comes from oil or coal 

but it can be generated by solar, wind, hydro, nuclear or bio fuel sources. The increased 

demand for a constant and reliable energy source for electric cars allows for the growth of 

renewable sources of energy, like solar and wind. While oil prices fluctuate greatly, the price 

of solar and other renewable sources of energy stay quite constant. In addition, there won’t 

ever be a shortage of solar power, unlike the oil shortages that plaque the world. This means 

that electric vehicle charging stations are more likely to buy electricity from renewable 

energy sources that are consistent and reliable. This is already true with many EV charging 

networks, like the Tesla Supercharger Network. 

Technological Growth 

The increased demand for electric vehicles has encouraged auto makers to get better at 

making them. This encourages innovation and economic growth. To make electric vehicles 

available to more citizens, they have to be more affordable while still maintaining exceptional 

function. This can be achieved by only by improving the technology and materials used to 

make these vehicles. Having more technology that can provide clean energy makes it possible 

to envision clean energy for other vehicles like ships and jets. Electric vehicles have 

introduced a future in which green technology is in high use and demand. Because they are 

not perfect, people will keep pushing against them. In turn, car and energy engineers will be 

motivated to progress with the technology until electric vehicles are truly making the impact 

they were promised to make. New challenges and questions, such as what to do with old 

electric vehicles batteries, only fuel more discovery and learning and thus more solutions. 

The battery, the primary component of electric vehicles, is a top concern among critics 
because they have a limited lifespan.  
 
Opportunities  
For many, the government’s electric vehicle (EV) thrust and the ensuing disruption could not 

have come at a worse time. 2019 has been a dampener for overall internal combustion-engine 

(ICE) vehicle sales,  given that it recorded the steepest fall in 19 years with sales of vehicles 

across categories dipping 18.71 per cent. However, the government’s intent is noble and its 
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hurry understandable. India, whose 14 cities count among the world’s 20 most polluted, 

wants to tackle pollution on a war footing. 

At a macro level, the government is worried about climate change, surging pollution and 

crude oil import bill. Battery-run EVs with zero tail-pipe emission are emerging as a good 

alternative to ICE vehicles. Hence, the government is deploying a carrot-and-stick strategy to 

nudge auto sales towards EVs. 

Government Boost 

The move to electric mobility has always been the priority of the Narendra Modi government, 

keeping in mind India’s commitment to reduce its carbon footprint by a third from 2005 

levels. NITI-Aayog is striving to curtail ICE 2-wheelers under 150cc by 2025 and 3-wheelers 

by 2023. Nearly 80 per cent of all vehicles sold in India are 2- and 3-wheelers. 

In her maiden budget, Finance Minister Nirmala Sitharaman has made switching to EVs a 

priority. She has allocated Rs 10,000 crore to the Faster Adoption and Manufacturing of 

Electric Vehicles (FAME II) scheme. EV policy is headed in the right direction with the 

framework linking subsidy to higher level of localisation. “FAME II has a 2-pronged 

approach: it promotes strong localization and motivates people to buy good quality products. 

The government is offering a subsidy of Rs 10,000 per KW of the battery, for locally-

procured battery. By March 2020, motor will also have to be procured locally to be eligible 

for any subsidy,” shares Ravneet Phokela, Chief Business Officer, Ather Energy. The 

government also announced income tax rebates of up to Rs 1.5 lakh to customers on interest 

paid on loans to buy EVs, with a total exemption benefit of Rs 2.5 lakh over the entire loan 

period. 

EV Franchise Becomes Hot 

While the immediate effect on prices of EVs is not phenomenal, the government push has 

already created an inquisitiveness and awareness among the consumers. “Price of the entry-

level electric scooters has come down by Rs 2000-9000, which is a direct benefit to 

consumers. This has generated a great level of customer interest. We are getting over 2000 

queries in a week from people interested in buying EVs or starting a dealership,” shares 

Kshitij Kumar, Co-Founder, Goreen e-Mobility. The Noida-based company has 50 dealers 

across 13 states with major concentration in South India with 25 dealerships. 
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While the price drop brings end-customer price a bit closer to ICE vehicles, EV players are 

highlighting the total cost of ownership (TCO) benefits to close the gaps. “Customers are 

now realizing that TCO of EVs is far less than the ICE vehicles. A petrol scooter runs at Rs 2/ 

km against Rs 0.30/km for an electric scooter, saving Rs 1.7/ km. If we run 10,000 km in a 

year, we will be able to recover an additional Rs 25,000 spent on EVs in 14-15 months.  

Charging Opportunity in the Offing 

EVs are opening up many new business models with charging infrastructure and battery 

storage being the prominent ones. “The FAME II offers Rs 1000 crore as incentives to set up 

charging stations across India. Under the scheme, the government is proposing to set up 2700 

charging stations across the country, ensuring at least one station in a grid of 3 square km,”. 

Realizing the opportunity, various players are venturing into this space. Companies like 

Panasonic have aggressive plans to strengthen the charging infrastructure. Panasonic is 

targeting to set up around one lakh charging stations for EVs across 25 top Indian cities by 

2024. It is planning to set up mini charging stations across cities like Delhi, Pune, Bengaluru, 

Chennai, Amaravati, Hyderabad, Gurugram, Noida and Ghaziabad. The charging facilities 

will be set up at petrol pumps, malls, and parking lots. “We have deployed our solutions in 

Delhi NCR. We aim to expand to 25 cities in the next five years targeting approximately one 

million vehicles including commercial 2- and 3-wheelers and EVs which don’t have access to 

the domestic electric supply,” shares Atul Arya, Head, Energy Systems Division, Panasonic 

India. 

Moving Ahead 

With government push and influx of startups, EV market is indeed a hot segment to invest in. 

From buses to cars, 2-wheelers to 3-wheelers, companies across the spectrum are drawing out 

their EV plans. Further, companies like Tesla and China’s Contemporary Amperex 

Technology and BYD Co, are creating a charged environment with their interest in the Indian 

government’s plan to build large factories to make lithium-ion batteries at an investment of 

about Rs 50,000 crore. India is the world‘s largest 2-wheeler market, and a leading market for 

three-wheelers. With over 99 per cent of the total EV sales coming from 2- and 3- wheelers 

segment, the future outlook remains strong for these segments. 

Not to be left behind, 4-wheeler companies like Tata Motors, Maruti Suzuki and Hyundai 

Motors are readying their EV models for 2020 launch. In fact, after launching India’s first 
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long-range electric SUV Kona, Hyundai is planning to develop a new EV platform for the 

mass market with a $200-million investment. New entrants like the Chinese MG Motors and 

Korean Kia Motors are exploring EV launches to gain a toehold on Indian roads. 

Challenges Faced 

Charging infrastructure 

The charging infrastructure for electric vehicles in India has not been fully developed yet. 

There have been initiatives to set up community charging stations, as in the case of Plugin 

India facilitated charging stations. News reports have indicated about plans to provide solar-

powered charging points at the existing fuel stations of the country. Charging infrastructure, 

mainly setting up of level 2 charging at public level shall be the toughest challenge in terms 

of service integration for India. For normal charging, the charging time poses a serious 

problem as it ranges from 6 to 8 hours whereas for fast DC charging; cost & high renewable 

energy are the biggest factors which could pose a problem. It is also assumed that 10% of the 

charging infrastructure required in India shall be composed of fast charging station and rest 

90% shall come from level 2 public charging setups.  On 22 May 2018 Ather 

Energy launched its charging infrastructure service in Bangalore called Ather Grid, with each 

charging station called 'Point'. The service is open to all electric vehicles but has been 

deployed where Ather plans to launch its own electric scooter.  

Cost 

The cost of EVs is very high mainly due to the cost of Li-ion cells. The battery packs are 

imported and cost a lot, about $275/KWh in India. This combined with the GST of 28% and 

the lack of lithium in India, further increase the cost of batteries. Most EVs in India provide a 

range of 110 km and cost between Rs 6-8 lakhs which doesn't give any cost advantage 

compared to higher range cars in the same price range.  

 

 

 

 

https://en.wikipedia.org/wiki/Ather_Energy
https://en.wikipedia.org/wiki/Ather_Energy
https://en.wikipedia.org/wiki/Bangalore
https://en.wikipedia.org/wiki/Goods_and_Services_Tax_(India)
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Theoretical Frame Work 

 Consumer Perception is a process through which people select, organise and interpret 
sensations. 

When we choose among competing options the sensory experiences we receive from 

products and services become larger priority .Colours can be correlated or may even 

influence our emotions more directly. Odours can stir emotions or create a calming feeling. 

They can invoke memories or relieve stress. We are bombarded with the sound of voices and 

music (some good, some painful) all the time – but now advertisers can be more selective 

about just who hears what they have to say. 

Common observation tells us that the effect of touch on consumer behaviour is important, 

although scientists have done relatively little research on this sensory channel. To influence 

clients when making their choices, understanding and managing brand equity comes from 

achievement in brand management which makes strong attributes. 

According to Ailawadi et al., (2003), this has led to various points of view on brand equity 

dimensions, the factors that affect it, the perspective from which it should be studied as well 

as how to measure it. Brands are regarded as an important source of capital for most business. 

Low and Lamb Jr (2000) stated that when it comes to service market, the main brand is the 

firm’s brand while in packaged goods market, the main brand is the product brand. A 

powerful brand enhances a customer’s attitude and also the strength of the product 

association of that brand. With the experience of the product attitude strength is developed. 

Factors influencing consumer perception of a brand 

Figure 3.2 Factors Influencing Brand Perceptions 
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Kotler (2005) says that perception is a process through which information is received, 

selected, organised and interpreted by an individual. Factors that influence consumer 

perceptions of a brand are: 

• Quality 

This is one of the factors which consumers take into account when making their choice of 
brand. 

According to Uggla (2001), an integrals part of brand identity is quality. 

• Price 

According to McDonald and Sharp (2000) price can be used for brand choice in two ways: 

either by going for the lowest price to escape financial risk or by going for the highest price 

to achieve product quality. 

• Influence by others 

The advices of other people have a strong affect on consumers buying behaviour. However, 

the degree of such affect depends on the situation or individual. Later adapters tend to be 

more influenced than early adapters. Marketers cannot sharpen the influence by othersFor 

example, a consumer wants to buy MacLean, while in the shop he or she comes in contact 

with a friend who says Colgate makes my teeth brighter and whiter. The consumer can be 

forced to buy Colgate. 

• Advertising 

The aim of advertisement is to create awareness. Advertisement is a conspicuous form of 

communication. According to Aaker (2000), to make a brand strong we need to have 

advertising, promotion and packaging to embrace regular positioning strategy over a period 

of time. Some ways of reaching and communicating with the consumers is with the help of 

advertising through television, cinema, radio, bill board etc. 

• Packaging 

The process of designing the cover of a brand/product is called packaging. According to 

Kotler et al (2000), packaging is a type of advertisement that sales duties such as attracting 

consumers, describing and selling the product. 
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• Convenience 

According to Lin and Chang (2003) on consumer and easy access to brand/product in store 

when buying low involvement product convenience of a brand has a significant effect. 

Conceptual domain of consumer –based on brand equity  

Brand awareness 

The degree of consumers’ familiarity with a brand is referred as Brand awareness. Aaker 

(2000) and Keller (2002) said that a vital element of brand equity is brand awareness. 

According to Rossiter and Percy (2000), to distinguish a brand amongst other brand is the 

ability of consumers. Keller (2002) said that brand awareness comprises of brand recall and 

brand recognition. He also said that when the product class is made known brand recall is the 

ability of consumers to remember a brand from their mind. Keller (2002) said that “brand 

recognition may be more important to the extent that product decisions are made in the 

store”. According to Rossiter et al (2000) brand attitude and intention to purchase a product 

can only be developed through brand awareness. Aaker (2000) said that there are three levels 

of brand awareness:Brand recognition which is the ability of consumers to identify a certain 

brand amongst others i.e. “aided recall”. Aided recall is a situation whereby a person is asked 

from a list of brands from the same product class to identify a recognized brand name. Brand 

recall is a situation wherein in a product class a consumer is expected to name a brand. As 

they are not given any clue from the product class it is also referred to as “unaided recall”. 

Top of mind is amongst a given class of product the first brand that a consumer can recall. 

Brand awareness in consumer’s choice of brand plays a vital role as an element. Lin and 

Chang (2003) say that the result of their study established that on consumers purchase 

decision the most powerful influence is brand awareness. Hoye and brown as cited by Lin 

and Chang (2003) their study examined the importance of brand awareness in consumers 

decision making process and they found out that brand awareness was a primary factor. Also 

Jiang (2004) found out in his study that consumer’s choice is influenced by brand 

recognition. Brand awareness is conceptualized as consisting of brand recognition and top of 

mind. 
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 Achieving brand awareness 

Aaker (2000) said that there are some factors that will help in achieving brand awareness. 

The company should involve a slogan or jingle which is a visible feature of a brand. The 

slogan and jingle are powerful and can be a great change for a brand and they can be a strong 

link between a slogan and a brand. The product should be different and memorable because 

product differentiation is important as a result of the similarity between product and their 

means of communication. The company should have symbol exposure as a known symbol 

will make it easier to recall and memorize a visible illustration of the brand. A logo which is 

connected to an existing brand or a developed brand will play a vital role in developing and 

keeping brand awareness. Publicity is one of the important ways to create awareness and it is 

done through advertisement. Event sponsorship can also help to create and maintain 

awareness. By considering brand extension one can increase the brand recall as it shows the 

logo or name on the product and makes the name popular. Using cue in terms of packaging 

which is one of the most significant cues to a brand due to the fact that it is what the 

purchaser sees while he is purchasing a product. The only means of contact to the brand or 

product is the package if the product or brand is not known. 

 Brand image 

Engel Blackwell and Miniard (2002) referred to brand image as the combined effect of brand 

association or consumers perception of the “brands tangible and intangible association”. 

Keller (2002) see brand images a perception or association consumers form as a result of 

their memory concerning a product. According to Low and Lamb (2000), brand image is 

emotional perception or reason that consumers place to a particular brand. Therefore, brand 

image is sometimes brought out by advertisement, promotion or users, it does not exist in the 

features, technology or the actual product itself. Brand image enables a consumer to 

recognize a product, lower his purchase related risks, evaluate its quality and derive certain 

experience and satisfaction from product differentiation. Krishnan says that brands with high 

brand equity are prone to more positive brand associations as compared to those with low 

brand equity. Researchers have proposed that brand equity is to an extent driven by the brand 

association composition of the image. According to Keller (2002), favorable, unique and 

strong associations are assumed to provide a positive brand image which will create a bias in 

the mind of consumers which in turn will increase the brand equity. 
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 Perceived quality 

Low and Lamb Jr (2000) said that perceived quality is the perception of the superiority of a 

brand when compared to alternative brand. Zeithamal (2003) defined perceived quality to be 

consumer’s judgment about the whole product superiority or excellence. Like brand 

association, perceived quality provide consumers with value and give them reason to 

differentiate a brand from another. Justified by Researchers such as Carman, Parasuraman et 

al (2003), perceived quality is said to have a positive effect on customers purchase intention. 

In Cronin and Taylor (2003) as cited by Juan Carlos et al (2001) direct effect was not 

significant whereas there was an indirect effect which rose from satisfaction. Taylor and 

Baker (2004) speculated that perceived quality liked with satisfaction has an effect on 

consumers purchase intention. Therefore, perceived quality can be said to be consumer’s 

perception of the superiority of a brand which enables them to differentiate a brand from 

another. 

 Brand loyalty 

Odin et al (2001) stated that brand loyalty can either be behavioural or attitudinal. 

Behavioural loyalty comprises of repeated purchases of the brand. According to Dekimpe et 

al, one advantage of this is that it measures observable behaviours rather than self reported 

deposition or intention. It is easier and cheaper to measure. According to Chaudhuri and 

Holbrooks (2001), attitudinal loyalty can be referred to as the extent of dispositional promises 

with respect to some particular advantages connected with the brand while behavioral loyalty 

has to do with the intention to repeat a purchase. As shown in purchase choice the definition 

of behavioural brand loyalty deals with consumer’s sincere loyalty to a brand whereas the 

definition based on attitudinal perspective stresses on consumers intention to be loyal to the 

brand. It is assumed that consumer understanding of quality is associated with their brand 

loyalty. The more loyal a consumer to a brand, the more he/she is presumed to see the brand 

as a superior quality. The more favorable association’s consumers have towards a brand, the 

more their loyalty. Aaker (2000 2002) classified loyalty as follows: 

• Non- customer: buy the brands of competitors. 

• Price switcher: sensitive to price. 

• Passive loyal: as a result of habit. 

• Fence sitters: indifferent between several brands. 
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• Committed: honestly loyal. 

Consumers base brand equity has influence on consumer perception of brand and favourable 

perceptions of quality are presumed to be developed by consumers. When they have strong 

association and perceived quality of the brand and vice versa, consumers brand awareness is 

presumed to be high. Also when they have strong association with the brand and vice versa, 

consumer’s perceptions about the quality of a brand are presumed to be high. 

How brand awareness affects the perception  

The degree to which consumers in the marketplace are familiar with particular brands is 

brand awareness. Compared with larger competitors' alternatives, which can be backed by 

millions of dollars in advertising, small businesses can find their products at a disadvantage. 

Working to build brand awareness is crucial for small business success and brand awareness 

has a number of distinct effects on consumers' perception of different brands. 

Perception of Quality 

Consumers have a tendency to expect higher quality products than generic products or brands 

they have not seen before by highly advertised brands. In grocery stores, for example, 

consumers are often presented with a mix of options for individual products, ranging from 

highly advertised and recognizable brands to generic products. Even if both brands contain 

the same ingredients or are manufactured in the same factory grocery store shoppers are 

likely to view the higher-priced "name brands" as superior to store brands. 

Presumption of Availability 

Creating a psychological association between well-known brands and easy availability, 

highly advertised brands are most often widely distributed as well. Brand awareness can 

cause consumers to assume they can find a well-known brand in a variety of outlets. Consider 

the. Budweiser brand and the Baltika brand of alcoholic beverages, for example. Consumers 

in the U.S. can safely assume that the highly advertised, highly recognized Budweiser brand 

can be bought at virtually any fueling station, liquor store or grocery outlet. Baltika, on the 

other hand, can only be found in a select few specialty liquor stores in the United States. 
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Brand Name Recall 

Brand awareness is an end goal, but it can also serve as a catalyst for further demand growth. 

A consumer can immediately recall several brands, remember several more with a bit of 

assistance and fail to recognize many that they have likely seen before, for each product 

category. The ultimate goal of brand marketing is to earn a top recall spot in consumers' 

minds. On social media and in a range of settings that serve to spread word-of-mouth 

advertising, a high level of brand awareness can keep your brands coming up in consumers' 

conversations. 

Niche Identification 

With specific consumer groups in such a way that certain brands are seen as marks of pride 

and association in specific groups niche brands with a high level of brand awareness can 

build a sense of identity. The Nike brand, for example, dominated the basketball shoe product 

category with its Air Jordans for more than 20 years. It would be extremely rare to find a 

non-player wearing a pair, virtually every serious basketball player felt that he had to have a 

pair of Air Jordans in the product's heyday to reflect his passion for the sport. 

The Stages of perception in marketing 

When a consumer makes initial contact perception establishes the meaning about a product or 

brand and it is described as consumer information processing. In receiving brand marketing 

communicate messages at this stage all of the senses are engaged. Four distinct stages of 

perception occur during consumer information processing: sensation, attention, interpretation 

and retention. 

Sensation 

Sensation describes what happens when a person's senses are initially exposed to the external 

stimulus of a product. Through sight, sound, smell, taste and texture the sensory receptors of 

a consumer are engaged by product or brand cues. For example, Starbucks engages all the 

senses in its sensory brand marketing. A customer who enters a Starbucks coffee shop may 

hear the sounds and smell the aroma of the grinding of fresh coffee in the store with 

background music and a unique store design round out the experience of the taste of hot or 

cold coffee and food products that can be enjoyed in-store at quaint cafe tables. 

 



 29 

Attention 

To the external stimulus from a product or brand in consumer information processing, 

attention occurs when a person lingers and gives mental processing capacity. Selective 

perception is when a consumer pays attention to messages that are consistent with her 

attitudes, beliefs and needs. The consumer will withdraw attention when a product is 

inconsistent with these factors. 

Interpretation  

From a product or brand marketing interpretation occurs when a person assigns a meaning to 

the sensory stimulus. Comprehension is aided by expectations and familiarity. To retrieve 

previous experiences with the brand or a similar brand a consumer scans his memory. Stage 

when product packaging design contains logos, colours and other elements that are similar to 

national brands that consumers are generally more familiar with store-brand marketing 

frequently capitalizes on the interpretation. 

Retention 

The conclusion of the consumer perception process is the retention stage and it marked by the 

storage of product or brand information in short-term and long-term memory. The 

information about the product or brand into long-term memory is the marketer's goal to 

provide positive stimuli in the proceeding stages that translate into consumers storing. 

Consumer perception theory  

By determining what drives their customers' purchase decisions merchants aim to increase 

their sales. Consumer perception explains consumer behaviour by analyzing motivations for 

buying -- or not buying -- particular items. Three areas of consumer perception theory relate 

to consumer perception theory: self perception, price perception and perception of a benefit to 

quality of life. To marketing and advertising consumer perception applies the concept of 

sensory perception. Just as sensory perception relates to how humans perceive and process 

sensory stimuli through their five senses, consumer perception pertains to how individuals 

form opinions about companies and the merchandise they offer through the purchases they 

make. To determine how their customers perceive them merchants apply consumer 

perception theory. They also use consumer perception theory to develop marketing and 

advertising strategies intended to retain current customers -- and attract new ones. 
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Self Perception 

To explain how individuals develop an understanding of the motivations behind their own 

behaviour self perception theory is made. Self perception by customers relates to values and 

motivations that drive buying behaviour. How self perception shaped consumers' buying 

behaviour is addressed by a study done by researchers at the University of Massachusetts at 

Amherst. The study considered the question on issues such as environmental impact of 

whether consumers believed their buying decisions had a real effect. The researchers 

concluded that in whether or not they placed a priority on socially conscious purchase and 

consumption practices consumers' self perception was a driving factor. When making buying 

decisions than consumers who did not hold similar views of themselves consumers who 

viewed themselves as socially conscious tended to place more weight on issues such as 

environmental impact. 

Price Perception 

Upscale merchants attempt to emphasize quality and value for money to appeal to potential 

customers while mass merchandisers such as Wal-Mart emphasize low prices as an inherent 

virtue. Researchers considered several factors, in determining whether online shoppers would 

make repeat purchases through the same website including price perception – whether 

consumers believed they were being charged fair prices. The researchers concluded that price 

perception strongly influenced whether the customers were satisfied with their purchases and 

whether they would make future purchases. The perceived quality of the merchandise and 

price comparisons with merchants offering similar merchandise, are the two factors that 

shaped price perception. 

Benefit Perception 

Many consumers are familiar with the phrase "It's good, and it's good for you" which is 

frequently associated with food advertising. To determine how nutrition claims associated 

with food affected their perception of that food's nutritional value researchers from Marquette 

University, Louisiana State University and the University of Arkansas surveyed customers. 

The researchers found that especially concerning high nutritional value for foods that are 

traditionally viewed as unhealthy consumers tend to reject general, unsupported claims of 

enhanced nutrition. About the foods they purchase the researchers also theorized that 
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consumers would demonstrate a trend toward applying more scrutiny to nutrition claims and 

would demand more specific information. 
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CHAPTER : V 

DATA ANALYSIS & INTERPRETATION 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 33 

Analysis and Interpretation 

1 .Demographic profile of the respondents 

Table No: 1 

Age Group Number of Respondents Percentage 

15 - 25 08 3.31 

25 - 35 133 55.18 

35 - 45 76 31.53 

45 - 55 21 8.71 

55 - 65 0 0 

     65 - above  0 0 

 

 

Interpretation  

The respondents under the study were 100% Male. The table shows the age of the 

respondents. The study has taken approximately equal number of respondents of 3% from age 

group of 15 – 25, and 55% from age group of 35 – 45, and 8% from the age group of 45 – 55. 

And there were no respondents from the age group of 55 – 65 and above. 
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2. Educational qualifications of the respondents 

Table No: 2 

Education Number of Respondents Percentage 

Primary schooling(1-5) 12 4.9 

Secondary schooling(6-10 

class) 

105 43.56 

Inter / Diploma 124 51.45 

UG/ Bachelors Degree 0 0 

Post graduation or above 0 0 

Illiterate 0 0 

 

 

 

Interpretation  

The table shows the educational qualifications of the respondents .the study has taken 

approximately equal number respondents ,and the majority of respondents from  

Inter/Diploma 51% ,and 43% respondents from secondary schooling(6-10 class),and 4% of 

respondents from primary schooling(1-5 class).there is no respondents from degree , PG and 

illiterate. 
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3. Work experience 

Table No: 3 

Service experience Number of Respondents Percentage 

0-5 years 90 37.34 

5-10 years 122 50.62 

10-15 years 27 11.20 

15-above years 03 1.24 

 

 

Interpretation  

The table shows the work experience of respondents in their respective field, the study has 

taken approximately equal number of respondents and majority of respondents have work 

experience in between (5-10) years I.e. 51% ,and some respondents have in between (0-5) i.e. 

38%. and 12% of respondents have in between (10-15). 
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4. Ownership 

Table No: 4 

Ownership Number of respondents percentage 

Own auto 240 99.58 

Rent auto 01 0.4 

 

 

Interpretation  

The table shows the ownership of the respondents of their vehicles the study has taken the 

approximately equal number of respondents, and the majority of respondents have own autos 

i.e. 240 (99%).and very less amount of respondents don’t have own auto. 
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5. Distance Travelling per Day (in kilometers) 

Table No: 5 

Distance (in kms) Number of Respondents Percentage 

40-60 00 00 

60-80 13 5.4 

80-100 163 67 

100-120 57 23 

120-140 04 02 

 

 

Interpretation 

The table shows the distance travelled by the respondents per a day ,the study has taken the 

approximately equal number of respondents ,and the majority of respondents have to drive 

the distance of in between (80-100) i.e. 67, and some of have drive in between (100-120) 

kilometers . 
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6. Earnings per a day 

Table No: 6 

Daily earnings Number of Respondents Percentage 

200-400 00 00 

400-600 09 4 

600-800 216 89 

800-100 17 07 

 

 

Interpretation 

The table shows the earning of the respondents per a day, the study has taken the 

approximately equal number of respondents, and the majority of respondents have earns in 

between 600-800 per a day i.e. 89 , and some of them earns 800-100 per a day i.e. 7%. 
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7. Type of auto 

Table No: 7 

Type of auto Number of Respondents percentage 

Petrol 00 00 

Diesel 00 00 

CNG(Compressed natural 

gas) 

240 99 

 

 

Interpretation 

The table shows the type of auto used by the respondents, the study has taken the 

approximately equal number of respondents ,and the majority of respondents have drive the 

CNG( compressed natural gas ) based autos there are nearly 240 respondents i.e. 99%. 
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8. Mileage of their vehicle 

Table No: 8 

Mileage Number of Respondents Percentage 

10-20 00 00 

20-30 239 99 

30-40 02 01 

 

 

Interpretation 

The table shows the mileage of vehicles used by the respondents, study has taken the 

approximately equal number of respondents, and the majority of respondents have to get the 

mileage of in between 20-30 kms i.e. 99%. 
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9. Factors influencing purchasing behavior of respondents 

Table No: 9 

Factors Strongly 

agree 

agree Neither 

agree 

Nor 

Disagree 

Disagree Strongly 

disagree 

Price 117 119 03 01 00 

Design 194 59 00 00 00 

Brand image (fast 

moving in the 

market) 

236 05 00 00 00 

Mileage (fuel 

efficiency) 

230 11 00 00 00 

Heavy duty (load 

high pulling 

power) 

239 02 00 00 00 

Performance -high 

pickup 

239 02 00 00 00 

Performance - high 

speed 

232 09 00 00 00 

Interior space 229 12 00 00 00 

Heavy body 206 35 00 00 00 

The maintenance 

cost such as 

servicing 

81 151 02 03 00 

High resale value 31 207 00 00 00 

Environmentally 

friendly 

(low air/ sound 

pollution) 

05 104 132 01 00 
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Interpretation 

The table shows the factors which influence the respondents to buy the E-autos , the study 

has taken the approximately equal number of respondents ,and the majority of respondents 

have to strongly agree that ,to purchase a auto what factors they taking into consideration are 

price, design, brand image heavy duty high performance interior space and heavy body 

structure. 
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10. Awareness level in respondents regarding E-autos 

Table No: 10 

Sources Number of Respondents Percentage 

Newspapers 00 00 

Television 00 00 

Outdoor advertisements 00 00 

Internet 75 32 

Personal communication/ 

through friends from the auto 

field 

229 95 

I don’t get any information 

regarding electric auto 

00 00 

 

 

Interpretation 

The table shows the source of information regarding E-autos, the study has taken the 

approximately equal number of respondents, and the majority of respondents have get the 

information from personal communication from their auto friends i.e. 229 (95%),and as well 

as from the internet sources i.e. (32%),and they don’t get any information from other sources 

except internet and personal communication. 
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11. Rating of advantages for E-auto 

Table No: 11 

Factors Strongly 

agree 

Agree Neither 

agree 

Nor 

Disagree 

Disagree Strongly 

disagree 

Electric autos  

are cheaper 

to purchase 

than 

petrol/diesel 

fueled autos 

20 208 07 01 00 

Electric autos 

are cheaper 

to run than 

petrol/diesel 

autos 

67 169 05 00 00 

Low 

maintenance 

(for service 

/repairs) 

72 79 89 01 00 

No air 

pollution 

234 05 02 00 00 

No sound 

pollution 

222 16 02 01 00 

Easy 

comfortable 

to drive 

09 211 17 04 00 
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Interpretation 

The table shows the rating of advantages of E-auto given by respondents , the study has taken 

the approximately equal number of respondents ,and the majority of respondents have to 

know that E-autos are cheaper in cost, maintenance, and service repairs, and most of us all 

should aware about that E-autos are eco-friendly and don’t have sound pollution. 
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12. Awareness of respondents towards E-auto features  

Table No: 12 

Feature Yes No 

Digital meter 165 76 

Central locking system 01 240 

Cell phone charging unit 196 45 

Reverse camera with screen 02 239 

No requirement of permit 71 170 

No requirement of badge 

license 

74 167 

 

 

Interpretation 

The table shows the awareness level of the respondents towards E-autos, the study has taken 

the approximately equal number of respondents, and the majority of respondents have aware 

the features regarding the digital meter, cell phone charging point. And most of the 

respondents don’t get any information about no requirement of permit and no requirement of 

badge license. 
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13. Disadvantages  

Table No: 13 

Factors Strongly 

agree 

Disagree Neither 

agree 

Nor 

Disagree 

Disagree Strongly 

disagree 

Light 

/delicate 

body 

78 149 14 00 00 

Low pulling 

power 

233 05 03 00 01 

Low pickup 237 01 03 00 01 

Low speed 234 04 03 00 01 

High time 

taking for 

charging 

97 138 06 00 01 

Lack of 

charging 

points 

152 84 04 00 01 

High cost of 

service 

E.g. battery 

replacements 

30 179 32 04 01 

No resale 

value 

08 212 19 02 00 
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Interpretation  

The table shows the disadvantages  of E-autos , the study has taken the approximately equal 

number of respondents ,and the majority of respondents have strongly agree that E-autos have 

low pulling power ,low pickup, lack of charging points ,and they don’t have resale value . 
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14. E-Auto Friend of The Respondents in their respective field 

Table No: 14 

E -auto friend yes no 

- 04 237 

 

 

Interpretation  

The table shows the if the respondents have any friends who have own the E-auto of the 

respondents, the study has taken the approximately equal number of respondents ,and the 

majority of respondents have says that they don’t have friends who own the electric autos 

from their respective field and some of one ,two respondents have the friends and their 

feedback is not satisfied with purchase of e -auto. 
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15. Purchasing behavior of E-autos 

Table No: 15 

Option Number of respondents Percentage 

Will definitely buy 00 00 

Am likely to buy 00 00 

Am considering to buy but 

need further information 

02 0.8 

Definitely won’t buy 238 98 

Can’t say 01 0.4 

 

 

Interpretation 

The table shows the purchase behavior of the respondents of their vehicles the study has 

taken the approximately equal number of respondents, and the majority of respondents have 

says that they will definitely won’t buy the E-auto.and very less respondents have to 

considering to buy the E- auto. 
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CHAPTER : VI 

FINDINGS, SUGGESTIONS AND CONCLUSION 
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Key Findings 

 The respondents under this study were 100% male. Majority of respondents from 35 – 

45 I.e. 45% and the majority of current education profile of the respondents is in 

between intermediate/diploma i.e. 52% ,124 respondents, and some of them from 

secondary schooling (6 -10) i.e. 43%, 105 respondents. 

  The current transport profile of the respondents include their vehicles, 99% of 

respondents having own autos and cent percent of respondents have CNG based 

autos. 

  Majority of respondents have the autos who were in the service between 5 -10 years 

and majority of respondents have spent 300 -400 rupees per a day on daily fuel 

expenses. And majority of respondents have get the information regarding E-autos 

through personal communication from their work field i.e. 229 respondents, 95%. 

  Majority of respondents have earns 600 -800 per a day I.e. 216 respondents, 89%. 

  While purchasing an auto majority of respondents have taking into consideration of 

factors like price, brand image, design, performance, high pulling power, interior 

space and high pick up. 

  Majority of respondents agreed that E-autos have some advantages when compared 

to normal auto I.e. electric autos are cheaper to purchase than the auto like petrol, 

diesel, CNG I.e. 208 respondents, electric autos are cheaper to run than fuel, CNG 

autos (169), no air pollution (234), no sound pollution (222). 

  Majority of the respondents even don’t know about the features of central locking 

system, reverse camera with screen, no requirement of permit and badge license. 

  Each and every respondents strongly agreed that E-autos have light/delicate body 

(200) respondents, low pulling power (223), low pickup (237), high time taken for 

charging (225), lack of charging points (240), no resale value (220). 

 Very lesser respondents agreed that they have environment conscious would like to 

take initiative. 

 And it is true that the majority of respondents says that they won’t buy E-auto for next 

two years, and in very rare cases some of them were considering to buy the auto, but 

they search for further knowledge regarding the E-autos. 
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Suggestions 

 Since there exists a strong relationships between awareness level of respondents on E 

autos and their purchase patterns, government should try to create more awareness 

and make the rules such as 1E- vehicle per house. 

  Majority of respondents felt that price, design, interior space, mileage, brand, these 

are all the factors which influence the consumer to purchase an auto, so I would like 

suggest that top most brands in three wheeler industry should start to entering into e 

vehicles market, most of start up companies have to enter into these sectors such as 

Okinava, Ola,Mahindra, etc. 

  Most of the respondents aware about E-autos from personal communication of their 

respective field, and some of them from internet, but government, and manufacture 

companies should take initiation to promote e vehicles through magazine, television, 

outdoor advertising, by doing this way the consumer get more influenced. 

  Majority of the respondents completely aware about the features of the E-autos, as 

they don’t require permit, and badge license, the government has take initiation to 

promote E-autos features. 

 Last but not least almost each and every respondents says that E-autos have light 

delicate body, low pulling power, low speed, and lack of charging points, and service 

centres, and they don’t have resale value. So government, manufacturers has make 

the product which meets the consumer expectations, and built the charging points like 

other countries. 

  Most of the manufacturing companies have used the cheaper substitution like 

batteries which import from China, as a result dangerous gases are evolved, and make 

the products which is against the rules and regulations of our country to reach their 

targets, I suggest that manufacturing companies should make vehicles with correct 

measures and consumer friendly. 
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Conclusion 

Electric vehicles and hybrid electric vehicles are have their own opportunities and obstacles, 

but it all comes down to us to how we choose and to see it. Since no proper regularisation has 

been maintained for e rickshaw operating zones, these vehicles are operated in all types of 

roads, therefore through this study we want to know and comprehend what proceeds in the 

minds of the consumers and whether or not they are willing to do their bit in maintain a 

sustainable environment. 
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Appendix  

Dear Respondent, 

Please provide the information to make the research on ‘A Study on Consumer Perception 
towards Electric Auto’, a successful one.  

- Researcher  

Name :        

1. Age :    

2. Qualification:  

(     ) Primary Schooling (1-5th Class) (     ) Secondary Schooling (6-10th Class) 

(     ) Inter /Diploma (     ) UG/ Bachelors’ Degree 

(     ) Post Graduation or Above (     ) Illiterate  

3. Since how long are you in the passenger auto service: ………………… years   

4. Are you running Own Auto / Rented one 

4.1 If you have own autos, How many autos do you currently own?  …………… 

4.2 If rented, rent per day: Rs………………………….  

5. How many kilometers would you service (on an average) per day? ………………KMs 

6. How much do you earn (on an average) per day: Rs………………………. 

7. The auto you are running is based on  (     )Petrol  (     )Diesel  (     )CNG  

8. The mileage of the auto that you are using : ……………………KMs/Lit or KG-CNG  

9. In terms of you what factors that are influential while purchasing an auto  

Factor 
Strongly 

Agree 
Agree 

Neither 
Agree 

nor 
Disagree 

Disagree 
Strongly 
Disagree 

Price      
Design      

Brand Image 

(Fast moving in the market) 

     

Mileage (Fuel Efficiency)      

Heavy Duty (load-high pulling power)      

Performance –High Pickup      

Performance –High Speed      

Interior Space      

Heavy Body      
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The maintenance costs such as servicing      
High Resale Value      

Environmentally friendly 
(Low air / sound pollution) 

     

 

Others please specify ……………………………………………………………………… 

 

10. From what sources do you know about electric auto :  

(     ) Newspapers/Magazines 

(     ) Television 

(     ) Outdoor Advertisement/Hoardings 

(     ) Internet Sources/ (Through Phone) 

(     ) Personal Communication/ through friends from the Auto field 

(     ) I don’t get any information on electric auto 

 

11. Rate the following benefits or advantages of electric autos 

(Please √ mark the applicable) 

Factor 
Strongly 

Agree Agree 

Neither 
Agree 

nor 
Disagree 

Disagree 
Strongly 
Disagree 

Electric autos are cheaper to purchase than 

petrol/diesel fuelled autos 

     

Electric autos are cheaper to run than 

petrol/diesel fuelled autos 

     

Low maintenance ( for service / repairs)      

No air pollution      

NO sound(noise) pollution      

Easy/comfortable to drive      
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12. Which of the following features of electric auto do you aware 

Feature Yes No 
Digital Meter   

Central Locking   

Cell Phone Charging Point   

Reverse Camera with screen   

No requirement of permit    

No requirement of badge license for driving   

 

13. What do you consider the main disadvantages of electric auto? 

Factor 
Strongly 

Agree Agree 

Neither 
Agree 

nor 
Disagree 

Disagree 
Strongly 
Disagree 

Light/Delicate body      

Low pulling power      

Low pickup      

Low speed      

High time taking for charging      

Lack of charging points      

High cost of service 

E.g. Battery Replacement 

     

No resale       

 

14.  Is there anybody you know that runs an electric auto? 

(      ) Yes   (     ) No 

If Yes, how satisfied are they? 

(     ) Highly Satisfied 

(     ) Satisfied 

(     ) Neither Satisfied nor Dissatisfied  

(     ) Dissatisfied 

(     ) Highly Dissatisfied 
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15. How likely are you to consider buying an electric auto in the next 2 years? 

(     ) Will definitely buy  

(     ) Am likely to buy 

(     ) Am considering to buy but need further information / convincing 

(     ) Definitely won't buy  

(     ) Can't say 

 

 

Suggestions please: …………………………………………………………………….. 
 
……………………………………………………………………..……………………………

.. 

……………………………..……………………………………………………………………

.. 

 
Thank You. 
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1.1 Introduction 

Mutual funds: 

       Mutual fund is a pool of money, collected from investors, and is invested according to 

certain investment options. A mutual fund is a trust that pools the savings of a number of 

investors who share a common financial goal. A mutual fund is created when investors put 

their money together. It is therefore a pool of the investor’s funds. The money thus collected is 

then invested in capital market instruments such as shares, debentures and other securities. The 

income earned through these investments and the capital appreciations realized are shared by 

its unit holders in proportion to the number of units owned by them 

                The most important characteristics of a fund is that the contributors and the 

beneficiaries of the fund are the same class of people, namely the investors. The term mutual 

fund means the investors contribute to the pool, and also benefit from the pool. There are no 

other claimants to the funds. The pool of funds held mutually by investors is the mutual fund. 

      A mutual funds business is to invest the funds thus collected according to the wishes of the 

investors who created the pool. Usually, the investors appoint professional investment 

managers, to manage their funds. The same objective is achieved when professional investment 

managers create a product and offer it for investment to the investor. This product represents a 

share in the pool, and pre states investment objectives. Thus a mutual fund is the most suitable 

investment for the common man as it offers an opportunity to invest in a diversified, 

professionally managed basket of securities at a relatively low cost. 

          As of today there are around 40 Mutual Funds in the country. Together they offer around 

1051 schemes to the investor. Many more mutual funds are expected to enter India in the next 

few years. 

Definition: 

“Mutual funds are collective savings and investment vehicles where savings of small 

(or sometimes big) investors are pooled together to invest for their mutual benefit and returns 

distributed proportionately”. 

 

 

 



2 
 

 

Net Asset Value (NAV): 

A mutual fund's price per share or exchange-traded fund's (ETF) per-share value. In 

both cases, the per-share dollar amount of the fund is calculated by dividing the total value of 

all the securities in its portfolio, less any liabilities, by the number of fund shares outstanding. 

In the context of mutual funds, NAV per share is computed once a day based on the 

closing market prices of the securities in the fund's portfolio. All mutual funds' buy and sell 

orders are processed at the NAV of the trade date.  

Lump Sum Investment or One Time Investment: 

    Lump sum investment is considered as one way of investing into mutual funds. The other 

method being that of systematic investment plan, popularly known as SIP. Usually lump sum 

investments are undertaken by big players and investors, in stocks especially those related to 

assets that are likely to appreciate in the long term, making the investment profitable except in 

cases of high volatility. 

Systematic Investment Plan (SIP): 

     The Systematic Investment Plan (SIP) is a simple and time honoured investment strategy 

for accumulation of wealth in a disciplined manner over long term period. The plan aims at a 

better future for its investors as an SIP investor gets good rate of returns compared to a one 

time investor. 
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1.2 Need of the Study 

                  Mutual Funds schemes are volatile, as well as reliable. An investor has to keep 

information about shares on a regular basis. The Investor has to take the decisions correctly 

and wisely before going to invest in a Mutual Fund. In the present changing scenario one has 

to know the performance of various schemes by comparing to that of competitors fund. It gives 

an Idea to the analyst about how the business is going on. The study will definitely help the 

company and the researcher to analyze the present situation of various schemes and to know 

whether these Funds are performing to their expectations or not. 
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1.3 Objectives of the Study 

➢ To understand the concept of mutual funds. 

➢ To Study the concept of One-time investment. 

➢ To understand the Systematic Investment Plan scheme by applying to selected funds. 

➢ To analyze Net asset value of the top three mutual funds in India. 

➢ To evaluate the number of funds allocated in Systematic Investment Plan when 

compared with one time Investment. 
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1.4 Scope of the Study:-  

                 Scope of Mutual Funds has grown enormously over the years. In the first age of 

mutual funds, when the investment management companies started to offer mutual funds, 

choices were few. Even though people invested their money in mutual funds as these funds 

offered them diversified investment option for the first time. By investing in these funds they 

were able to diversify their investment in common stocks, preferred stocks, bonds and other 

financial securities. At the same time they also enjoyed the advantage of liquidity. With Mutual 

Funds, they got the scope of easy access to their invested funds on requirement. 

But, in today’s world, Scope of Mutual Funds has become so wide, that people sometimes take 

long time to decide the mutual fund type, they are going to invest in. Several Investment 

Management Companies have emerged over the years who offer various types of Mutual 

Funds, each type carrying unique characteristics and different beneficial features. 
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1.5 Research Methodology: 

 

                The objective of this project is to make the comparative study of overall performance 

of the Mutual Funds and the present market trends and also to identify the merits and demerits 

of Mutual Funds’ investments. 

Sources of Data  

Primary Data:- 

The primary data has been collected by interacting a customers and also staff of IIFL 

Mutual Funds and discussing with each and every customer. Collecting more data from them. 

Secondary Data:- 

The secondary data is collected from books, relevant magazines and also go to website 

of AMFI.COM gather some more data in that. 

Other information like SEBI (Security Exchange Board of India) Regulations, NAV 

(Net Asset Value), Returns etc. were collected from various websites. 
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1.6 Limitations of the Study: 

• The project is unable to analyze each and every scheme of mutual funds due to time 

constraint of study 

• Based on availability of data, analysis had been done and hence cares to be taken while 

interpreting the results to similar studies. 

• The NAV of the funds on the month starting date (working day) is only considered. 

• Only the minimum amount of SIP i.e. Rs 1000 is considered for the purpose of 

calculations. 

•  The data has been considered only for a period of 2016-2019. 
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Industry Profile: 

Mutual funds are money-managing institutions set up to professionally invest the 

money pooled in from the public. These schemes are managed by Asset Management 

Companies (AMC), which are sponsored by different financial institutions or companies. Each 

unit of these schemes reflects the share of investor in the respective fund and its appreciation 

is judged by the Net Asset Value (NAV) of the scheme.  

 Mutual Funds: 

A Mutual Fund is a trust that pools the savings of a number of investors who share a 

common financial goal. The money thus collected is then invested in capital market instruments 

such as shares, debenture and other securities. 

How Do Mutual Funds Work? 

 

Figure 2.1: shows how the mutual funds work 

 Mutual funds industry: 

                 The origin of mutual fund industry in India is with the introduction of the concept 

of mutual fund by UTI in the year 1963. Though the growth was slow, but it accelerated from 

the year 1987 when non-UTI 
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Evolution of mutual funds industry: 

In the past decade, Indian mutual fund industry had seen dramatic improvements, both 

quality wise as well as quantity wise. Before, the monopoly of the market had seen an ending 

phase; the Assets under Management (AUM) were Rs. 67bn. The private sector entry to the 

fund family raised the AUM to Rs. 470 bn in March 1993 and till April 2004; it reached the 

height of 1,540bn. 

First phase – 1968: 

Unit Trust of India (UTI) was established on 1963 by an Act of Parliament. It was set 

up by the Reserve Bank of India and functioned under the Regulatory and administrative 

control of the Reserve Bank of India. In 1978 UTI was de-linked from the RBI and the 

Industrial Development Bank of India (IDBI) took over the regulatory and administrative 

control in place of RBI. The first scheme launched by UTI was Unit Scheme 1964. At the end 

of 1988 UTI had Rs.6,700 crores of assets under management. 

Second phase 1987-1993: 

Entry of non-UTI mutual funds. SBI Mutual Fund was the first followed by Can bank 

Mutual Fund (Dec 87), Punjab National Bank Mutual Fund (Aug 89), Indian Bank Mutual 

Fund (Nov 89), Bank of India (Jun 90), Bank of Baroda Mutual Fund (Oct 92). LIC in 1989 

and GIC in 1990. The end of 1993 marked Rs.47, 004 as assets under management. 

Third phase – 1993-2000: 

 With the entry of private sector funds in 1993, a new era started in the Indian mutual 

fund industry, giving the Indian investors a wider choice of fund families. Also, 1993 was the 

year in which the first Mutual Fund Regulations came into being, under which all mutual funds, 

except UTI were to be registered and governed. The erstwhile Kothari Pioneer (now merged 

with Franklin Templeton) was the first private sector mutual fund registered in July 1993. 

Fourth Phase – since February 2003: 

 This phase had bitter experience for UTI. It was bifurcated into two separate entities. 

One is the Specified Undertaking of the Unit Trust of India with AUM of Rs.29, 835 crores (as 

on January 2003). The Specified Undertaking of Unit Trust of India, functioning under an 
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administrator and under the rules framed by Government of India and does not come under the 

purview of the Mutual Fund Regulations. 

 The second is the UTI Mutual Fund Ltd, sponsored by SBI, PNB, BOB and LIC. It is 

registered with SEBI and functions under the Mutual Fund Regulations. With the bifurcation 

of the erstwhile UTI which had in March 2000 more than Rs.76, 000 crores of AUM and with 

the setting up of a UTI Mutual Fund, conforming to the SEBI Mutual Fund Regulations, and 

with recent mergers taking place among different private sector funds, the mutual fund industry 

has entered its current phase of consolidation and growth. As at the end of September, 2004, 

there were 29 funds, which manage assets of Rs.153108 crores under 421 schemes. 

Mutual funds structure: 

 

Figure 2.2: shows the mutual funds structure 

SEBI (Securities and Exchange Board of India): 

In the year 1992, Securities and exchange Board of India (SEBI) Act was passed. The 

objectives of SEBI are – to protect the interest of investors in securities and to promote the 

development of and to regulate the securities market. 

Sponsor: 

Sponsor is the person who acting alone or in combination with another body corporate 

establishes a mutual fund. Sponsor must contribute at least 40% of the net worth of the 

Investment Managed and meet the eligibility criteria prescribed under the Securities and 

Exchange Board of India (Mutual Funds) Regulations, 1996. 
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Trustee: 

          The Mutual Fund is constituted as a trust in accordance with the provisions of the Indian 

Trusts Act, 1882 by the Sponsor. The trust deed is registered under the Indian Registration Act, 

1908. The main responsibility of the Trustee is to safeguard the interest of the unit holders and 

inter alia ensure that the AMC functions in the interest of investors and in accordance with the 

Securities and Exchange Board of India (Mutual Funds) Regulations, 1996. 

Asset Management Company (AMC): 

          The AMC is appointed by the Trustee as the Investment Manager of the Mutual Fund. 

The AMC is required to be approved by the Securities and Exchange Board of India (SEBI) to 

act as an asset management company of the Mutual Fund. The AMC must have a net worth of 

at least 10 crore at all times. 

Register and Transfer Agent: 

          The AMC if so authorized by the Trust Deed appoints the Registrar and Transfer Agent 

to the Mutual Fund. The Registrar processes the application form, redemption requests and 

dispatches account statements to the unit holders. The Registrar and Transfer agent also handles 

communications with investors and updates investor records. 

Market capitalization categories: 

 Publicly traded companies are typically grouped into three different market cap 

categories: large cap, mid cap, and small cap. Not everyone agrees on the same market cap cut-

offs for each category, but the categories are often described as follows: 

 Large cap stock: 

 Large caps are typically defined as companies with market caps that are $10 billion or 

above. Included within large caps are mega caps, which are typically, defined as companies 

with markets caps of $200 billion or above. These tend to be companies that are very stable 

and dominate their industry. Wal-Mart, the world’s largest retailer, is an example of a mega-

cap stock. Large-cap and mega-cap stocks tend to hold up better in recessions, but they also 

tend to underperform small-cap stocks when the economy emerges from a recession. Large-

cap and mega-cap stocks tend to be less volatile than mid-cap and small-cap stocks and are 

therefore considered less risky. 
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 Mid cap stock: 

 Mid-caps are typically defined as companies with market caps that are between $2 

billion and $10 billion. Mid-cap stocks tend to be riskier than large-cap stocks but less risky 

than small-cap stocks. Mid-cap stocks, however, tend to offer more growth potential than large-

cap stocks. 

Small cap stocks: 

 Small caps are typically defined as companies with market caps that are less than $2 

billion. Many small caps are young companies with significant growth potential. However, the 

risk of failure is greater with small-cap stocks than with large-cap and mid-cap stocks.  As a 

result, small-cap stocks tend to be the more volatile (and therefore riskier) than large-cap and 

mid-cap stocks. Historically, small-cap stocks have typically underperformed large-cap stocks 

during recessions but have outperformed large-cap stocks as the economy has emerged from 

recessions.  

 Top Large cap Funds in India: 

• HDFC Top 200 

• UTI Large Cap Fund  

• Franklin India Blue Chip 

• Kotak 50 regular plan 

• DSPML Top 100 Equity 

• Principal Large Cap Fund 

• Reliance Growth Fund 

• SBI blue chip mutual fund 

• Birla sun life top 100 fund 

• ICICI prudential focus blue chip fund 

 

 

Mutual Fund Companies: 
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 The concept of mutual funds in India dates back to the year 1963. The era between 1963 

and 1987 marked the existence of only one mutual fund Company in India with Rs. 67bn assets 

under management (AUM). 

The new entries of mutual fund companies in India were SBI Mutual Fund, Canbank 

Mutual Fund, Punjab National Bank Mutual Fund, Indian Bank Mutual Fund, Bank of India 

Mutual Fund. 

Major Mutual Fund Companies: 

The major mutual funds companies are 

• Prudential ICICI Mutual Fund 

• HDFC Mutual Fund 

• State Bank of India Mutual Fund 

• Tata Mutual Fund 

• Franklin Templeton India Mutual Fund 

Advantages of mutual funds: 

        Mutual funds are able to take advantage of their buying and selling size and thereby reduce 

transaction costs for investors. When you buy a mutual fund, you are able to diversify without 

the numerous commission charges. Imagine if you had to buy the 10-20 stocks needed for 

diversification. 

Benefits of Mutual funds: 

 

Figure 2.3: shows the benefits of mutual funds 

Affordability: 
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A mutual fund invests in a portfolio of assets, i.e. bonds, shares, etc. depending upon 

the investment objective of the scheme. An investor can buy in to a portfolio of equities, which 

would otherwise be extremely expensive. Each unit holder thus gets an exposure to such 

portfolios with an investment as modest as Rs.500/-. 

Diversification: 

It simply means that you must spread your investment across different securities 

(stocks, bonds, money market instruments, real estate, fixed deposits etc.) and different sectors 

(auto, textile, information technology etc.).  

Professional Management: 

           It is the Fund Manager's job to (a) find the best securities for the fund, given the fund's 

stated investment objectives; and (b) keep track of investments and changes in market 

conditions and adjust the mix of the portfolio, as and when required. 

Variety: 

           Mutual funds offer a tremendous variety of schemes. This variety is beneficial in two 

ways: first, it offers different types of schemes to investors with different needs and risk 

appetites; secondly, it offers an opportunity to an investor to invest sums across a variety of 

schemes, both debt and equity. 

Tax Benefits: 

            Any income distributed after March 31, 2002 will be subject to tax in the assessment 

of all Unit holders. However, as a measure of concession to Unit holders of open-ended equity-

oriented funds, income distributions for the year ending March 31, 2003, will be taxed at a 

concessional rate of 10.5%. 

Regulations: 

 Securities Exchange Board of India (“SEBI”), the mutual funds regulator has clearly defined 

rules, which govern mutual funds. These rules relate to the formation, administration and 

management of mutual funds and also prescribe disclosure and accounting requirements. 

 

Liquidity: 
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           In open-ended mutual funds, you can redeem all or part of your units any time you wish. 

Convenience: 

          An investor can purchase or sell fund units directly from a fund, through a broker or a 

financial planner. The investor may opt for a Systematic Investment Plan (“SIP”) or a 

Systematic Withdrawal Advantage Plan (“SWAP”). 

Flexibility:  

          Mutual Funds offering multiple schemes allow investors to switch easily between 

various schemes. This flexibility gives the investor a convenient way to change the mix of his 

portfolio over time. 

Transparency: 

          Open-ended mutual funds disclose their Net Asset Value (“NAV”) daily and the entire 

portfolio monthly. This level of transparency, where the investor himself sees the underlying 

assets bought with his money, is unmatched by any other financial instrument. 

Limitations of Mutual Funds: 

No Intraday-Trading On Mutual Funds: 

                    If you want to make a trade on your mutual fund, you'll likely not know what the 

"NAV" price will be when you lock in the trade. That is because the NAV (Net Asset Value) 

is settled at the end of each trading day. If you don't lock your trade in before the end of the 

stock market close, you'll receive the NAV as of the close of business the following day. This 

makes it difficult and/or impossible to capitalize on sudden movements in the market (if that is 

something you're trying to do). 

Not Tax-Efficient: 

             In a non IRA account, mutual funds will process capital gain distributions about once 

per year, which you will then be taxed on, even if you did not take any capital gains that year. 

The end investor has little impact or say on how much a fund will decide to spit out in capital 

gain distributions. The funds have the freedom to delay capital gain distributions in some years, 

essentially kicking the can down the road for later years. This could adversely impact you as 

the end investor. 
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Subject To the Herd: 

                If you are a disciplined investor and you know not to "buy high" and "sell low," then 

you won't panic when volatility occurs in the marketplace. However, when investing in a large 

mutual fund, chances are that many of your fellow investors will not have the same discipline. 

They will sell at a low point, causing the fund to sell positions in order to account for the 

redemption requests. In other words, your performance may suffer because of the lack of 

discipline of other investors that also own the same fund. 

Impersonal Connection:  

               When investing in a mutual fund, you do not usually have easy access to the one 

making the investment decisions. There may be quarterly investor calls and updates, but there 

will be a significant lack of interpersonal communication with the main folks in charge of the 

fund. 

 Mutual Fund Companies in India:  

The concept of mutual fund in India dates back to the year 1963. The era between 1963 

and 1987 marked the existence of only one mutual fund company in India with Rs. 67bn assets 

under management (AUM), by the end of its monopoly era, the unit trust of India (UTI). By 

the end of the 80s decade, few other mutual fund companies in India took their position in 

mutual fund market. 

 . The regulations were further given a revised shape in 1996. Kothari pioneer was the 

first private sector mutual fund company in India which has now merged with Franklin 

Templeton. Just after ten years with private sectors players penetration, the total assets rose up 

to Rs. 1218.50bn. Today there are 33 mutual fund companies in India. 

The origin of mutual fund industry in India is with the introduction of the concept of 

mutual fund by UTI in the year 1963. Thought the growth was slow, but it accelerated from 

the year 1987 when non-UTI players entered the industry.  

 

 

Present Position of Industry: 
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At present, the Indian mutual fund industry is one among the top 15 in terms of AUM. 

Mutual fund investors in India at present have as many as 609 schemes with variety of features 

such as dividend, growth, cumulative interest income, monthly income plans, sartorial plans, 

equity linked schemes, money market schemes, etc.,  

Growth Rate of Industry: 

Mutual fund mobilizes and channel funds towards securities market. The total AUM of 

the mutual fund houses in India crossed Rs 1 trillion in June 2003, a decade after the private 

sector entry. In a matter of two years the industry touched Rs 2 trillion in September 2005 and 

reached Rs 3 trillion by August 2006. The funds have grown so swiftly, more due to the 

changing demographic profile, increasing number of youth with investable surplus and growth 

in the economy.  

Scope of Mutual Funds: 

• 100% growth in last 6 years    

• Number of foreign AMC's are in the que to enter the Indian markets like Fidelity 

Investments 

•  US based, with over US$1trillion assets under management worldwide. 

• Our saving rate is over 23%, highest in the world. Only channelizing these savings in 

mutual funds sector is required. 

• We have approximately 29 mutual funds which is much less than US having more than 

800. There is a big scope for expansion. 

• 'B' and 'C' class cities are growing rapidly. Today most of the mutual funds are 

concentrating on the 'A' class cities. Soon they will find scope in the growing cities. 

• Mutual fund can penetrate rural like the Indian insurance industry with simple and 

limited products. 

• SEBI allowing the MF's to launch commodity mutual funds. 

• Emphasis on better corporate governance. 

• Trying to curb the late trading practices.. 

 

 Importance of Mutual Funds: 

http://finance.indiamart.com/india_business_information/future_mutual_funds.html
http://finance.indiamart.com/india_business_information/future_mutual_funds.html
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(1) Channelizing Savings for Investment: 

          Mutual funds act as a vehicle in galvanizing the savings of the people by offering various 

schemes suitable to the various classes of customers for the development of the economy as a 

whole.  A number of schemes are being offered by mutual funds so as to meet the varied 

requirements of the masses, and thus, savings are directed towards capital investments directly. 

(2) Offering Wide Portfolio: 

          Small and medium investors face several problems if they invest in stock exchanges 

operations. Now, these investors can enjoy the wide portfolio of the investment held by the 

mutual fund, The fund diversifies its risks by investing on a large varieties of shares and bonds 

which cannot be done by small and medium of investors . 

(3)Providing Better Yields: 

          The pooling of funds from a large number of customers enables the fund to have large 

funds at its disposal. Due to these large funds, mutual funds are able to buy cheaper and sell 

dearer than the small and medium investors. Thus, they are able to command better market 

rates and lower rates of brokerage.  So they provide better yields to their customers.  

(4)Rendering Expertise Service at Investment:       

        The management of the fund is generally assigned to professionals who are well trained 

and have adequate experience in the field of investment. The investment decisions of these 

professionals are always backed by informed a judgment and experience. Thus, investors are 

assured of quality services in their best interest.   They charged very low cost. 

(5)Providing Research Service:                 

        A mutual fund is able to command vast resources and hence it is possible for it to have an 

in-depth study and carry out research on corporate securities. Each fund maintains a large 

research team which constantly analyses the companies and the industries and recommends the 

fund to buy or sell a particular share. Thus investments are based purely on research.  

 

(6)Offering Tax Benefits: 
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        Certain funds offer tax benefits to its customers. Thus, a part from dividends, interest and 

capital appreciation, investors also stand to get the benefit of tax concession. The mutual funds 

themselves are totally exempt from tax on all income on their investments. 

(7)Introducing Flexible Investment Service: 

       Some mutual funds have permitted the investors to exchange their units from one scheme 

to another and this flexibility is a great boon to investors. Income Units can be exchanged for 

growth units depending upon the performance of the funds. One cannot derive such flexibility 

in any other investments. 

(8)Reducing market cost of new issues: 

        Moreover the mutual funds help to reduce the marketing cost of the new issues. The 

promoters used to allot a major share of the initial public offering to the mutual funds and thus 

they are saved from the marketing cost of such issues. 

A Mutual Fund can be defined as a trust wherein the savings of the investors with the same 

financial goal are pooled in. The collected money then goes for investment in capital market 

instruments. These can include debentures, shares and other such securities. These investments 

in turn yield an income. The income and capital appreciation are distributed amongst its unit 

holders. The advantages of mutual funds are many. Some of the advantages of mutual funds in 

India are listed below. 

Some facts for growth of mutual funds in India: 

• Number of foreign AMC’s are in the queue to enter the Indian markets like Fidelity 

Investments, US based, with over US $1 trillion assets under management worldwide. 

• Our savings rate is over 23%, highest in the world. Only channelizing these savings in 

mutual funds sectors is required. 

• SEBI allowing the MF’s to launch commodity mutual funds. 

• Emphasis on better corporate governance. 

• Introduction of financial planners who can provide need based advice. 

 

 Problems faced by industry: 
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A. Diversification/ Over Diversification: 

 In order to diversify the investment, many times the mutual fund companies get 

involved in over diversification. The risk of holding a single financial security is 

removed by diversification.  

But, in case of over diversification, investors diversify so much that many times they 

end up with investing in funds that are highly related and thus the benefit of risk 

diversification is ruled out. 

B. Taxes: 

 Every year, most of the mutual funds sell substantial amount of their holdings. 

If they earn profit by this sell, then the investors receive the profit income. For most of 

the mutual funds, the investors are bound t pay taxes on these incomes, even if they 

reinvest the income. 

C. Costs: 

 Most of the mutual funds charge shareholder fees and operating fees from the 

investors. In the year in which mutual fund fails to make profits and the investors get 

no return, these fee only blow-up the losses. 

 Government Policy Related To Industry: 

Regulatory aspects of mutual fund: 

• The asset management company shall launch no scheme unless the trustees approve 

such scheme and a copy of the offer document has been filed with the board. 

• Every mutual fund shall along with the offer document of each scheme pay filing fees. 

• The offer document shall contain disclosures which are adequate in order to enable the 

investors to make informed investment decision including the disclosure on maximum 

investments proposed to be made by the scheme in the listed securities of the group 

companies of the sponsor. 

• Every close ended scheme shall be listed in a recognized stock exchange within six 

months from the closure of the subscription. 

• A close- ended scheme shall be fully redeemed at the end of the maturity period. 

“Unless a majority of the unit holders otherwise decide for its rollover by passing a 

resolution.” 
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• A mutual fund and asset management company shall be liable to refund the application 

money to the applicants: 

➢ If the mutual fund fails to receive the minimum subscription amount referred to in 

clause(a) of sub- regulation(1): 

➢ If the money received from the applicants for units are in excess of subscription as 

referred to in clause (b) of sub regulation (1). 

 Restrictions on Investments: 

• A mutual fund scheme shall not invest more than 15% of its NAV in debt instruments 

issued by a single issuer, which are rated not below investment grade by a credit rating 

agency authorized to carry out such activity under the Act. 

• Investments shall be made with the prior approval of the Board of Trustees and Board 

of asset Management Company. 

• No mutual fund under all its schemes should own more than ten percent of any company 

paid up capital carrying voting rights. 

• The initial issue expenses in respect of any scheme may not exceed 6% of the funds 

raised under that scheme 
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Chapter 3 

Company Profile 

 

 

 

 

 

 

 

 

 

 

 

Company Profile:    

        We were founded in 1995 by Mr. Nirmal Jain (Chairman and Managing Director) as an 
independent business research and information provider. We gradually evolved into a one-
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stop financial services solutions provider. Our strong management team comprises competent 
and dedicated professionals 

            We are a pan-India financial services organization across 1,361 business 

locations and a presence in 428 cities. Our global footprint extends across geographies with 

offices in New York, Singapore and Dubai. We are listed on the Bombay Stock Exchange 

(BSE) and the National Stock Exchange (NSE). 

               We offer a wide range of services and products comprising broking (retail and 

institutional equities and commodities), wealth management, credit and finance, insurance, 

asset management and investment banking. 

                We are registered with the BSE and the NSE for securities trading, MCX, 

NCDEX and DGCX for commodities trading, CDSL and NSDL as depository participants. We 

are registered as a Category I merchant banker and are a SEBI registered portfolio manager. 

We also received the FII license in IIFL Inc. IIFL Securities Pte Ltd received approval from 

the Monetary Authority of Singapore to carry out corporate advisory and dealing in securities 

operations. Two subsidiaries – India Infoline Investment Services and Money line Credit 

Limited – are registered with RBI as non-deposit taking non-banking financial services 

companies. India infoline Housing Finance Ltd, the housing finance arm, is registered with the 

National Housing Bank. 

India Info line Group: 

              The India Info line group, comprising the holding company, India Info line 

Limited and its wholly-owned subsidiaries, straddle the entire financial services space with 

offerings ranging from Equity research, Equities and derivatives trading, Commodities trading, 

Portfolio Management Services, Mutual Funds, Life Insurance, Fixed deposits, GoI bonds and 

other small savings instruments to loan products and Investment banking. India Info line also 

owns and manages the websites www.indiainfoline.com and www.5paisa.com The Company 

has a network of 976 business locations (branches and sub-brokers) spread across 365 cities 

and towns. It has more than 800,000 customers.  

India Info line Group subsidiaries: 

• India Info line Media and Research Services Limited  

• India Info line Commodities Limited  

• India Info line Marketing & Services  
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• India Info line Investment Services Limited  

• IIFL (Asia) Pte Limited  

Vision Statement:  

                         Our vision is to be the most respected company in the financial services space. 

Our Global Presence: 

                       China, Brazil, Dubai, Russia, Singapore, UK, USA 

Milestones: 

• 1995 

              Incorporated as an equity research and consulting firm with a client base that 

included leading FIIs, banks, consulting firms and corporates. 

• 1999 

               Restructured the business model to embrace the internet; launched 

archives.indiainfoline.com mobilized capital from reputed private equity investors. 

• 2000 

                Commenced the distribution of personal financial products; launched online 

equity trading; entered life insurance distribution as a corporate agent. Acknowledged 

by Forbes as ‘Best of the Web’ and ‘...must read for investors’. 

• 2004 

                Acquired commodities broking license; launched Portfolio Management 

Service. 

• 2005 

                Listed on the Indian stock markets. 

 

• 2006 

                   Acquired membership of DGCX; launched investment banking services. 

• 2007 

                   Launched a proprietary trading platform; inducted an institutional equities 

team; formed a Singapore subsidiary; raised over USD 300 mn in the group; launched 

consumer finance business under the ‘Money line’ brand. 

• 2019 
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                    Launched wealth management services under the ‘IIFL Wealth’ brand; set 

up India Infoline Private Equity fund; received the Insurance broking license from 

IRDA; received the venture capital license; received in principle approval to sponsor a 

mutual fund; received ‘Best broker- India’ award from Finance Asia; ‘Most Improved 

Brokerage- India’ award from Asia money 

• 2009 

                   Received registration for a housing finance company from the National 

Housing Bank; received ‘Fastest growing Equity Broking House - Large firms’ in India 

by Dun & Bradstreet. 

Company Structure: 

                   India Infoline Limited is listed on both the leading stock exchanges in India, 

viz. the Stock Exchange, Mumbai (BSE) and the National Stock Exchange (NSE) and is also 

a member of both the exchanges. It is engaged in the businesses of Equities broking, Wealth 

Advisory Services and Portfolio Management Services. It offers broking services in the Cash 

and Derivatives segments of the NSE as well as the Cash segment of the BSE. It is registered 

with NSDL as well as CDSL as a depository participant, providing a one-stop solution for 

clients trading in the equities market. It has recently launched its Investment banking and 

Institutional Broking business. 

                    A SEBI authorized Portfolio Manager; it offers Portfolio Management Services to 

clients. These services are offered to clients as different schemes, which are based on differing 

investment strategies made to reflect the varied risk-return preferences of clients. 

 

 

 

 

 

India Info line Media and Research Services Limited: 
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 The content services represent a strong support that drives the broking, commodities, 

mutual fund and portfolio management services businesses. Revenue generation is through the 

sale of content to financial and media houses, Indian as well as global. 

 It undertakes equities research which is acknowledged by none other than Forbes as 

'Best of the Web' and '…a must read for investors in Asia'. India Info line’s research is available 

not just over the internet but also on international wire services like Bloomberg (Code: IILL), 

Thomson First Call and Internet Securities where India Info line is amongst the most read 

Indian brokers. 

India Info line Commodities Limited: 

 India Infoline Commodities Pvt Limited is engaged in the business of commodities 

broking. Our experience in securities broking empowered us with the requisite skills and 

technologies to allow us offer commodities broking as a contra-cyclical alternative to equities 

broking. We enjoy memberships with the MCX and NCDEX, two leading Indian commodities 

exchanges, and recently acquired membership of DGCX. We have a multi-channel delivery 

model, making it among the select few to offer online as well as offline trading facilities. 

India Info line Marketing & Services: 

 India Info line Marketing and Services Limited is the holding company of India Info 

line Insurance Services Limited and India Info line Insurance Brokers Limited. 

(a) India Infoline Insurance Services Limited is a registered Corporate Agent with the Insurance 

Regulatory and Development Authority (IRDA). It is the largest Corporate Agent for ICICI 

Prudential Life Insurance Co Limited, which is India's largest private Life Insurance Company. 

India Info line was the first corporate agent to get licensed by IRDA in early 2001. 

(b) India Infoline Insurance Brokers Limited is a newly formed subsidiary which will carry out 

the business of Insurance broking. We have applied to IRDA for the insurance broking licence 

and the clearance for the same is awaited. Post the grant of license, we propose to also 

commence the general insurance distribution business. 

Values: 

• Fairness 

• Integrity 
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• Transparency 

Fairness: 

                         Fairness in our transactions with all stakeholders including employees, 

customers, and vendors, bereft of fear or favour. 

Integrity: 

                       Integrity and honesty of the utmost nature, in letter, in spirit, and in all our 

dealings with people, internal or external. 

Transparency: 

                         Transparency in all our dealings with stakeholders, media, investors, and the 

public at large. 

                      We have come this far solely based on our core values serving as a moral compass 

in all our dealings. Fairness, Integrity and Transparency - FIT is the driving force behind all 

that we do here at IIFL. We only work with people who fit into our professional ethos. Our 

constant endeavour is to deliver befittingly on all fronts to all our stakeholders. We are resolute 

in the observance of these values and will let go of any growth opportunities that deem unfit. 
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Mutual Fund: 

                     A mutual fund is a professionally managed type of collective investment scheme 

that pools money from many investors and invests it in stocks, bonds, short-term money market 

instruments and other securities. Mutual funds have a fund manager who invests the money on 

behalf of the investors by buying / selling stocks, bonds etc. Currently, the worldwide value of 

all mutual funds totals more than $US 26 trillion.   

                     Indians have been traditionally savers and invested money in traditional savings 

instruments such as bank deposits. Against this background, if we Look at approximately Rs. 

7 lakh crores1 which Indian Mutual Funds are managing, then it is no mean an achievement. 

A country traditionally putting money in safe, risk-free investments like Bank FDs, Post Office 

and Life Insurance, has started to invest in stocks, bonds and shares – thanks to the mutual fund 

industry.   

Manages Investor’s Money:  

                 This is the role of the Asset Management Company (the Third tier). Trustees appoint 

the Asset Management Company (AMC), to manage investor’s money. The AMC in return 

charges a fee for the services provided and this fee is borne by the investors as it is deducted 

from the money collected from them. The AMC’s Board of Directors must have at least 50% 

of Directors who are independent directors. The AMC has to be approved by SEBI. The AMC 

functions under the supervision of its Board of Directors, and also under the direction of the 

Trustees and SEBI. It is the AMC, which in the name of the Trust, floats new schemes and 

manages these schemes by buying and selling securities. In order to do this the AMC needs to 

follow all rules and regulations prescribed by SEBI and as per the Investment Management 

Agreement it signs with the Trustees.   

Custodian: 

                      A custodian’s role is safe keeping of physical securities and also keeping a tab 

on the corporate actions like rights, bonus and dividends declared by the companies in which 

the fund has invested. The Custodian is appointed by the Board of Trustees. The custodian also 

participates in a clearing and settlement system through approved depository companies on 

behalf of mutual funds, in case of dematerialized securities. In India today, securities (and units 

of mutual funds) are no longer held in physical form but mostly in dematerialized form with 

the Depositories. The holdings are held in the Depository through Depository Participants 
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(DPs). Only the physical securities are held by the Custodian. The deliveries and receipt of 

units of a mutual fund are done by the custodian or a depository participant at the instruction 

of the AMC and under the overall direction and responsibility of the Trustees.  Regulations 

provide that the Sponsor and the Custodian must be separate entities.   

Role of the AMC: 

                     The role of the AMC is to manage investor’s money on a day to day basis. Thus 

it is imperative that people with the highest integrity are involved with this activity. The 

AMC cannot deal with a single broker beyond a certain limit of transactions. The AMC 

cannot act as a Trustee for some other Mutual Fund. The responsibility of preparing the OD 

lies with the AMC. Appointments of intermediaries like independent financial advisors 

(IFAs), national and regional distributors, banks, etc. is also done by the AMC. Finally, it is 

the AMC which is responsible for the acts of its employees and service providers. 

New Fund Offer (NFO): 

                  Once the 3 – tier structure is in place, the AMC launches new schemes, under the 

name of the Trust, after getting approval from the Trustees and SEBI. The launch of a new 

scheme is known as a New Fund Offer (NFO). We see NFOs hitting markets regularly. It is 

like an invitation to the investors to put their money into the mutual fund scheme by 

subscribing to its units. When a scheme is launched, the distributors talk to potential investors 

and collect money from them by way of cheques or demand drafts. Mutual funds cannot 

accept cash. (Mutual funds units can also be purchased on-line through a number of 

intermediaries who offer on-line purchase / redemption facilities). Before investing, it is 

expected that the investor reads the Offer Document (OD) carefully to understand the risks 

associated with the security portfolio management.  

Role of a Registrar: 

                         Registrars and Transfer Agents (RTAs) perform the important role of 

maintaining investor records. All the New Fund Offer (NFO) forms, redemption forms (i.e. 

when an investor wants to exit from a scheme, it requests for redemption) go to the RTA’s 

office where the information is converted from physical to electronic form. How many units 

will the investor get, at what price, what is the applicable NAV, how much money will he 
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get in case of redemption, exit loads, folio number, etc. is all taken care of by the RTA. 

Mutual funds seek to mobilize money from all possible investors.  . 

Mutual Fund Schemes: 

                        Mutual funds seek to mobilize money from all possible investors.  Various 

investors have different investment preferences. In order to accommodate these preferences, 

mutual funds mobilize different pools of money.  Each such pool of money is called a mutual 

fund scheme.    

                          Every scheme has a pre-announced investment objective. When investors 

invest in a mutual fund scheme, they are effectively buying into its investment objective. 

Procedure for Investing In an NFO: 

                        The investor has to fill a form, which is available with the distributor. The 

investor must read the Offer Document (OD) before investing in a mutual fund scheme. In 

case the investor does not read the OD, he must read the Key Information Memorandum 

(KIM), which is available with the application form. Investors have the right to ask for the 

KIM/ OD from the distributor.  

                     Once the form is filled and the cheque is given to the distributor, he forwards 

both these documents to the RTA. The RTA after capturing all the information from the 

application form into the system sends the form to a location where all the forms are stored 

and the cheque is sent to the bank where the mutual fund has an account. After the cheque is 

cleared, the RTA then creates units for the investor. The same process is followed in case an 

investor intends to invest in a scheme, whose units are available for subscription on an on-

going basis, even after the NFO period is over.    

Types of Mutual Funds: 

                       A variety of schemes are offered by mutual funds. It is critical for investors to 

know the features of these products, before money is invested in them 

                       It's important to understand that each mutual fund has different risk and reward 

profiles. In general, the higher the potential return, the higher the risk of potential loss. 

Although some funds are less risky than others, all funds have some level of risk – it's never 

possible to diversify away all risk – even with so-called money market funds. This is a fact for 
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all investments. Each mutual fund has a predetermined investment objective that tailors the 

fund's assets, regions of investments and investment strategies. 

 

 

    Open Ended and Close Ended Funds: 

                   Equity Funds (or any Mutual Fund scheme for that matter) can either be open 

ended or close ended. An open ended scheme allows the investor to enter and exit at his 

convenience, anytime (except under certain conditions) whereas a close ended scheme 

restricts the freedom of entry and exit. Whenever a new fund is launched by an AMC, it is 

known as New Fund Offer (NFO). Units are offered to investors at the par value of Rs. 10/ 

unit. In case of open ended schemes, investors can buy the units even after the NFO period 

is over. Thus, when the fund sells units, the investor buys the units from the fund and when 

the investor wishes to redeem the units, the fund repurchases the units from the investor. This 

can be done even after the NFO has closed. The buy / sell of units takes place at the Net Asset 

Value (NAV) declared by the  fund. The freedom to invest after the NFO period is over is 

not there in close ended schemes. Investors have to invest only during the NFO period; i.e. 

as long as the NFO is on or the scheme is open for subscription. Once the NFO closes, new 

investors cannot enter, nor can existing investors exit, till the term of the scheme comes to 

an end. However, in order to provide entry and exit option, close ended mutual funds list 

their schemes on stock exchanges. This provides an opportunity for investors to buy and sell 

the units from each other. This is just like buying / selling shares on the stock exchange. This 
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is done through a stock broker. The outstanding units of the fund do not increase in this case 

since the fund is itself not selling any units. Sometimes, close ended funds also offer ‘buy-

back of fund shares / units”, thus offering another avenue for investors to exit the fund. 

Therefore, regulations drafted in India permit investors in close ended funds to exit even 

before the term is over.  

Equity Funds: 

                          Equity Funds are defined as those funds which have at least 65% of their 

Average Weekly Net Assets invested in Indian Equities. This is important from taxation point 

of view, as funds investing 100% in international equities are also equity funds from the 

investors’ asset allocation point of view, but the tax laws do not recognise these funds as Equity 

Funds and hence investors have to pay tax on the Long Term Capital Gains made from such 

investments (which they do not have to in case of equity funds which have at least 65% of their 

Average Weekly Net Assets invested in Indian Equities).   

Index Fund: 

                   Equity Schemes come in many variants and thus can be segregated according to 

their risk levels. At the lowest end of the equity funds risk – return matrix come the index funds 

while at the highest end come the sectoral schemes or specialty schemes. These schemes are 

the riskiest amongst all types’ schemes as well. However, since equities as an asset class are 

risky, there are no guaranteeing returns for any type of fund.  

Diversified Large Cap Funds: 

                Another category of equity funds is the diversified large cap funds. These are funds 

which restrict their stock selection to the large cap stocks – typically the top 100 or 200 stocks 

with highest market capitalization and liquidity. It is generally perceived that large cap stocks 

are those which have sound businesses, strong management, globally competitive products 

and are quick to respond to market dynamics. Therefore, diversified large cap funds are 

considered as stable and safe. However, since equities as an asset class are risky, there are 

no guaranteeing returns for any type of fund. These funds are actively managed funds unlike 

the index funds which are passively managed, In an actively managed fund the fund manager 

pores over data and information, researches the company, the economy, analyses market 
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trends, takes into account government policies on different sectors and then selects the stock 

to invest. This is called as active management.   

Midcap Funds: 

                         After large cap funds come the midcap funds, which invest in stocks 

belonging to the mid cap segment of the market. Many of these midcaps are said to be the 

‘emerging blue chips’ or ‘tomorrow’s large caps’. There can be actively managed or 

passively managed mid cap funds. There are indices such as the CNX Midcap index which 

tracks the midcap segment of the markets and there are some passively managed index funds 

investing in the CNX Midcap companies.  

Sectorial Funds: 

                         Funds that invest in stocks from a single sector or related sectors are called 

Sectorial funds. Examples of such funds are IT Funds, Pharma Funds, Infrastructure Funds, 

etc. Regulations do not permit funds to invest over 10% of their Net Asset Value in a single 

company. This is to ensure that schemes are diversified enough and investors are not 

subjected to undue risk. This regulation is relaxed for sectoral funds and index funds.   

Arbitrage Funds: 

                    These invest simultaneously in the cash and the derivatives market and take 

advantage of the price differential of a stock and derivatives by taking opposite positions in 

the two markets (for e.g. stock and stock futures).  

Multi-cap Funds: 

                      These funds can, theoretically, have a small cap portfolio today and a large cap 

portfolio tomorrow. The fund manager has total freedom to invest in any stock from any 

sector.  
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Quant Funds: 

                      A typical description of this type of scheme is that ‘The system is the fund 

manager’, i.e. there are some predefined conditions based upon rigorous back testing entered 

into the system and as and when the system throws ‘buy’ and ‘sell’ calls, the scheme enters, 

and/ or exits those stocks.  

P/ E Ratio Fund: 

                    A fund which invests in stocks based upon their P/E ratios. Thus when a stock 

is trading at a historically low P/E multiple, the fund will buy the stock, and when the P/E 

ratio is at the upper end of the band, the scheme will sell.  

International Equities Fund: 

                       This is a type of fund which invests in stocks of companies outside India. This 

can be a Fund of Fund, whereby, we invest in one fund, which acts as a ‘feeder’ fund for 

some other fund(s), i.e. invests in other mutual funds, or it can be a fund which directly 

invests in overseas equities. These may be further designed as ‘International Commodities 

Securities Fund’ or ‘World Real Estate and Bank Fund’ etc.  

Growth Schemes: 

                       Growth schemes invest in those stocks of those companies whose profits are 

expected to grow at a higher than average rate. For example, telecom sector is a growth sector 

because many people in India still do not own a phone – so as they buy more and more cell 

phones, the profits of telecom companies will increase. Similarly, infrastructure; we do not 

have well connected roads all over the country; neither do we have best of ports or airports. 

For our country to move forward, this infrastructure has to be of world class. Hence companies 

in these sectors may potentially grow at a relatively faster pace.Growth         schemes will 

invest in stocks of such companies. 
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ELSS: 

                   Equity Linked Savings Schemes (ELSS) are equity schemes, where investors get 

tax benefit up to Rs. 1 Lakh under section 80C of the Income Tax Act. These are open ended 

schemes but have a lock in period of 3 years. These schemes serve the dual purpose of equity 

investing as well as tax planning for the investor; however it must be noted that investors 

cannot, under any circumstances, get their money back before 3 years are over from the date 

of investment.   

Fund of Funds: 

                       These are funds which do not directly invest in stocks and shares but invest in 

units of other mutual funds which they feel will perform well and give high returns. In fact 

such funds are relying on the judgment of other fund managers. 

                         Let us now look at the internal workings of an equity fund and what must an 

investor know to make an informed decision.  

Net Asset Value (NAV): 

                          Net asset value (NAV) is the value of an entity's assets minus the value of its 

liabilities, often in relation to open-end or mutual funds, since shares of such funds registered 

with the U.S. Securities and Exchange Commission are redeemed at their net asset value 

                          Net Assets of a scheme is that figure which is arrived at after deducting all 

scheme liabilities from its asset. NAV is calculated by dividing the value of Net Assets by the 

outstanding number of Units 

Portfolio Turnover:  

                       Fund managers keep churning their portfolio depending upon their outlook for 

the market, sector or company. This churning can be done very frequently or may be done 

after sufficient time gaps. There is no rule which governs this and it is the mandate of the 

scheme and the fund managers’ outlook and style that determine the churning. However, 

what is important to understand is that a very high churning frequency will lead to higher 

trading and transaction costs, which may eat into investor returns. Portfolio Turnover is the 

ratio which helps us to find how aggressively the portfolio is being churned.  
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AUM Effect on Portfolio Turnover: 

                 The scheme’s AUM can also have an impact on the performance of the scheme. In 

case the scheme performs well and thereby attracts a lot of money flow, it may happen that the 

fund manager may not be able to deploy that extra money successfully as he may not find 

enough opportunities. Thus an increased fund size may result in lower returns. If the fund 

manager tries to acquire significantly large quantities of a stock, the buying pressure may lead 

to higher stock prices, thereby higher average cost for the scheme. Also, if the holdings by the 

scheme in any stock are huge, then exit may be difficult as selling from the scheme itself can 

put pressure on the prices. Thus the first share may be sold at a higher price and as the supply 

increases the prices may fall, and the last share may get sold at a lower price.   

Cash Level in Portfolios: 

                 The next logical point of focus must be the Cash Level in the scheme. The Cash 

level is the amount of money the mutual fund is holding in Cash, i.e. the amount not invested 

in stocks and bonds but lying in cash. If the scheme is having higher than industry average cash 

levels consistently, more so in a bull market, it will lead to a inferior performance by the scheme 

than its peers. However, in a falling market, it is this higher cash level that will protect investor 

wealth from depleting. Hence whenever one is analysing cash levels, it is extremely important 

to see why the fund manager is sitting on high cash levels. It may be so that he is expecting a 

fall therefore he is not committing large portions of monies. It may be so in a bull market or a 

bear market. The strategy could be to enter once the prices correct. High cash levels can also 

be seen as a cushion for sudden redemptions and in large amounts.  

Exit Loads: 

                Exit Loads, are paid by the investors in the scheme, if they exit one of the scheme 

before a specified time period. Exit Loads reduce the amount received by the investor. Not all 

schemes have an Exit Load, and not all schemes have similar exit loads as well. Some schemes 

have Contingent Deferred Sales Charge (CDSC). This is nothing but a modified form of Exit 

Load, wherein the investor has to pay different Exit Loads depending upon his investment 

period.   

Exchange Traded Funds: 
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                   Exchange Traded Funds (ETFs) are mutual fund units which investors buy/ sell 

from the stock 1exchange, as against a normal mutual fund unit, where the investor buys / sells 

through a distributor or directly from the AMC. ETF as a concept is relatively new in India. It 

was only in early nineties that the concept gained in popularity in the USA. ETFs have 

relatively lesser costs as compared to a mutual fund scheme. This is largely due to the structure 

of ETFs. While in case of a mutual fund scheme, the AMC deals directly with the investors or 

distributors, the ETF structure is such that the AMC does not have to deal directly with 

investors or distributors. It instead issues units to a few designated large participants, who are 

also called as Authorized Participants (APs), who in turn act as market makers for the ETFs. 

The Authorized Participants provide two way quotes for the ETFs on the stock exchange, which 

enables investors to buy and sell the ETFs at any given point of time when the stock markets 

are open for trading. ETFs therefore trade like stocks. Buying and selling ETFs is similar to 

buying and selling shares on the stock exchange. Prices are available on real time and the ETFs 

can be purchased through a stock exchange broker just like one would buy / sell shares. There 

are huge reductions in marketing expenses and commissions as the Authorized Participants are 

not paid by the AMC, but they get their income by offering two way quotes on the floor of the 

exchange.    

Assets in ETFs: 

                Practically any asset class can be used to create ETFs. Globally there are ETFs on 

Silver, Gold, Indices (SPDRs, Cubes, etc.), etc. In India, we have ETFs on Gold, Indices such 

as Nifty, Bank Nifty etc.).    

 Index ETF: 

                  An index ETF is one where the underlying is an index, say Nifty. The APs deliver 

the shares comprising the Nifty, in the same proportion as they are in the Nifty, to the AMC 

and create ETF units in bulk (These are known as Creation Units). Once the APs get these 

units, they provide liquidity to these units by offering to buy and sell through the stock 

exchange. They give two way quotes, buy and sell quote for investors to buy and sell the ETFs. 

ETFs therefore have to be listed on stock exchanges. There are many ETFs presently listed on 

the NSE. 

 

Debt Funds: 
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              Debt funds are funds which invest money in debt instruments such as short and long 

term bonds, government securities, T-bills, corporate paper, commercial paper, call money etc. 

The fees in debt funds are lower, on average, than equity funds because the overall management 

costs are lower. The main investing objectives of a debt fund are usually preservation of capital 

and generation of income. Performance against a benchmark is considered to be a secondary 

consideration. Investments in the equity markets are considered to be fraught with uncertainties 

and volatility. These factors may have an impact on constant flow of returns. Which is why 

debt schemes, which are considered to be safer and less volatile have attracted investors? Debt 

markets in India are wholesale in nature and hence retail investors generally find it difficult to 

directly participate in the debt markets. Not many understand the relationship between interest 

rates and bond prices or difference between Coupon and Yield. Therefore venturing into debt 

market investments is not common among investors. Investors can however participate in the 

debt markets through debt mutual funds.   

Interest Rate Risk:  

             The first risk which we discussed is known as the Interest Rate Risk. This can be 

reduced by adjusting the maturity of the debt fund portfolio, i.e. the buyer of the debt paper 

would buy debt paper of lesser maturity so that when the paper matures, he can buy newer 

paper with higher interest rates. So, if the investor expects interest rates to rise, he would be 

better off giving short- term loans (when an investor buys a debt paper, he essentially gives a 

loan to the issuer of the paper). By giving a short-term loan, he would receive his money back 

in a short period of time. As interest rates would have risen by then, he would be able to give 

another loan (again short term), this time at the new higher interest rates. Thus in a rising 

interest rate scenario, the investor can reduce interest rate risk by investing in debt paper of 

extremely short-term maturity. 

Credit Risk: 

                     The second risk is known as Credit Risk or Risk of Default. It refers to the 

situation where the borrower fails to honour either one or both of his obligations of paying 

regular interest and returning the principal on maturity. A bigger threat is that the borrower 

does not repay the principal. This can happen if the borrower turns bankrupt. This risk can be 

taken care of by investing in paper issued by companies with very high Credit Rating. The 

probability of a borrower with very high Credit Rating defaulting is far lesser 
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Debt Instrument Priced: 

                   Debt fund investing requires a different analysis, and understanding of basic bond 

market concepts is essential. There exist some relationships between yields and bond prices, 

between years to maturity and impact of change in interest rates, between credit risk and yields, 

and so on. We need to understand each of these relationships before we can start investing in 

debt funds.   

                 An important factor in bond pricing is the Yield to Maturity (YTM). This is rate 

applied to the future cash flow (coupon payment) to arrive at its present value. If the YTM 

increases, the present value of the cash flows will go down. This is obvious as the YTM appears 

in the denominator of the formula, and we know as the denominator increases, the value of the 

ratio goes down. So here as well, as the YTM increases, the present value falls. 

Yield to Maturity (YTM) is that rate which the investor will receive in case: 

 1. He holds a bond till maturity  

 2. He reinvests the coupons at the same rate   

Liquid Funds: 

                 By far the biggest contributor to the MF industry, Liquid Funds attract a lot of 

institutional and High Net worth Individuals (HNI) money. It accounts for approximately 40% 

of industry AUM. Less risky and better returns than a bank current account are the two plus 

points of Liquid Funds.   

                  Money Market instruments have maturities not exceeding 1 year. Hence Liquid 

Funds (also known as Money Market Mutual Funds) have portfolios having average maturities 

of less than or equal to 1 year. Thus such schemes normally do not carry any interest rate risk. 

Liquid Funds do not carry Exit Loads. Other recurring expenses associated with Liquid 

Schemes are also kept to a bare minimum. 

 

 

Taxation:   
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                                    Taxation in case of Mutual Funds must be understood, primarily, from 

Capital Gains, Securities Transaction Tax (STT) and Dividends point of view. Tax rules differ 

for equity and debt schemes and also for Individuals, NRIs, OCBs and corporate.   

Regulations: 

                      Regulations ensure that schemes do not invest beyond a certain percent of their 

NAVs in a single security. Some of the guidelines regarding these are given below:   

•  No scheme can invest more than 15% of its NAV in rated debt instruments of a single 

issuer. This limit may be increased to 20% with prior approval of Trustees. This 

restriction is not applicable to Government securities.   

• No scheme can invest more than 10% of its NAV in unrated paper of a single issuer 

and total investment by any scheme in unrated papers cannot exceed 25% of NAV   

• No fund, under all its schemes can hold more than 10% of company’s paid up capital.   

• No scheme can invest more than 10% of its NAV in a single company.   

• If a scheme invests in another scheme of the same or different AMC, no fees will be 

charged. Aggregate inter scheme investment cannot exceed 5% of net asset value of the 

mutual fund.   

• No scheme can invest in unlisted securities of its sponsor or its group entities.   

• Schemes can invest in unlisted securities issued by entities other than the sponsor or 

sponsor’s group. Open ended schemes can invest maximum of 5% of net assets in such 

securities whereas close ended schemes can invest up to 10% of net assets in such 

securities.   

• Schemes cannot invest in listed entities belonging to the sponsor group beyond 25% of 

its net assets. 

Association for the Mutual Fund Industry:  

                    The Association of Mutual Funds in India (AMFI) is dedicated to developing 

the Indian Mutual Fund Industry on professional, healthy and ethical lines and to enhance and 

maintain standards in all areas with a view to protecting and promoting the interests of mutual 

funds and their unit holders. 

                         AMFI, the association of SEBI registered mutual funds in India of all the 

registered Asset Management Companies, was incorporated on August 22, 1995, as a non-
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profit organization. As of now, all the 42 Asset Management Companies that are registered 

with SEBI are its members.  

Objectives of AMFI: 

The Principal objective of AMFI is  

• Promote the interests of the mutual funds and unit holders and interact with regulators- 

SEBI/RBI/Govt./Regulators. 

• To set and maintain ethical, commercial and professional standards in the industry and 

to recommend and promote best business practices and code of conduct to be followed 

by members and others engaged in the activities of mutual fund and asset management.  

• To increase public awareness and understanding of the concept and working of mutual 

funds in the country, to undertake investor awareness programmes and to disseminate 

information on the mutual fund industry.  

• To develop a cadre of well-trained distributors and to implement a programme of 

training and certification for all intermediaries and others engaged in the industry. 
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45 
 

 

Tabel 5.1 For The Year 2019 Sbi Bluechip Growth Funds 

 

 

 

 

 

 

 

 

Graphical Representation Of Sbi Bluechip Growth Funds Based On Above Table 

DATE NAV'S AMOUNT No of Units 

LUMPSUM 

CumulativeLUMPSUM SIP 

Inv 

NO of 

Units SIP 

CUMULATIVEunits 

SIP 

January 38.62 12,000 310.7198343 310.7198 1000 25.8933195 25.89332 

February 39.35 - 
 

310.7198 1000 25.4129606 51.30628061 

March 37.74 - 
 

310.7198 1000 26.4970853 77.80336593 

April 37.7 - 
 

310.7198 1000 26.5251989 104.3285649 

May 39.11 - 
 

310.7198 1000 25.5689082 129.8974731 

June 38.31 - 
 

310.7198 1000 26.1028452 156.0003183 

July 37.29 - 
 

310.7198 1000 26.8168409 182.8171593 

August 39.26 - 
 

310.7198 1000 25.4712175 208.2883768 

September 36.66 - 
 

310.7198 1000 27.2776868 235.5660636 

October 35.53 - 
 

310.7198 1000 28.1452293 263.711293 

November 37.11 - 
 

310.7198 1000 26.9469145 290.6582076 

December 37.23 - 
 

310.7198 1000 26.8600590 317.5182667 
        
   

LUMPSUM 
   

SIP 
  

TOTAL 310.7198343 
   

317.5183 
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Graph5.1 For The Year 2019 Sbi Bluechip Growth Funds 

 

Interpretation 

From the above graph 

In the year 2019 if an investor is invested in SBI blue chip Funds in Systematic investment 

scheme and invests 1000 every month he is allocated with 317.5183 funds which is 1.22% 

more than One-time investment (ie. 310.7198 funds for 12000 invested) 
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DATE 

NAV'S LUMPSUM 

Inv 

No of Units 

LUMPSUM 

CumulativeLUMPSUM SIP 

Inv 

NO of Units 

SIP 

CUMULATIVEunits 

SIP 

January 56.87 12,000 211.0075611 211.0076 1000 17.58396343 17.58396 

February 56.72 - 
 

211.0076 1000 17.63046544 35.21442544 

March 53.83 - 
 

211.0076 1000 18.57700167 53.79142712 

April 51.57 - 
 

211.0076 1000 19.39111887 73.18254598 

May 52.85 - 
 

211.0076 1000 18.92147588 92.10402186 

June 51.04 - 
 

211.0076 1000 19.59247649 111.6964983 

July 47.65 - 
 

211.0076 1000 20.98635887 132.6828572 

August 49.74 - 
 

211.0076 1000 20.10454363 152.7874008 

September 49.28 - 
 

211.0076 1000 20.29220779 173.0796086 

October 48.24 - 
 

211.0076 1000 20.72968491 193.8092935 

November 49.31 - 
 

211.0076 1000 20.2798621 214.0891556 

December 51.07 - 
 

211.0076 1000 19.5809673 233.6701229 
   

LUMPSUM 
   

SIP 
  

TOTAL 211.0075611 
   

233.6701229 

Table 5.2 For The Year 2019 ICICI Infrastructure 

Growth Funds 

 

 

 

 

 

 

 

Graphical Representation Of Icici Infrastructure Growth Funds Based On Above Table 
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Graph 5.2-For The Year 2019 Icici Infrastructure 

Growth Funds 

 

Interpretation 

In the above graph 

In the year 2019 if an investor is invested in ICICI infrastructure in Systematic investment 

scheme and invests 1000 every month he is allocated with 233.67 funds which is 1.11% more 

than One-time investment (i.e. 211.008 funds for 12000 invested) 
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SBI Infrastructure Fund FOR THE YEAR 2019 

DATE NAV'S LUMPSUM 

Inv 

No of Units 

LUMPSUM 

CumulativeLUMPSUM SIP 

Inv 

NO of Units 

SIP 

CUMULATIVEunits 

SIP 

January 17.44 12,000 688.0733945 688.0734 1000 57.33944954 57.33945 

February 16.72 - 
 

688.0734 1000 59.80861244 117.1480624 

March 15.91 - 
 

688.0734 1000 62.85355123 180.0016137 

April 15.55 - 
 

688.0734 1000 64.30868167 244.3102953 

May 16.21 - 
 

688.0734 1000 61.69031462 306.00061 

June 15.5 - 
 

688.0734 1000 64.51612903 370.516739 

July 14.14 - 
 

688.0734 1000 70.72135785 441.2380968 

August 14.96 - 
 

688.0734 1000 66.84491979 508.0830166 

September 13.6655 - 
 

688.0734 1000 73.17697852 581.2599951 

October 13.0552 - 
 

688.0734 1000 76.59783075 657.8578259 

November 13.8393 - 
 

688.0734 1000 72.25798993 730.1158158 

December 14.2472 - 
 

688.0734 1000 70.18923016 800.305046 
  

TOTAL 688.0734 
   

800.305 

TABEL 5.3  For The Year 2019 Sbi Infra Growth Funds 

 

 

 

 

 

 

 

 

 

Graphical Representation of SBI Infrastructure Growth Funds Based On Above Table 
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Graph5.3- For The Year 2019 Sbi Infra Growth Funds 

Interpretation 

In the above graph 

In the year 2019 if an investor is invested in SBI infrastructure Funds in Systematic investment 

scheme and invests 1000 every month he is allocated with 800.30 which is 1.16% more than 

One-time investment (ie. 688.0734 funds for 12000 invested) 
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NAV'S LUMPSUM 

Inv 

No of Units 

LUMPSUM 

Cumulative 

LUMPSUM 

SIP Inv NO of 

Units 

SIP 

CUMULATIVE 

units SIP 

29.93 12,000 400.9355162 400.936 1000 33.41 33.41 

31.78 - - 400.936 1000 31.47 64.88 

32.51 - - 400.936 1000 30.76 95.64 

33.73 - - 400.936 1000 29.65 125.28 

34.47 - - 400.936 1000 29.01 154.29 

35.12 - - 400.936 1000 28.47 182.77 

35.22 - - 400.936 1000 28.39 211.16 

36.86 - - 400.936 1000 27.13 238.29 

36.75 - - 400.936 1000 27.21 265.50 

36.11 - - 400.936 1000 27.69 293.19 

37.76 - - 400.936 1000 26.48 319.68 

37.47 - - 400.936 1000 26.69 346.37 
   

LUMPSUM 
  

SIP 
 

TOTAL 
 

400.936 
  

346.37 

 

TABEL 5.4- For The Year 2018 Sbi Bluechip Growth Funds 
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GRAPHICAL REPRESENTATION OF SBI BLUECHIP GROWTH FUNDS BASED 

ON ABOVE TABLE 

 

Graph5.4  Sbi Bluechip Fund For The Year 2018 

INTERPRETATION 

In the above graph 

In the year 2018 if an investor is invested in SBI blue chip Funds in Systematic investment 

scheme and invests 1000 every month he is allocated with 346.36 funds which is 0.86% less 

than One-time investment (ie. 400.93 funds for 12000 invested) 
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DATE NAV'S LUMPSUM 

Inv 

No of Units 

LUMPSUM 

CumulativeLUMPSUM SIP 

Inv 

NO 

of 

Units 

SIP 

CUMULATIVEunits 

SIP 

January 40.87 12,000 293.61 293.61 1000 24.47 24.47 

February 44.5 - - 293.61 1000 22.47 46.94 

March 45.18 - - 293.61 1000 22.13 69.07 

April 47.42 - - 293.61 1000 21.09 90.16 

May 48.71 - - 293.61 1000 20.53 110.69 

June 48.81 - - 293.61 1000 20.49 131.18 

July 48.86 - - 293.61 1000 20.47 151.65 

August 50.22 - - 293.61 1000 19.91 171.56 

September 50.13 - - 293.61 1000 19.95 191.51 

October 49.56 - - 293.61 1000 20.18 211.68 

November 55.16 - - 293.61 1000 18.13 229.81 

December 54.4 - - 293.61 1000 18.38 248.19 
        
    

LUMPSUM 
  

SIP 
  

TOTAL 
 

293.61 
  

248.19 
        

Table 5.5 For The Year 2018 Icici Infrastructure 

Growth Funds 

 

 

 

 

 

 

GRAPHICAL REPRESENTATION OF ICICI Infrastructure GROWTH FUNDS 

BASED ON ABOVE TABLE 
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GRAPH 5.5 FOR THE YEAR 2018 ICICI Infrastructure 

GROWTH FUNDS 

INTERPRETATION 

In the above graph 

In the year 2018 if an investor is invested in ICICI infrastructure in Systematic investment 

scheme and invests 1000 every month he is allocated with 248.19 funds which is 0.85% less 

than One-time investment (ie. 293.61funds for 12000 invested) 
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DATE NAV'S LUMPSUM 

Inv 

No of Units 

LUMPSUM 

CumulativeLUMPSUM SIP Inv NO of 

Units 

SIP 

CUMULATIVEunits 

SIP 

January 12.42 12,000 966.18 966.18 1000 80.52 80.52 

February 13.21 - - 966.18 1000 75.70 156.22 

March 13.21 - - 966.18 1000 75.70 231.92 

April 13.79 - - 966.18 1000 72.52 304.43 

May 14.32 - - 966.18 1000 69.83 374.26 

June 14.33 - - 966.18 1000 69.78 444.05 

July 14.45 - - 966.18 1000 69.20 513.25 

August 14.82 - - 966.18 1000 67.48 580.73 

September 14.82 - - 966.18 1000 67.48 648.21 

October 14.47 - - 966.18 1000 69.11 717.31 

November 15.97 - - 966.18 1000 62.62 779.93 

December 16.25 - - 966.18 1000 61.54 841.47 
        
    

LUMPSUM 
  

SIP 
  

TOTAL 
 

966.18 
  

841.47 

TABEL 5.6  For The Year 2019 Sbi Infra Growth Funds 

 

 

 

 

 

 

 

 

Graphical Representation Of Sbi Infrastructure Growth Funds Based On Above Table 
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GRAPH 5.6 FOR THE YEAR 2018 SBI IFNRA GROWTH FUNDS 

INTERPRETATION 

In the above graph 

In the year 2018 if an investor is invested in SBI infrastructure Funds in Systematic investment 

scheme and invests 1000 every month he is allocated with 841.46 which is 0.87% less than 

One-time investment (ie. 966.18 funds for 12000 invested) 
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DATE NAV'S LUMPSUM 

Inv 

No of Units 

LUMPSUM 

Cumulative 

LUMPSUM 

SIP Inv NO of 

Units 

SIP 

CUMULATIVE 

units SIP 

January 28.54 12,000 420.46 420.46 1000 35.04 35.04 

February 27.41 - - 420.46 1000 36.48 71.52 

March 26.07 - - 420.46 1000 38.36 109.88 

April 27.82 - - 420.46 1000 35.95 145.83 

May 28.72 - - 420.46 1000 34.82 180.64 

June 29.75 - - 420.46 1000 33.61 214.26 

July 30.37 - - 420.46 1000 32.93 247.18 

August 31.95 - - 420.46 1000 31.30 278.48 

September 32.14 - - 420.46 1000 31.11 309.60 

October 32.73 - - 420.46 1000 30.55 340.15 

November 32.4 - - 420.46 1000 30.86 371.01 

December 30.32 - - 420.46 1000 32.98 404.00 
        
    

LUMPSUM 
  

SIP 
  

TOTAL 
 

420.46 
  

404 

TABEL 5.7 FOR SBI BLUE CHIP FUNDS FOR THE YEAR 2017 

 

 

 

 

 

 

 

 

GRAPHICAL REPRESENTATION OF SBI BLUECHIP GROWTH FUNDS BASED 

ON ABOVE TABLE 
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GRAPH 5.7 FOR THE YEAR 2017 SBI BLUECHIP GROWTH FUNDS 

 

INTERPRETATION 

In the above graph 

In the year 2017 if an investor is invested in SBI blue chip Funds in Systematic investment 

scheme and invests 1000 every month he is allocated with 403.9963434 funds which is 0.96% 

less than One-time investment (ie. 420.46 funds for 12000 invested) 
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DATE NAV'S LUMPSUM 

Inv 

No of Units 

LUMPSUM 

Cumulative 

LUMPSUM 

SIP 

Inv 

NO of Units 

SIP 

CUMULATIVEunits 

SIP 

January 39.99 12,000 300.0750188 300.075 1000 25.01 25.01 

February 35.86 - - 300.075 1000 27.89 52.89 

March 32.5 - - 300.075 1000 30.77 83.66 

April 35.61 - - 300.075 1000 28.08 111.74 

May 36.77 - - 300.075 1000 27.20 138.94 

June 37.71 - - 300.075 1000 26.52 165.46 

July 40.51 - - 300.075 1000 24.69 190.14 

August 41.43 - - 300.075 1000 24.14 214.28 

September 41.9 - - 300.075 1000 23.87 238.15 

October 42.08 - - 300.075 1000 23.76 261.91 

November 42.42 - - 300.075 1000 23.57 285.48 

December 40.43 - - 300.075 1000 24.73 310.22 
        
 

TOTAL 
  

300.75 
  

310.22 

 

TABEL 5.8 OF ICICI INFRASTRUCTURE FUNDS FOR THE YEAR 2017 
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GRAPHICAL REPRESENTATION OF ICICI Infrastructure GROWTH FUNDS 

BASED ON ABOVE TABLE 

 

GRAPH 5.8 FOR THE YEAR 2017 ICICI Infrastructure 

GROWTH FUNDS 

 

INTERPRETATION 

In the above graph 

In the year 2017 if an investor is invested in ICICI infrastructure in Systematic investment 

scheme and invests 1000 every month he is allocated with 310.21 funds which is 1.033% more 

than One-time investment (ie. 300.075 funds for 12000 invested) 
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SBI Infrastructure Funds For The Year 2017 

DATE NAV'S LUMPSUM 

Inv 

No of Units 

LUMPSUM 

CumulativeLUMPSUM SIP 

Inv 

NO of 

Units SIP 

CUMULATIVEunits 

SIP 

January 11.3 12,000 1061.95 1061.95 1000 88.50 88.50 

February 10.37 - - 1061.95 1000 96.43 184.93 

March 9.79 - - 1061.95 1000 102.15 287.07 

April 10.62 - - 1061.95 1000 94.16 381.23 

May 11.36 - - 1061.95 1000 88.03 469.26 

June 11.86 - - 1061.95 1000 84.32 553.58 

July 12.71 - - 1061.95 1000 78.68 632.26 

August 12.95 - - 1061.95 1000 77.22 709.48 

September 13 - - 1061.95 1000 76.92 786.40 

October 12.96 - - 1061.95 1000 77.16 863.56 

November 13.18 - - 1061.95 1000 75.87 939.43 

December 12.56 - - 1061.95 1000 79.62 1019.05 
 

TOTAL 
 

1061.95 
   

1019.05 

TABEL 5.9 FOR THE YEAR 2017 SBI INFRA GROWTH FUNDS 
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GRAPHICAL REPRESENTATION OF SBI Infrastructure GROWTH FUNDS BASED 

ON ABOVE TABLE 

 

GRAPH 5.9 FOR THE YEAR 2017 SBI IFNRA GROWTH FUNDS 

INTERPRETATION 

In the above graph 

In the year 2017 if an investor is invested in SBI infrastructure Funds in Systematic investment 

scheme and invests 1000 every month he is allocated with 1091.05which is 0.96% less than 

One-time investment (ie. 1061.95 funds for 12000 invested) 
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SBI Bluechip Fund For The Year 2017 

DATE NAV'S LUMPSUM 

Inv 

No of Units 

LUMPSUM 

Cumulative 

LUMPSUM 

SIP 

Inv 

NO of 

Units 

SIP 

CUMULATIVE 

units SIP 

January 26.37 12,000 455.06 455.06 1000 37.92 37.92 

February 27.98 - - 455.06 1000 35.74 73.66 

March 28.94 - - 455.06 1000 34.55 108.22 

April 28.7 - - 455.06 1000 34.84 143.06 

May 27.83 - - 455.06 1000 35.93 178.99 

June 28.17 - - 455.06 1000 35.50 214.49 

July 28.72 - - 455.06 1000 34.82 249.31 

August 29.4 - - 455.06 1000 34.01 283.32 

September 27.3 - - 455.06 1000 36.63 319.95 

October 27.86 - - 455.06 1000 35.89 355.85 

November 28.25 - - 455.06 1000 35.40 391.24 

December 28.24 - - 455.06 1000 35.41 426.66 
        
    

LUMPSUM 
  

SIP 
  

TOTAL 
 

455.06 
  

426.66 

TABEL 5.10 FOR THE YEAR 2017 SBI BLUECHIP GROWTH FUNDS 
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Graphical Representation Of Sbi Bluechip Growth Funds Based On Above Table 

 

GRAPH 5.10 FOR THE YEAR 2017 SBI BLUECHIP GROWTH FUNDS 

 

INTERPRETATION 

In the above graph 

In the year 2017 if an investor is invested in SBI blue chip Funds in Systematic investment 

scheme and invests 1000 every month he is allocated with 426.655 funds which is 0.94% less 

than One-time investment (ie. 455.06 funds for 12000 invested) 
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ICICI Infrastructure Fund For The Year 2017 

DATE NAV'S LUMPSUM 

Inv 

No of Units 

LUMPSUM 

CumulativeLUMPSUM SIP 

Inv 

NO of 

Units 

SIP 

CUMULATIVEunits 

SIP 

January 41.27 12,000 290.77 290.77 1000 24.23 24.23 

February 43.46 - - 290.77 1000 23.01 47.24 

March 44.24 - - 290.77 1000 22.60 69.84 

April 42.47 - - 290.77 1000 23.55 93.39 

May 41.84 - - 290.77 1000 23.90 117.29 

June 41.68 - - 290.77 1000 23.99 141.28 

July 42.21 - - 290.77 1000 23.69 164.97 

August 43.76 - - 290.77 1000 22.85 187.83 

September 39.28 - - 290.77 1000 25.46 213.28 

October 39.26 - - 290.77 1000 25.47 238.76 

November 39.71 - - 290.77 1000 25.18 263.94 

December 40.04 - - 290.77 1000 24.98 288.91 
        
    

LUMPSUM 
  

SIP 
  

TOTAL 
 

290.77 
  

288.91 

TABLE 5.11 FOR THE YEAR 2017 ICICI Infrastructure 

GROWTH FUNDS 
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GRAPHICAL REPRESENTATION OF ICICI Infrastructure GROWTH FUNDS 

BASED ON ABOVE TABLE 

 

GRAPH 5.11 FOR THE YEAR 2017 ICICI Infrastructure 

GROWTH FUNDS 

 

INTERPRETATION 

In the above graph 

In the year 2017 if an investor is invested in ICICI infrastructure in Systematic investment 

scheme and invests 1000 every month he is allocated with 288.91 funds which is 0.99% less 

than One-time investment (ie. 290.77 funds for 12000 invested) 
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SBI Infrastructure fund For The Year 2017 

DATE NAV'S LUMPSUM 

Inv 

No of Units 

LUMPSUM 

CumulativeLUMPSUM SIP 

Inv 

NO of 

Units 

SIP 

CUMULATIVEunits 

SIP 

January 10.98 12,000 1092.90 1092.9 1000 91.07 91.07 

February 11.51 - - 1092.9 1000 86.88 177.96 

March 11.97 - - 1092.9 1000 83.54 261.50 

April 11.94 - - 1092.9 1000 83.75 345.25 

May 11.63 - - 1092.9 1000 85.98 431.23 

June 11.44 - - 1092.9 1000 87.41 518.65 

July 11.49 - - 1092.9 1000 87.03 605.68 

August 11.85 - - 1092.9 1000 84.39 690.07 

September 10.83 - - 1092.9 1000 92.34 782.40 

October 10.77 - - 1092.9 1000 92.85 875.25 

November 11.15 - - 1092.9 1000 89.69 964.94 

December 11.15 - - 1092.9 1000 89.69 1054.63 
        
    

LUMPSUM 
  

SIP 
  

TOTAL 
 

1092.9 
  

1054.63 

TABEL 5.12 FOR THE YEAR 2017 SBI INFRA GROWTH FUNDS 
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GRAPHICAL REPRESENTATION OF SBI Infrastructure GROWTH FUNDS BASED 

ON ABOVE TABLE 

 

GRAPH 5.12 FOR THE YEAR 2017 SBI IFNRA GROWTH FUNDS 

INTERPRETATION 

In the above graph 

In the year 2017 if an investor is invested in SBI infrastructure Funds in Systematic investment 

scheme and invests 1000 every month he is allocated with 1054.6 which is 0.96% less than 

One-time investment (ie.1092.9funds for 12000 invested) 
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Chapter 6 

Findings, Suggestions and Conclusion 
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Findings: 

In the year 2019 if an investor is invested in SBI blue chip Funds in Systematic investment is 

1.22% more than One-time investment  

In the year 2019 if an investor is invested in ICICI infrastructure in Systematic investment 

scheme and is 1.11% more than One-time investment 

In the year 2019 if an investor is invested in SBI infrastructure Funds in Systematic investment 

scheme is 1.16% more than One-time investment  

In the year 2019 if an investor is invested in SBI blue chip Funds in Systematic investment 

scheme is 0.86% less than One-time investment  

In the year 2019 if an investor is invested in ICICI infrastructure in Systematic investment 

scheme is 0.85% less than One-time investment 

In the year 2019 if an investor is invested in SBI infrastructure Funds in Systematic investment 

scheme is 0.87% less than One-time investment  

In the year 2018 if an investor is invested in SBI blue chip Funds in Systematic investment 

scheme is 0.96% less than One-time investment  

In the year 2018 if an investor is invested in ICICI infrastructure in Systematic investment 

scheme is 1.033% more than One-time investment  

 In the year 2018 if an investor is invested in SBI infrastructure Funds in Systematic investment 

scheme is 0.96% less than One-time investment  

In the year 2017 if an investor is invested in SBI blue chip Funds in Systematic investment 

scheme is 0.94% less than One-time investment  

In the year 2017 if an investor is invested in ICICI infrastructure in Systematic investment 

scheme is 0.99% less than One-time investment  

In the year 2017 if an investor is invested in SBI infrastructure Funds in Systematic investment 

scheme is 0.96% less than One-time investment  
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SUGGESTIONS: 

• The three funds are maintaining Net Asset Values to update their performance. So it is 

suggestible to investors that the fund managers are concentrating on maximization for investor 

returns. 

• Based on the study finally it is suggested to investors and also to company to invest in 

SYSTEMATIC INVESTMENT PLAN because the amount invested is always pocket friendly 

to the investor. 

• It is suggestible to public that the investment in the mutual fund organizations is beneficial to 

investors for hedge the risk with the proper indication by fund managers than the direct 

investment. 

• It is also suggested for the investor the consideration of historical performance and risk 

involved should not be the only criteria for investment, as past performance may not be 

reflected on future. 

• In a study it was identified that some of the value added benefits of mutual funds such as tax 

benefit, rupee cost averaging and systematic transfer plan, rebalancing etc. these benefits are 

not offered by other options singlehandedly. So these are enough to drive the investors towards 

the mutual funds. Investors could also try to increase the spectrum of services offered. 

 

 

 

 

 

 

 

 

 

 

Conclusion: 
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In order to study the concept of mutual fund we should note that a mutual fund is a 

trust that pools the money of several investors and manages investments on behalf. The 

company’s fund collects this money from investors through various schemes. Each schemes 

is differentiated by its objectives of investments or in other words a broadly defined purpose 

of how the collected money is going to be involved. 

Because of higher interest rates in the Indian economy, investors are mainly looking 

for the fixed return investment avenues like bank deposits and FMP products. 

Investors invest in mutual fund due to following advantages: they have professional 

management, diversification, convenient administration, return potential, low cost, liquidity. 

By comparing the above mentioned schemes I came to know the risk and return 

relation between the specified schemes. Therefore investors before investing in any Mutual 

Fund schemes they should study the risk and return relation and if the risk and returns were 

matched with their planning, then only the investors should go for Mutual Fund schemes. 
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Chapter I 

Introduction 

 

 

 

 

 

 

 

 

 



 
2 

 

Introduction: 

                     Consumer  satisfaction  is a central concept in modern marketing thought and practice. 

The marketing concept emphasizes delivering satisfaction to consumers and obtaining profits in 

return. As a result, overall quality of life is expected to be enhanced. Thus, consumer satisfact ion is 

crucial to meeting various needs of consumers, business and society. The realization of this 

importance has led to a proliferation of research on consumer satisfaction over the past decades. 

Attempts to make significant contributions toward understanding this important area have been 

made, including numerous studies and annual conference on consumer satisfaction/dissatisfaction 

and complaining behavior. 

                   Consumers compare their perceptions of product performance with a set of standards. 

Confirmation results when the perceived performance matches standards, whereas disconfirmation 

results from a mismatch. Confirmation and disconfirmation are expected to determine consumer 

satisfaction or dissatisfaction. This paper provides a review on consumer satisfaction in four areas: 

1) definition and importance of satisfaction, 2) antecedents or determinants, 3) measurement of 

satisfaction, 4) consequences of consumer satisfaction. An emphasis is placed on providing a 

conceptual basis for understanding existing literature in definition part. We considered the 

antecedents of satisfaction and defined that satisfaction is closely linked with customer expectations 

and product’s perceived performance. 

                  Expectations, the consumer is satisfied; if it exceeds them the consumer is highly 

satisfied; but if it falls short the consumer is dissatisfied. Besides, customers having different 

characteristics can introduce variability in the satisfaction retention relationship. Measuring the level 

of customer satisfaction is very important for today’s business Organizations. Business organizations 

can use these measurements to improve their business results. 

                   Measurement of customer satisfaction requires quantitative and qualitative methods. 

Consequences of satisfaction come out in two different forms. In case of high satisfaction or atleast 

no dissatisfaction, the customers keep their purchasing. The customers whose experiences exceed 

their expectations provide a positive word of mouth as well as they continue to be a loyal customer 

for the company. However, in case of dissatisfaction or defection, customers may complain and stop 

purchasing. At least, they start disturbing negative word of mouth. 
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                          Yesterday’s big firms focused on mass Marketing to all customers. Today’s firms 

are building deeper, more direct and more lasting relationships. Most marketers realize that they 

don’t want relationship with every customer. Instead, they now are targeting fewer, more profitable 

customers. Once they identify profitable customers firms can attractive offers and capture their 

customer’s satisfaction. 
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Objectives of the study: 

The objectives of the present study of Customer Satisfaction on Royal Enfield with reference to the 

Tapasya Motors as follows: 

1. To study the factors influencing on purchasing of Royal Enfield Motor cycle. 

2. To know the consumer response towards performance of Royal Enfield. 

3. To determine the customer satisfaction towards Royal Enfield. 

4. To identify the problems faced by Royal Enfield bike users in comparison to other bikes. 
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Need for the Study: 

 To know the level of satisfaction of the customers towards Royal Enfield. 

 To identify the factors which influence the satisfaction towards Royal Enfield Bikes. 

 To know about customer satisfaction towards the servicing aspects of Tapasya Motors Royal 

Enfield, Machilipatnam. 
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Scope of the Study: 

 The scope of the study is to find out customer satisfaction with reference to Royal Enfield. 

 The study covers the different aspects of customer satisfaction. 

 This study has been conducted in Machilipatnam Zone and data has been collected from 

Royal Enfield customers. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 
7 

 

Research Methodology: 

           Methodology is the systematic, theoretical analysis of the methods applied to a field of 

study, or the theoretical analysis of the body of methods and principles associated with a branch of 

knowledge. The purpose of the Research Methodology is to describe the research  

procedure. This includes the overall research design like sampling procedure, the data collection 

method and analysis procedure. 

Tools of Data Collection: 

The information relevant for study was drawn from primary data collected through survey method, 

which alone was not sufficient. Hence Secondary data was collected to study successfully. 

1. Primary data- 

In order to find out customer satisfaction regarding bikes of Royal Enfield Primary Data was 

collected by personally visiting the customers. With the help of a well laid questionnaire, feedback 

from the customers who were coming for the services of their bikes at the dealerships. Data 

scheduled them and discussed with the showroom staff as well as with the employees at Royal 

Enfield which helped me to prepare the research Report. 

2. Secondary data- 

The Secondary Data collection involved internet search, browsing magazines, newspapers and 

articles and papers related to the two wheeler industry in India. Journals and books related to the 

topic were also browsed to understand the dynamics of the industry. 

Sample design: 

The study is administered the questionnaire to riders who used Royal Enfield bikes and other 

motorcycles keeping in mind the time and cost constraints. 

 Size of Sample – 100 

 Sampling technique – Convenient Random Sampling method. 

 Location from which samples were taken – Machilipatnam Town. 
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Limitations of the Study: 

1. The minimum sample size which cannot to the whole population. 

2. The time period of the study was limited to only 45 days and hence in-depth analysis. 

3. Customers are not clearly aware the objectives of the study. 

4. Some internal factors may affect the survey results because the customers are busy.  

5. The result of the study is confirmed only to Tapasya Motors Royal Enfield and cannot be 

generalized. 
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Chapter II 

Industry Profile 
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Two wheeler industry in India: 

Two wheeler market in India is noticing a continuous upsurge in demand and thus 

resulting in growing production and sales volume. This owes a lot to the launching of new 

attractive models at affordable prices, design innovations made from youth perspective and 

latest technology utilized in manufacturing of vehicles. The sale of two-wheelers products has 

increased substantially. 

The auto mobile industry in India is expected to be the world’s third largest by 2017, with 

the country currently being the world’s second largest two wheeler manufacturer. Two wheeler 

production is projected to raise from 18.5 million inFY15 to 34 million by FY2020. automobile 

exports grew at a CAGR of 14.65% during 2010-2016. Two wheelers grew by 16.60% CAGR 

during 2010-2016. Two wheelers accounted for the largest share of exports at 69.40% in 

FY2016 

BEGINNING: 

 Previously, there were only a handful of two-wheelers models available in the country. 

Currently.  India is the second largest producer of two wheelers I the world. It stands next only 

to China and Japan in terms of the number of two-wheelers produced and the sales of two-

wheelers respectively. 

 The trend of owning two-wheelers is due to a variety of facts peculiar to India. One of the chief 

factors is poor public transport in many parts of India. Additionally, two wheelers offer a great 

deal of convenience and mobility for the Indian family. 

 Bajaj auto began trading in imported Vespa Scooters in 1948.Meanwhile auto mobile products 

of India (API) commenced production of scooters in the country in early 50’s.Until 1958, API 

and Enfield were the only producers of two wheelers in India. However, Bajaj signed a technical 

collaboration in 1960 with Piaggio of Italy to produce Bajaj Scooters , this deal expired in 1971. 

 The condition of motorcycle manufactures was no different, until the mid 80’s , there were only 

3 major motorcycle manufacturers in India namely Rajdoot, Escorts and Enfield. The two-

wheeler market was opened to foreign manufacturers in the mid 80’s .The industry, which had 

seen a smooth ride before, faced fierce foreign competition. 

 Motorcycle companies like the Yamaha, Honda and Kawasaki set-up shops in India in 

collaboration with various Indian two-wheeler companies. Companies like Escorts, Rajdoot 
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faced immense competition from smaller 100cc Japanese technology motorbikes. Bikes 

manufactured by Hero, Honda the only manufacturing four-stroke bikes at that time, gained 

massive popularity. 

 In the mid 80’s, Kinetic introduced  a variomatic gear-less scooter in collaboration with Honda. 

This scooter became instantly popular with the younger generation, especially people who found 

it difficult to use geared scooters. 

 The introduction of scooters created another segment for people such as women and teenagers 

who couldn't get used to driving either motorcycles or gear-less scooters. Many companies such 

as Kinetic, TVS, and Hero also started manufacturing mopeds that proved immensely popular 

with people who wanted a simple riding machine. 

 The change in the government’s policy owing to pollution control norms and the Kyoto 

agreement saw the phasing out of two stroke two-wheelers from production. Currently there are 

around 10 Two-wheeler manufacturers in he country, they being Bajaj, Hero, Honda ,Indus 

,Kinetic, Royal Enfield, Suzuki, TVS and Yamaha. 

 The latest trend in the two-wheeler market is the introduction of electrically operated vehicles 

from a range of manufacturers such as Indus and Hero. These can be recharged from convenient 

household electric points. The only disadvantage is speed, which is restricted to around 25miles 

per hour. 

 Currently, the motorcycle market is witnessing a demand for higher volume engines. Previously 

the 100cc bikes were very popular owning to the high fuel efficiency offered. However , the 

market is maturing fast .Sensing this moment Bajaj has introduced the Bajaj Pulsar  with 

150,180,and 200cc engines with Dual Twin Park Ignition (DTSi) technology. 
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TWO WHEELER MARKET PLAYERS IN INDIA: 

 

1. Bajaj 

2. TVS 

3. Royal Enfield 

4. Mahindra & Mahindra 

5. Suzuki 

6. Yamaha 

7. Hmsi 

8. Hero moto corp 

9. Honda motorcycles and scooters of India. 

 

PRODUCTION: 

 

The prospective buyer has been differing his purchase for a way too long. He is expected to 

come back thanks to the improved macro-economic sentiment, said YS Guleria, the head of sales 

and marketing at Honda Motor cycle & scooters, the country’s second largest two wheeler maker. 

“The festival season this year is going to be among the best we have seen in 10 recent years .We 

expect the market grow by 9-10%”.If the monsoon is good ,growth may even exceed this forecast, 

he added. 

 

 The two-wheeler market grew 14%in the April-June period, the first quarter of the fiscal year, 

albeit on a low base. Scooter sales have grown at a rapid pace of 27.12%due to increased supply 

from Honda and with other companies getting aggressive I the segment .The motorcycle 

segment, which has been a laggard in recent years, expanded 8%. 

 Motorcycle sales in the past 4-5years had increase at less than 4%.Industry experts cite 

abnormal rainfall, which hurt the rain-dependent rural economy that drives motorcycle sales, for 

the weak performance. 
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 This time ,with a normal monsoon so far and the upcoming salary hike to government 

employees , both rural and urban folks are expected to have disposable income , and a part of 

that is expected to benefit from this discretionary spending .Royal Enfield projected high single 

digit growth both for the company and the industry. 

 

India’s two-wheeler industry set to record fastest growth in 5 years in fiscal 2017 

 Two-wheeler sales last grew in double digits in fiscal 2012 , when the increase was 14%.Since 

then, the growth has been between 3% and 8%. 

 MUMBAI: India’s two-wheeler industry is set to record its fastest growth in at least 5 years in 

fiscal 2017, boosted by plentiful monsoon rains that invigorated the key rural market and higher 

spending expected in cities because of a salary hike to government staff. 

 Industry players are predicting the market to grow at least in high single digit in current fiscal 

year through March 2017. If the monsoon rains continuous to be plentiful, the rate may even 

break into double digits. 

 With softening fuel prices and easing interest rates, fundamentals are already in place to drive 

demand, they said .Two-wheeler sales last grew in double digits in fiscal 2012, when the 

increase was 14%. Since then, the growth has been between 3% and 8% 

DOMESTIC SCENARIO: 

India is the 2nd largest two-wheeler market in the world, Over the past few years the two-

wheeler industry has witnessed healthy growth scenario primarily driven by strong demand from 

urban as well as rural areas owning to healthy economic scenario. Growing population in urban 

areas also created the need for public transport infrastructure for regular commuting and thereby 

pushing the demand for low cost and fuel efficient two-wheelers. 

The report presents CARE Research’s forecasts of domestic demand for the next fiscal and for 

the 5 year period tillFY2019 along with the drivers and dragger s for the industry. The outlook 

section also provides insights on profitability of the industry for the next 2 year period. The report 

also focuses on the key industry segments: fundamentals driving the industry demand, competitive 

scenario, various regulatory issues along with detailed cost analysis and credit profile of the key 

players in the industry. 
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ICAR said that various structural positives associated with the domestic Two- wheeler 

industry include favorable demographic profile , moderate Two- wheeler penetration levels (in 

relation to several other emerging markets) , under developed public transport system , growing 

urbanization , strong replacement demand and moderate share of financed purchases remain intact . 

auto mobile market owning to a growing middle class and a young population. Moreover, the 

growing interest of the companies in exploring the rural markets further aided in the growth of the 

sector. 

GLOBAL SCENARIO: 

Besides, there is a large opportunity available to grow presence in overseas markets, mainly 

Africa and Latin America .ICAR said the motorcycle volumes faltered after a positive first half of 

2014-15 and OMEs lined up new models to woo customers. Accounting for over 65%of Two- 

wheeler industry volumes, performance of motorcycles has a significant bearing on the overall 

volumes in the industry.  

SALES REPORT: 

     Two- wheeler makers across India offered heavy discounts on BS III complaint models at the end 

of March, Company showrooms were flooded with buyers and stocks quickly disappeared ahead of 

the new BS IV regulations coming into effect . This not only resulted in dealerships clearing out 

stocks but also allowed Two- wheeler makers to record increased sales. Every Two- wheeler 

company in India reported increased sales in March 2017 with the exception of Bajaj Auto Ltd. 

 

 Royal Enfield: 

     Sales of this Chennai base bike maker surged 17% in March 2017. The total sales during the past 

month stood at 60,113 units as compared to 51,320 units sold in March 2016. Exports also increased 

by 24% in arch 2017 to 1,564 units as against 1,261 units exported in March 2016 . Taking year to 

date sales into account Royal Enfield recorded a 31% increase with total sales to the extent of 

6,66,490 units as against 5,08,154 units in financial year ended March 2016. The company has 

cleared out all BS III stocks while deliveries of BS IV compliant vehicles immediately commence 

from 1st April 2017. 
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   Hero Motocorp: 

     The country’s largest Two- wheeler maker in March 2017 when a total of 6,09,951 units were 

sold as against 6,06,542 units sold in March 2016 . Total sales in the past fiscal stood at 66,63,903 

units as compare to 66,32,322 units sold I the same period of the previous year . 

     During 2016-17 fiscal, the company managed to surpass landmark 6 lakh units monthly sales on 

5 occasions in a single year. Following heavy discounts, the company has cleared out it’s BS III 

complaint stocks and has sufficient stocks of BS IV complaint vehicles to meet current demand of 

buyers in the country. 

 

 HONDA MOTORCYCLES AND SCOOTERS INDIA: 

     Sales of HMSI for the month of March 207 declined by 4.08% . The company posted sales of 

3,65,973 units in March 2017  as compared to 3,81,542 units in March 2016 . Good news for HMSI 

is that the company has managed to cross the 5 million unit mark in a financial year for the 1st time. 

      

 

During FY 2016-17 , HMSI sold a total of 50,08,103 units , up 12% as compared to 44,83,462 units 

sold in FY 2015-16 . Scooter sales also increased substantially crossing the 3 million unit mark for 

the f1st time and recording a 16%growth in sales FY2016-2017 scooter sales were at 33,51,604 units 

as compared to 28,92,480 units sales in FY 2015-16 . Hefty discounts on BS III Two- wheeler 

allowed to company to sell of considerable stocks. 

 

 TV’S MOTOR COMPANY : 

     A growth of 10.7 % was reported by TVS Motors in March 2017 with 2,50,979 units sold as 

opposed to 2,26,643 units sold in March 2016 . In domestic markets alone sales 12 surged 8.4% 

from 2,00,190 units sold in March 2016 to 2,16,995 units sold  in the past month . Scooters sales 

stood at 68,161 units in March 2016 which increased 23.5% to 84,173 units in March 2017 . 

Motorcycle sales surged 10.3% from 86,776, units in March 2016 to  95,67 units in March 2017 . 

Two- wheeler exports also increase 28.5% from 26,453 units exported in March 2016 to 33,984 

units exported in March 2past month. 
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 BAJAJ AUTO LIMITED: 

 

     Contrary to what other Two- wheeler makers in the country experienced , heavy discounts     

offered in BS III complaint vehicles did not allow Bajaj to report increase sales inn March 20017. 

     Domestic sales dipped 14% and stood at 1,51,449 units in March 2017 a compared to 1,76,788 

units in March 2016 . Exports increased by 6% to 92,786 units in March 2017 as against 87,461 

units exported in March 2016 , taking sales down 8% to 2,44,235 units In March 2017 as compared 

to 2,64,249 units in March 2016. 

     Bajaj Auto however had already]commenced manufacture of BS IV complaint vehicles from 

October 2016 and from January 2017, all vehicles from all 3 company plants are BS IV complaint. 

 

 YAMAHA MOTOR INDIA SALES Pvt Ltd: 

 

     Along with other Two- wheeler makers in the country, Yamaha also reported substantial growth 

in the sales in March 2017. Growth to the extent of 27% was reported with 76,144 units sold in 

March 2017 as compared to 60,032 units sold in March 2016. The company has ambitious plans for 

the months ahead during which period they expect to achieve 1 million sales. 

     13 The company’s new line of BS IV complaint vehicles has already been introduced .These will 

not only meet energy efficient standards but will be offered in attractive colour preferences ad with 

AHO- Auto Headlamp On feature. 

 

 SUZUKI INDIA: 

     Suzuki India reported a 74% increase In sales during the past month. Sales stood at 36,029 units 

as compared to 20,673 units sold in March 2016 . Sales in FY 16-17 surged 12% to over 3,50,000 

units and the company now targets sales above 5 lakh unit mark during the current fiscal . Increase I 

dealerships, extended product line-up and augmentation of exports is on the cards which will allow 

the company to reach this target 
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TOP 10 Two- wheeler EXPORTERS IN FY 2016-17: 

RANK COMPANY FY 2016-17 FY 2015-16 YoY GROWTH 

1 Bajaj Auto 1,218,541 1,459,295 -16.50% 

2 TVS Motor Company 364,112 358,515 1.56% 

3 HMSI 283,163 200,145 4.72% 

4 Hero Moto corp 180,391 210,239 -14.20% 

5 India Yamaha Motor  171,622 154,485 11.09% 

6 Suzuki Motorcycles 

India 

72,116 65,001 10.95% 

7 Mahindra Two- wheeler 23079 18,043 27.90% 

8 Royal Enfield 15,383 9,363 31.60% 

9 Harley Davidson India 5,561 5,241 6% 

10 Piaggio Vehicles 5,305 866 5.12% 
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INVESTMENTS: 

 

     Some of the major investments and developments in the auto mobile sector in India are as 

follows: 

 MV Agusta , the Italy based premium motorcycle manufacturer , has entered India through 

an exclusive partnership with Pune based Kinetic group with the launch of 3 luxury bikes , which 

will be sold through the Motorcycle chain in Pune. 

 Japanese Two- wheeler manufacturer Honda Motorcycle and Scooter India (HMSI) has 

opened its 4th and world’s largest scooter plant in Gujarat, set up to initially produce 600,000 

scooters per annum to be scaled up to 1.2 million scooters per annum by mid 2016. 

 Mahindra Two- wheeler limited(MTWL)acquired 51% shares in France based Peugeot 

Motorcycles(PMTC)       

 

 

SWOT -ANALYSIS OF Two- wheeler INDUSTRY: 

      STRENGTHS       WEAKNESSESS 

 Significant contribution to Indian 

economy 

 Two- Wheeler markets are expanding 

from 12% to 14% growth. 

 A favourable industry to Asian 

economic condition services. 

 Most helpful for a developing country 

like India in terms of transport 

feasibility. 

 Rise in raw material cost. 

 Due to competition, pricing reduces and 

affects to low quality of products. 
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GOVERNMENT INITIATIVES : 

 The GOI encourages Foreign investments in the auto mobile sector and allows 100% FDI under the 

automatic route. 

Major Initiatives Taken by GOI are: 

     Mr. Nitin Gadkari, Minister of Road Transport , Highways & Shipping has announced plans to 

set up a separate independent department of transport, comprising of experts from auto mobile sector 

to resolve issues such as those related to fuel technology, motor body specifications and fuel 

emissions , apart from exports. 

 

Growth Profile of Indian Two- Wheeler Industry: 

 The Two- Wheeler segment registered marginal growth of 2.06% at 1,471,576 units. In this 

segment only scooters sales witnessed positive growth of 8.13 % at 486,604 units. Motorcycles and 

mopeds sales went down by 3.33 % and 1.61% at 915,199 units and 69,773 units respectively.  

 During March 2017, Two- Wheeler exports grew by 18.97% with maximum growth of 

72.84% recorded by mopeds. 

 

 

     OPPURTUNITIES        THREATS 

 Reduce excise duty. 

 Steep fall in fuel prices. 

 Make in India invites FDI. 

 Rural market which possess potential 

has been untapped by higher segment 

vehicles. 

 KTM plans to open its plant in India. 

 Due to heavy competition of 4 wheelers 

, low priced cars have emerged in 

market which causes threat to Two- 

Wheeler on basis of price. 
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Forecast for Fiscal 2018: 

 In the Two- Wheeler segment, motorcycles are expected to grow moderately. Demand in the 

economy and executive sub-segments will revive gradually as more cash-flows into the 

economy. A good Rabi crop will also improve the rural demand and give a boost to sales. 

     Scooters will continue to grow in double digits with Two- Wheeler growing between 9-11 % in 

FY 18.The ban on BSIII vehicles will push up inventory of BS IV at dealership and pep up sales. 

Further with more women joining the urban workforce scooters are likely to climb northwards.  
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Introduction to Royal Enfield India Ltd: 

Classic Bikes with power for leisure riding is what a Royal Enfield bike stands for, and 

Royal Enfield leads this segment of the market in India by leaps and bounds. Its exquisite range 

of motorcycles combines distinctive styles with power, riding comfort and ruggedness to deliver 

a unique motorcycling experience. 

The Enfield Cycle Company made motorcycles, bicycles, lawnmowers and stationary 

engines under the name Royal Enfield out of its works based at Redditch, Worcestershire. The 

legacy of weapons manufacture is reflected in the logo comprising the cannon, and the motto 

"Made like a gun". Use of the brand name Royal Enfield was licensed by the Crown in 1890. 

History of the Company: 

Mid 19th century England The firm of George Townsend & Co. opened its doors in the tiny 

village of Hunt End, near the Worcestershire town of  Redditch. The firm was specialized in sewing 

needles and machine parts. In the first flush of enterprise, flitting from one opportunity to 

another, they chanced upon the pedal-cycle trade. Little did they know then that it was the beginning 

of the making of a legend. Soon, George Townsend & Co. was manufacturing its own brand of 

bicycles. 

And in 1893 its products began to sport the name, 'Enfield under the entity Enfield 

Manufacturing Company Limited with the trademark 'Made Like  a  Gun'. The  marquee  was  born. 

 INDUSTRY        :  Motorcycles, Lawnmowners. 

 SUCCESSORS      :  Royal Enfield Motors (Formerly Enfield of India) 

 FOUNDED         :  1893, as Enfield Manufacturing Co. Ltd. 

 DEFUNCT         :  1971 

 HEADQUATERS    : Redditch, Worcestershire, England. 

 KEY PEOPLE       :Founders Albert Eadie & Robert Walker Smith 

 PRODUCTS        :Royal Enfield Clipper, Crusader, Bullet, Interceptor. 
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PROFILE OF THE ORGANISATION: 

Royal Enfield is the makers of the famous Bullet brand in India. Established in 1995, 

Royal Enfield (India) is among the oldest bike companies. It stems from the British 

manufacturer, Royal Enfield at Redditch. Royal Enfield has its headquarters at Chennai in 

India. Bullet bikes are famous for their power, stability and rugged looks. It started in India for the 

Indian Army 350cc bikes were imported in kits from the UK and assembled in Chennai. After a 

few years, on the insistence of Pandit Jawaharlal Nehru, the company started producing the bikes 

in India and added the 500cc Bullet to its line. Within no time, Bullet became popular in India. 

Bullet became known for sheer power, matchless stability, and rugged looks. It looked tailor-

made for Indian roads. Motorcyclists in the country dreamt to drive it. It was particularly a 

favourite of the Army and Police personnel. In 1990, Royal Enfield ventured into collaboration 

with the Eicher Group, a leading automotive group in India, in 1990, and merged with it in 1994. 

Apart from bikes, Eicher Group is involved in the production and sales of Tractors, Commercial 

Vehicles, and Automotive Gears. 

Royal Enfield made continuously incorporating new technology and systems in its bikes. In 

1996, when the Government of India imposed stringent norms for emission, Royal Enfield was the 

first motorcycle manufacturer to comply. It was among the few companies in India to obtain the 

WVTA (Whole Vehicle Type Approval) for meeting the European Community norms. Today, 

Royal Enfield is considered the oldest motorcycle model in the world still in production and Bullet 

is the longest production run model. 

THE EARLY YEARS: 

In 1909 Royal Enfield surprised the motorcycling world by introducing a small Motorcycle 

with a 2 HP V twin Motorsacoche engine of Swiss origin. In 1911 the next model was powered by 

a 2 HP engine and boasted of the well known Enfield 2-speed gear. In 1912 came the JAP 6 HP 

770 CCV twin with a sidecar combination. It was this motorcycle which made Enfield a household 

name. 

1914 saw the 3 HP motorcycles this time with Enfield own engine which now had the 

standardized Enfield paint scheme of black enamelled parts and green tank with gold trim. 
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BETWEEN THE WARS: 

At the time of the outbreak of world war I Royal Enfield supplied consignments of their 6 HP 

side car Outfit motorcycles with Stretchers to the Crown. This same motorcycle also came with a  

Vickers  Machine  Gun side car  attachment which could also be turned skywards and used against low 

flying aircraft. Royal Enfield supplied large numbers of motorcycles to the British War Department 

and also won a motorcycle contract for the Imperial Russian Government. 

As the factory developed in the 20's the range of models also increased and  in 1924 Royal 

Enfield was offering four versions of the 2 HP two-stroke motorcycle, two new JAP engine 350 cc 

motorcycles and two versions of the 8 HP Vickers engine. During the great depression of the 30s 

Royal Enfield was also affected and the demand for motorcycles waxed and wanted but the bicycle 

manufacturing continued at the same pace and the company trudged on. The Cycar, a fully enclosed 

motorcycle model appeared in the early 30s. 

During World War II, like other manufacturers of that time Royal Enfield was also called 

upon by the British authorities to develop and manufacture military motorcycles. The models 

produced for the military were the WD/C 350 cc SV, WD/CO 350 cc OHV, WD/D 250 cc SV, WD/G  

350 cc OHV and WD/L 570 cc SV . 

One of the most well-known Enfield was the Royal Enfield WD/RE, known 

as the Flying Flea, a lightweight 125 cc motorcycle designed to be dropped by parachute 

with airborne troops. After the war the factory continued  manufacturing the models 

developed during the war and the legendary J 2 model appeared which went on to be the 

ancestor of the legendary Bullet. The same motorcycle which perhaps had the honor of  being 

the one with the longest production run in the world. 
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VARIOUS PRODUCTS OF ROYAL ENFIELD ARE: 

 Thunderbird 500 

 Thunderbird 350 

 Classic 350 

 Electra Deluxe 

 Electra Twinspark 350 

 Electra EFI 

 Dessert Strom 500 

 Bullet 500 

 Bullet Classic 500 

 Continental GT 

 Machismo 500 

 

THE INDIAN CONNECTION: 

 

The grandfather of the bullet was first produced by Royal Enfield in 1931 a four valve single 

cylinder was introduced, given the name‘BULLET” in 1932, it had an inclined engine and exposed 

valve gear. The 1935-G model was the first that assumed the modern look, with vertical cylinder, cast 

in push rod tunnel and eventually fully enclosed valve gear. It has a gear- driven magneto and double-

ended eccentric oil pump. Over the next few years the single would sport two, three and four valve 

cylinder  heads. 
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 1948: The first 350-bullet roadster was introduced. Although it was similar in many ways to 

the 1935-G model bullet, it was a new motorcycle with many design innovations. It was the 

first British production bike with a rear swing arm. It also bad an oil filter (with integral oil 

tank in the crankcase behind the crank) and alloy primary chain case. It was a two- valve 

odorous design in semi unit style, with gearbox bolted to crankcase. Rubber knee ads were 

on the gas tank. It bad four gears (one up, three down like most British bikes of that era-· 

apparently triumph was the oddity with high gears up). A trials / scrambler model was also 

introduced. 

 1949: The sports model had an unstrung front mudguard. 

 1951: modifications include smaller front mudguard and silencer, alloy speedometer nacelle 

and modified fork ends. 

 1952: a crankcase breather was fitted plus a side stands. Trials model gets alloy barrel. 

Apparently only 16350 bullets made this year. A prototype 500-cc model is shown in an 

industry motorcycle shown in an industry motorcycle show. 

 1953: the 500 cc roadster model is introduced. The 350cc was upgraded to include changes 

designed for the 500cc improved bottom end with four main bearings, improved lubrication 

system, modified frame, larger rear brake, single pilot light under headlamp. 

 1954: a new casquette (nacelle with speedometer, headlight and twin sidelights) replaces 

headlamp bracket. The exhaust angle and rear spring and shock are changed. The 350 got a 

frame lug changed. The 350 got a frame lug change. Armstrong units were adopted for 

suspension, giving 50 percent more movement. 

 1955: Camshaft upgrade. The concentric kicks start and gear changes ever on the gearbox, 

plus the air filter are changed. The front brake gets a twin, full width hub, and brake. The 

350 get amonobloc carb. The benchy (dual) seat is now standard, although the single saddle 

seat was still available. Around this time, the 500cc bullet was also sold in America as the 

Indian ''woodsman" In 1955 the Indian government needed a solid and reliable motorcycle for 

its police and army, in particular to patrol the rugged border highways. The bullet was chosen 

as the most suitable bike for the job. The Indian government ordered 800 of the 350cc 

models beyond the company's ability to fill at the time. With more orders from India 

looming, the company sold its design to Enfield India, a subsidiary firm  in madras, India to 
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start manufacturing them. There was some retooling and redesign done at the English plant 

(Redditch) in 1955 to modernize the bullet (including changes in the gear ratios in 1959). 

Between 1956 and 1960, the bullet was released in several models, including a 350cc trials " 

works replica" version and a 350cc "clipper" model. Technically the engines and power trains 

were the same (except for bore size) and the only differences were in exhaust, seating, and 

instrumentation. Handlebars and gas tank. 

A lot of technical improvements were also making in that time, including. moving to 

alternator charging (1956) and coil ignition (1960). The 350cc model continued in production, but 

the 500cc model was dropped in 1961. An "airflow" model was also made briefly, with a fairing. 

 

 1956: Both models underwent several improvements in a new frame and air filter housing, 

battery/ toolkit bow. The engine got a wider floating big-end bush and cylinders head changes 

(separate rocker boxes retained) and stronger bottom end. The 500 dual seat was introduced by 

the Modem Indian En field which uses the post- 56 (with metric bearing sizes).And even it 

used the earlier frame. 1956 Saw an all-welded, brazed-lug frame introduced, and also sent to 

India. 

 1957: Quick-detach rear wheel was introduced as an option. The air filter was enlarged. The 

350cc got an alternator. The bullet is now fully manufactured in India under the license, at Anna 

Salai; near Chennai. The tooling equipment was also sold to make the 350cc bullet in India in 

1958. Later the Indian firm upgraded to make the 500cc model as well (one printed source says 

tooling for both models was sold to India in 1967 but most agree it was 1957). 

By this time the English company was under  different ownership and  that year  they closed 

the Redditch factory where bullets were manufactured, and hence all the possible remaining 

tooling equipments were sold to Chennai at that time, but they certainly had manufacturing 

equipment in India a decade ago. On source, Peter Snidal, says that there were "Moto Cross"(MX) 

bullets made in this period. The 350 had a cast aluminium head and the 500 cc an iron barrel. 

Apparently two 350s and two 500cc were imported into Vancouver by Frank Carr in 1957. Corr 

succumbed to cancer shortly after they arrived and his business stood down at that time. The entire MX 

bullet that came into Vancouver in 1957 had Lucas Magdynos on them. 
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They also were equipped with quick-detachable lights and number plates on the rear frame, 

plus high straight pipes as well. They were very fast bikes. The 350 would blow away just about 

anything on the street up to 70mph or so. He says they were essentially the bikes that he saw 

advertised in cycle magazines. 

Indian woodsman and warrior-competition models. They were very fast bikes, Snidal writes. "The 

350 would blow away just about anything on the street up to 70mph or so. In fact, I not only saw the 

original owner of one of them to do it to just about all of us, at one time or another, including a 

500Velo Venom, which was the 2nd fastest (after that day) in our little pack, but also 350 Vipers, 

(both of them) and everything else came up again. A few years later, I got hold of it, and 

Rebuilt/Restored it, and once again blew away TR6"s with impunity. It had very radical cams  

(straight  up, open a long time, straight down-the ramps were so steep is looked like they'd just am 

the camp followers -and the 350"s came with a 15:1 piston"). 

 1960: huge, one -piece alloy cylinder head (big head) casting plus new, larger ,,chunky" tank for 

500. This is also the engine design used for the India En field bullet, coil ignition is introduced. 

The Royal Enfield fury,  produced  at  this  time  for  the  US  market,  is essentially 

the  same  bike  as  the  Bullet  (both  350  and  500cc  models),  capable  of reaching the 100 mph 

mark (a f 350cc Enfield tuned by Steve Lindsell in the late 1970s reached 95.64 mph). It deferred 

from the bullet by having a the bullets iron and a higher compression piston (8:9:1 instead of 7:3:I 

). It also had a flange for mounting an optional rev counter, an 18 - inch rear and 19-inch front wheel. 

Between 1959 and 1963, only 191 machines were made. 

The 500cc boasted a 40bhp output, up from the UK models production of 27bhp. A 600cc 

model was also made for a short period. 

 1961: Detachable end - cap fishtail silencer, trials model discontinued except by special order. 

 1962: Deeper rear mudguard. Both 350 and 500 models discontinued. The UK Company was 

sold in 1962 and the bullet line discontinued. En field India continued to chum out bullets just the 

way they were made in England in 1955. Forty years later they still do, with a few minor 

modifications (signal lights, a 28m Mikuni card, 12-volt electric's a better bench seat and in 

1990. twin leading - shoe brakes). While not the largest motorcycle manufacturer in India (they 

rank about third, producing around 18,500 bikes a year but have plans to increase that to 

25,000) they are one of its oldest. Initial attempts to import 350 bullets into the UK in the 1970's 
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(by the Slaterbrother and later Evesham motorcycles - according to one source the actual date 

of the first re-introduction was 1977), were unsuccessful. The bike wasn't up to par and the 

exchange r ate wasn't very good.- So they were not as inexpensive as they are today. The Indian 

company had little interest in making changes the few sales exports could gamer. 

                          In 1986, Raja Narayanan, a UK civil servant, returned to his home in India and 

started an export farm for the company to bring the bullet back into England. He got his first 350 into 

England that year. He was responsible for many of the production change that improved sales and 

quality over the years. He responsible for many of the production changes that improved sales & quality 

over the years. It was the prodigal son returning home. The bike appeared in UK motorcycle shows in 

1989 and at the classic bike show in Stafford in 1990. Canada started importing them three years 

ago, and the us in 1995. 

Twenty countries now import them. In late 1995, the Indian firm finally acquired 

the name Royal En field as their own. The Canadian importer started putting the new 

decals on the tank in early 1996. Recently Swiss engineer fritz Egli has been working 

with En field to improve production for exports models. He also designed performance 

improvements for his own retail sales bullets and has been discussing a five-speed 

transmission with the company. He designed a 535cc version, whichproduces 45bhp and 

624cc racer (47c.bhp with a top speed to 160dph, 100 mph neither one has made it to North 

America…..yet). 

CLOSEOUT IN UK: 

Royal Enfield UK continued manufacturing motorcycles and came out  with some more 

innovative and powerful machines notably the Royal Enfield Meteor, Constellation and finally the 

Interceptor 700, before being  sold  to  Norton-Triumph-  Villiers (NVT) in 1968. Production 

ceased in 1970 and the company was  dissolved  in 1971. Remaining tooling and equipment of the 

Redditch works were auctioned off. 

Meanwhile the Bullet 350 continued to be manufactured in India and by the 1980y the 

motorcycles were even exported to Europe out of India. Even after the motorcycle manufacturing 

closed down the precision engineering division ran for some more time and even bicycles were 

produced until quite late. 
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THE EICHER CHAPTER: 

In 1990, Enfield India entered into a strategic alliance with the Eicher Group, and later 

merged with it in 1994. It was during this merger that the name En field India changed to Royal 

En field. The Eicher Group is one of India's leading automotive groups with diversified interests in 

the manufacture of Tractors, Commercial Vehicles, Automotive Gears, Exports, Garments, 

Management Consultancy and Motorcycles. Since then, the Company has made considerable 

investments in modernizing its manufacturing technology and  systems. 

In 1996, when the Government decided  to  impose  stringent  norms  for emission Royal 

Enfield was the first motorcycle manufacturer to comply,  a  tradition which has stuck on thus 

making emission  norms  being  one  of  the  most  important  factors the company focuses on.  

Royal  En field  is  amongst  the  first  few  Indian companies to obtain the WVTA (Whole 

Vehicle Type Approval) for  meeting  the  European Community norms. 

 

INFRASTRUCTURE & TECHNOLOGY: 

To manufacture quality bikes that are well known worldwide for their reliability and thoughness 

state -of-art infra structre is required, and that is just what Royal Enfield has done at their Chennai 

manufacturing facility. An active in-house Research & Development wing is constantly nt work to 

meet changing customer preferences and the challenges of Indian anci International environment 

standards. When introducing a new product, this team undertakes all related planning which includes a 

rigorous customer contact program, design, concurrent engineering and testing process. The 

motorcycle design team at Royal Enfield is well equipped with high-end CAD/CAM workstations 

and the latest modelling software. Top-notch designers work continuously to come up with 

innovative bikes designs to meet the expectations of the market. Continuous rigorous testing of 

motorcycles and components are carried out in the Product Development testing labs to come up 

with more improvements in enhancing the customer experience. 

MANUFACTURING: 

Royal Enfield’s manufacturing operations go through a series of modernization and 

improvement efforts, with a number of automated processes. The company has put in place 

modern manufacturing practices like Cellular layouts, Statistical process controls and 

Flexible manufacturing systems. 
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The Chennai manufacturing facility has received the ISO 9001 certification and for 

managing its operations in a clean and safe environment, it has obtained the ISO 14001-

quality certification and  kaizens are implemented to ensure the quality levels are kept at an ever 

rising pace. 

Royal En field ensures that all the components used in the bikes are sourced from the 

best vendors in the Indian automotive industry, who are geared to supply according to the 

Company's stringent quality standards. The company works closely with all of its suppliers, 

giving them technical and managerial support while maintaining practices like Direct-On-

Line and Vendor Self-Certification. 

MARKETING NETWORK: 

You can feel the pulse of your customers, only if you get close to them. This thought 

process has driven Royal En field to set up has a wide network of 11 BrandStores, 180 dealers 

in all major cities and towns, and over 100 Authorized Service Centre. The Company also 

exports motorcycles to 42 countries like the USA, Japan, UAE, Korea, Bahrain, UK, 

France, Germany, Argentina and many other countries through 40 importers and over 300 

dealers across the globe. 

ROYAL ENFIELD REVVIVING UP: 

With the finest and brightest of teams in the country, comprising of management 

professionals and a skillful, committed workforce, the Company has a unique and open culture, 

making Royal En field a vibrant and responsive company. To its customers in India and elsewhere in 

the world, Royal En field means more than just motorcycles; it's a sense of belonging to an 

exclusive community with unfading passion, emotion and interest. 

 

                          As the only motorcycle manufactured in India synonymous with adventure and 

leisure riding, Royal En field has more recently stayed away from regular mass media advertising 

and has concentrated more on building its brand around the values that the brand stands for. Having 

a Cult status the Royal En field motorcycle is known for its Versatility, Uniqueness and is built to 

last. Perceived as a machine in a class of its own and synonymous with Leisure and Adventure; 

riding and charting up the miles. 
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Royal En field strongly promotes leisure motorcycling as a lifestyle and encourages the 

Royal En field riders/owners to keep riding. In this regard, the company organizes annual events and 

rides such as the Himalayan Odyssey, The Tour of Rann of Kutch, The Tour of NH I 7 (Mumbai to 

Goa). The Tour of Rajasthan and the Southern Odyssey. It also organizes the Annual festival of 

biking, Rider Mania in Goa which attracts Royal En field riders from all over. 

AWARDS & ACCOLADES: 

 Apollo Auto India Awards2010: Best Brand 

 Zigwheels.com Viewers Choice Bike of the Year 2009 

 Zigwheels.com Bike of the Year above 251cc 

 NDTV Profit Car & Bike Awards 2010, 2012-13: Motorcycle of the Year above 250cc. 

 NDTV Profit Car &Bike Award s 2010, 2012-13: Best PR communications team. 

 

MAJOR PLAYERS IN INDIAN TWO WHEELER MARKET: 

GROUP PLAYERS ATTRIBUTES COMPETITIVE 

FORCES 

A 
Bajaj 

Hero Motocorp 

Highly diversified 

Aggressive promotion 
 High buyer power 

 High competitive rivalry 

 High entry barrier 

B 
TVS Selectively Diversified 

Aggressive promotion 
 Low entry barriers 

 Narrow product line 

imply that aggressive 

promotions can eat the 

market share  

C 
Honda  

Yamaha 

Selectively Diversified 

Moderate Promotion 
 High threat of substitutes  

 Low entry barriers 
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INTRODUCTION TO CUSTOMER SATISFACTION: 

Customer satisfaction is a term frequently used in marketing. While it's often abbreviated as 

CSAT, it is more correct to abbreviate it as CSat. It is a measure of how products and services 

supplied by a company meet or surpass customer expectation. Customer satisfaction is 

defined as "the number of customers, or percentage of total customers, whose reported 

experience with a firm, its products, or its services (ratings) exceeds specified satisfaction 

goals. In a survey of nearly 200 senior marketing managers, 71 percent responded that they 

found a customer satisfaction metric very useful in managing and monitoring their 

businesses. 

It is seen as a key performance indicator within business and is often part of  a balanced score 

card . In a competitive market place where businesses compete for customers, customer 

satisfaction is seen as a key differentiator and increasingly bas become a key element of 

business strategy. 

“Within organizations, customer satisfaction ratings can have powerful effects. They focus 

employees on the importance of fulfilling customers expectations. Furthermore, when these 

ratings dip, they warn of problems that can affect sales and profitability. These metrics 

quantify an important dynamic. When a brand bas loyal customers, it gains positive word-of-

mouth marketing, which is both free and highly effective. 

DEFINITION: 

The degree of satisfaction provided by the goods& services of a company as measured by the 

number of repeat customers. 

Customer satisfaction is essential for business success in today's marketplace. In this lesson, 

you’ll learn what customer satisfaction is and be provided some examples .A short quiz 

follows the lesson. 

FACTORS INFLUENCE ON CUSTOMER SATISFACTION: 

Customer satisfaction is a measure how well the expectations of the customers concerning a 

product or service provided by your company have been met. 

Customer satisfaction is an abstract concept and involves such factors as the quality of the 

product, the quality of the service provided, the atmosphere of the location where the product 
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or service is purchased, and the price of the product or service. Businesses often use 

customer satisfaction surveys to gauge customer satisfaction. 

 

Quality of product 

Value of product relative to price -a function of quality and price 

Time issues, such as product availability, availability of sales assistance, time waiting at 

checkout, and delivery time 

Customer satisfaction is a marketing term that measures how products or services supplied 

by a company meet or surpass a customer's expectation. 

IMPORTANCE: 

It's a leading indicator of consumer repurchase intentions and loyalty 

It's a point of differentiation 

It reduces customer churn  

It increases customer lifetime value 

It reduces negative word of mouth 

It's cheaper to retain customers than acquire new ones 

. Satisfaction survey will not be used for any other purposes. Without this disclaimer, it may 

be difficult to receive a good response rates. 

The satisfaction of a customer with the purchase is the key to customer retention. By" 

implementing measures which keeps die customer satisfied� you ensure that the customer sticks 

to your brand. He does not shift easily to the competitor. With higher customer satisfaction, 

the customer is likely to 

Rebuy your product 

Upgrade regularly 

Spread the word about your product 

In some cases, he/ she can also give positive feedback as well profitable ideas for the 

company. 
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THE FIVE LEVELS OF CUSTOMER SATISFACTION: 

Customer satisfaction of a particular company can also be plotted on a level·  of 1 to 5. 

Level 1 stands for least customer satisfaction and the last level (Level 5) is of customer delight 

which shows maximum customer satisfaction. 

 

Level one - A level one customer is a customer who is not satisfied with the company. In 

this case the satisfaction of customer is at minimum The customer is likely to leave the 

company and never return. He can also badmouth the company. There are several reasons in 

which a customer might be converted to a level one customer such as the deliveries not 

happening on time, the service is not proper, or over commitment being given by the sales 

force. 

Lack of features in the product generally does not result in a level one customer satisfaction. 

This because if the features were lacking, the customer would not buy the product at   all . Thus 

when  there  are a high number of level one customers, you can understand that the problem is from 

within the company and not from outside. 

Level 2 to Level 4  

Most of the companies fall in this level. This is because this is the average level of   

satisfaction  of  customer.   In  this  case  the  customer  might be happy with the brand but there is no 

guarantee that he will stick back with the brand. The customer does not badmouth the 

company but at the same time he does not also spread a positive word about the product. The 

customer would not be brand loyal but he would be ready to switch brands whenever there is a new 

offering the market. Thus these are not the customers on who you can rely for a long term. 

Obviously each and every company will have at least 60% of the customers who fall this level of 

customer satisfaction. 

RELATED POSITIONING STRATEGY: 

Level five - Level five of the customer satisfaction level represents a group of customers who 

are highly satisfied customers. They are unlikely to shift the brand or the product and they 

have a high emotional band with the brand. Take shoes such as Adidas, Nike or Reebok . 

These are companies which try to increase the number of highly satisfied customers as much 
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as possible. This is because the highly satisfied customer is likely to spread a positive word 

of mouth. 

CUSTOMER DISSATISFACTION: 

Customer dissatisfaction is sometimes the difference between needs versus wants. 

Customers' needs are often very different from their wants. Early, deliberate interaction 

between requirements analysts, quality specialists, and customers can differentiate between 

wants and needs to determine the actual functional and non-functional requirements 

necessary to satisfy the customers' capability needs. Stakeholders from each of the areas 

impacted by the product should be contacted early to engage in requirements gathering and 

specification to ensure that the right product is produced. This includes sponsors (funding), 

managers, users, developers, testers, and quality representatives who have the expertise and 

authority to make decisions early in the product life cycle. These decisions affect the total 

ownership costs from product concept through disposal. Failure to include stakeholder 

representatives will almost always result in less than adequate results and customer 

dissatisfaction. 

REASONS FOR DISSATISFACTION: 

Not Keeping Promises: 

If you give a promise ensure you keep it. Some promises sound great but if they have not 

been kept this may lead to multiple complaints, distrust and switching to competitors. 

Poor customer Service: 

When customer service representatives are not trained properly, keep customers waiting for a 

long time and do not resolve issues, that is called poor customer service. It is very irritating 

to see rep’s efforts in resolving your issue and at the end having a simple question 

unanswered or no solution provided. In addition to this when customers always hear only 

your voice menu , see off-line live chat button and wait about a week for an email reply , 

they will definitely start complaining . And be sure, they will not complain to your staff, they 

will turn to social media because they want to be heard. 
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Not Listening to Customers: 

Ignoring your customers and not listening to them is one of the biggest mistakes a customer 

service rep can make and one of the reasons for customers to complain. Just walk a mile in your 

customers' shoes to see what they feel when they are not listened to. 

Bidden Information and Costs: 

Play fair with your customers. Keeping some of your fees hidden and uncovering this in the 

middle of purchasing process is a frequent reason for a human to complain. The impression 

given is that your company cheats its customers. 

Low Quality of Products or Services: 

     If you promise high quality of your products or services and what you deliver is of lower 

quality, then be sure, your customers will share this bad experience publicly and most likely 

complain in social media networks. 

Keeping an Issue Unresolved: 

Unresolved issues and complaints are deadly to any business. If you turn away from your 

customers and let everything  go "as is" then you will lose most part of your customers. But if you 

keep on resolving issues and complaints improving your service at the same time, then you will 

win loyal customers who will  be  glad to share their positive experience. 

Inaccessibility: 

How easy is it to contact you? Do you provide enough information about your company? 

When a customer is seeking assistance there is nothing worse than lack of contact information or 

unanswered emails and not returned calls. This drives people crazy, especially if they have 

already paid you. 

CUSTOMER DELIGHT: 

Customer Delight is surprising a customer by exceeding his/her expectations and thus 

creating a positive emotional reaction, also called a wow-effect. This wow-effect leads to 

word of mouth a most powerful marketing tool. Customer Delight creates a competitive 

advantage as it directly affects sales and profitability of a company by distinguishing its 

brand, products and services from the competition. 
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For years, customer satisfaction has been seen as a key performance indicator. Customer 

satisfaction measures the extent  to  which  the  expectations  of  a  customer  are  met  

(compared  to  expectations  being  exceeded  with  delight). However, it has been 

discovered that mere customer satisfaction does not predict customer behavior; it does 

not create brand loyalty nor does it encourage positive word of mouth. 

 

WAYS TO DELIGHT THE CUSTOMERS: 

Do the unexpected: 

Another way of going the extra mile for customers is to give them unexpected small rewards. 

For example, if you've sold a customer a laser printer, you could send them a free toner 

cartridge· refill after three months with a note saying: "You're probably close to running out 

of toner, so we're sending you this first refill with our compliments. 

Keep your customers informed: 

No one likes being kept in the dark.  That's  why  it's  important that you  and  your staff keep 

customers informed any time they do business with  you - especially if  promises can't be met. 

For example, if something has delayed a customer's order, contact them as soon as you know 

about it to let them know. Try to compensate in some way; for instance , through a free 

delivery or some extra product or service  the gesture will often more than compensate for 

the late delivery in the customers mind. 

Thank your customers: 

 Isn’t it nice to be appreciated? it’s important to take the time to thank you customer for 

doing business with you . A good way to start is simply ensuring that your staff says Thank 

You after every sale. For higher value products or larger purchases send a thank-you note 

preferably within 2 days of the customer buying from you .A hand -written note always 

makes a good impression, but a simple email can do the job too if that's not practical. 

Add value: 

Build deeper relationships with your customers by adding value to their business or personal life. 

For example, you cou1d send a regular newsletter with relevant tips or insights relating to your 
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product or service. If you own a wine shop, you could consider a monthly newsletter featuring a wine 

of the month, with interesting information about its region and a couple of recipe suggestions to pair 

that wine with. 

Make sure the content is short, useful and entertaining to ensure that customers look forward to 

getting it. Any sales messages should be very low-key to ensure customers don't see it as simply 

another sales pitch. 

Reward loyalty: 

No one likes to be taken for granted, so show your customers that you appreciate their loyalty. Here're 

some ways to reward them 

Invitations to exclusive Preview nights for upcoming sales 

Exclusive customer-only discounts. 

 Special anniversary offers for example you could send them a note with special offer on the 

anniversary of them first doing business with you . Or, if appropriate, send them a birthday 

card with special offer. 

Under promise and over deliver: 

. In business and in life perception is everything. 

Let's say a customer orders a product that usually takes three days to deliver. You quote a three-day 

delivery and the goods arrive on time. The customer gets what they expected but nothing more. 

 

CUSTOMER LOYALTY: 

Customer loyalty is the key objective of customer relationship management and describe the 

loyalty which is stabilized between a customer company, person products or brands . The 

individual market segment should be targeted in terms of developing customer loyalty. 

Customer loyalty is both an attitudinal and behavioral tendency to favor one brand over all 

others, whether due to satisfaction with the product or service, its convenience or performance, 

or simply familiarity and comfort with the brand. 
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Data Analysis and Interpretation 
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1. Occupation: 

Table: 5.1 

S. No Particulars  Number of 

Respondents  

% of Respondents 

1 Student 46 46% 

2 Government Service 17 17% 

3 Self – Employee 28 28% 

4 Others 9 9% 

 total 100 100% 

 

Graph 

 

 

Interpretation  

From the above graph it is interpreted that, majority customers of Royal Enfield are students i.e, 46%, 

28% customers are self – employed, 17% are in government service and 9% customers are of others. 

 

0

20

40

60

80

100

120

St
u

d
en

t

G
o

ve
rn

m
en

t 
Se

rv
ic

e

Se
lf

 –
Em

p
lo

ye
e

O
th

er
s

to
ta

l

1 2 3 4

Number of Respondents

% of Respondents



 
43 

 

 

2. Annual income 

Table: 5.2 

S. No Particulars Number of 

Respondents 

% of Respondents 

1 Less than 1,00,000 28 28 

2 1,00,001 to 1,50,000 42 42 

3 1,50,001 to 2,00,000 16 16 

4 More than 2,00,000 14 14 

 Total 100 100 

 

Graph  

 

 

Interpretation  

From the above graph found that, 28% Royal Enfield customers annual income is less than 1lakh, 45% 

customers are in the income range of 1-1.5lakhs, 16% customers income is in the range of 1.5-2lakhs 

and only 14% customers are earning above 2lakhs. 
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3. Which model of Royal Enfield do you use? 

Table: 5.3 

S. No Particulars Number of 

Respondents 

% of Respondents 

1 Bullet 500 11 11% 

2 Thunder bird 14 14% 

3 Bullet Electra 20 20% 

4 Bullet 350 22 22% 

5 Classic 500/350 33 33% 

 Total 100 100% 

 

Graph  

 

Interpretation 

From the above graph it is interpreted that, 33% of customers are using either Classic 500cc or 350cc 

bullet, 22% customers are using 350cc Bullet, 20% customers are using Bullet Electra, 14% customers 

are using Thunder Bird and 500cc Bullet is used only by 11% of customers. 
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4. How did you purchase the bike? 

Table: 5.4 

S. No Particulars Number of 

Respondents 

% of Respondents 

1 Cash 33 33% 

2 Loan 67 67% 

 Total 100 100% 

 

Graph  

 

 

Interpretation  

From the above graph it is interpreted that,67% respondents prefer to purchase Royal Enfield bikes 

through various finance options (Varun Finance, HDFC, Indusind, etc.,) as the cost of bike is very 

high and only 33% respondents prefer to purchase the bikes through their own money. 
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5. What are the various attributes you normally look while purchasing a two wheeler? 

Table: 5.5 

S. No Particulars Number of 

Respondents 

% of Respondents 

1 Quality Service 16 16% 

2 Less Price 9 9% 

3 Brand Image 43 43% 

4 Prestige 32 32% 

 Total 100 100% 

 

Graph  

 

Interpretation  

From the above graph it is interpreted that, majority of customers i.e., 43% look for a brand image, 

32% customers look for prestige, 16% customers are giving priority to Quality service and 9% 

customers prefer less price. 
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6. What is your source of awareness about Royal Enfield? 

Table: 5.6 

S. No Particulars Number of 

Respondents 

% of Respondents 

1 Newspaper 4 4% 

2 Magazines 7 7% 

3 Friends 54 54% 

4 TV Adds 0 0% 

5 Showrooms 19 19% 

6 Others 16 16% 

 Total 100 100% 

 

Graph  

 

Interpretation  

From the above graph it is found that, 54% customers are influenced by friends, 23% customers are 

influenced by Showrooms, 4% by Newspapers, 7% through Magazines and 16% are influenced by 

other factors. 

0

20

40

60

80

100

120

N
ew

sp
ap

er

M
ag

az
in

es

Fr
ie

n
d

s

TV
 A

d
d

s

Sh
o

w
ro

o
m

s

O
th

er
s

To
ta

l

1 2 3 4 5 6

Number of Respondents

% of Respondents



 
48 

 

 

7. Does colour influenced you in purchasing Royal Enfield bike? 

Table: 5.7 

S. No Particulars Number of 

Respondents 

% of Respondents 

1 Yes 84 84% 

2 No 16 16% 

 Total 100 100% 

 

Graph  

 

Interpretation  

From the above graph it is found that, 84% customers feel that colour of the bike influence their 

purchase and 16% customers don’t give any importance in colour in their purchase. 
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8. What is the mileage of your Royal Enfield bike? 

Table: 5.8 

S. No Particulars Number of 

Respondents 

% of Respondents 

1 45km/lit & Above 7 7% 

2 40 – 45 km/lit 27 27% 

3 35 – 40 km/lit 46 46% 

4 30 km/lit & Below 20 20% 

 Total 100 100% 

 

Graph  

 

Interpretation  

From the above graph it is found that, 46% respondents said that they are getting mileage of 35 – 40 

km/lit, 275 respondents said that it is 40 – 45 km/lit, 20% respondents said it is 30 km/lit and below 

and finally only 7% customers said that it is 45km/lit and above. 
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9. Are you satisfied with your bike mileage? 

Table: 5.9 

S. No Particulars Number of 

Respondents 

% of Respondents 

1 Highly Satisfied 26 26% 

2 Satisfied 58 58% 

3 Dissatisfied 16 16% 

 Total 100 100% 

 

Graph  

 

Interpretation  

From the above graph it is found that, 58% respondents are satisfied with their bike mileage as their 

mileage is 35 – 40 km/lit. 26% respondents were highly satisfied and rest 16% respondents were 

dissatisfied. 
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10. What is the frequency of the breakdown of your bike? 

Table: 5.10 

S. No Particulars Number of 

Respondents 

% of Respondents 

1 Sometimes 26 26% 

2 Always 10 10% 

3 Not at all 64 64% 

 Total 100 100% 

 

Graph  

 

Interpretation  

From the above graph it is found that, 64% respondents say that there is no problem or breakdowns of 

their bikes after purchase, 26% say rarely their bikes get repaired and 10% respondents said their bikes 

always result in breakdowns. 
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11. Which place do you prefer in purchasing Royal Enfield bike? 

Table: 5.11 

S. No Particulars Number of 

Respondents 

% of Respondents 

1 Showroom 64 64% 

2 Direct Second – 

hand 

30 30% 

3 Used Vehicle 

Dealership 

6 6% 

 Total 100 100% 

 

Graph  

 

Interpretation  

From the above graph it is found that, 64% Bullet Riders prefer to buy their bikes from showrooms 

only. 30% were buying second hand bikes. But few i.e, 6% respondents buy the bikes through brokers 

which shows that reliability of an outside party low while making the purchase decision. 
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12.  What is your opinion about the availability of spare parts? 

Table: 5.12 

S. No Particulars Number of 

Respondents 

% of Respondents 

1 Readily Available 68 68% 

2 Don’t get them 

readily 

10 10% 

3 Don’t have good 

spare supply 

16 16% 

4 Major headache 6 6% 

 Total 100 100% 

 

Graph  

 

Interpretation  

From the above graph it is found that, 68% respondents were satisfied with the availability of spare 

parts, 10% respondents feels that they don’t get them readily and 22% respondents were not satisfied 

with the availability of spare parts 
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13. What are the major problems encountered by you after purchasing Royal Enfield? 

Table: 5.13 

S. No Particulars Number of 

Respondents 

% of Respondents 

1 No problem 42 42% 

2 High maintenance 26 26% 

3 Poor after sales 

service 

10 10% 

4 Low mileage 14 14% 

5 Noisy vehicle 8 8% 

 Total 100 100% 

 

Graph  

 

Interpretation  

From the above graph it is found that majority respondents i.e, 42% described that there is no problem 

with their bike, 26% respondents had an issue of high maintenance, 14% of them felt that low mileage 

of the bike is an issue, 10% feels that after sales service is a poor and 8% respondents felt it was a 

noisy vehicle. 
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14.  Are you satisfied with power and pickup of your Royal Enfield Bike? 

Table: 5.14 

S. No Particulars Number of 

Respondents 

% of Respondents 

1 Poor 6 6% 

2 Average 10 10% 

3 Good 26 26% 

4 Excellent 58 58% 

 Total 100 100% 

 

Graph  

 

Interpretation  

From the above graph it is found that, the maximum number of respondents i.e., 58% rated excellent 

and those respondents were very much satisfied with their bike power and pickup, 26% respondents 

rated it is good, 10% of them rated it is a average and 6% respondents rated as poor. 
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15. What is your satisfaction with respect to comfort and safety of Royal Enfield? 

Table: 5.15 

S. No Particulars Number of 

Respondents 

% of Respondents 

1 Poor 9 9% 

2 Average 16 16% 

3 Good 43 43% 

4 Excellent 32 32% 

 Total 100 100% 

 

 Graph  

 

Interpretation  

From the above graph it is found that, 9% respondents rated very poor and they were not at all 

satisfied, 16% rated it is average,32% respondents rated it is excellent as they were very much 

satisfied and majority I.e., 43% of respondents feel that it is good. 
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16. What is your opinion about after sale service? 

Table: 5.16 

S. No Particulars Number of 

Respondents 

% of Respondents 

1 Poor 11 11% 

2 Average 21 21% 

3 Good 36 36% 

4 Excellent 32 32% 

 Total 100 100% 

 

Graph  

 

Interpretation  

From the above graph it is found that, 36% respondents rated good, 32% respondents rated it is 

excellent as they were very much satisfied with after sales service, 21% respondents rated it is as 

average and only 11% respondents said that the sales service is not up to their expectations. 
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17. What do you think is the major barrier for not purchasing Royal Enfield Bike by Non – 

Bullet riders?  

Table: 5.17 

S. No Particulars  Number of 

Respondents  

% of Respondents  

1 High maintenance  23 23% 

2 Poor after sale 

service  

12 12% 

3 High price  28 28% 

4 Low mileage  19 19% 

5 Poor promotion  14 14% 

6 Noisy vehicle  4 4% 

 Total  100 100% 

 

Graph  

 

Interpretation  

From the above graph it is found that, maximum number of respondents i.e., 28% feels that it is of 

high price, 23% has an issue of high maintenance, 19% respondents felt low mileage of the bike, 14% 

respondents feels Royal Enfield has a poor promotion strategies, 12% respondents think there is a poor 

after sales service and only 4% feels it is noisy vehicle. 
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18. Where do you service your Royal Enfield Bike? 

Table: 5.18 

S. No Particulars Number of 

Respondents 

% of Respondents 

1 Showroom 45 45% 

2 Well known bullet 

mechanic 

38 38% 

3 Nearby garage 11 11% 

4 Self service 6 6% 

 Total 100 100% 

 

Graph  

 

Interpretation  

From the above graph it is found that, 45% respondents prefer service of their bike in showroom, 38% 

respondents are servicing their bike at well known bullet mechanic, 11% respondents prefer nearby 

garage and 6% respondents prefer self service. 
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19.  What is your level of satisfaction towards the design of Royal Enfield Bike? 

Table: 5.19 

S. No Particulars Number of 

Respondents 

% of Respondents 

1 Good 63 63% 

2 Moderate 31 31% 

3 Poor 6 6% 

 Total 100 100% 

 

Graph  

 

Interpretation  

From the above graph it is found that, 63% respondents are very much satisfied with the design of 

their bikes, 31% respondents feels a moderate or average and only 6% respondents feels that it is 

design is poor. 

 

 

0

20

40

60

80

100

120

Good Moderate Poor Total

1 2 3

Number of Respondents

% of Respondents



 
61 

 

 

20. Since how many years you are using Royal Enfield Bike? 

Table: 5.20 

S. No Particulars Number of 

Respondents 

% of Respondents 

1 Less than 1 year 36 36% 

2 1 – 3 years 42 42% 

3 3 – 5 years 13 13% 

4 More than 5 years 9 9% 

 Total 100 100% 

 

Graph  

 

Interpretation  

From the above graph it is found that, 42% respondents are using the Royal Enfield bikes from 1-3 

years, 36% respondents are using from less than 1 year, 13% are using between 3-5 years and only 9% 

respondents are using Royal Enfield bike more than 5 years. 
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Findings of the Study: 

 The data collected were analyzed carefully and the following findings were drawn. 

1. Most of the users of Royal Enfield are students and professional people because of 

the design and pickup of the bike. 

 

2. Customers are not attracted to only particular model due to the variants available 

and because the classic 500/350 is the newly released models they are fast moving 

now. 

 

3. Majority of the customers directly choose Royal Enfield as their bike and didn’t 

even have a look at the nearest alternative bike and this shows the loyalty of the 

customers towards the Royal Enfield Brand. 

 

4. It is clear that most of the respondents prefer to buy their bike brand new from 

showrooms only and majority of the customers are very much satisfied with the 

place of purchase of their Royal Enfield bike. This also shows there is more demand 

for new bikes. 

 

5. From the analysis it is clear that majority of the respondents are satisfied with the 

spare parts availability and it can be said the Royal Enfield has a good distribution 

channel for the spare parts in the city. 



 
64 

 

Suggestions: 

1. The company has to increase the frequency of Ads, so that people will be aware of Royal 

Enfield and its features, price, etc., along with its competitors. 

 

2. Care should be taken about dealer’s performance at service, so that it adds image and good 

will to Tapasya Motors Royal Enfield. 

 

3. After sales service is also to be concentrated to build image to the Tapasya Motors Royal 

Enfield. 

 

4. Company has to increase its dealer network to provide the product at every store. 

 

·  
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Conclusion: 

Satisfaction is the level of a person’s felt state resulting from comparing a products perceived 

performance in relation to the person’s expectation. Customer satisfaction is the key source for 

regular and improved revenue in the organizations. Since most of the customers are satisfied with 

the products and service provided by Royal Enfield, the organization should continued the same and 

should adopt the best practices in two wheeler industry. The study helped Tapasya motors Royal 

Enfield to understand Whether the customers are satisfied are not under the various aspects like 

colour, price, frequency of purchase, mostly sold model of Royal Enfield, mileage, availability of 

spareparts, after sales service, satisfaction towards comfortability, safety of the bike and barriers for 

not purchasing Royal Enfield bikes by own bullet users. 
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Appendix 

 
QUESTIONNIRE: 

 
“A STUDY ON CUSTOMER SATISFACTON 

ON ROYAL ENFIELD WITH REFERENCE TO TAPASAYA MOTORS, 
MACHILIPATNAM”. 

 
 
 
 
 
NAME: ………………………………… 
 
 AGE: ………… 
 
1. Occupation  

a) Student  

b) Government Service  

c) Self-Employee  

d) Others  
 
2. Annual Income  

a) Less than 1,00,000  

b) 1,00,001 to 1,50,000  

c) 1,50,001 to 2,00,000  

d) More than 2,00,00  
 
3. Which model of Royal Enfield do you use?  

a) Bullet 500  

b) Thunder bird  

c) Bullet Electra  

d) Bullet 350  

e) Classic 500/350  
 
4. How did you purchase the bike ?  

a) Cash  
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b) Loan  
 
 

 

5. What are the various attributes you normally look while purchasing a two wheeler?  

a) Quality Service  

b) Less Price  

c) Brand Image  

d) Prestige  
 
6. What is your source of awareness about Royal Enfield?  
a) Newspaper  

b) Magazines  

c) Friends  

d) TV Adds  

e) Showrooms  

f) Others  
 
7. Does color influenced you in purchasing Royal Enfield bike?  

a) Yes  

b) No  
 
8. What is the mileage of your Royal Enfield Bike?  

a) 45km/lit& above  

b) 40-45 km/lit 

c) 35-40 km/lit 

d) 30km/lit & below  
 
9. Are you satisfied with your bike mileage?  

a) Highly Satisfied  

b) Satisfied  

c) Dissatisfied  
 
10. What is the frequency of breakdown of your bike?  

a) Sometimes  

b) Always  

c) Not at all  
 
11. Which place do you prefer in purchasing Royal Enfield bike?  

a) Showroom  
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b) Direct Second-hand  

c) Used vehicle dealership  
 
 

12. What is your opinion about the availability of spare parts?  

a) Readily available  

b) Don’t get them readily  

c) Don’t have good spare supply  

d) Major headache  
 
13. What are the major problems encountered by you after purchasing Royal Enfield Bike?  
a) No problem  

b) High maintenance  

c) Poor after sales service  

d) Low mileage  

e) Noisy vehicle  
 
14. Are you satisfied with power and pickup of your Royal Enfield Bike?  

a) Poor  

b) Average  

c) Good  

d) Excellent  
 
15. What is your satisfaction with respect to comfort and safety of Royal Enfield?  

a) Poor  

b) Average  

c) Good  

d) Excellent  
 
16. What is your opinion about after sales service?  

a) Poor  

b) Average  

c) Good  

d) Excellent  
 
17. What do you think is the major barrier for not purchasing Royal Enfield Bikes by Non-Bullet 
riders?  

a) High maintenance  

b) Poor after sales service  

c) High price  
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d) Low mileage  

e) Poor promotion  

f) Noisy vehicle  
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18. Where do you service your Royal Enfield Bike?  

a) Showroom mechanic  

b) Well known bullet mechanic  

c) Nearby garage  

d) Self service  
 
19. What is your level of satisfaction towards the design of Royal Enfield?  

a) Good  

b) Moderate  

c) Poor  
 
20. Since how many years you are using Royal Enfield?  

a) Less than 1 year  

b) 1-3 years  

c) 3-5 years  

d) More than 5 years  
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Introduction 
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“A STUDY ON EMPLOYEE JOB SATISFACTION” 
 

(In Krishna District Milk Producers Mutually aided co-operative union ltd, Vijayawada) 
 

Introduction 
 

Human Resource Management 

Meaning: 

Human Resource means the people. Human Resource management (HRM) is a management function 

that helps Manager’s recruit, select, train and develops members for an organization. Obviously, HRM is 

concerned with the people’s dimension in organization. Human resource management as, it is process of  

co-operation mutually between employers and employees. 
 

“Human Resource Management is that part of management process which is primarily concerned with the 

Human constituents of organization.” 

E.F.L. BREACH 
 

 
Job Satisfaction 

 
Job satisfaction has been defined as job, management, personal adjustment, and social relations. In Other 

words, Job Satisfaction is the extent of positive feelings or attitudes that individuals have towards their jobs 

----- PESTONJEE (1973) 
 

Factors of Job Satisfaction: 
 

There are majorly 4 factors of job satisfaction, they are as follows as: 
 

1. Pay: 
 

Wages are significant factor in job satisfaction. Money not only helps people attain their basic needs but it is 

an instrumental in providing upper-level need satisfaction. Employees often see pay as a reflection of how 

management 

2. The Work itself: 
 

The content of the work itself major source of satisfaction. For, example research related to the job 

characteristics approach to job design, shows that feedback from the job itself and autonomy are two major 

job-related motivational factors. 
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3. Supervision: 
 

Supervision is another moderately important source of job satisfaction. It can be said that there seem to be 

two dimensions of supervisory styles that affect job satisfaction. 

 
 

4. Working Conditions: 
 

Working conditions are other factors that have a modest effect on job satisfaction. If the working conditions 

are good (clean, attractive the surroundings, for instance), the personnel will find easier to carry out their 

roles. 

Other Factors: 
 

• Personal Factors: 
 

They include workers sex, education, age material status and their personal characteristics, family 

background, socio-economic background. 

Benefits of Job Satisfaction: 
 

1. Job satisfaction not only helps employees, but also the organization. 

2. It will reduce absenteeism. 

3. It will be retaining qualified workers and establish smooth relations. 

4. Promotes a healthy, balance life style. 

5. Keeps the stress level to minimum. 

6. Productivity will get increased. 

7. Quality of work. 
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Need for the Study 

Job satisfaction is one of the important factors which have drawn attention of managers in the 

organization. The study is conducted to find out the factors which determine job satisfaction and the 

way it influences productivity in the organization. 
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Objectives of the Study 
 

1. To identify the factors that motivates the Employee in the Job Satisfaction. 
 

2. To find out the opinion about the Job Security provided to Employees in the organization. 
 

3. To know welfare facilities provided by the organization for the Employee’s satisfaction. 
 

4. To understand the problem of the employees in the working conditions. 
 

5. To maintain proper wage structure of employees and making them to receive their benefits. 



5  

Scope of the Study 

To know the effectiveness of Job Satisfaction at Krishna District Milk Producers Mutually Aided 

Co-Operative Union Ltd. Vijayawada. 

The study is based on the topic of job satisfaction. There are many factors that determine employee 

job satisfaction but this study is limited to major areas like compensation structure, appraisal system 

and work practices. This report is useful to the management of the company to know the satisfaction 

levels of employees and they can take measures to increase productivity. 
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Research Methodology 

Definition of Research: 

“Research is a process of step used to collect and analyse the information to increase our understanding of a 

topic”. 

-Creswell 
 

The nature of the data collected was unstructured and qualitative. The information found was not certain 

since such a research on Vijaya diary was not conducted earlier. The research was done to study of “Krishna 

District Milk Producers Mutually Aided Co-Operative Union Limited (Vijayawada)”. 

Two types of data are collected for study 
 

1) Primary data 
 

2) Secondary data 
 

This study is carried out during the period of 45 days. A sample of workers was chosen to collect data for 

the study out the total population. 

Primary Data: 
 

It is the data which is collected for the first time for the study. Primary data is also called as original 

data. Primary data was collected from the respondents by administering a structured questionnaire and also 

through observation, interview & discussion with management. In this primary data is collected from 

workers of “Krishna District Milk Producers Mutually Aided Co-Operative Union Limited (Vijayawada)” 

with the help of structured questionnaires. Information was also gathered by personal observation. 

Secondary Data: 
 

The secondary data collected through text books, the published records of “Krishna District Mutually Aided 

Co-Operative Union Limited (Vijayawada)” Academic reports and through websites. 
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Sampling: 
 

Sample population: 
 

There are totally 1000 employees working in the organization. 
 

Sample size: 
 

Out of the total strength the sample taken amongst workers, i.e., 120 respondents. 
 

Sampling Area: 
 

The research was conducted at “Krishna District Milk Producers Mutually Aided Co-Operative Union 

Limited”. 

Sample Method: 
 

The research was made by the survey in accordance of the employees. So the sample type is Simple Random 

Sampling. 
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Limitations of the Study 
 

• The employees are engaged in their work, so they haven’t given detailed information. 

• The opinions given by the employees may be biased one. 

• The study can’t be applied to all organizations because the organizational climate changes from one 

organization to another organization. 

• The time period of project is only 45 days. 



 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

Chapter-II 

Industry profile 



 

Dairy Industry in India 
 

India the world's large at Balle populations adopted to tropical po nutrition & environment in Livestock 

census 1982, India's bovine population was mullion cattle & million buffalo Milk production gives 

employment to 70 million dairy farmers In terms of total production India ranks million tons in 1997 1998 

The production of various products in 200128 metro to USA with a production of 

APDDCF was formed in Oct 10 to implement operation Food-ll program than involvement of producers in 

organizing milk production procurement processing and it will low due to rapid population growth. It was 

178 garam /day in 1990. There was only an increase of 50 grams per day from 1980-90 I expected that milk 

availability will reach 21 gram/capita day by 200 ADS as paint 300i Today India ranks first in Milk 

production in the world 

Dairy development in India 
 

India has the world's largest cattle buffalo population adapted to tropical climate nutrition & environment. 

ACC to livestock census 1982, India's bovine population was 191 million & 69 million buffaloes. The 

forecast for 2000 AD is 204 million cattle & 78 buffaloes 

Dairy development in India received a fillip after Independence when industrialization awakening warranted 

the establishment of organized milk collection processing distribution of milk to cats the needs of the 

expanded ban population Planned development of during was taken up in the 15-year plan (1951 56). The 

main deterrent factors far milk production was inadequate of suitable marketing structure in the rural areas 

Milk was being marketed in the form of ghee which did not provide sufficient income to the farmers to take 

up the daring In most of the state largest dairies areas produces & Urban milk treatment units. Some of the 

dairy units also established a chain of trill collection & chilling centres in the rural areas to aboard necessary 

facilities for handling milk in large volume & for long distance transport without spoilage. These processing 

centres have had a stimulating effect on the dairy industry in the country 

India has world's largest cattle population however, per capital cattle population in very less compared to 

developed nations. Dairy farming is regarding nations. Dairy farming is regarding as a subsidiary Now it has 

become an important agro business 

First dairy farm is established by military at Allahabad in 1989. British troops got milk supplies from that 

farm It also organized cross breeding with European cattle breeds. 

India is a country of village where farmers have small land holdings. Money lenders barrows money it very 

high interest rates. They exploited the farmers who were poor. 



 

As a result, as large no of farmers in pune Ahmednagar Open hostiles against moneylenders in 1879. 

Subsequently and improvement act 1883 & agriculture act 1884 were, passed to advanced loans at 

reasonable rates of interest to farmers. 

The Government realized that the cooperative credit society act was essential. But enacted had following 

shortcomings. 

1) Only credit societies are register 
 

2) Classification of the societies into urban & rural was scientific. 
 

3) It was selected regarding distribution of profit thus another act named the cooperative societies Act 1912 

was enacted. The act tool care of credit under the supervision of central bank 

The cooperative unions remained control subjects. In the year 1919 cooperative societies become a state 

subject & fell within the scope of provision legislative. Each provinces states formulations of their 

requirements. After intendance the cooperative movement made rapid studies & govt adopted the policy of 

promoting of cooperative movement far establishing economic welfare in the country. The cooperative 

sector was given an implement place in the new economy and acted as a balance between private sector & 

public sector. It becomes pace with the progress of movement & there should be uniformity of cooperative 

society Act 1956 was amended 19 times to suit the changing circumstances. Hence the govt of India 

appointed a committee in 1956 to review cooperative acts in different states & prepared a model bill.  

 
 

AP Dairy Development Cooperative Federation (APDDCF) 
 

APDDCF was formed in act 1981 to implement operation flood 1 program through active involvement of 

produces in organizing milk production, procurement processing & marketing on 'three tier' cooperative 

structure as per the national policy of India. 

The three-tire system consists of primary dairy is operative societies at village level cooperative union at 

district level & federation at the state level. Planning Investment in operation flood-II. 

Plan - 34.43 Crs 

Plan - 247.53 Crs 

Plan -187.00 Crs 

Plan - 349.17 Crs 

Plan - 1166.00 Crs 

Plan - 600.00 Crs 



 

Plan – 1700.00 Crs 
 

Milk products: 
 

The surplus milk after meeting requirement of the liquid milk is being converted into products like food 

milk powder. Ghee, Butter, Sterilized milk, Doodh peda, etc. All these products subject to strict quality 

control before being dispatched. 

The AP Dairy Development federation has got 6 products manufacturing units in AP Namely:  
 

1) Milk products factory Hyderabad 
 

2) Milk products factory. Chittoor 
 

3) Milk products factory Nandyala 
 

4) Milk products factory Proddutoor 
 

5) Sangam Dairy, Vadlamudi 
 

6) Milk Products factory, Vijayawada 
 

7) Milk products factory. Nalgonda Rangareddy 
 

Organization of a dairy farm: 
 

There are many activities involved in successful running of dairy farm many one of these activities is as 

important as any other font profitable dairy farming coordination of all the activities in a dairy farm is known 

as organization of the dairy farm 

Management of Animals: 
 

These successes of dairy depend upon the good health and wellbeing of the cow and buffaloes maintained in 

the dairy and their production. The various aspects to be considered are: 

Housing 

Feeding 

Breeding 

Disease control 

Management of Labour: 
 

Labour is becoming costly and scarce and hence organization is becoming more difficult. The farm should 

be so planned that it shall be possible to completely manage with family labour. Hired labour should be 

minimum and used only for such operations as sowing, harvesting etc., permanent labour if employed 



 

should be minimum but provided with all facilities like housing and should well paid and looked after so 

that they will work wholeheartedly 

Management of Equipment Small dairies may have less equipment and machinery like chilling plant 

pasteurizing plant, tractor trailer harvester, and such other agricultural equipment. These have to be kept in 

good working condition so that all dairy and agricultural operation will go on normally so that all dairy & 

agricultural operations will go on normally and milk may be transported in good condition for marketing. 

Management of milk and milk products: 
 

The profitability of a dairy depends upon the farm in which the milk is disposed of Fluid milk money than 

milk products. Selling in cities fetches more money than in smaller towns. Milk transported to longer 

distances may cost more on transport. There is a chance of Spoiling if more time is allowed between milking 

and sales unless milk is pasteurised and preserved properly 

Record keeping: 
 

Record keeping is important in a dairy which will enable us to know that position of the dairy in all aspects 

to enable us to plan properly record may pertain all aspects of dairying viz, feeding breeding and 

management. It will enable the farmer to breed the cow inn time to give balanced ratio according to mid 

Yield to know the actual production of milk of Individual cows, to know profit and loss in the farm etc.., 

Opportunities in dairy farming: 
 

Dairy enterprise is an efficient and labour-intensive business, so that the shale family of the farmer is pressed 

into service & they are able to produce some productive response from the limited holding utilizing 

agricultural by products & wastes that will go to Waste otherwise. Both males females & old and young can 

be usefully 

Employed for different types of work in a dairy farm 
 

The by-products of dairy Industry like skim milk when it can be fed to their livestock. The skim milk is of 

high value and can be used for poultry and swine with more profit. Farmer who sell milk fat in the form in 

feeding pigs and poultry since skim milk is an excellent source of protein, minerals and of butter ghee 

produce skim milk This can be effectively used vitamins. The dairy industry can also provide various job 

opportunities to the miller of the rural and urban population apart from providing the various opportunities. 

Legal standards: 
 

In India the various standards for dairy industry are formulated by four agerictes 
 

1) The Indian standards institution (SI) 
 

2) Central committee for food standards (CCFS) 



 

3) Directorate of marketing & inspection (AGMARK) 
 

4) Defence services 
 

These four agencies have the different spears of activities, although all try to work closest collaboration. The 

standards by ISI are to be adopted on Voluntary basis. The CCFS is statutory body which not only lays down 

standards for food products including dairy products but also enforces the same. In consultation of CCFS 

the Government of India Ministry of Health frames prevention of food adulteration rule under the prevention 

of food adulteration Act The current set of rules are known as prevention of food adulteration rules 1976 

under AGMARK scheme provision exists for grading ghee only amongst the dairy products. The defence 

services have their separate standards for them on requirements 

Standardized milk is milk who's fat & SNE have been adjusted to a certain predetermined level under 

PFA rules (1976) The standardized milk for liquid consumption should contain a minimum of 4:5& 8.5 SNF 

through country. The standardization can be done by partly skimming the fat in the milk with cream 

separator or by admixture with fresh reconstituted skim milk in proper proportion 

Dairying in Andhra Pradesh: 
 

The program of dairy was initially started with the commendable help of the United Nations international 

children's emergency fund (UNICEF), food & agriculture Org (FAO) Freedom from Hunger campaign org 

of UK These organization assisted a lot of establishment of dairy units in Hyderabad & Vijayawada a in 

1967 & 1969, respectively which led to pioneer dairy development program in Andhra Pradesh late a set of 

cooling & chilling centres have been step to food these gigantic units 

The milk producers have been facing either a lot of problems in the process of production marketing of 

milk improper transport facility poor technology ad absence of price part facility poor technology and 

absence of price particularly during flush period etc. I was at this context the Government of AP has viewed 

to constitute a dairy development Corporation. More than 3.5 Lakhs milk producers get 20cr rs per Annual 

for supplying of milk of which 69% of total benefits belongs to small & marginal farmers, agricultural labour 

& other weaker section of the rural community. 

With all the efforts by APPDC & NEED today Andhra Pradesh has n excellent potential for production 

with progressive farmers who are more receptacle to the new technology & science parties. The estimated 

milk production s 40 Lakhs litres per day Today a strong wave of white revolution is sweating creating a 

new hope of eliminating socio economic in balances AP Is posed to be the dairy land of India playing an 

important role on the National Milk grid. With the implementation of operation flood II program in AP the 

tamps of dairy development has gained a momentum proved a thrust to eradicate poverty Retain 

Employment in rural areas brought gofers awakening confidence among the producers to manager their own 

affairs through dairy cooperative of AP The dairy federation is marching a head with dairy cooperatives to 

herald a new era of prosperity. 



 

Financial Assistance: 
 

The national cooperative development Corporation NCDC) has been providing financial Assistance to dairy 

cooperatives for organization medium & small sized dairy processing plants & milk chilling centres. The 

corporation has sanctioned a total loan assistance of Rs.6.33 Lakh for establishment of 29 cooperative dairy 

units comprising 17 chilling centres & 12 cooling centres 

Dairy Industry in Krishna District 
 

Dairy occupies 2nd place in earning livelihood next to agriculture in Krishna district, as the cattle wealth 

in this district is more the dairy development union after changing different Mgt systems is now stepping 

into cooperative sector to help the small & backward farmers by making them members of the union 

Krishna district with its charge area claims notable place in agricultural activities It is a long-time aptitude 

for the agricultural farmers to possess dairy cattle along with cattle far agriculture. This aspect has drawn the 

attention of the officials of UNICEF, FAD and government of India. After analysing the dairy prospects, 

they expressed the view that there could be bright future for dairy scheme in Krishna district Accordingly a 

survey was undertaken to explore that market for surplus milk in 1960 61 This marks the first step in 

development the dairy industry in the state. 

Dairy Plants Operating in India 
 
 
 
 

Dairy plant Number Capacity 000, L/day 

Cooperative 2123 28394 

Private 403 32415 

Other 63 12170 

Total 673 72979 



 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Chapter-III 

Company profile 



 

COMPANY PROFILE 
 

Introduction to Krishna district milk producers mutually aided cooperative union limited: 
 

The Krishna district has great potential for milk production with a substantial marketable surplus to tap. 

The market-oriented milk production is the key livestock activity to generate stable income for the farmer. 

About 90 percent of rural households are directly concerned with livestock security to the rural poor and 

buffers the risks due to crop failure. 

The original dairying in Krishna District commenced in1965 by the State Government with the assistance of 

UNICEF (United Nations International Children Emergency Fund). Under a pilot project named 

INTEGRATED MILK PROJECT- HYDERABAD AND VIJAYAWADA (1960) a milk supply scheme was 

introduced in 1965 to organize milk collection from the villagers, to process at chilling at Vijayawada and 

Hyderabad. The milk supply scheme was great success with it services to the producers and quality supplies 

to the consumers. 

The initial procurement network was gradually extended to all over, the district with in a span of 5 years. 

The “Milk Product Factory” first of its kinds in south India was established and commissioned in 

Vijayawada by 1969. 

The company got ISO 22000-2005 and ISO 14000 trademark for its quality of milk. The company recently 

made record sales of 1.64 lakhs its/day where as its previous sales record was 1.45 lakhs its/day. 

Vision: “Farmer’s prosperity through technical innovations and customers orientation with specific focus on 

quality and cost”. 

Mission:” Dairying in the district to be the major instruments of strengthening rural economy and making 

available safe milk and milk products”. 

Quality Policy: 
 

“Aiming to be a technologically advanced dairy with global outlook providing products and services of 

highest quality delighting the customers”. 

Most of the Village Diary Cooperative societies are viable and managed by the producer members receiving 

better technical know-how. The Government has enacted APMACS act,1995 (Andhra Pradesh Mutually 

Aided Cooperative Societies Act, 1995), which provides autonomy to the cooperative. As per the policy and 

directives from the state Government/Federation, The Diary Cooperatives register under APCS Act,1964 

were converted in to APMACS ACT, 1995. The Krishna Milk Union in July 2001 in consonance with the 

wishes of its member producers. 



 

Elections are being held as per by laws to the Board Of Management of Krishna Milk Union under 

APMACS Act,1995. 

3C’S Report: 
 

The 3 C’s report explains about the COMPANY PROFILE, CUSTOMERS, COMPETITORS.  
 

Company profile: 
 

Krishna District Milk Producer’s Mutually Aided co- operative union Ltd, was established in the year 1965. 

At present, it is regulated under the Andhra Pradesh Mutually Aided Co -operative society Act 1995, which 

is one of the leading milk producer’s co-operative union in Andhra Pradesh. 

Customers: 
 

Milk for every age group of people 
 

Competitor’s: 
 

Heritage Foods: 
 

Heritage foods limited is one of the most popular and largest private sector dairy company in southern India, 

with a good market presence in Telangana, Andhra Pradesh as well retail stores across Chennai, Hyderabad. 

Kwality Ltd: 
 

Kwality is not only a handler of dairy products in India but also produces various types of own dairy 

products such as curd, cheese, milk, ghee etc., 

Hatsun Agro products: 
 

Hatsun Agro is the largest private sector diary company in India also one of the fastest growing Diary 

company in the world. Popular products include flagship brand by Arogya Hatsun milk and Arun Ice creams. 

Visakha Dairy: 
 

Visakha Dairy by Vijaya Milk producer’s company was established in 1973 and one of the fastest growing 

milk products manufacturing company in Andhra Pradesh. 

Milk Processing and Production: 
 

Production manager is heading the Production Division supported by one diary manager, 11Asst. Diary 

manager and 1 Junior Engineer other production staff engaged in Milk Reception, Milk Processing, Butter 

Making, Ghee Making, Powder Making, Bi- Products Manufacturing and Finished Goods Section. 

Milk Processing Section: 



 

It has 12 storage tanks each of 15,000 Lts. Capacity, six silos each of 30,000 Lts. Capacity and 2 No s of 

50,000 Lts capacity, three cream vats each of 5000 Lts.,2 No s of 3000 Lts and one 15,000 Lts of capacity 

and three numbers of 10,000 Lts/hour. Altogether, it has milk storage capacity of four lakh and eighty 

thousand Lts. 

Sales: 
 

Indents received from various boots and parlours. Depending on the indents the consolidated reports are 

raised. These reports are sent to various sections. Reconciliation statements are prepaid according to the 

indents and the details of stock delivery are maintained for various parlours, boots and institution. Andhra 

Pradesh has prominent place in the dairy of India. Dairy and milk supply has been given importance in the 

five-year plans of the state. Not only with a view has help had the farmer to improve their income had it 

enabled. 

History and Establishment: 
 

Andhra Pradesh has prominent place in dairying India. The cattle wealth of Andhra Pradesh is established at 

Rs. 220 crores and 70% of total of milk products factory, Vijayawada was commissioned an 11.4.1994. milk 

products factory Vijayawada is having the site of 27.3 acres. At present the cost of UNICEF equipment and 

erection is about 19.4 crores (1983-1984). The Krishna district milk products factory’s date of registration is 

in 6.7.1983. authorized share capital Rs.10,00,00.000, paid up share capital Rs.48,12,00,000 members of 

societies registered affiliated. In 1979-1980 machinery was established in processing sections chiller 

capacity 80,000 liters capacity tanks. Now the above capacity is improved chiller capacity. Milk product 

factory, Vijayawada was commissioned on 11.04.1969. 

The factory has installing the capacity of 1.25 lakhs litres per day in the first stage with provision for 

expansion of 3.50 lakhs litres per day in the second stage. Milk product factory, Vijayawada has the 

distinction of handling milk to its capacity in the second year operation. A part from handling milk Krishna 

district, it also handled surplus milk received from district of VISAKAPATNAM, EAST AND WEST 

GODAVARI, PRAKASAM AND NELLORE. 

The factory had packed holding during 1982-1983, with a view of handling the increased surplus milk got 

from NELLORE, PRAKASAM, and EAST and WEST GODAVARI DISTRICTS, a second spray drying 

plant with a latest design to produce about 124MT of milk powder has been established and commissioned 

during 1982. 

Company Growth: 
 

As an integral part of the above project the milk products factory, Vijayawada was commenced on 11-04- 

1969. The factory has got an initial handling capacity of 1,25,000 litres in the first stage with provision of 



 

handle 2,50,000 liters milk in the second stage. It has crossed the mark of 1,00,000 liters in the very first 

year of its operating getting admiration from the UNICEF officials. 

The women have been playing a great role in the rural dairying i.e., feeding of animals, washing and milking 

etc., To encourage this activity in an organized way the APDCFL of foundation three districts viz., 

Nalgonda, Krishna and chittoor already 8 women co-operative societies are organized and 200 new members 

have been enrolled a part from 1000 women members enrolled in other societies. 

Sales Centres: 
 

Vijayawada: RTC bus stand super bazaar, Railway station milk products factory, vastralatha, Vijaya dairy 

parlour, Benz circle, satyanarayanapuram, Machavaram, padamata etc. 

Research and Development: 
 

The India council of Agricultural research has started a research scheme during the period 1970-71 to 

undertake research on milk products. Under this scheme soft cheese, butter milk powder curd, Doodh peda, 

ice cream mix, butter etc, are, manufactured. 

Capacities: 
 

Milk 1,70,000 liters per day 

Ghee 5 tons per day 

Butter 7 tons per day 

Milk powder 5 tons per day 

Refrigeration capacity 1.5 tons capacity 

Stream capacity 15 tones per 1 prt 

Milk packing 1,25,000 packets per day 

Chilling 1,50,000 litres per day 

Processing 1,50,000 litres per day 

 
 

Need for Expansion: 
 

With the introduction of the baby food, the milk handling capacity has been reduced to about 80-85 thousand 

litres of milk in view of the sugar content added in manufactured of the baby good. Therefore, it is proposed 

to expand the present plant by adding additional buildings in the existing vacant area adjacent to the transport 

section. This will enable the factory to handle 1.5 lakh liters per day. 

Management: 

Management of the company shall consist of board of director’s chairman and 

Managing director 



 

• The chairman of the affiliated union enrolled as number 

• Nominee of the government of Andhra Pradesh if the government of Andhra Pradesh 

Is a member 

• Chairman of the board of directions shall over general meeting. In case of this absence the meeting 

shall be conducted by a chairman form amongst the members present. 

• The general body shall be called once a financial year with in greater ending on 31st December. This 

shall be “Annual general meeting”. 

• A special general body meeting may be called at any time by majority vote of board of directors and 

shall be called with one month at least 1/5 of the members of derivation or by the registrar of 

cooperative societies. 

Provision Under Act: 
 

1) Subjects to such resolution as the general body may from time to time pass. The execution 

management of the union shall consist of not more than 17 members as detailed below. 

• 2 elected representatives of affiliated 30 societies. 

• 3 governments nominee. 

• Register of cooperative societies of this nominee. 

2) Director of animal husbandry or his nominee. 

3) Managing director, A.P diary development corporation or his nominee. 

• One to be adopted by the board from the experts in milk business. 

• One Nominee of financing agency. 
 

As soon as the election of the members of the board over they shall meet and elect a chairman and vice- 

chairman who will hold office for one year. The election and vice-chairman is to be held, in the same manner 

every year immediately after the general body meeting in which the training vacancies of directors filled up. 

Managing Director: 
 

The managing director shall be appointed by the government from time to time upon such terms and 

conditions as the government thinks for and the government extends such items it may due necessary and 

expedite. 
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Staff Positions of the Company: 
 

Department No of persons 

Managing Director 1 

Diary Director 2 

Diary Managers 8 

Asst Diary Engineers 8 

Quality Control Officers 1 

Asst Diary Managers 22 

Fodder development Officers 2 

Junior Engineers 8 

Technical Staff 111 

Transport 31 

Finance 39 

Administration 117 

Field Staff 88 

Others (Non-Technical) 375 

Total 803 

 
 

Organization Chart: 
 

 

 
 

 

 
 
 

 

 

 
Quality 
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Fig shows the organization structure of Krishna union milk private limited, Vijayawada. 
 

Milk Procurement: 
 

Milk is being procured twice a day from about 830 villages in the district organized through 29 routes and 6 

chilling besides getting raw milk directly to the factory from certain villages in a radius of 150KM around 

Vijayawada. Among 480 centres, about 431 are registered societies and under Anand Pattern. 

Milk Reception: 
 

As soon as the milk is arrived at the reception dock either through cans or tankers, the laboratory authorities 

conduct all the platform/bacteriological/chemical tests and after its quality confirmation the milk is received 

and sent to silos for storage. 

Raw Milk: 
 

Milk Product Factory, Vijayawada is directly connected by around 175 villages at radius around 50 kms. 

Around Vijayawada. The milk collected from these villages is collected directly at milk products factory, 

Vijayawada for which is equipped with a can conveyor, an electrical weighing machine, a dump tank and 

Straight through can washer with cleaning capacity of 600 cans per hr. 

Chilled Milk: 
 

Chilled milk from chilling centres and other stations through milk tankers is received at the dock and after 

receiving quality confirmation from laboratory the milk is sent for storage. 

Milk Processing Section: 
 

It has 12 storage tanks each of 15,000 Lts. Capacity, six silos each of 30,000 Lts. Capacity and 2 No.s of 

50,000 Lts capacity , three cream vats each of 5000 Lts.,2 No.s of 3000 Lts and one 15,000 Lts of capacity 

and three numbers of 10,000 Lts./hour. Altogether, it has milk storage capacity of four lakh and eighty 

thousand Lts. 

Operations: 
 

Separation of required quantity of whole milk to the extent of demand and with admixture of whole. It is 

also equipped with a Ghee tin filling-cum-sealing machine with a capacity of 5 tins/min. of 15 Lts. The ghee 

packed in 500 ml, 200 ml, 100 ml. sachets and also 50 gms of cow ghee bottles are marketed throughout the 

district and it has very good demand. 

Bi-Product Section: 
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All the fresh milk products like Butter Milk, Sweet lassi, sterilized flavoured milk, curd, unsweet khova, 

malailaddu, Doodh peda, Butter Burfi are manufactured and packed under strict hygienic and aseptic 

conditions in this section. One automatic filling machine was installed. 

Powder Section: 
 

The Valcun Lavel multiple effect gravity flow milk evaporator plant with milk drying capacity of 14 MTs 

per day are under operation fine and superior quantity ISI grade SMP is packed in 25 Kg and 1 Kg packs. 

One Automatic controlling system for Air heater was installed. 

Milk Packaging: 
 

It has a capacity to pack 3,00,000 Lts of various varieties of milk per day. It is equipped with ten sachet 

packing machines each capacity is 180 tubs per hours. Five varieties of milk in ½ Lts sachets for direct 

consumers and in 40 Lts. Can for institutions are being packed. One high speed milk sachet filing machine is 

in proposals 

Need for Expansion: 
 

With the introduction of the baby food, the milk handling capacity has been reduced to about 80-85 thousand 

litres of milk in view of the sugar content added in manufactured of the baby good. Therefore, it is proposed 

to expand the present plant by adding additional buildings in the existing vacant area adjacent to the transport 

section. This will enable the factory to handle 1.5 lakh liters per day. 

Different Products of Vijaya Diary: 
 

1. GHEE 

2. COOKING BUTTER 

3. U.H.T MILK 

4. SLIM MILK 

5. SKIM MILK POWDER 

6. MERRI MILK 

7. STERLIZED CREAM 

8. DOODH PEDA 

9. CURD 

10. PANEER 
 

“SWOT ANALYSIS OF KDMPMACU” 
 

Strengths: 
 

• Milk production potential in Krishna district is substantial. 

• Ability to handle perishable product milk. 
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• Adequate infrastructure facilities available. 

• Availability of well experienced professionals. 

• Excellent brand value for “VIJAYA”. 

• Ability to meet any consumers demand for milk and milk products. 

• Ability to offer best quality long life products. 

• Established bondages with farmers. 
 

Weakness: 
 

• High fixed cost occupying 15% of business turn over. 

• Milk and milk products are high priced loosing competitive edge. 

• Process/product manufacturing facilities and outdated. Lack of modern facilities. 

• Work culture and compatible with growing demand for customer service. 

• Employee skills at various levels require up gradation. 

• High ratio of class 4th staff. 

• Managers lack business experience. 

• Business system and modern management culture is yet to be adopted. 
 

Opportunities: 
 

• Responsive milk producer base. 

• Good public image. 

• Emerging trends of increased spending on foods. 

• Rapid utilization. 

• Growing food service sector. 

• Responsive state government. 

• Pattern of increased spending on foods. 

• Increased purchasing capacity of middle class. 

• Voluntary retirement scheme prune man 
 

Threats: 
 

• Intense competition in liquid milk market. 

• Entry of organized private sector in diary business. 

• Increasing competition for the marketable surplus milk in rural areas. 



 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Chapter-IV 

Theoretical Framework 
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Introduction and Theoretical Frame Work 
 

Human Resource Management: 
 

Meaning: 
 

Human Resource mean the people. Human Resource management (HRM) is a management function 

that helps Manager’s recruit, select, train and develops members for an organization. Obviously, HRM is 

concerned with the people’s dimension in organization. Human resource management as, it is process of  

co-operation mutually between employers and employees. 
 

Definition of Human Resource Management 
 

“Human Resource Management is that part of management process which is primarily concerned with the 

Human constituents of organization.” 

- E.F.L. BREACH 
 

“HRM is planning, organizing, directing, controlling of procurement, development, compensation, 

integration, maintenance, and separation of human resources to the end that the individual, organizational, 

and societal objectives are accomplished.” 

- EDWIN B. FLIPPO 
 

Scope of HRM: 
 

The scope of HRM is indeed vast. All major activities in the working life of a worker from the time of his or 

her entry into an organization until he or she leaves come under the purview of HRM. Specifically, the 

activities included are- HR planning, job analysis and design, recruitment and selection, orientation and 

placement, training and development, performance appraisal and job evaluation, employee and executive 

remuneration, motivation and communication, welfare, safety and health, industrial relations. 

 
 

Functions of Human Resource Management: 
 

HRM functions can be broadly classified into two categories. They are as follows: 
 

1) Managerial Functions 
 

2) Opeartive Functions 
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Objectives of Human Resource Management: 
 

The primary objectives of HRM is to ensure the availability of a competent and willing workforce to and 

organization. Beyond this, there are other objectives, too. 

Specifically, HRM objectives are 4 folded societal, organizational, functional and personal. 

They are as follows: 

1. Societal Objectives: 
 

To be ethically and socially responsible to the needs and challenges of the society while minimizing the 

negative impact of such demands upon the organization. 

2. Organisational Objectives: 
 

To recognize the role of HRM in bringing about organizational effectiveness HRM is not an end in itself. It 

is only mean to assist the organization with its primary objectives. Simply stated, the department exists to 

serve the rest of the organization. 
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3. Functional Objectives: 
 

To maintain the department’s contribution at a level appropriate to the organization’s needs resource are 

wasted when HRM is either more or less sophisticated to suit the organization demands. The department’s 

level of service must be tailored to fit the organization it services. 

4. Personal Objectives: 
 

To assist employees in achieving their personal goals, at least insofar as these goals enhance the individual 

contribution to the organization. Personal objectives of employees must be met if workers are to be 

maintained retained and motivated. 

Features of HRM: 
 

These are the following features of HRM are as follows: 
 

• HRM is concerned with development of human resources. 
 

• It is central subsystem permitting all functions of management. 
 

• It covers all level and categories. 
 

• It is concerned with behavioural, emotional and social aspects of personnel. 
 

Nature of HRM: 
 

HRM is a management functions that helps managers to recruit, select, train and develop members for an 

organization. HRM is concerned with people’s dimension in organizations.  

1. HRM Involves and Application of Management Functions and Principles: 
 

The functions and principles are applied to acquiring, developing, maintaining and providing remuneration 

to employees in organization. 

2. Decision Relating to Employees Must be Integrated: 
 

Decision on different aspects of employees must be consistent with other human resource 

(Hr)decisions. 

3. Decision Made Influences the Effectiveness of an Organization: 
 

Effectiveness of an organization will result in betterment of services to customers in the form of high-quality 

products supplied at reasonable costs. 
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Theoretical Frame Work 

Job Satisfaction 

Introduction: 

Human Resources is considered to be the most valuable asset in any organisation. It is the sum -total of 

inherent abilities, acquired knowledge and skills represented by the talents and aptitude of the employed 

persons who comprise executives, supervisors, and the rank and file employees. 

Job satisfaction is of most significance from the standpoint of employee morale. It is a complex of different 

attitude possessed by an individual. These attitudes relate to several aspects of the job such as wages, 

supervision, steadiness of employment, conditions of work, opportunity for advancement, job security, 

working hours, fringe benefits, recognition and allied factors. 

In addition to these job-related factors, individual adjustment and group relationship outside the job also 

form major determinants of job satisfaction. 

Meaning: 
 

Job satisfaction refers to a person’s feeling of satisfaction on the job, which acts as a motivation to work. 

It is not self-satisfaction, happiness or self-contentment but the satisfaction on the job. 

The term relates to the total relationship between an individual and the employer for which he is paid. 

Satisfaction does mean the simple feeling state accompanying the attainment by an impulse of its objectives. 

Job dissatisfaction does mean the absence of motivation at work. Research workers differently described the 

factors contributing to job satisfaction and dissatisfaction. 

Job satisfaction is defined as the, pleasurable emotional state resulting from the appraisal of one’s job as 

achieving or facilitation the achievement of one’s job values. 

Definition: 
 

The job satisfaction is a combination of psychological, physiological and environmental circumstances that 

cause a person to say, “I am satisfied with my job. 

-------HOPPOCK (1973) 
 

The job satisfaction has been defined as job, management, personal adjustment, and social relations.  
 

----- PESTONJEE (1973) 
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According to PESTONJE, job satisfaction can be taken as a summation of employee’s feelings in four 

important areas. These are: 

1.Job- Nature of work (dull, dangerous, interesting), hours of work, fellow workers, opportunities on the job 

for promotion and advancement(prospects), over-time regulations, interest in work, physical environment, 

and machines and tools. 

1.Management-Supervisory treatment, participation, rewards and punishments, praise and blames, leaves 

policy, and favoritism. 

1.Social relations -Friends and associates, neighbours, attitudes towards people. 

2.Personal adjustment -Health and emotionally. 

Need for the Job Satisfaction: 
 

1.Job satisfaction is one of the influencing factors in achieving goals of the organization. 

2.Job satisfaction has some relation with the mental health of the people. 

3.Job satisfaction has some degree of positive correlation with physical health of the people. 

4.Spreads goodwill about the organization and attracts qualified and dynamic people. 

5.Job satisfaction reduces absenteeism. 
 

Importance of Job Satisfaction: 
 

• Job satisfaction has some positive correlation with physical health of employees. 
 

• Reduces absenteeism. 
 

• Satisfied employees can do work effectively and efficiently. 
 

• Job satisfaction helps to reach goals. 
 

Factors of Job Satisfaction: There are majorly 4 factors of job satisfaction, they are as follows as: 

1.Pay: 

Wages are significant factor in job satisfaction. Money not only helps people attain their basic needs 

but it is an instrumental in providing upper-level need satisfaction. 

Employees often see pay as a reflection of how management views their contribution to the 

organization. Fringe benefits are also important, but they are not as influential. 

One reason undoubtedly is that most employees do not even know how much they are receiving in 

benefits. Moreover, most tend to undervalue these benefits because they cannot see their practical value. 
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2. The Work Itself: 
 

The content of the work itself major source of satisfaction. For, example research related to the job 

characteristics approach to job design, shows that feedback from the job itself and autonomy are two major 

job-related motivational factors. 

This is because promotions take a number of different forms and have variety of accompanying 

rewards. 

For example, individuals who are promoted on the basis of seniority often experience job satisfaction 

but not as much as those who are promoted in the job performance. 

Additionally, a promotion with a 10% salary raise is typically not as satisfying as one with 20%salary 

raise. 

This helps explain why executive promotions may be more satisfying than promotions that occur at 

the lower levels of organizations. 

 
 

3. Supervision: 
 

o Supervision is another moderately important source of job satisfaction. It can be said that there seem 

to be two dimensions of supervisory styles that affect job satisfaction. 

o One is employee centeredness. This is measured by degree to which a supervisor takes a personal 

interest in the employee’s welfare. 

o It is commonly is manifested in ways such as checking to see how well the subordinate is doing, 

providing advice and assistance as well as on official level. 

4. Working Conditions: 
 

Working conditions are other factors that have a modest effect on job satisfaction. If the working 

conditions are good (clean, attractive the surroundings, for instance), the personnel will find easier to carry 

out their roles. 

If the working conditions are poor (hot, noisy surroundings for example), personnel will find it more 

difficult to get things done. 

Other Factors: 
 

• Personal Factors: 
 

They include workers sex, education, age material status and their personal characteristics, family 

background, socio-economic background. 
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• Factors Inherent in the Job: 
 

These factors have recently been studies and found to be important in the selection of employees. Instead of 

being guided by their co-workers and supervisors, the skilled workers would rather like to be guided by their 

own inclination to choose jobs in consideration of ‘what they have to do’. These factors include: the work 

itself, conditions, influence the workers. Their presence in the organization motivates the workers and 

provides a sense of job satisfaction. 

Variables of Job Satisfaction 
 

According to Abraham A. Korman, there are two types of variables which are found correlated with the job 

satisfaction of an individuals. These are: 

1. Organizational Variables 
 

2. Personal Variables 
 

1. Organizational Variables: 
 

• Occupational Level: 
 

The level of the job, the greater job satisfaction of individual. This is because higher level jobs carry greater 

prestige and self- control. This relationship between occupational level and job satisfaction stems from social 

reference groups theory in that our society values some jobs more than others. People in higher level jobs 

finds most of the needs satisfied than when they are in lower level ones. 

• Job Content: 
 

Greater the job variation in job content and the less the repetitiveness with which the tasks must be 

performed, the greater the satisfaction of the individuals involved. Since, job content in terms of variety and 

nature of tasks called for is a functional of occupational level; the theoretical arguments given above apply 

here also. 

Pay and Promotions Opportunities: 
 

All other things being equal these two variables are positively related to job satisfaction. An explanation for 

this finding lies in both theories discussed above. 

Interaction in the Work Group: 
 

Interactions is most satisfying when it results in the cognition that other person’s attitude are similar to one’s 

own since this permits the ready calculability of the other’s behaviour and constitutes a validation of one’s 

self, it results in being accepted by others, and it facilitates the achievements of goals. 
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2. Personal Variables: 
 

For some people, it appears most jobs will be dissatisfying irrespective of the organizational conditions 

involved, whereas for others, most jobs will be satisfying. Personal variables like age, educational level, sex, 

etc., are responsible for this difference. 

o Age: 
 

Most of the evidence on the relation between age and job satisfaction, holding such factories occupational 

level constant, seems to indicate that there is generally a positive relationship between the two variables up 

to the preretirement years and then there is a sharp decrease in satisfaction, an individual aspires for better 

and more prestigious jobs in later year of his life. 

o Educational Level: 
 

Occupational level held constant there is a negative relationship between the educational level and job 

satisfaction. The higher the education, the higher the reference group which the individual looks to for 

guidance to evaluate his job rewards. 

o Role and Perception: 
 

Individuals hold different perception about. i.e., the kind of activities and behaviours they should engage in 

to perform their job successfully. Job satisfaction is determined by this factor also. The more accurate the 

role perception of an individuals the greater his satisfaction. 

o Sex: 
 

There is as yet no considerations evidence as to whether are most satisfied with their jobs than men, holding 

such factors as job and occupational level constant. One might predict this to be the case, considering the 

generally lower occupational aspiration of women. Seen in the accompanying application. Some of the most 

common are rating scales, critical incidents, interviews, and action tendencies. 

1. Rating Scales: 
 

The most common approach for measuring job satisfaction is the use of rating scales. One of the most 

popular is the Minnesota satisfaction questionnaire (MSQ). The instrument (MSQ) provides a detailed 

picture of the specific satisfactions and dissatisfaction of employees. 

2. Critical Incidents: 
 

The critical incidents approach to the measurement of job satisfaction was popularized by Fedrick Hertzberg. 

He and his colleagues used his techniques in their research on the two- factory theory of motivation. 
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Employees were asked to describe incidents on their job when they are particularly satisfied and dissatisfied. 

These incidents were then content analyses in determining which aspects were mostly closely related to 

positive and negative attitudes.one of the major benefits of the critical incidents approach is that allows the 

respondent to say whatever they want. The individuals are not restricted by predetermined categories or 

events as on a structured questionnaire. 

3. Interviews: 
 

Another method of assessing job satisfaction is through the use of personal interviews. This approach allows 

for an in-depth exploration of job attitudes. 

Finally, there is the cost factor. Interviews are a relatively time consuming and thus expensive way of 

gathering information. 

 
 

 
 
 

FIG: SHOWS THE FACTORS OFJOB SATISFACTION 
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Theories of Job Satisfaction: 
 

There is vital difference among experts about the concept of job satisfaction. Basically, there are four 

approaches/theories of job satisfaction. 

1. Need -Fulfilment Theory 
 

2. Discrepancy Theory 
 

3. Equity Theory 
 

4. Hertzberg’s Motivation-Hygiene Theory 
 

5. M.C Gregory’s Theory 
 
 
 

1. Need -Fulfilment Theory: 
 

According to theory of job satisfaction will vary directly with the extent to which can be satisfied are actually 

satisfied. Job satisfaction is positively related to the degree to which one’s needs are fulfilled. The fulfilment 

theory suffers from a major drawback. Satisfaction is a function of not only what a person receives but also 

what he feels he should receive. what may satisfy one individual may not satisfy the other due to different 

in their expectations. 

2. Discrepancy Theory: 
 

The proponents of this theory argue that satisfaction is the function of what a person actually receives from 

his job satisfaction and what he thinks he should receive or what he expects to receive. When the actual 

satisfaction and dissatisfaction are functions of the perceived relationship between what one wants from 

one’s job and what one perceives it is offering. This approach does not make it clear whether or not over 

satisfaction is a part of dissatisfaction and if so, how does it differ from dissatisfaction. This led to the 

development of equity theory of job satisfaction. 

3. Equity Theory: 
 

The proponents of this theory are of the view that a person’s satisfaction is determined by his perceived 

equity, which in turn determined by his input-output balance compared with the input – output balance other. 

Every individual compared his rewards with those of a reference group. 

4. Motivation Theory (Two Factory Theory): 
 

This theory was developed by “HERTZBERG, MANSUER, PETERSON AND CAP WELL “who 

identified certain factors as satisfiers and dissatisfies. Factors such as achievement, recognition, 

responsibility etc., are satisfiers, the presence of which causes satisfaction but their absence does not result 

in dissatisfaction. Their presence, however, does not result in job satisfaction, the studies designed to test  



35  

their theory failed to give any support to this theory, as it seems that a person can get both satisfaction and 

dis satisfaction at the same time, which is not valid. 

5.M.C. Gregor’s Theory: 
 

DOUGLAS M C GREGORY set forth at opposite extremes two pairs of assumptions about human being, 

which his thoughts were implied by their action of autocratic and permissive managers. First, set of 

assumptions are contained in “Theory x” and second set in “Theory Y”. 

M C Gregory states that management is responsible for organizing the elements of productive enterprise— 

money, material and equipment people in the interest of economic ends. 

1.Theory X: 
 

M c Gregory makes the following assumptions about their subordinates. 
 

1. The average human being has an inherent dislike of work and will avoid it, if he can. 
 

2. Because of this human characteristic of dislike of work, most people must be directed and threatened 

with punishments to get them to put forth adequate efforts towards the achievements of organizational 

objectives. 

3. The average human being prefers to be directed, wished to avoid responsibility, has relatively little 

ambition and want security above all. 

2. Theory Y: 
 

MC GREGORY propounded Theory Y, which, he said, would better represent the human behaviour. The 

assumption under theory is as under: 

1. The expenditure of physical and mental effort in work is as nature as play rest. 

2.The average human being does not inherent dislike work. 

3.Depending upon controllable conditions, work may be a source of satisfaction or source of punishments.  
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Fig 2. Job Satisfaction Theory Wheel 
 
 

 

 
 
 

Benefits: 
 

1. Identification of Employees Attitudes: 
 

A survey reveals how employees feel about jobs, what part of their jobs: these feelings are focused on which 

departments are particularly affected and whose feelings are involved. Survey also indicates specific areas of 

satisfaction or dissatisfaction. The survey is a powerful diagnostic instrument for assessing employee 

problem. 

2. Surveys Improves Satisfaction: 
 

For some employees, the survey is a safety value on emotional realize, a chance to get things off their chest. 

For other the survey is a tangible expression of management’s interest in employee welfare, which gives 

employees reason to fed better towards management. 
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3. Improves Communication: 
 

Communication flows horizontally, vertically, upward and downward. As people want the upward 

communication when employees are encouraged to comment about what they really have in their minds.  

Job Satisfaction in Vijaya Diary 
 

Job satisfaction in Vijaya Diary depends on different factors which influence the performance of employees 

and the organization. those are as follows: 

1. Inherent in the Job: 
 

These factors have b recently been studied and found to be important in the selection of employees. Instead 

of being guided by their co-workers and supervisors, the skilled workers would rather like to be guided by 

their own to choose jobs in consideration of what they have to do. 

2. Factors Controlled by the Management: 
 

They include the nature of supervision, job security, kind of work group, wage rate, promotional 

opportunities and transfer policy. All these factors greatly influence the workers. It is viewed that employee 

satisfaction strongly influences the production efficiency of an organization whereas absenteeism, employee 

turnover, alcoholism, irresponsibility are the results of job dissatisfaction. However, employee satisfaction 

or dissatisfaction forms opinions about the job and the organization which results in employee morale. 

3. Job Satisfaction and Productivity: 
 

It is generally assumed that a satisfied employee will also be a productive employee. On the face of it one 

may find this is to be irrefutable fact. The evidence particularly in the west no relationship between job 

satisfaction and productivity. Three main surveys of job satisfaction suggest virtually no evidence of any 

relationship between these two variables. One of the earlier surveys of BRAY FIELDS AND C ROCKET 

(1995) examined a number of studies on the western sample and found to relationship between job 

satisfaction and performance. Similar findings are reported by HERTZBERG and his associates (1957), 

VROOM (1964) reported findings of 20 studies published during 1945 to 1963 and found a medium 

correlation of 0.14 with range of 0.86 to 0.31. 

4. Job Satisfaction and Work Behaviour: 
 

Generally, the level of job satisfaction seems to have some relations with various aspects of work behaviour 

like absenteeism, adjustments, accidents, productivity and union affiliation. 

In Vijaya Diary reveals that the higher the satisfaction with the job, the lower is the rate of accidents. 
 

Measuring of Job Satisfaction: 
 

Management conducts job satisfaction survey in order to get information for making some decisions.  
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Rating Scales: 
 

The most common approach or measuring job satisfaction is the use of rating scales. These scales fall into 

two general categories. One is called “Taylor made scale”, which are conducted for a particular setting of  a 

project. The second comprises” Standardized scales”, which have been developed to establish group norms 

on the scales and to ensure the reliability and validity of the measuring the instruments. It is the Taylor made 

scales, which is re frequently used. 

Critical Incidents: 
 

Hertz Berg and his associates in their research on the two factors theory of motivation developed the critical 

incident approach to measurement of job satisfaction. Employees were asked to describe incidents on their 

job when they were particularly satisfied or dissatisfied. These incidents were then content analysed in 

determining which aspects were closely related to positive and negative attitude. 

Interviews: 
 

Personal interviews are another method of measurement of satisfaction. Employees are interviewed 

individually and the responses reveal their satisfaction or dissatisfaction. 

Action Tendencies: 
 

These represents the inclination; people have to avoid approach certain thing. By gathering information 

about they feel like acting with respect to their jobs, the employee satisfaction can be measured. 

Use of Existing Information: 
 

Before conducting any formal satisfaction survey, managers do well to examine two other methods of 

assessing employees through constant interaction and communication. This is a particular and timely method 

of determining the job satisfaction. Besides, there are number of indicators already available in the 

organization, and their collection in the form of reports will throw much light on the degree of employee’s 

satisfaction. 



 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Chapter-V 

Data Analysis 
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DATA ANALYSIS 
 

Job Satisfaction Analysis 
 

Total number of respondents = 120 
 

Table:1. Does your company offer opportunities for promotions and career development? 
 

Attributes No. of Respondents % of respondents 

Strongly agree 70 58% 

Agree 50 42% 

Neutral 0 0% 

Disagree 0 0% 

Strongly disagree 0 0% 

 
 
 
 
 

 

 
Interpretation: Table-1 shows that 58% of respondents Strongly agree ,42% of respondents agree, 0 % are 

neutral, 0% of respondents disagree, and 0% are strongly disagree towards the statement that company offer 

opportunities for promotions and career development. 
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Table 2. Does your company provide satisfactory salary according to the work? 
 
 
 
 

Attributes No. of Respondents % of Response 

Strongly agree 66 55% 

Agree 54 45% 

Neutral 0 0% 

Disagree 0 0% 

Strongly disagree 0 0% 

 
 
 

 

 

Interpretation: 
 

Table-2 shows that 55% of respondents Strongly agree ,45% of respondents agree, 0 % of respondents are 

neutral, 0% of respondents disagree, and 0% of respondents are strongly disagree towards the statement that 

company provide satisfactory salary according to the work. 
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            Table 3. How is your interpersonal relationship with your superiors? 
 
 
 
 

Attributes No. of Respondents % of Response 

Excellent 45 37% 

Very good 40 33% 

Good 35 29% 

Average 0 0% 

Poor 0 0% 

 
 
 

 

 

Interpretation: 
 

Table-3 shows that 37% of Respondents Excellent ,33% of respondents Very Good, 29% are Good, 0% 

respondents of Average, and 0% are Poor towards the statement that interpersonal relationship with your 

superiors. 
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Table 4. Does the employees share experience to help each other? 
 

Attributes No. of Respondents % of Respondents 

Yes 100 83% 

No 20 16% 

 
 

 
 
 
 

Interpretation: 
 

Table-4 shows that 83% of respondents are agreed and 16% of respondents are not agreed towards the 

statement that the employees share experience to help each other. 
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            Table 5. How is the Physical working condition in the company? 
 
 
 
 

Attributes No. of Respondents % of Respondents 

Excellent 54 45% 

Very good 35 30% 

Good 30 25% 

Average 0 0% 

Poor 0 0% 

 
 
 

 

 
 
 

Interpretation: 
 

Table-5 shows that 45% of respondents Excellent ,30% of respondents Very Good, 25% are Good, 0% of 

respondents Average, and 0% are Poor towards the statement that how is the Physical working condition in 

the company. 
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           Table 6. Are you satisfied with welfare facilities provided by the organization? 
 

Attributes No. of Respondents % of Respondents 

Very satisfied 60 50% 

Satisfied 36 30% 

Neither satisfied nor 

dissatisfied 

24 20% 

Dissatisfied 0 0% 

Very dissatisfied 0 0% 

 
 

 
Interpretation: 

 
Table-6 shows that 50% of respondents Very satisfied, 30% of respondents Satisfied, 20% respondents 

neither satisfied nor dissatisfied, 0% are dissatisfied, and 0% are very dissatisfied towards the statement that 

welfare facilities provided by the organization. 
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Table 7. What is your opinion regarding working hours in your organization? 
 

Attributes No. of Respondents % of respondents 

Excellent 48 40% 

Very good 67 56% 

Good 5 4% 

Average 0 0% 

Poor 0 0% 

 
 
 
 
 

Interpretation: 
 

Table- 7 shows that 40% of respondents Excellent ,56% of respondents Very Good, 4% are Good, 0% of 

respondents Average, and 0% are Poor towards the statement that opinion regarding working hours in your 

organization. 
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Table 8. Are you satisfied with the incentives; bonus provided by the organization? 
 
 
 
 

Attributes No. of Respondents % of Respondents 

Highly satisfied 36 30% 

Satisfied 72 60% 

Neither satisfied nor 

dissatisfied 

12 10% 

Dissatisfied 0 0% 

Highly dissatisfied 0 0% 

 
 
 

 

 
 
 

Interpretation: 
 

Table-8 shows that 30% of respondents Very satisfied, 60% of respondents Satisfied, 10% respondents 

neither satisfied nor dissatisfied, 0% dissatisfied, and 0% are very dis satisfied towards the statement that 

with the incentives, bonus provided by the organization. 
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Table 9.Does your organization provide feedback to employees about the work? 
 

Attributes No. of Respondents % of Respondents 

Yes 20 16% 

No 100 83% 

 
 

 
 
 
 

Interpretation: 
 

Table-9 shows that 16% of respondents agreed and 83% not agreed towards the statement that organization 

give feedback and support to employees about the work. 
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Table 10.What is your opinion about the job security provided to all Employees in your organization? 
 
 
 
 

Attributes No. of Respondents % of Respondents 

Excellent 10 8% 

Very good 86 72% 

Good 24 20% 

Average 0 0% 

Poor 0 0% 

 
 

 
 
 

Interpretation: 
 

Table- 10 shows that 8% of respondents Excellent ,72% of respondents Very Good, 20% are Good, 0% of 

respondents Average, and 0% are Poor towards the statement that opinion about the job security provided to 

all Employees in your organization. 
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Table 11. Do you identify any factors that contribute to stress at work? 
 
 
 
 

Attributes No. of Respondents % of Respondents 

Long working hours  
 
73 

64% 

Heavy work load 43 36% 

Changes within the 

organization 

0 0% 

Job content and demand 0 0% 

 
 
 

 

 
 
 

Interpretation: 
 

Table-11 shows that 64% of respondents expressed about long working hours, 36% of heavy work load 

towards the statement that you identify any factor that contributes to stress at work. 
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Table 12.Mutual co-operation among people in the organization? 
 
 
 
 

Attributes No. of Respondents % of Respondents 

Good 80 66% 

Bad 40 33% 

 
 
 

 

 
 
 

Interpretation: 
 

Table-12 shows that 66% of respondents states Good and 33% of respondents states bad towards the 

statement that mutual co-operation among people in the organization. 
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Table 13. Does organization conduct counselling programs for the employees on regularly basis? 
 
 
 
 

Attributes No. of Respondents % of Respondents 

Very satisfied 60 50% 

Satisfied 36 30% 

Neither satisfied nor 

dissatisfied 

24 20% 

Dissatisfied 0 0% 

Very dissatisfied 0 0% 

 
 
 

 

 

Interpretation: 
 

From the table-13 shows that shows that 50% of respondents Very satisfied, 30% of respondents Satisfied, 

20% respondents neither satisfied nor dissatisfied, 0% dissatisfied, and 0% are very di satisfied towards the 

statement organization conduct counselling programs for the employee regularly basis. 
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Table 14.Does your organization recognise and acknowledge your work? 
 
 
 
 

Attributes No. of Respondents % of Respondents 

Very satisfied 50 40% 

Satisfied 63 52% 

Neither satisfied nor 

dissatisfied 

7 6% 

Dissatisfied 0 0% 

Very dissatisfied 0 0% 

 
 
 
 
 
 
 

 

Interpretation: 
 

From the table-14 shows that shows that 40% of respondents Very satisfied, 52% of respondents Satisfied, 

6% respondents neither satisfied nor dissatisfied, 0% dissatisfied, and 0% are very dis satisfied towards the 

statement organization recognise and acknowledge your work. 
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Table 15. Which of the following factor motivates you most? 
 
 
 
 

Attributes No. of Respondents % of respondents 

promotion 25 20% 

Leave 40 33% 

Salary 35 29% 

Recognition 10 8% 

Working hours 10 8% 

 
 

 

Interpretation: 
 

Table-15 shows that 20% of respondents are satisfied with promotion, 33% of leave, 29% of salary, 8% of 

recognition, 8% of working hours towards the statement that which factor motivates you most.  



 

 
 
 
 
 
 
 
 
 
 

Chapter-VI 

Findings and Suggestions 

& 

Conclusions 



 

FINDINGS: 

➢ Majority of respondents are satisfied with physical working conditions in organization. 

➢ 83% of employees shares experience to help each other. 

➢ 55% of respondent’s states that company provide satisfactory salary according to the work. 

➢ Most of the employees felt that inter-personal relations are good. 

➢ Company is offering opportunities for promotions and career development. 



 

SUGGESTIONS: 
 
 

✓ The organization must give feedback to employees about the work. 

✓ The management has to provide flexible timings to employees, so that they can 

reduce stress at work. 

✓ The organization is to provide good job security to employees, so they can maintain 

in the same manner. 

✓ Organization must conduct counselling programs for the employees on regularly 

basis. 

✓ Forming a separate department to notify the problems of employees directly. 

solving them immediately 

✓ Conducting an event to make stress relief of employees. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 

 

 
CONCLUSION: 

Job satisfaction plays a vital role in organization development. It encourages the employees to do 

work more effectively. The organization increases the job satisfaction. By different measures like 

sophisticated infrastructure, working conditions, working hours, maintaining good industrial 

relations etc. 

As per the analysis the working environment in Vijaya diary is good, and employees satisfied with 

their job roles, timings of the job, career development and performance appraisal. 

Few numbers of employees satisfied with working conditions and some members felt that there is 

too heavy work load in the organization. 
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Appendix 



 

QUESTIONNAIRE ON EMPLOYEE JOB SATISFACTION 
 

NAME OF THE EMPLOYEE: DESIGNATION: 
 

NAME OF THE DEPARTMENT: AGE: 
 

GENDER: 
 

The following are the options regarding your feelings about your job. kindly agree your opinion by 

indicating correct choice. 

1.Does your company offer opportunities for promotions and career development? 
 

a) Strongly Agree b) Agree  

c) Neither agree nor disagree d) Disagree e) highly disagree 
 
2.Does company provides satisfactory salary according to the work? 
 
a) Strongly Agree 

 
b) Agree 

 

c) Neither agree nor disagree d) Disagree e) highly disagree 
 

3. How is your interpersonal relationship with your superior? 
 

a) Excellent b) very good c) Good 
 

d) Average e) Poor 
 

4. Does the employees share experience to help each other? 
 

a) Yes b) No 
 

5. How is the Physical working condition in the company? 
 

a) Excellent b) Very Good c) Good d) Average e) poor 
 

6. Are you satisfied with welfare facilities provided to the employees by the organization? 
 

a) Highly satisfied b) Satisfied c) Neither Satisfied nor dis satisfied 
 

d) Dissatisfied e) Highly dis satisfied 
 

7. what is your opinion regarding working hours in your organization? 
 

a) Excellent b) Very Good c) Good d) Average e) poor 
 

8. Are you satisfied with the incentives, bonus provided by the organization? 
 

a) Highly satisfied b) Satisfied c) Neither Satisfied nor dis satisfied 
 

d) Dissatisfied e) Highly dis satisfied 



 

9. Does your organization provides feedback to employees about the work? 
 

a) Yes b) No 
 

10. what is your opinion about the job security provided to all Employees in the organization? 
 

a) Strongly Agree b) Agree 
 

c) Neither agree nor disagree d) Disagree e) highly disagree 

11. Do you identify any factors that contribute to stress at work? 

a) Long working hours b) Heavy work load 
 

c) Changes within the organization d) Job content and demand 

12. Mutual co-operation among employees in organization? 

a) Good b) Bad 
 

13.Does organization conduct counselling programs for the employees on regularly basis? 
 

a) Highly satisfied b) Satisfied c) Neither Satisfied nor dis satisfied 
 

d) Dissatisfied e) Highly dis satisfied  

14. Does your organization recognise and acknowledge your 

work? 

a) Strongly Agree b) Agree 
 

c) Neither agree nor disagree d) Disagree e) highly disagree 
 

15. which of the following factor motivates you most? 
 

a) Promotion b) Leave c) Salary 
 

d) Recognition e) Working hours 



 

 

A Study on  
“Effectiveness of Promotional Strategies at Big Bazaar”, Vijayawada 

  submitted 

In partial fulfilment of the requirements for the award of the degree of 

MASTER OF BUSINESS ADMINISTRATION 

(Jawaharlal Nehru Technological University-Kakinada) 

By 

DASIKA.B.N.V.SAI.RAGHAVA.RAMACHANDRA SARMA 
Regd.No:18481E0015 

 
 

  Under the 
  Guidance of 
 
 
  Dr.S.RAMESH BABU 

Asst. Professor 
   Department of Business and Management Studies 

 
 

 

 

DEPARTMENT OF BUSINESS AND MANAGEMENT STUDIES 

GUDLAVALLERU ENGINEERING COLLEGE 
(AN AUTONOMOUS INSTITUTE WITH PERMANENT AFFILIATION TO JNTUK) 

SESHADRIRAO KNOWLEDGE VILLAGE 
GUDLAVALLERU-521356 

Krishna District 
 



 

 

 

Department of Business and Management Studies 

GUDLAVALLERU ENGINEERING COLLEGE 
(An Autonomous Institute with Permanent Affiliation to JNTUK, Kakinada) 

SeshadriRao Knowledge Village 
Gudlavalleru – 521 356 
Krishna District 
 

 

 

CERTIFICATE  

This is to certify that the project report entitled on “A Study on Effectiveness of 

Promotional Strategies at Big Bazaar”, Vijayawada” submitted by 

Mr.DASIKA.B.N.V.SAI.RAGHAVA.RAMACHANDRA SARMAis a bonafide work carried 

out by him in partial fulfilment of the award of Degree of Master of Business Administration by 

Jawaharlal Nehru Technological University, Kakinada. The project work is original and never 

has been a part of any other publication or award of any degree. 

 

 

 

 

DR.S.RAMESH BABU                                      DR.CH.NIRMAL CHAND 

    Asst. Professor.                         Professor & HOD 



 

 



 

DECLARATION 

 

                   I hereby declare that the project report entitled “A Study on Effectiveness of 

Promotional Strategies at Big Bazaar”, Vijayawada, is a bonafide work carried out by me and 

never has been a part of any other publication or award of any degree. 

 

 

 

 

 Place:Gudlavalleru                              D..B.N.V.SAI.RAGHVA.RAMACHANDRA SARMA 

Date:                                                                    (18481E0015) 

 

 

 

 

 



 

 

ACKNOWLEDGEMENTS 

 

 I express my gratitude to Dr. P.Ravindra Babu, Principal, Dr. Ch. Nirmal Chand, 

Prof. and Head, Department of Business and Management Studies, GEC, Gudlavalleru enabling 

me to take up the project on “Effectiveness of Promotional Strategies at Big 

Bazaar”,Vijayawada". 

 I specially thank my project guide DR.S.RAMESH BABU for his guidance, in completing this 

project. I take immense pleasure and thank him for his continuous support.  

           I take this opportunity to express my gratitude to Management and the other staff 

members of “BIG BAZAAR”, VIJAYAWADA 

I would like to thank my parents and friends whose encouragement helped me in 

completing the project. 

 

 

DASIKA B.N.V.SAI.RAGHAVA.RAMACHANDRA SARMA 

           (18481E0015) 

 

 

 

 

 

 

 



 

 

 

 

SI.NO. CONTENTS PAGE NO: 

 

 

1 

 

1.1 Introduction 

1.2 Need for the Study 

1.3  Scope of the Study  

1.4  Objectives of the Study 

1.5  Research Methodology 

1.6 Limitations 

1-11 

 

2 
 Chapter 2- Industry Profile 12-22 

3  Chapter 3- Company Profile  23-31 

 

4 
 Chapter 4-Theoretical Framework 32-40 

5   Chapter 5-Data Analysis and Interpretations 41-63 

6 Chapter 6 

 Findings and Suggestions 

 Conclusion 

64-67 

 

 

Bibliography 

Appendix 

Questionnaire 

68-73 



 

 

 

 

 

 

 

 

 

 

 

 

 

                                                    CHAPTER-1 

INTRODUCTION 
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1.1 Introduction 

Retailing 

Retailing is evolving into a Global, high-tech business. Walmart is now the world’s largest 

corporation and has become the largest food retailer in the United States. French based Carrefour 

is the world’s second largest retailer. Retailing in developed countries is big business and better 

organized. But the retail scenario in India is different much of it is in unorganized sector. There 

are more than 12 million retail outlets of various sizes and formats. And almost 90% of them are 

less than 500 sq. ft in size and the per capita retail space is only 2 sq. ft. while US has 16 sq. ft. 

India has the largest number of outlets in the world i.e.., 9 outlets for 1000 people. Most of them 

are independent and contribute to the retail sales. Because of increasing number of nuclear 

families, working women, greater work pressure and greater commuting time convenience has 

become a priority for Indian customers. They ever want things under one roof for easy access 

and multiplicity of choice, the growth and development of organized retailing is driven by two 

main factors- price and benefits the customer can’t resist. 

India is rapidly involving into a competitive market place with potential target customers in the 

niche middle class segments. The market trend indicates tremendous growth opportunities. The 

buying behavior and lifestyle in India too are changing and the concept of “value for money” is 

fast catching on in Indian retailing. This is the evident from the expansion of the pantaloons 

chain into the large format, Big Bazaar. This growth in retail sector is making the retailers 

powerful intermediates in the marketing channel, bridging the gap between manufacturers and 

consumers. 

The growth of retail sector in India is due to the following reasons 

 Low share of organized retailing. 

 Increase in young working population 

 High pay backs. 

 Nuclear familie 
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Promotional strategies  

Promotion is a term used frequently in marketing and is one of the marketing mix elements. 

It refers to raising customer awareness of a product or brand, generating sales , and creating 

brand loyalty. It is one of the four basic elements of the marketing mix which includes four 

P’s  

 Product 

 Price 

 Place 

 Promotion  

Promotion is also defined as one of five P’s in the promotional mix or promotional plan. 

These are personal Selling, advertising , sales promotion ,direct marketing ,and publicity. A 

promotional mix specifies how much attention to pay to each of the five factors and how 

much money to budget. Promotion covers the methods of communication that a marketer 

uses to provide information about its product. Information can be both verbal or visual. 

Promotion for any product or service is essential for any company. It is because only through 

promotion people would come to know about the product. Only after knowing about the 

product they consider purchasing. All the promotional strategies can be classified under two 

categories-Push and Pull. 

Types of promotional strategies 

Push strategy 

In push strategy promotional activities are done for the distributors , wholesalers and retailers 

to push the product to the consumers. Trade fairs, wholesaler discounts, bonus and all the 

activities which benefit the distributor are all examples of push strategies. Hence the demand 

is pushed or created in the distribution channel. These activities are not visible to consumers 

and hence It is mostly unknown to the customers. 
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So when one goes to a mobile store to buy a new phone and the shop keeper urges and shows 

only Samsung phones it is push marketing and the shop keeper is getting more margin on 

selling Samsung phones than any other brand. 

Pull strategy 

In pull strategy promotional activities are done for the consumers. Advertisements, digital 

campaigns, discount in stores etc are some examples of pull strategy. Hence demand is 

created in the consumers which in turn go to the retail stores or e-commerce to buy these 

products. These activities are visible to all the customers. 

When a customer goes with a specific brand and product in his mind to the market, it is the 

pull strategy that has worked for the company. 

      Push strategy 

 

 

 

 

 

 

      Pull strategy 

 

 

 

 

 

Manufacturer 

Resellers (whole -

salers and 

retailers) 

Consumers 

Manufacturer Resellers( 
wholesalers 
and retailers) 

Consumers 
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Retail promotional strategies 

Issuing coupons 

Among the most popularsales promotions, coupons are considered as both push promotion and 

pull promotion as both can be distributed directly to consumers through retail channels. Coupons 

provide support to merchants and encourage consumers to buy a new product or to purchase 

more than on family product. 

Providing samples 

Providing samples to consumers is another example of a push and pull strategy. Offering sample 

of a new product directly to consumers can help generate demand for the product. While offering 

the product samples through retail channel , it creates an incentive for the retailer to promote 

products in stores. Manufacturers are increasingly offering samples along with loyalty programs. 

Offering gifts 

Gifts are products offered with the purchase like a handbag that is offered to customers whose 

purchase value exceeds a minimum amount. Gifts can be packaged with a product or mailed to 

customers on their request. IN such a case offering gifts not only increases sales but may also 

increase distribution list of promotion by direct mail and email and at the same time opting for 

the mail list. Gifts can also have the logo of the manufacturer or the retailer in them, which 

increase the brand awareness   

Loyalty Programs 

Loyalty programs are one of the pull strategy that are used with other promotional strategies. 

Loyalty programs provide a continuous flow of sales promotions to consumers who have 

enrolled in these programs and them to general public. Awarding points for every dollar spent 

then redeeming the points for products is another popular feature of many loyalty programs. 
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Exhibition displays 

The Exhibition displays are a momentum strategy often underestimated but are very effective if 

implemented correctly. Manufactures can exhibit their retail products as a part of their promotion 

strategy in combination with other sales promotion strategy. Displaying samples attract attention 

and provide valuable marketing assistance for smaller retailers that might result in increase of 

sales. 

Role of promotion 

1. Promotions are an extremely valuable tool for the marketing of brands. 

2. Like all other tools promotions can make a valuable contribution to marketing when they 

are properly used. 

3. Promotions are offered to the customers to get the sales and to increase their market share 

4. The short term promotions are towards increasing the sales and the long term sales are 

towards increasing the customer base 

When to use promotion 

 A brand quality is inferior to competition. 

 A brand advertising is not as persuasive as a competitive. 

 A new brand is being introduced. 
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1.2 Need for the study 

A study on the promotional strategies can help us to know the customer’s reaction and response 

towards the offers and all promotion activities about products and the perception of the target 

customers. It can also helpful to know the services that are provided by the company to the 

customers, in increase of sales of the company and create a brand image. 
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1.3 Scope of the study 

Big Bazaar has various branches in Andhra Pradesh. My scope is limited to one branch. The 

study focuses mainly on the promotional strategies of big bazaar. An attempt is made to analyze 

the company promotional strategies in comparison to the theoretical aspect. 
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1.4 Objectives of the study 

 To understand the promotional strategies followed by organized retailing. 

 To study the consumer’s perception towards promotional strategies followed by Big 

Bazaar, Vijayawada. 

 To assess the effectiveness of promotional strategies at Big Bazaar, Vijayawada. 

 To present the measures based on the results for effective implementation of promotional 

strategies. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 9 

1.5 Methodology of the study 

 Data is the information collected from various sources. It is concerned with gathering of  

accurate and proper knowledge about the problem that is in hand. Formally there are 2 types of  

gathering information namely primary data and secondary data. 

Data collection mode 

Two methods have been used to collect the relevant data, which are essential for the study, they 

are: 

Primary Data 

Data is collected to obtain desired information through structured questionnaire. 

Secondary Data 

It is complied through Books, News Papers, internet etc… 

Sampling Plan 

A small section of large group which is taken for interviewing is called Sampling. A sample is 

taken which provides proper information. In order to study “promotional Strategy” of big bazaar 

the following sampling plan was adopted. 

Tools for Data Collection 

 Data for this Study is collected from both primary data and secondary data. 

 The primary data is collected through a structured questionnaire which was prepared to 

interview the respondents. 

 The secondary data was collected through discussions with officials of the organization to 

get general information  

 Data was also collected from News Papers books company records and internet etc.. 
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Sample size 

A sample size of one hundred and seventy was taken in order to carry the study. 

Sampling unit 

For this survey the target population consisted of people residing in various localities of 

Vijayawada. Instrument of data collection is questionnaire . 

Sampling Technique 

 A simple random technique was adopted to select the representative sample from the 

sampling unit. 
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1.6 Limitations of the study 

 The study has been conducted within the boundaries of a particular branch of big bazaar. 

 The findings of the study are based on the assumption that the respondents divulged 

correct information. 

 The study is time bound due to rapid changes in the market expectation level of 

consumer’s introduction of new products. 
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INDUSTRY PROFILE 
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What is Retailing: 

     The word retail is derived from the French word Retailer, which means “to cut off a 

piece” or “to break bulk”. 

      According to Philip Kotler, “Retailing includes all activities involved in selling goods 

or services to the final consumers for personal, non-business use. A retailer or retail store is any 

business enterprise whose sales volume comes primarily from retailing.”    

       Any organization selling to final consumers whether it is a manufacturer, wholesaler- 

is doing retailing. It does not matter how the goods or services are sold (by person, mail, 

telephone, vending machine or internet or where they are sold- in a store, on the street or in the 

consumer’s home.)  

        Retailing is the set of business activities that adds value to the products and services 

sold t the consumers for their personal or family use. Often people think of retiling only as the 

sale of products in stores. But retailing also involves the sale of services and not all retailing is 

done in stores. 

        Retailers attempt to satisfy consumer needs by having the right merchandise, at the 

right price, at the right place, when the consumer wants it. Retailer also provides markets for 

producers to sell their merchandise. Retailers are the final business in a distribution channel that 

links manufacturers to consumers. 

Functions Performed by Retailer: 

Although there are situations where it is easier and cheaper to buy directly from 

manufacturers, retailers provide important functions that increase the value of the products and 

services they sell to consumers and facilitate the distribution of those products and services for 

those who produce them.  

These functions are: 

 Providing an assortment of products and services 

 Breaking bulk 
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 Holding inventory 

 Providing service 

Retail Sector in India: 

The origin of retailing in India can be traced back to the emergence of Kirana stores 

&mom & pop stores. These stores used to cater local people. Eventually the Govt. in India 

supported the rural retail & many retail shops come with the help of KHADI & the VILLAGE 

INDUSTRIES COMMISSION. The first few companies come up with retail chains were in 

textile sector in the year 1980.The companies are Bombay Dyeing Kumar’s, Raymonds etc. 

Later Titan launched retail showrooms in organized sector.If you will follow the above 

examples, there are great changes occurring in the retail sector. The retail industry is moving 

from an unorganized one to a organized one.The growth of the retail trade in India is associated 

with the growth in the Indian Economy. Gross domestic product (GDP) grew by an annual rate 

of 8 per cent. The international consulting firm, A.T. Kearney, annually ranks emerging market 

economies based on more than 25 macroeconomic and retail-specific variables through their 

Global Retail Development Index (GRDI). For the last three years (2005, 2006, and 2007) India 

has been ranked as number one indicating that the Country is the most attractive market for 

global retailers to enter. The high economic growth during the last few years raising disposable 

incomes rapidly, the favorable younger population with less dependency, and demographics 

placing incomes on urbanization are some of the major factors fueling the Indian retail market. 

 The retail sector in India is witnessing a huge revamping exercise as traditional markets 

make way for new formats such as departmental stores, hypermarkets, supermarkets and 

specialty stores. Western-style malls have begun appearing in metros and second-rung cities 

alike introducing the Indian consumer to a shopping experience like never before.  The sector is 

at an inflection point where the growth of organized retailing and growth in the consumption of 

the Indian population is going to take a higher growth trajectory. The Indian population is 

witnessing a significant change in its demographics. Organized retail is on all-time high in India. 

The growth is boosted by various factors such as availability of professional practices, media 

proliferation, various brands which are gaining value thereby enhancing industry growth, 

availability of various funding options, regulations like VAT implementation to make processes 

simple, sea change in demographics of country and international exposure. 
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Retailing consists of the location sale of goods or merchandise from a very fixed location, such 

as a department store, boutique or kiosk, or by mail, in small or individual lots direct 

consumption by the purchaser. Retailing may include subordinated services, such as delivery. 

Retail is usually classified by type of products as follows: 

 Food products 

 Hard Goods – appliances, electronics, furniture, sporting goods, etc. 

 Soft goods- clothing, apparel, and other fabrics. 

There are the following retailers by marketing strategy: 

 Departmental stores- very large stores offering a huge assortment of soft and hard goods. 

 Discount stores- tend to offer a wide array of products and services, but they compete 

mainly on price offers extensive assortment of merchandise at affordable and cut-rate 

prices. 

 Supermarkets- Is a self-service store consisting mainly of grocery and limited products on 

non-food items. Sells mostly food products. 

 Warehouse stores- warehouses that offer low-cost, often high- quantity goods piled on 

pallets or steel shelves, warehouse clubs charge a membership fee. 

 Variety stores- they offer extremely low-cost goods, with limited selection. 

 Specialty stores- A typical specialty store gives attention to a particular category and 

provides a high level of service to the customers. For example, if a customer visits Reebok 

or Gap store then they find just Reebok and Gap products in the representative stores. 

 General stores- A rural store that supplies the main needs for the local community. 

 Convenience stores- Is essentially found in residential areas. They provide limited amount 

of merchandise at more than average prices with a speedy checkout. This store is ideal for 

the emergency and immediate purchases. 
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 Hypermarkets provide variety and huge volumes of exclusive merchandise at low margins. 

The operating cost is comparatively less than other retail formats. A classic example is 

Metro in Bangalore. 

 Malls- range of retail shops at a single outlet. 

 Vending machines- automated piece of equipment where customers can drop money into 

the machine and get the products. For example-soft drink vending at Bangalore 

International Airport. 

Retail Classification: 

Basically there are three kinds of retailers that are generally available:                       

1. Organized Retail – Organized retail comprises of the licensed retailers who are 

registered for sales tax, income tax etc. and it comprises of the malls, supermarkets, 

hypermarkets etc.  

2. Unorganized Retail – The unorganized retail comprises of the local baniya or kirana 

shop, paan and beedi shops and the other owner manned general stores . These retailers 

normally do not pay taxes and most of them are not even registered for sales tax, VAT, or 

income tax. 

Key Drivers of the Indian Retail Industry: 

 Emergence of nuclear families 

 An increase in the double-income households trend 

 Large working population 

 Reasonable Real estate prices 

 Increase in disposable income and customer aspiration 

 Demand as well as increase in expenditure for luxury items 

 Growing preference for branded products and higher aspirations 

 Growing liberalization of the FDI policy in the past decade 

 Increasing urbanization, 

 Rising affluence amid consumers 
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Bottlenecks 

 A long way to meet international standards 

 Lack of efficient supply-chain management 

 Lack of required retail space 

 No fixed consumption pattern 

 Shortage of trained manpower 

 Lack of proper infrastructure and distribution channel 

Major Retailers in India: 

1. Pantaloon Retail 

The flagship company of Future Group, Pantaloons Retail operates over 16 million square feet of 

retail space, has over 1000 stores across 73 cities in India and employs over 30,000 people. It can 

boast of launching the first hypermarket Big Bazaar in India in 2001. The companies also 

operates in other retail segments such as - Food & grocery (Big bazaar, Food bazaar), Home 

solutions (Hometown,furniture bazaar, collection-i), consumer electronics (e-zone), shoes (shoe 

factory), Books: music & gifts (Depot), Health & Beauty care services (Star, Sitara and 

Health village in the pipeline), e-tailing (Futurbazaar.com), entertainment (Bowlingco.) The 

turnover this year was 12500 crores. 

 

TataGroup: 

Established in 1998, Trent - one of the subsidiaries of Tata Group - operates Westside, a lifestyle 

retail chain and Star India Bazaar - a hypermarket with a large assortment of products at the 

lowest prices. In 2005, it acquired Landmark, India's largest book and music retailer. Tata’s has 

also formed a subsidiary named Infiniti retail which consists of Croma, a consumer electronics 

chain. Another subsidiary, Titan Industries, owns brands like “Titan”, the watch of India and 

Tanishq, the jewellery brand. Sales turnover was 197.13 crore in December 2010. 
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RPG group: 

One of the first entrants into organised food & grocery retail with Foodworld stores in 1996 and 

then formed an alliance with Dairy farm International and launched health & glow (pharmacy & 

beauty care) outlets. Now the alliance has dissolved and RPG has Spencer’s Hyper, Super, Daily 

and Express formats and Music World stores across the country. 

Reliance: 

The company owns more than 560 Reliance Fresh stores and recently it has also launched 

Reliance Mart Hypermart. The company further plans to launch its hypermart in Delhi / NCR, 

Hyderabad, Vijayawada, Pune and Ludhiana region. The turnover was 4500 crore for this year.         

AV Birla Group: 

This group brand portfolio includes brands such as Louis Phillipe, Van Heusen, Allen Solly, 

Peter England, Trouser town. Also, Madura garments are subsidiary of Aditya Birla Nuvo Ltd. 

The recently acquired food and grocery chain of south, Trineth, has further increased their 

number of store to 400 stores in the country. The company also own ‘More’ supermarkets and 

hypermarkets. Currently it runs 600 supermarket and nine hypermarkets across India. The 

turnover this year was 1700 crores. 

K Raheja Group: 

They forayed into retail with Shopper’s Stop, India’s first departmental store in 2001. It is the 

only retailer from India to become a member of the prestigious Intercontinental Group of 

Departmental Stores (IGDS). They have signed a 50:50 joint venture with the Nuance Group for 

Airport Retailing. Shoppers Stop has a national presence, with over 2.05 million square feet area 

across 39 stores in 17 cities. It has also introduced new formats in the market viz.,  Home Stop – 

the exclusive home furnishings, décor as well  as furniture store and Hyper City– a premium 

shopping destination for Foods, Home ware, Home Entertainment, Hi-Tech Appliances, 

Furniture, Sports, Toys & Fashion. Other format of the company includes -- Crossword Book 

Store, Mother Care & Early Learning Centre (ELC), Estee Lauder group, Airport Retailing, 

Time Zone Entertainment. The turnover this year was 1570 crores.  
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Bharti-Walmart: 

Bharti have signed a 50:50 percent joint venture agreement with Walmart  in which Wal-Mart 

will be taking care of cash & carry and Bharti will do the front-end. Further they plan to invest 

US$ 7 bn in creating retail network in the country including 100 hypermarkets and several 

hundred small stores. 

Landmark group: 

Landmark Group was launched in 1998 in India; currently owning 100 stores across various 

retail formats. The retail ventures of Landmark Group includes - Home Centre, Centre point, 

Baby shop, Splash, Shoe Mart, Lifestyle, Max, Lifestyle Department Stores, SPAR 

hypermarkets, Food mark, Fun City, Fitness First, Citymax India etc. It is a 3.8 billion dollar 

company. 

Metro: 

Metro Cash & Carry, the first company to introduce cash and carry business, started its 

operations in India in 2003 with two Distribution Centers in Bangalore. Metro offers assortment 

of over 18000 articles across food and non food at the best wholesale prices. Currently Metro 

operates six cash and carry centers in Bangalore, Hyderabad, Kolkata and Mumbai. 

Viveks Ltd. 

Vivek Limited is the largest consumer electronics and home appliances retail chain in India, with 

44 stores in south, covering a retail space area of over 1, 75, 000 sq. ft and a turnover of over Rs. 

400 crore. Its brand, Viveks, is now a household name. The company plans to set up 50 more 

showrooms in South India.  
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Pantaloon Retail (India): 

Pantaloon Retail (India) Limited, is India’s leading retailer that operates multiple retail 

formats in both the value and lifestyle segment of the Indian consumer market. Headquartered in 

Mumbai (Bombay), the company operates over 16 million square feet of retail space, has over 

1000 stores across 73 cities in India and employs over 30,000 people. 

The company’s leading formats include Pantaloons, a chain of fashion outlets,  Big Bazaar, a 

uniquely Indian hypermarket chain, Food Bazaar, a supermarket chain, blends the look, touch 

and feel of Indian bazaars with aspects of modern retail like choice, convenience and quality and 

Central, a chain of seamless destination malls. Some of its other formats include Brand Factory, 

Blue Sky, all Top 10 and Star and Sitara. The company also operates an online portal, 

futurebazaar.com. 

Future Group: 

 

 

“Future” – the word which signifies optimism, growth, achievement, strength, beauty, 

rewards and perfection. Future encourages us to explore areas yet unexplored, write rules yet 

unwritten; create new opportunities and new successes. To strive for a glorious future brings to 

us our strength, our ability to learn, unlearn and re-learn our ability to evolve. 

In Future Group they will not wait for the Future to unfold itself but create 

futurescenarios in the consumer space and facilitate consumption because consumption is 

http://www.futurebazaar.com/
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development. They will effect socio-economic development for the customers, employees, 

shareholders, associates an asset management, consumer finance, insurance, retail media, retail 

spaces and logistics.  

     Future Value Retail Limited is a wholly owned subsidiary of Pantaloon Retail (India) 

Limited. This entity has been created keeping in mind the growth and the current size of the 

company’s value retail business, led by its format divisions, Big Bazaar and Food Bazaar. 

   The company operates 120 Big Bazaar stores, 170 Food Bazaar stores, among other formats, in 

over 70 cities across the country, covering an operational retail space of over 6 million square 

feet. As a focused entity driving the growth of the group's value retail business, Future Value 

Retail Limited will continue to deliver more value to its customers, supply partners, stakeholders 

and communities across the country and shape the growth of modern retail in India. 

Affiliate Companies: 

 Home Solutions Retail (India) Limited 

Home Solutions Retail (India) Limited (HSRIL) offers complete retailing solutions for all 

products and services related to home building and home improvement. The key product 

categories are Consumer Durable & Electronics (CDE), Furniture, Home furnishing & decor, 

Home improvement and Home services. HSRIL operates retail format Collection-i, Furniture 

Bazaar, Electronics Bazaar, Home Town and e-zone. 

 Future Brands Limited 

Future Brands Limited (FBL) has been incorporated on November, 2006 and is involved in the 

business of creating, developing, managing, acquiring and dealing in consumer-related brands 

and IPRs (Intellectual Property Rights). 

 Future Media (India) Limited 

Future Media (India) Limited (FMIL) was incorporated as the Group’s media venture, aimed at 

creation of media properties in the ambience of consumption and thus offers active engagement 

to brands and consumers. FMIL offers relevant engagement through its media properties like 

Visual Spaces, Print, Radio, Television and Activation. 
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 Future Supply Chain Solutions Limited 

Future Supply Chain Solutions Limited (FSCS) has been incorporated as a separate entity and is 

involved in the business of providing logistics, transportation and warehousing services for all 

group companies and third-parties. 

 Future Axiom Telecom Limited 

Future Axiom Telecom Limited is a Joint Venture with Axiom Telecom LLC, UAE. The 

Company has a 50% stake in Future Axiom Telecom Limited (FATL) which is a joint venture 

Company with Axiom Telecom LLC, UAE. The Company would be engaged in sourcing and 

wholesale distribution of mobile handsets, accessories and in setting up service centres for 

mobile handsets in India. 

 Pantaloon Food Product (India) Limited 

Pantaloon Food Product (India) Limited (PFPIL) was incorporated with the object of sourcing 

and backward integration of food business of the Company. PFPIL has sourcing and distribution 

bases at all key cities across the country. 

 Future Knowledge Services Limited 

Future Knowledge Services Limited (FKSL) was incorporated on January, 2007 and is engaged 

in the business of business process outsourcing and knowledge process outsourcing. 

 Future Capital Holdings Limited 

Future Capital Holdings Limited (FCH) was formed to manage the financial services business 

of Pantaloon Retail (India) Limited and other group entities. FCH is one of the fastest growing 

financial services company in India, with presence in Asset Advisory, Retail Financial Services 

and Proprietary Research. 

 Future General India Life Insurance Company Limited 

Future General India Life Insurance Company Limited (FGILICL) was incorporated on 

October 30, 2006 to establish and conduct the business of life insurance in India, which 

comprises of whole life insurance, endowment insurance, double benefit and multiple benefits 

insurance etc.  



 23 

 

 

 

 

 

 

 

 

 

 

                                               CHAPTER-3 

                                        COMPANY PROFILE 

 

 

 

 

 

 

 

 

 

 

 

 



 24 

 

 

Board of Directors: 

 

      Mr. Kishore Biyani, Managing Director                           

                     Kishore Biyani is the Managing Director of Pantaloon Retail (India) Limited and 

the Group Chief Executive Officer of Future Group. He has led Pantaloon Retail’s emergence 

as the India’s leading retailer operating multiple retail formats that now cater to almost the 

consumption basket of a large section of Indian consumers.  

                    Kishore Biyani was born in August, 1961 and is married to Sangita and they have 

two daughters. He recently authored a book, ‘It Happened in India’ that captures his 

entrepreneurial journey and the growth of modern retailing in India. 

 Mr. Kishore Biyani, Managing Director 

 Mr. GopikishanBiyani, Wholetime Director  

 Mr. RakeshBiyani, Wholetime Director 

 Mr. Ved Prakash Arya, Director 

 Mr. ShaileshHaribhakti, Independent Director 

 Mr. S. Doreswamy, Independent Director 

 Dr. D. OKoshy, Independent Director 

 Ms. AnjuPoddar, Independent Director 

 Ms. Bala Deshpande, Independent Director 

 Mr. Anil Harish, Independent Director 

                           Big Bazaar is a chain of hypermarket in India. As of June 2, 2012 there are 214 

stores across 90 cities and towns in India covering around 16 million sq.ft of retail space. Big 

Bazaar is designed as an agglomeration of bazaars or Indian markets with clusters offering a 
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wide range of merchandise including fashion and apparels, food products, general merchandise, 

furniture, electronics, books, fast food and leisure and entertainment sections.  

                          Big Bazaar is part of Future Group, which also owns the Central Hypermarket, 

Brand Factory, Pantaloons, E-zone, Home Town, futurebazaar.com, KB's Fair Price to name a 

few and is owned through a wholly owned subsidiary of Pantaloon Retail India Limited, that is 

listed on Indian stock exchanges.  

History: 

                       Big Bazaar was launched in September, 2001 with the opening of its first four 

stores in Calcutta, Indore, Bangalore and Hyderabad in 22 days. Within a span of ten years, 

there are now 161 Big Bazaar stores in 90 cities and towns across India.  

 Big Bazaar was started by Kishore Biyani, the Group CEO and Managing Director of 

Pantaloon Retail India. Though Big Bazaar was launched purely as a fashion format including 

apparel, cosmetics, accessory and general merchandise, over the years Big Bazaar has included 

a wide range of products and service offerings under their retail chain. The current formats 

include Big Bazaar, Food Bazaar, Electronic Bazaar and Furniture Bazaar. The inspiration 

behind this entire retail format was from Saravana Stores, a local store in T. Nagar, Chennai.  

                      The stores are customized to provide the feel of Mondays and meals while 

offering the modern retail features like Quality, Choice and Convenience. As the modern Indian 

family's favorite retail store, Big Bazaar is popularly known as the "Indian Wal-Mart".  

On successful completion of ten years in Indian retail industry, in 2011, Big Bazaar has 

come up a new logo with a new tag line: ‘Naye India Ka Bazaar’, replacing the earlier one: 

'IsseSastaAurAcchaKahinNahin'. 

Lines of Business of the Above Store: 

 Food  

 Fashion 

 Home solution 

 General merchandise 

 Books and stationary 
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 Footwear 

 Electronics 

Physical Structure of Big Bazaar: 

         There are five levels in Big Bazaar store at Vijayawada: 

 Level One:Food Bazaar, personal care, Customer Service Desk. 

 Level Two:Utensils, Luggage, Stationery & Books. 

 Level Three:Men’s Fashion, Foot wear, 

 Level Four:Ladies Fashion, Kids wear and Toys  

 Level Five:Electronic Bazaar, Furniture Bazaar, Home Furnishings.          

Group Vision: 

Future Group shall deliver Everything, Everywhere, Every time for Every Indian Consumer in 

the most profitable manner. 

                               Organizational Structure of Big Bazaar 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Area Store manager 

   Store manager 
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Department manager 

Sales manager 

Team leader 

Team number 
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Group Mission: 

 We share the vision and belief that our customers and stakeholders shall be served only 

by creating and executing future scenarios in the consumption space leading to economic 

development. 

 We will be the trendsetters in evolving delivery formats, creating retail reality, making 

consumption affordable for all customer segments for classes and for masses. 

 We shall infuse Indian brands with confidence and renewed ambition.  

“SWOT “Analysis of Big Bazaar: 

Strengths  Weakness 

 Variety 

 Range 

 Different brands 

 The strengths of Big Bazaar are it is leading 

and growing at the faster pace              

 It has many out lets all over India. 

 It has a good customer base 

 The Big Bazaar has been positioned to the  

customers as a place where the customers can 

stopfor each and everything for which  if  goes 

to a  market  

 Big Bazaar has not trapped at the  

whole market 

 Facing problems due to political  

environment 

 

Opportunities Threats 

 Awareness about brands 

 Quality 

 High disposable income 

 Huge untapped market 

 Competition from organized retail  

        players which are in market and emerging 

like Reliance, Shopper’s stop. 

 Competition from local retailer 
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Values: 

 Indian’s: Confidence in ourselves. 

 Leadership: To be a leader, both in thought and business.  

 Respect & Humility: To respect every individual and be humble in our conduct.  

 Introspection: Leading to purposeful thinking.  

 Openness: To be open and receptive to new ideas, knowledge and information. 

 Value & Nurturing Relationships: To build long term relationships. 

 Simplicity &Positivity: Simplicity and positivity in our thought, business and action. 

 Adaptability: To be flexible and adaptable, to meet challenges. 

 Flow: To respect and understand the universal laws of nature.  

 

Marketing Mix: 

                          The marketing mix is the set of controllable, tactical, marketing tools that the 

firm blends to produce the response it wants in the target market. The marketing mix consists of 

the variables product, price, place, promotion. 

 

Marketing Mix concept Image 
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Marketing Mix of Big Bazaar: 

Product: 

Big Bazaar offers a wide range of products which range from apparels, food, farm products, 

furniture, child care, toys, etc of various brands like Coca- Cola, HUL, ITC, P&G, LG, 

Samsung, Sony, Sansui etc.  

Big Bazaar also promotes a number of in house brands like:  

 DJ & C           

 Tasty Treat 

 Clean mate 

 Sensei 

 Care mate 

 Koryo 

 Knighthood 

 Dreamline 

 Spunk  and 44 other brands 

Price:  

The pricing objective at Big Bazaar is to get “Maximum Market Share”. Pricing at Big Bazaar is 

based on the following techniques:  

Value Pricing (EDLP – Every Day Low pricing): Big Bazaar promises consumers the lowest 

available price without coupon clipping, waiting for discount promotions, or comparison 

shopping.  

Promotional Pricing: Big Bazaar offers financing at low interest rate. The concept of 

psychological discounting (Rs. 99, Rs. 49, etc.) is also used to attract customers. Big Bazaar also 

caters on Special Event Pricing.  

Differentiated Pricing: Differentiated pricing i.e. difference in rate based on peak and non-peak 

hours or days of shopping is also a pricing technique used in Indian retail, which is aggressively 

used by Big Bazaar.   E.g. Wednesday Bazaar.  



 30 

 

 Place: 

The Big Bazaar stores are operational across three formats — hypermarkets spread over 40,000-

45,000 sqft, the Express format over 15,000-20,000 sqft and the Super Centers set up over 1 lakh 

sq ft. Currently Big Bazaar operates in over 34 cities and towns across India with 116 stores. 

Apart from the Metros these stores are also doing well in the tier II cities. These stores are 

normally located in high traffic areas. Big Bazaar aims at starting stores in developing areas to 

take an early advantage before the real estate value booms. Mr. Biyani is planning to invest 

around Rs 350 crore over the next one year expansion of Big Bazaar. In order to gain a 

competitive advantage Big Bazaar has also launched a website www.futurebazaar.com, which 

helps customers to orders products online which will be delivered to their doorstep. This helps in 

saving a lot of time of its customers. 

Promotion:  

The various promotion schemes used at Big Bazaar include: 

 Haft kasabse Shasta din “Wednesday bazaar”  

 Exchange Offers “Junk swap offer”  

 Brand endorsement by M.S Dhoni and Asin 

 Big Bazaar has come up with 3 catchy lines written on hoardings taking on the                               

biggies like Westside, Shoppers stop and Lifestyle. They are: 

 “Shoppers! Stop. Make a smart choice!”  

 “Change Your Lifestyle. Make a smart choice!”  

 April Utsav 

 Fashion Friday 

People:  

 Well trained staff at stores to help people with their purchases  

 Employ close to 10,000 people and employ around 500 more per month. 

 Well-dressed staff improves the overall appearance of the store.  
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 Use scenario planning as a tool for quick decision making multiple counters for payment, 

staff in store to keep baggage and security guards at every gate, makes for a customer-friendly 

atmosphere.  

Process:  

                   Big Bazaar places a lot of importance on the process right from the purchase to the 

delivery of goods. When customers enter the stores they can add the products they wish to 

purchase in their trolley from the racks. There are multiple counters where bill can be generated 

for purchases made. Big Bazaar also provides delivery of products over purchases of Rs. 1000.   

Physical Evidence:  

                     Products in Big Bazaar are properly stacked in appropriate racks. There are 

different departments in the store which display similar kind of products. Throughout the store 

there are boards/written displays put up which help in identifying the location of a product. 

Moreover boards are put up above the products which give information about the products, its 

price and offers. Big Bazaar stores are normally ‘U shaped’ and well planned & designed.  

Innovations of Big Bazaar to Satisfy & Attract Customers: 

 Wednesday Bazaar:  

                           Big Bazaar introduced the Wednesday Bazaar concept and promoted it as 

“HafteKaSabseSasta Din”. It was mainly to draw customers to the stores on Wednesdays, when 

least number of customers are observed. 
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Theoretical frame work 

Promotional strategy 

Promotion is a term used frequently in marketing and is one of the market mix elements. It refers 

to raising customer awareness of a product or brand, generating sales, and creating brand loyalty. 

It is one of the four basic elements of the marketing mix, which includes the four P’s: Price, 

Product, Promotion, and Place. 

Promotion is also defines as one of five pieces in the promotional mix or promotional plan. 

These are personal selling, advertising, sales promotion, direct marketing, and publicity. A 

promotional mix specifies how much attention to pay to each of the five factors, and how much 

money to budget. 

Promotion covers the methods of communication that a marketer uses to provide information 

about it’s product. Information can be both verbal and visual.       

Purpose 

There are three objectives of promotion. These are: 

1. To present information to consumers and others. 

2. To increase demand. 

3. To differentiate a product. 

The purpose of a promotion and thus its promotional plan can have a wide range, including: sales 

increases, new product acceptance, creation of brand equity, positioning, competitive 

retaliations, or creation of a corporate image. 

The term promotion tends to be used internally by the marketing function. To the public or the 

market, phrases like special offer are more common. Examples of a fully integrated, long-term, 

and large-scale promotion are My Coke Rewards in the USA or Coke Zone in the UK and Pepsi 

stuff. 

There have been different ways to promote a product in person or with different media. Both 

person and media can be either physically real or virtual/electronic. 
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In a physical environment 

Promotions can be held in physical environments at special events such as concerts, festivals, 

trade shows, and in the field, such as grocery or department stores. Interactions in the field allow 

immediate purchases. The purchase of a product can be incentive with discounts (i.e.., coupons), 

free items, or a contest. This method is used to increase the sales of a given product. 

Interactions between the brand and the customer are performed by a brand ambassador or 

promotional model who represents the product in physical environments. Brand ambassadors or 

promotional models are hired by a marketing company, which in turn is booked by the brand to 

represent the product or service. Person to person interaction as opposed to media to person 

involvement, establishes connection that add another dimension to promotion. Building a 

community through promoting goods and services can lead to brand loyalty.    

Traditional media 

Examples of traditional media include print media such as newspapers and magazines, electronic 

media such as radio and television, and outdoor media such as banner or billboard 

advertisements. Each of these platforms provides a\ways for brands to reach consumers with 

advertisements. 

Digital media 

Digital media which includes internet social networking and social media sites, is a modern way 

for brands to interact with consumers as it release news information and advertising from the 

technological limits of print and broadcast infrastructures. Digital media is currently the most 

effective way for brands to reach their consumers on a daily basis. Over 2.7 billion people are 

online globally, which is about 40% of the world’s population 67% of all internet users are 

globally use social media. 

Mass communication has led to modern marketing strategies to continue focusing on brand 

awareness large distributions and heavy promotions. The fast paced environment of digital media 

presents new methods for promotion to utilise new tools now available through technology. With 

the rise of technological advances, promotion can be done outside of local contexts and across 
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geographic borders to reach a greater number of potential consumers. The goal of a promotion is 

then to reach the most people possible in a time efficient and a cost efficient manner. 

Social media, as a modern marketing tool, offers opportunities to reach larger audiences in an 

interactive way. These interactions allow for conversations rather than simply educating the 

customer. Face book snap chat, integra, twitter, internet, google plus, tumbler, as well as 

alternate audio and media sites like sound cloud and mix cloud allow users to interact and 

promote music online with little to no cost. 

You can purchase and buy as space as well as potential customer interactions stores as likes, 

followers, and clicks to your page with the use of third parties. As a participatory media culture, 

social media platforms or social networking sites are forms of mass communication that, through 

media technologies, allow large amounts of products and the distribution of content to reach the 

largest audience possible. 

However there are downsides to virtual promotions as servers, systems, and websites may crash, 

fail, or become overloaded with information. You also can stand risk of losing uploaded 

information and storage and at a use be affected by a number of outside variables. 

Brands can explore different strategies to keep consumers engaged .one popular tool is branded 

entertainment or creating some sort of social game for the user. The benefits of such platform 

include submersing the user in the brand content. Users will be more likely to absorb and not to 

grow tired of advertisements if they are, for example embedded in the game as opposed to a 

bothersome pop-up ad. 

 Personalizing advertisements is another strategy that can work well for brands, as it can increase 

the likelihood that the brand will be anthropomorphized by the consumer. Personalization 

increase click-through intentions when data has been collected about the consumer. 

Brand must navigate the line between effectively promoting their content to consumers on social 

media and becoming too invasive in consumer lives. Vivid internet ads that include devices such 

as animation might increase a user’s initial attention to the ad. However this may be seen as a 

distraction to the user if they are trying to absorb a different part of the site such as reading text. 
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Additionally when brands make the effort of overtly collecting data about their consumers and 

then personalizing their ads to them, the consumers relationship with the advertisements  

following this data collection \, is frequently positive. However, when data is covertly collected, 

consumers can quickly feel like the company betrayed their trust. It is important for brands to 

utilise personalization in their ads, without making the consumer feel vulnerable or their privacy 

has been betrayed. 

Strategies based on market dominance 

In this scheme, firms are classified based on their market share or dominance of an industry. 

Typically there are four types of market dominance strategies: 

 Leader 

 Challenge 

 Follower 

 Niches 

Porter generic strategies 

These strategies concentrate on the dimensions of strategic scope and strategic strength. Strategic 

scope refers to the market penetration while strategic strength refers to the firms sustainable 

competitive advantage. The generic strategy framework comprises two alternative scopes: 

Differentiation and low cost leadership , each with a dimension of focus which can be broad or 

narrow. Some of these are 

 Product differentiation 

 Cost leadership 

 Market segmentation 

 Innovation strategies 

A company or product can fall into one of these categories: 

 Pioneers 

 Close followers 

 Late followers 
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If the company is not a pioneer, then it must consider growth strategies. In this scheme we ask 

the question, “How should the firm grow?” there are a number of different ways to answer the 

question, bust the most common answers are: 

 Horizontal integration 

 Vertical integration 

 Diversification 

 Intensification 

Top ten promotional strategies 

Contests 

Contests are a frequently used promotional strategy. Many contest don’t even require a 

purchase. This idea is to promote your brand and put your logo and name in front of the public 

rather than make money through a hard-sell campaign. People like to win prizes. Sponsoring 

contests can bring attention to your product without company overtness. 

Social media   

Social media websites such as face book and google+ offer companies a way to promote 

products and services in a more relaxed environment. This is direct marketing at its best. Social 

networks connect with a world of potential customers that can view your company from a 

different perspective. Rather than seeing your company as “trying to sell” something the social 

network can see a company that is in touch with people on a more personal level. This can help 

lessen the divide between the company and the buyer, which in turn presents a more appealing 

and familiar image of the company. 

Mail order marketing 

Customers who came into your business are not to be overlooked. These customers have 

already decided to purchase your product. What can be helpful is getting personal information 

from these customers. Offer a free product or service in exchange for the information. These are 

customers who are already familiar with your company and represent the target audience you 

want to market your new products to. 
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Product giveaways     

Product giveaway and allowing potential customers to sample a product are methods used often 

by companies to introduce new food and household products. Many of these companies sponsor 

in-store promotions, giving away product samples to entice the buying public into trying new 

products. 

Point- of-sale promotion and end-cap marketing 

Point-of-sale and end-cap marketing are ways of selling product and promoting items in stores. 

The idea behind this promotional strategy is convenience and impulse. The end cap, which sits 

at the end of sales in grocery stores, features products a store wants to promote or move 

quickly. This product is positioned so it is easily accessible to the customer. Poin-of-sale is a 

way to promote new products or products a store needs to move. These items are placed near 

the check-out in the store and are often purchased by consumers on impulse as they wait to be 

checked out. 

Customer referral incentive program   

The customer referral incentive program is a way to encourage current customers to refer new 

customers to your store. Free products, big discounts and cash rewards are some of the 

incentives you can use. This is a promotional strategy that leverages your customer base as a 

sales force. 

Causes and charity 

Promoting your products while supporting a cause can be an effective promotional strategy. 

Giving customers a sense of being a part of something larger simply by using products they 

might use anyway creates a win/win situation. You get the customers and the socially conscious 

image; customers get a product they can use and the sense of helping a cause. One way to do 

this is to give a percentage of  product profit to the cause your company has committed to 

helping. 
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Branded promotional gifts  

Giving away functional branded gifts can be a more effective promotional move than handing 

out simple business cards. Put your business card on a magnet,ink pen or key chain. These are 

gifts you can give your customers that they may use, which keep your business in plain sight 

rather than in the trash or in a drawer with other business cards the customer may not look at. 

Customer appreciation events 

An in-store customer appreciation event with free refreshments and door prizes will draw 

customers into the store. Emphasis on the appreciation part of the event, with no purchase of 

anything necessary, is an effective way to draw not only current customers bust also potential 

customers through the door pizza hot dogs and soda are inexpensive food items that can be used 

to make the event more attractive. Setting up convenient product displays before the launch of 

the event will w\ensure the products you want to promote are highly visible when the customers 

arrive. 

After-sale customer surveys 

Contacting customers by telephone or through the mail after a sale is a promotional strategy 

that puts the importance of customer satisfaction first while leaving the door open for a 

promotional opportunity, skilled salespeople make survey calls to customers to gather 

information that can later be used for marketing by asking questions relating to the way the 

customers feel about the product and service purchased. This serves the dual purpose of 

promoting your company as one that cares what the customer thinks and one that is always 

striving to provide the best service and product. 

 

Advantages 

1. Creates differentiation 

When you launch a new product or ask customers to engage with your business in a 

new way, this sets you apart from your competition. Promotion planning compels you 

to identify something new or different that offers value to your customers 
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2. Creates new content and communication opportunities 

One of the easiest way to create new content for your customers is to create news. 

Promotions are news. News is content. 

3. Creates up sell and cross sell opportunities: When you package or bundle products 

around a theme or solution, you can often generate sales of multiple items rather than a 

single item. When you focus on creating added value to your regular assortment, you 

can charge premium prices. 

4. Creates company focus on marketing 

Developing a promotion calendar forces you to plan for new marketing programs 

focused at specific times of year. If you don’t have a dedicated marketing team doing 

this for you already, creating a promotions mentality will get you marketing with more 

frequency and give you more experience to build on 

5. Revenue growth 

As like to say, ka-ching! This is the lifeblood of your business. Sales promotions are a 

great way to build year-over-year and month –over-month revenue growth. 
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Age 

Table No: 1 

Options Respondents Percentages 

15-25 42 24.7 

26-35 108 63.5 

36-45 14 8.2 

Above 45 6 3.5 

Total 170 100 

 

 

 

 

Interpretation: 

From the above table it is interpreted that, majority customers are between the age group of 26-

35 i.e.., 63.5 % followed by  24.7% from the age group of 15-25 and 8.2% from the age group of 

35-45 and 3.5% from the age group of Above 45. 
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Gender 

Table No: 2 

Options Respondents Percentages 

Male 98 57.6 

Female 72 42.3 

Total 170 100 

 

 

 

Interpretation: 

From the above table it is interpreted that 57.6 % are male and 42.3% are female participated in 

responding to the questionnaire. 
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Marital Status: 

Table No: 3 

Options Respondents Percentages 

Married 64 37.6 

Unmarried 106 62.3 

Total 170 100 

 

 

 

 

 

Interpretation: 

From the above table it is interpreted that 62.3% are unmarried and 37.6% are married customers 

who participated in responding to the questionnaires. 
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Educational Qualification 

Table No: 4 

Options Respondents Percentages 

Up to Primary Schooling 0 0 

High School Level 0 0 

Under Graduate 112 65.8 

Post Graduate 58 34.1 

Illiterate 0 0 

Total 170 100 

 

 

 

Interpretation: From the above table it is interpreted that 65.8% customers are under graduate 

customers followed by 34.1% customers are Post Graduate customers who participated in 

responding to the questionnaires. 
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Occupation 

Table No: 5 

Options Respondents  Percentages 

Salaried Employee 91 57.0 

Business 46 27.0 

Professional 0 0 

Home Maker 27 15.8 

Student 6 3.5 

Total 170 100 

 

 

Interpretation 

From the above table it is interpreted that 57.0% customers are Salaried Employees and 27.0% 

are Business persons and 15.8% are Home Makers followed by 3.5% are Students who 

participated in responding to the questionnaires 
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Family Income Monthly 

Table No: 6 

Options Respondents Percentages 

Less than 10,000 14 8.2 

10,000-20,000 108 63.5 

20,001-30,000 33 19.4 

Above 30,000 15 8.8 

Total 170 100 

 

 

 

Interpretation 

From the above table it is found that,8.2%  of Big Bazaar customers monthly income is less than 

10,000,63.5% customers are in the income range of 10,000-20,000, 19.4% customers are in the 

range of 20,001-30,000 and 8.8% customers are in the range of Above 30,000. 
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1. How do you come to know about Big Bazaar? 

Table No: 7 

Options Respondents Percentages 

Radio 17 10 

TV advertisement 136 80 

Leaflets 0 0 

Posters 17 10 

Business Cards 0 0 

Total 170 100 

 

 

 

Interpretation: 

The above table and bar diagram represents How do you know about big bazaar, in total 

respondents 170,80% of respondents said that TV advertisement, 10% of respondents said 

Radio, 10% respondents said that posters 
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2. How many of your Friends, Family, Relatives know about Big Bazaar? 

Table No: 8 

Options Respondents Percentages 

All 68 40 

Many 17 10 

Few 51 30 

None 34 20 

Total 170 100 

 

 

 

 

Interpretation: 

The above table and bar diagram represents How many of your friends, family Relatives 

know about Big Bazaar, in total respondents 170, 40% of respondents said that All, 30% of 

respondents said Few, 20% of respondents said None, 10% of respondents said Many 
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3. How frequently do you visit Big Bazaar? 

Table No: 9 

Options  Respondents Percentages 

Daily 0 0 

Weekly 51 30 

Monthly 102 60 

Yearly 17 10 

Total 170 100 

 

 

 

Interpretation 

The above table and bar diagram represents How frequently do you visit Big Bazaar, in total 

respondents 170, 60% of respondents said monthly, 30% respondents said weekly,10% 

respondents said yearly. 
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4. Do you think the promotional techniques are effective in Big Bazaar? 

Table No: 10 

Options Respondents Percentages 

Yes 102 60 

No 68 40 

Total 170 100 

 

 

 

 

Interpretation 

From above table it is observed that 60% of the respondents said that Promotional strategy 

used by the organization was effective and 40% of the respondents said that Promotional 

strategies are not effective 
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5. How much do you spend while shopping? 

Table No: 11 

Options Respondents Percentages 

Below 1000 34 20 

1000-2000 85 50 

2000-5000 43 25 

More than 5000 8 5 

Total 170 100 

 

 

 

Interpretation: 

The above table and bar diagram represents How much do you spend while shopping, in total 

respondents 170, 50% of respondents said that 1000-2000, 25% of respondents said 2000-

5000, 20% of respondents are said  below 1000, 5% of respondents said  more than 5000. 
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6. How would you rate the way Big Bazaar promotes itself? 

Table No: 12 

 

Options Respondents Percentages 

Excellent 44 26 

Good 77 45 

Average 34 20 

Poor 15 9 

Total 170 100 

 

 

 

 

Interpretation: 

The above table and bar diagram represents in total respondents of 170, 45% of respondents 

said Good , 26% of respondents said excellent, 20% of respondents said average, 9% of 

respondents said poor. 
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7. What influence you the most to visit Big Bazaar? 

Table No: 13 

Options Respondents Percentages 

Promotional offers 31 18 

Discount offers 67 40 

Range of items 43 25 

Location of the store 26 15 

Others 3 2 

Total 170 100 

 

 

 

Interpretation: 

The above table and bar diagram represents in total respondents of 170, 40% of respondents 

said discount offers, 25% of respondents said range of items, 18% of respondents said 

promotional offers, 15% of respondents said that the location of the store. 
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8. Are you aware about the Wednesday sale in Big Bazaar? 

Table No: 14 

Options Respondents Percentages 

Yes 102 60 

No 68 40 

Total 170 100 

 

 

 

 

Interpretation: 

From the above table and bar diagram it is observed that 60% of Big Bazaar customers are 

aware about the Wednesday sale in Big Bazaar followed by 40% of customers are not aware 

about the Wednesday sale in Big Bazaar. 
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9. Does the Wednesday sale really affects your purchasing style? 

Table No: 15 

Options Respondents Percentages 

Agree 94 55.2 

Disagree 76 44.7 

Total 170 100 

 

 

 

 

Interpretation: 

From the above table it is observed that 55.2% of Big Bazaar customer  agreed that 

Wednesday sale affects their purchasing style and 44.7% customers disagreed that 

Wednesday sale does not affect their purchasing style. 
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10. Rate the Attractiveness of the advertisement? 

Table No: 16 

Options Respondents Percentages 

Very attractive 34 20 

Attractive 77 45 

Satisfactory 42 25 

Poor 17 10 

Total 170 100 

 

 

 

 

Interpretation: 

The above table and bar diagram represents in total respondents of 170, 45% of respondents 

said that attractive, 25% of respondents said satisfactory, 20% of respondents said very 

attractive, 10% of  respondents said poor. 
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11. Rate the quality as per the advertisement? 

Table No: 17 

Options Respondents Percentages 

Highly satisfactory 60 35 

Satisfactory 68 40 

Undecided 22 13 

Dissatisfactory 12 7 

Highly Dissatisfactory 8 5 

Total 170 100 

 

 

 

Interpretation: The above table diagrams represents in total of 170 respondents,40% of 

respondents said satisfactory, 13% of respondents said undecided 7% of respondents said 

dissatisfactory, 5% of respondents said highly dissatisfactory. 
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12. Does the Promotional Offers in big bazaar Attracts you to purchase products? 

Table No: 18 

Options Respondents Percentages 

Yes 110 65 

No  60 35 

Total 170 100 

 

 

 

Interpretation: 

The above table and bar diagram represents in total respondents of 170, 65% of respondents 

said Yes, 35% of respondents Said No. 
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13. Do you think offers are clearly presented through displays? 

Table No: 19 

Options Respondents Percentages 

Yes 128 75 

No 42 25 

Total 170 100 

 

 

 

 

Interpretation: 

The above table and bar diagram represents in total respondents of 170, 75% of respondents 

said yes, 25% of respondents said no. 
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14. Which type of Promotional Offers attracts you? 

Table No: 20 

Options Respondents Percentages 

Discounts 68 40 

Extra Offer 17 10 

1+1 Offer 68 40 

Advertisement 17 10 

Total 170 100 

 

 

 

Interpretation: 

The above table and bar diagram represents in total respondents of 170, 40% of respondents 

said discounts, 40% of respondents said 1+1 offer, 10% of respondents said extra offer, 10% 

of respondents said advertisement. 
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15. What promotional tools that Big Bazaar use? 

Table No: 21 

Options Respondents Percentages 

Visual Merchandising 94 55 

Pamphlets 51 30 

Banners 17 10 

Danglers 8 5 

Total 170 100 

 

 

 

Interpretation: 

The above table and bar diagram represents in total of 170 respondents, 55% of respondents 

said visual merchandising, 30% of respondents said pamphlets, 10% of respondents said 

banners, 5% of respondents said danglers.  
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16. You’re overall shopping experience due to offers and discounts? 

Table No: 22 

Options Respondents Percentages 

Excellent 76 45 

Good 60 35 

Average  26 15 

Poor  8 5 

Total 170 100 

 

 

 

Interpretation: 

The above table and bar diagram represents in total respondents of 170,45% of respondents 

said excellent, 35% of respondents said good, 15% of respondents said average, 5% of 

respondents said poor. 
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CHAPTER-6 

FINDINGS , SUGGESTIONS AND CONCLUSION 
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Findings 

 Majority (80%) of the customers surveyed were aware about the Big Bazaar through TV 

advertisements, followed by Radio and Posters. 

 Most of the respondents (60%) visit Big Bazaar monthly once. 

 Most of the respondents (60%) said that promotional strategy was effective used by the 

Big Bazaar. 

 Majority of the customers (50%) spends 1000-2000 while shopping. 

 Discount offers make more influence to purchase in Big Bazaar. 

 45% of the respondents rated Big Bazaar store satisfactory. 

 Majority of the respondents (60%) were aware about the Wednesday sale in Big Bazaar. 

 55.2% respondents said Wednesday sale really affects their purchasing style. 

 65% of the respondents agreed that promotional offers in Big Bazaar attracted them to 

purchase the products. 

 Majority of the respondents agreed that offers are clearly presented through displays in 

Big Bazaar. 

 Promotional tool used by the Big Bazaar was visual merchandising. 

 Promotional offers are satisfactory compared to other retail stores as per the customers 
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Suggestions 

 The promotional offers on Wednesday’s can also be extended to Tuesday’s and 

Sunday’s so that more number of customers will get benefit of the offers and thus 

sales increase. 

 Some customers are disappointed because of short period of promotional offers as 

they visit Big Bazaar after the offer period is over. Such customers should be that 

similar offers would be declared soon. 

 Some customers doubt the quality of the products on which promotional offers are 

declared, the company should take note of this. 

 It is suggested that along with apparel section, food, accessories, sections must 

also be renewed and improved with new ambience. 

 The main source of promotion for Big Bazaar is advertisements through 

television, so, it is suggested that, Big Bazaar should also focus on other ways of 

communication like posters and hoardings in potential areas. 

 Adequate promotional communication is needed to attract more and more 

customers. 
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Conclusion 

The report reveals that there is a huge scope for potential growth of organised retailing 

and can improve the volume of operations in Big Bazaar store in Vijayawada. With the 

changing lifestyle and urbanization, customers are habituated to buy goods under single 

roof, it is a great opportunity to the hyper markets like Big Bazaar. Even though 

organized retailing flourishing day by day, it is facing through competition from 

unorganized retailers. 

 

 Hence Big Bazaar must focus on various promotional techniques to increase the foot 

falls and conversions which may leads to enhancement of sales and profit maximization. 

In the present competitive retail scenario, Big Bazaar must continuously study on 

different promotional techniques to use right promotional mix to attract more and more 

customers. 
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QUESTIONNAIRE 

Dear customer, 

   Please give your valuable information for the study on “Promotional 

Strategies at Big Bazaar “ .please complete all parts of this questionnaire in accordance with 

your experience .we assure you that information provided will be kept highly confidential and 

will be used for academic purpose only .Thank you in advance for your kind cooperation 

          Yours Sincerely, 

Name: ………………………………. 

Age: ………………………………….. 

Gender: …………………………….. 

Marital Status: ………………….. 

EDUCATIONAL QUALIFICATIONS: 

A) Up to Primary Schooling(  )        B) High school Level (  ) 

C  )Under Graduate                 (  ) D ) Post graduate (   ) 

E) Illiterate (  ) 

OCCUPATION : 

A) Salaried employee B) Business C) Professional  D)Home 

maker  E) Student  

FAMILY SIZE : 

A) Children Less than 14 Years  B)Adults  

FAMILY INCOME MONTHLY : 

A) Less than RS.10,000 (  ) B) 10,000-20,000 ( ) C) 20,001-30,000( )

 D)Above 30,000    (  ) 

--------------------------------------------------------------------------------------------------------------------------

1) How do you come to know about Big Bazaar ? 
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A) Radio( )     B) TV Advertisements (  )   C) Leaflets (  )    D) Posters  ( ) E) Business Cards (  ) 

2) How Many of your Friends, Family, Relatives know about Big Bazaar?  

 A) All (  ) B) Many ( )  C) Few ( )  D) 

None (  ) 

3) How frequently do you visit Big Bazaar? 

A) Daily (  ) B) Weekly (   ) C) Monthly (  )  D) Yearly ( ) 

4) Do you think the promotional techniques are effective in Big Bazaar? 

A) Yes (   ) B) NO (   )  

5) How much do you spend while shopping? 

A) Below 1000(  ) B) 1000-2000 (  ) C) 2000-5000 ( ) D) more than 

5000 (  ) 

6) How would you rate the way Big Bazaar promotes itself? 

A) Excellent ( ) B) Good ( )  C) Average ( )  D) Poor (  ) 

7) What influence you the most to visit Big Bazaar? 

A) Promotional Offers (  ) B) Discount Offers (  ) C) Range Of Items (  ) D) 

Location of the Store (  ) E) Others (   ) 

8) Are you Aware about the Wednesday Sale in Big Bazaar? 

A) Yes (   )  B) No (   ) 

9) Does the Wednesday sale really affects your purchasing style? 

A) Agree (  )  B) Disagree (   ) 

10) Rate the Attractiveness Of the advertisement 

A) Very attractive (   ) B) Attractive (  ) C) Satisfactory (  )  D) Poor (  ) 

11) Rate the quality of item as per the advertisement  

A) Highly Satisfactory (  ) B) Satisfactory (  ) C) Undecided (  )  D) 

Dissatisfactory (  ) E) Highly Dissatisfactory (  ) 

12) Does the Promotional Offers in Big Bazaar Attracts you to purchase products? 
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A) Yes (   ) B) No (  ) 

13) Do you think offers are clearly presented through displays? 

A) Yes (  )  B) No (  ) 

14) Which type of promotional offers attracts you? 

A) Discounts  B) Extra Offers (  )  C) 1+1 Offers (  ) D) Gift 

coupons (  ) E) Lucky Draws ( ) 

15) What Promotional tools that Big Bazaar Use? 

A) Visual Merchandising (  ) B) Pamphlets ( ) C) Banners (  )  D) Danglers (  ) 

16) Your overall shopping experience due to offers and discounts  

 A) Excellent (  ) B) Good ( )  C) Average (  )   D) Poor (   ) 

 

Please Provide Your Suggestions 

--------------------------------------------------------------------------------------------------------------------------

--------------------------------------------------------------------------------------------------------------------------

--------------------------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------------------- 

      Thank You  
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INTRODUCTION 

1.1 Financial Management 

Financial Management means planning, organizing, directing and controlling the 

financial activities such as procurement and utilization of funds of the enterprise.:It 

means applying general management principles to financial resources of the 

enterprise. 

The financial management is generally concerned with procurement, allocation 

and control of financial resources of a concern. The objectives can be- 

1. To ensure regular and adequate supply of funds to the concern. 

2. To ensure adequate returns to the shareholders which will depend upon the 

earning capacity, market price of the share, expectations of the shareholders. 

3. To ensure optimum funds utilization. Once the funds are procured, they should 

be utilized in maximum possible way at least cost. 

4. To ensure safety on investment, i.e., funds should be invested in safe ventures 

so that adequate rate of return can be achieved. 

5. To plan a sound capital structure-There should be sound and fair composition 

of capital so that a balance is maintained between debt and equity capital. 

Ratio analysis is the selection, evaluation and interpretation of financial data in 

easier to understand ratios, which have been identified as critical indicators of 

financial performance of the business and can be used for strategy and decision-

making. Financial ratio analysis is popularly used to compare a firm's financial 

performance over a period of time or to assess performance in comparison to other. 

Ratio analysis broadly explains the process of computing, acts as a vital tool in 

determination and presentation of the relationship of related items and groups of 

items of the financial statements. Financial position of a unit is concretely and clearly 

encapsulated by the means of ratio analysis. The significance of Ratio Analysis for a 

holistic Financial Analysis remains unflinchingly supreme. 
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1.2 Need for the study 

Ratio analysis of an organization provides the clear view of its performance 

parameters present as well in comparison to past performance. This analysis is 

important for the management and also for outsiders dealing with organization as this 

shows the way of functioning and the direction in which an organization is moving.  

After the liberalization, many MNC'S entered in to the market, financial 

analysis must require for a company. Ratio analysis is used in analyzing the firm's 

position. Known that fact the success of an organization depends up on the financial 

management. This situation has created an interest to study and analysis of the 

financial aspects of the corporation. Hence a study may be undertaken on financial 

analysis through selected ratios in Atma Lubricants & Specialties Ltd. 

The study has great significance and provides benefits to various parties 

whom directly or indirectly interact with the company. It is beneficial to management 

of the company by providing crystal clear picture regarding important aspects like 

liquidity, leverage, activity and profitability. The study is also beneficial to employees 

and offers motivation by showing how actively they are contributing for company's 

growth. The investors who are interested in investing in the company's shares will 

also get benefited by going through the study and can easily take decision whether to 

invest or not to invest in the company's shares. 

1. To know the financial position of the company for a period of five years. 

2. To assess the increasing/decreasing trends in the assets & liabilities.. 

3. To ascertain the increasing/decreasing trends in the net profit. 

4. To analyze the company's statements. 

  



3 
 

1.3 Scope of the study 

The study of financial statements analysis of Atma Lubricants & Specialties Ltd is a 

very wide topic and could be detailed study. But here it is intended to the researcher 

brief reports keeping in view the time factor. In the study many factors that need 

detailed analysis could not be discussed in detail because of the limitations regarding 

length of the project and available time. 

The scope of the study has, therefore, been limited to the presentation of comparative 

balance sheet, common size balance sheet, cash flow statements and their analysis and 

calculation of various ratios and their analysis. 

The study has great significance and provides benefits to various parties whom 

directly or indirectly interact with the company. It is beneficial to management of the 

company by providing crystal clear picture regarding important aspects like liquidity, 

leverage, activity and profitability. The study is also beneficial to employees and 

offers motivation by showing how actively they are contributing for company's 

growth. The investors who are interested in investing in the company's shares will 

also get benefited by going through the study and can easily take decision whether to 

invest or not to invest in the company's shares. 

 

1.4 Objectives of the study 

1. 1.To determine the company's efficiency level and makes it able to understand 

what shoulddo to improve its performance. 

2. To study the resource pattern and their utilization with a view to analyze the 

financial statements ofAtma Lubricants & Specialties Ltd. 

3. To measure the long term solvency position ofAtma Lubricants & Specialties 

Ltd. 

4. To know the working capital position ofAtma Lubricants & Specialties Ltd 

5. To analyze the liquidity position ofAtma Lubricants & Specialties Ltd through 

calculation of the various ratios 

6. To draw conclusions and suggest suitable measures to overcome the problems 
if any toimprove its performance. 
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1.5 Methodology of the study 

Data collection 

Data can be collected in two ways. They are 

1) Primary data. 

2) Secondary data. 

Primary data 

It is the information collected directly without any references. It is mainly 

through interactions with concerned officers and staff, either individually or 

collectively: some of the information has been verified or supplemented with personal 

observation and thorough interaction with the Financial Manager of Atma Lubricants 

& Specialties Ltd. 

Secondary data 

The secondary Data is the data which was collected from already published 

sources. This data is from the number of books and records of the company, the 

annual reports published by the company. The secondary data has been from the 

following. 

a) Balance Sheets. 

b) Profit & Loss a/c's 

c) Annual Reports of the company and 

d) Reference from text books. 
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1.6 Limitations of the study: 

The following are the limitations of the present study: 

i 

1) Because of the limitations regarding length of the project and available time 

many factors that need detailed analysis could not be discussed in detail. 

2) The accuracy of the study is based on the accuracy of the data presented in the 

annual reports of the company. 

3) The study is confirmed to a period of six weeks. 

4) Limited financial ratios used for analysis such that it couldn't provide accurate 

information. 
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Company Profile of Atma Lubricants &Specialities Ltd: 

Atma Lubricants & Specialties Ltd is a professionally managed company established 

under the Companies Act (1 of 1956) in the year 1995. The company has started its 

commercial production and marketing operations in the year 1999 after establishing required 

infrastructure for processing and marketing of Automotive, Industrial Lubricants and 

Specialty Oils. 

The main objects of the Company on its incorporation are, to engage in the Business of 

Processing, Blending, Compounding, Testing, Packing, Repacking, Selling, Marketing, 

Exporting and Importing, Transporting of Lubricants and other related products like Brake 

fluids, Lubricating greases from Indigenous, imported base stocks and other raw materials, 

and to deal in lube base stocks, mineral oils, Synthetic Base Stocks, Additives, and other 

Specialty 

The company has installed a capacity of 4,500 kl per year (1,500 kl per year in a single 

shift) and other testing facilities for processing and Blending of various Lubricant Base Stocks 

and process oils with chemicals and additives to produce Automotive, Industrial Lubricants 

and Specialty Oils to meet t he National / International / Customer established specifications 

to achieve customer satisfaction and to cater the lubricants requirements of Replacement 

Market, Fleet Owners, Institutions, Road Transport Organizations, OEM's, Corporations and 

other Small, Medium and Large Scale Sector / Industries in Maharashtra and Southern States 

of India. The company has started its commercial production and marketing operations in the 

month of May 1999. 

Presently, the company is concentrating to meet the requirements of the replacement 

market in the State of Andhra Pradesh by direct marketing through Dealer network. 

The company is in the process of establishing Sales / Marketing strategies to cater the 

requirements in Tamilnadu, Karnataka, Kerala, Orissa and Maharashtra states to achieve 

100% capacity utilization through appointing Dealers/ Stockiest/ Distributors/ Agents. 
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The company has established infrastructure facilities in such a way to double its capacity 

i.e., 9000 kl. Per year (3000 kl. per year in a single shift) in the same premises. The registered 

office and factory of the company is located at 54-5-41, 5th road, Autonagar, Vijayawada -520 

007. 

Processing &blending: 

ISO 9001 certification by D.N.V on processing & blending activity. Facilities for 

processing & blending of various Lubricants & Specialty Oils, process Oils of wide viscosity 

range from 2cst-1700cst [KV@400C] confirming to SAE/ISO VG grades. 

Wide viscosity grades - 

■=> Auto Engine lubricants ranging from SAE10W - SAE60 

^> Auto Gear lubricants ranging from SAE75 - SAE 250, Industrial lubricants ranging => 

From ISO VG 2 - ISO VG 1500, Specialty & process Oils as per standard/user viscosity 

requirements. 

♦ Capacity to blend up to 4500 kl/p.a. 

♦ Infrastructure availability to enhance capacity up to 9000 kl/ p.a. 

♦ Good track record in adhering to blending & packing schedule. 

♦ Quantities/volumes are assured @29.50 C by taking volume corrections at actual filling 

temperature. 

 

Calibration: 

All inspection, testing, measuring equipment / devices / gauges / reagents are calibrated periodically at 

defined frequency with in-house/National & International traceability. 

Inputs: 

Base Oils - All Automotive & Industrial Lubricants are processed from High Viscosity Index Group I 

base stocks. Imported Hydro finished base stocks are used for premium quality engine oils, Hydraulic 

oils. Regular availability of all paraffinic, Naphthenic, Aromatic base oils. 

Additives - Performance additive packages are blended to improve the quality of the 

lubricants to perform well in actual operating conditions to enhance lubricant and equipment  

"TO BE ONE OF THE LEADERS IN LUBRICANTS AND SPECIALITY OILS 

PROCESSING INDUSTRY IN SMALL SCALE SECTOR IN INDIA" 

Manufacturing process: 

Lube oil is extracted from crude oil, which undergoes a preliminary purification 

process (sedimentation) before it is pumped into fractionating towers. A typical high-efficiency 
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fractionating tower, 25 to 35 feet (7.6 to 10.6 meters) in diameter and up to 400 feet (122 

meters) tall, is constructed of high grade steels to resist the corrosive compounds present in 

crude oils; inside, it is fitted with an ascending series of condensate collecting trays. Within a 

tower, the thousands of hydrocarbons in crude oil are separated from each other by a process 

called fractional distillation. As the vapors rise up through the tower, the various fractions cool, 

condense, and return to liquid form at different rates determined by their respective boiling 

points (the lower the boiling point of the fraction, the higher it rises before condensing). Natural 

gas reaches its boiling point first,  followed by gasoline, kerosene, fuel oil, lubricants, and tars. 

Sedimentation 

• 1 The crude oil is transported from the oil well to the refinery by pipeline or tanker ship. 

At the refinery, the oil undergoes sedimentation to remove any water and solid 

contaminants, such as sand and rock that maybe suspended in it. During this process, 

the crude is pumped into large holding tanks, where the water and oil are allowed to 

separate and the contaminants settle out of the oil. 

 



10 
 

Fractionating 

• 2 Next, the crude oil is heated to about 700 degrees Fahrenheit (371 degrees Celsius). 

At this temperature it breaks down into a mixture of hot vapour and liquid that is then 

pumped into the bottom of the first of two fractionating towers. Here, the hot 

hydrocarbon vapours float upward. As they cool, they condense and are collected in 

different trays installed at different levels in the tower. In this tower, normal 

atmospheric pressure is maintained continuously, and about 80 percent of the crude 

oil vaporizes. 

• 3 The remaining 20 percent of the oil is then reheated and pumped into a second 

tower, wherein vacuum pressure lowers the residual oil's boiling point so that it can be 

made to vaporize at a lower temperature. The heavier compounds with higher boiling 

points, such as tar and the inorganic compounds, remain behind for further 

processing. 

Filtering and solvent extraction 

• 4 After further processing to remove unwanted compounds, the lube oil that has been 

collected in the two fractionating towers is passed through several ultrafine filters, 

which remove remaining impurities. Aromatics, one such contaminant, contain six- 

carbon rings that would affect the lube oil's viscosity if they weren't removed in a 

process called solvent extraction. Solvent extraction is possible because aromatics are 

more soluble in the solvent than the lube oil fraction is. When the lube oil is treated 

with the solvent, the aromatics dissolve; later, after the solvent has been removed, the 

aromatics can be recovered from it. 

Additives, inspection, and packaging 

. 5 Finally, the oil is mixed with additives to give it the desired physical properties (such 

as the ability to withstand low temperatures). At this point, the lube oil is subjected to 

a variety of quality control tests that assess its viscosity, specific gravity, color, flash, 

and fire points. Oil that meets quality standards is then packaged for sale and 

distribution. 
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Quality policy: 

ATMA LUBRICANTS & SPECIALITIES LTD., is established to cater Lubricating 

and Specialty oil requirements of the Industry through Processing, Blending, Testing, 

Marketing and after Sales Service by complying to National, International and User defined 

Standards. 

We, the employees & Business Associates of ALSL shall endeavor to achieve 

customer satisfaction by continual improvement in Quality, Productivity, Delivery, Cost 

Reduction and after Sales Service in line with the growing expectations of customers. We 

shall also strive to achieve planned objectives and targets of the Organization and improve 

our Systems, Practices and Business performance. 
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We shall be committed to comply with the requirements of international standard 

on quality management system and continually improve its effectiveness in its true spirits 

through total employee involvement. 

Quality objectives: 

Quality Policy and vision is defined by the Management as mentioned in the 1st and 

2nd page of ALSL/QSM/QP of this Quality Manual. Management is committed to 

implement its stated Quality Policy. Quality Policy is explained to all employees of the 

Organization. Quality Policy is displayed at various work places in the Organization. 

Management shall ensure that the Quality Policy is understood, implemented and 

maintained at all levels of the Organization. 

Corporate objectives: 

1. To be a continuously profit making company. 

2. To   continually   improve   process   and  productivity  by  optimizing  

Manufacturing,Administration&Marketing Costs. 

3. To upgrade existing Quality Management System to ISO 9001:2000 International 

4. Standard 

5. To implement e-commerce &e-CRM for achieving Customer Satisfaction by 2004-2005 

6. To comply with QS 9000 &IS 14000 by 2004-2005 Certification by 2006-2007 6 To become 

a potential supplier to interested SSI/MSI/LSI and other institutions 

7. To become a supplier for interested PSU's, RAILWAYS, Steel, Coal, Cement and other core 

sectors. 

General requirements: 

ATMA LUBRICANTS & SPECIALITIES LIMITED has established a quality 

management system in line with ISO 9001: 2000 standard as documented in this quality 

assurance manual to implement, maintain and continually improve its effectiveness. 

For the effective implementation of the quality management system, ATMA 

LUBRICANTS & SPECIALITIES LMITED has identified all the required processes and 

their applications and the methods / criteria needed to operate and control effectively those 
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identified processes throughout the organization. Sequence and interaction of the 

processesare framed out through the Sequence diagram. 

Appropriate process controls are established and documented in respective Procedures 

and Work Instructions of all processes to monitor, measure, and analyze the identified 

processes performance to achieve the planned results and continual improvement of these 

process ATMA LUBRICANTS & SPECIAUTIES UMITED does not outsource any process 

which affects the product conformity requirements. 

Product range: 

1) Automotive Lubricating oils 

2) Industrial Lubricating oils 

3) Process oils 

4) Specialty oils 

5) Additional oil 

Automotive Lubricating oils 

 

* Premium Engine oil 

♦ Special Genuine HD MG Engine oil 

♦♦♦ Ultra C3 

♦ Milcee Engine oil 

♦ Pump set oils HD type 

* ZOOMER-EF 2T Engine oil 

* PremiumGL-5 Gear oil 
*♦* Premium EP Gear oil 
♦♦♦ ST Gear oil 

Industrial Lubricating oils 

♦ Hydraulic oil 

♦ AW Hydraulic oil [Additive Type] 

♦ Anti Wear Hydraulic oil 

♦ High-Spin AWH Hydraulic oil 
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♦ Systems oils 
♦ MESHEP [Industrial Gear oil] 

♦ Cylinder oil 

♦ Process oils: 

♦  Rubber Extender Oil 

♦ Process oil 

*Rubber Process oil 

♦ Specialty oils: 

♦ KOOL CUT [soluble Cutting oil] Rustic DW [Rust Prevention oils] Hi-Thermal 

Special Quenching oils [SMtype] Quenching oil- SPL [Additive type 

♦ Additional oils: 

Quenching oils [Compoundingtype] Refrigeration oils Shock Absorber oils  

Calibration oil 

ATMA is the only lubricant Processing & Blending Company in A.P certified with ISO 

9002 quality System. Our quality assurance Wing keep pace in setting quality standards, 

besides our Research and Development continuously strives hard for adding new product 

range of lubricants as per industry requirement. 
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LUBRICANT INDUSTRY 

The Basic function of a lubricant are friction and wear reduction, heat removal 

and Apart from important application in internal contaminant suspension combustion 

engines, vehicles and industrial gear boxes, compressors, turbines or hydraulic systems, 

there are vast number of other applications, which mostly require specifically tailored 

lubricants. Designing a lubricant to perform above stated functions in different systems is 

a complex task, involving a careful balance of properties both in the lube base stocks and 

the performance enhancing additives. Between 5000 and 10000 different lubricant 

formulations are necessary to satisfy more than 90% of all lubricant applications. 

Lubricants today are classified into two major groups: Automotive lubricants and 

Industrial lubricants. Automotive lubricants have to perform in different types of vehicles 

both petrol and diesel under/a variety of operating conditions. Modern vehicles are fuel 

efficient and comfortable with high levels of performance. They are required to meet 

stringent emission norms. Quality requirement of such lubricants .are established by the 

Society of Automotive Engineers (SAE) and are specified in its classification system. 

Industrial lubricants can be subdivided into industrial oils and industrial specialties. 

Specialties in this case are principally greases, metal working lubricants and solid 

lubricant films. Quality requirements for these types of lubricants are defined by original 

equipment manufacturers (OEM) and end users of the products. On the global lubricants 

market, automotive lubricants account for more than 60% of volumes sold.  

A Good Lubricants possess following characteristics;- 

> High boiling point 

> Low freezing point. 

> High viscosity index. 

> Stability to heat at working condition. 

> Corrosion preventive. 

> High resistance to oxidation and so one. 
> History: 
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> Romans used rags dipped in animal fat to lubricate wagon wheels; however the 

science of lubrication (tribology) really only took off with the industrial revolution in 

the nineteenth century. 

> A lubricant is a substance interposed between two surfaces in relative motion for 

the purpose of reducing the friction and wear between them. Lubricant provides a 

protective film which allows for two touching surfaces to be separated and 

"smoothed," thus lessening the friction between them and correspondingly less heat 

generation in the machine, thereby keeping the working temperature of machine parts 

within safe operating limits. Wear and tear of parts is thus greatly reduced resulting in 

fewer breakdowns, greater machine utility, lower maintenance cost and longer 

machine life. 

> The recorded use of lubricants dates back to almost to the birth of civilization, 

with early historical developments being concerned with the use of fats/oils of animal 

or vegetable origin in transportation or machinery. Ancient inscriptions dating back to 

1400 B.C. show early examples of systematic lubrication with animal fats (tallow) 

being applied to reduce friction on chariot wheel axels. From these very early roots, 

efforts to reduce friction were dependent on relatively abundant animal and 

vegetable-based oils. 

> During the middle ages (AD 450-1450) there was a steady development in the use 

of lubricants, but it was not until AD 1600 - 1850 (particularly the industrial 

revolution in AD 1750 -1850) that the value of lubricants in decreasing friction and 

wear was recognized. 

Colonel William Drake struck oil on Aug.27, 1859; marking the birth of the petroleum 

industry. He drilled first oil well at Titusville, Pa in America in 1859 and his well-

publicized oil well created a new way to supply an arguably superior oil product, which 

accelerated the move toward the use of mineral oil and hastened the birth of the petroleum 

age. Petroleum-based oils were not widely accepted at first because they did not perform as 

well as many of the animal-based products. Raw crude did not make a good lubricant. But 

as the demand for automobiles grew, so did the demand for better lubricants. Lubricant 

manufacturers soon learned which crude made the best lubricants. In the 1920s, lubrication 

manufacturers started processing their base oils to improve their performance.   By 1923, 

the Society of Automotive Engineers classified engine oils by viscosity: light, medium and 

heavy. Engine oils contained no additives and had to be replaced every 800 to 1,000 miles. 
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By approximately 1930, solvent processing emerged as a viable technology for 

improving base oil performance using a fairly safe, recyclable solvent. Additives began to 

be widely used in 1947 when the API began to categorize engine oils by severity of service: 

regular, premium and heavy-duty. Additives were used to extend the life only in premium 

and heavy-duty oils. In 1950, multigame oils were first introduced which improved the hot 

and cold performance of the oil. For several decades, the lubricants industry continued to 

rely heavily on additive technology to improve the performance of finished oils. Lubricant 

quality improved significantly only when the additive chemistry improved. 

Modern lubricants are formulated from a range of premium base fluids and 

advanced additive chemistry. The base fluids has several functions but primarily it is the 

lubricant providing a fluid layer separating moving surfaces or removing heat and wear 

particles while keeping friction at minimum. Many of the properties of the lubricant are 

enhanced or created by addition of special chemical additives to base fluids. 

Nature of the lubricants 

A lubricant (colloquially, lube) is a substance (often an I liquid) introduced between 

two moving surfaces to reduce the friction and wear between them. A lubricant provides a 

protective which allows for two touching surfaces to be separated and "smoothed," thus 

lessening the friction between them. Lubricants chemically interact with all surfaces so that 

contact only occurs with the smooth and free lubricant. By this process, abrasive particles are 

dissolved into the lubricant, thus making them also very good solvents and cleaners. 

Petroleum-based lubricants like Vaseline to dissolve petroleum products such as rubber and 

plastic, while water- based lubricants tend to dissolve polar chemicals (like water and dirt); 

hence the additives. The lubricant must be replaced when it has dissolved to saturation, 

because the inability to dissolve additional abrasive debris allows abrasive. Practices to 

scrape against or become lodge in the working surfaces, thus introducing a margin for 

physical contact between them.  Lubricants which dissolve working surfaces (like the 

petroleum products Vaseline with rubber)defeat their purpose by corroding the smooth 

surfaces by their own dissolving power, thus compromising structural integrity, surface 

smoothness, and system- wide contamination. 

One of the single largest applications for lubricants, in the form of motor oil, is to 

protect the internal combustion engines in motor vehicles and powered equipment. Typically 
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lubricants contain 90% base oil (most often petroleum called mineral oils) and less than 10% 

additives. Vegetable oils or synthetic liquids such as hydrogenated polyolefm's, esters, 

silicone, fluorocarbons and many others are sometimes used as base oils. Additives deliver 

reduced friction and wear, increased viscosity, improved viscosity index, resistance to 

corrosion and oxidation, aging or contamination, etc. 

Lubricants such as 2-cycle oil are also added to some fuels. Sulphur impurities in 

fuels also provide some lubrication properties, which have to be taken in account when 

switching to a low-sulphur diesel; bio-diesel is a popular diesel fuel additive providing 

additional lubricity. 

Non-liquid lubricants include grease, powders (dry graphite, PTFE, .Molybdenum 

disulfide, tungsten disulfide, etc.), Teflon tape used in plumbing, air cushion and others. Dry 

lubricants 

Such as graphite, molybdenum disulfide and tungsten disulfide also offer lubrication 

at temperatures (up to 350°C) higher than liquid and oil-based lubricants are able to operate. 

Limited interest has been shown in low friction properties of compacted oxide glaze layers 

formed at several hundred degrees Celsius in metallic sliding systems, however, practical 

use is still many years away due to their physically unstable nature. 

Another approach to reducing friction and wear is to use bearings such as ball 

bearings, 1*01 lei' bearings or air bearings, which in turn require internal lubrication 

themselves, or to use sound, in the case of acoustic lubrication.  

In addition to automotive and industrial applications, lubricants are used for many 

other purposes, including as a personal lubricant, bio-medical applications (e.g. lubricants 

for artificial joints) and others. 

Materials (petroleum-based or synthetic, and including greases); solids (such as 

graphite, molybdenum disulfide, soft metals, waxes, and plastics); and gases 

Limited interest has been shown in low friction properties of compacted oxide glaze layers 

formed at several hundred degrees Celsius in metallic sliding systems, however, practical 

use is still many years away due to their physically unstable nature. 

General composition 
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Lubricants are generally composed of a majority of base oil and a minority of 

additives to impart desirable characteristics. 

The background: 

These are exciting times for the lube industry in India. Each one of the vast 

contingent of 22 Multinationals and a total of 80 big & small players are vying for a pie of 

Rs.5500 Crore market. Compared to the average World consumption of 35 Million tonnes 

per annum & Asia-Pacific region consumption of 7.5 million tonnes, the Indian lube 

industry with annual demand of 1 million tons is just behind Japan and China in Asia 

having a demand growth rate of 4% compared to the World growth rate ranging between 

zero to 2%. That is the lube industry in India today. 

Prior to 1992 the lube industry in India was controlled by the 4 major Public Sector 

Oil companies namely Indian Oil, HPC,BPC & IBP and a handful of private companies like 

Castrol, Gulf, Tidewater & others. With the distribution & canalization of base oil import 

being controlled by the Government of India, the duty on lube base oils from 85% to 30% 

and gradual scrapping of administered pricing observed the announcement of almost a new 

lube venture every month during 1994. Most of the new entrants formed associations with 

Indian companies both in the Private& Public sectors. All these new entrants are targeting 

for a very small share of the market considering that even 1% market share means a sale of 

Rs.55Crores. 

The Indian Oil controlled 54% of the lube market out of total" PSU's market share of 

more than 90% during 91-92. The Government policy of deregulation followed by entry of 

multinationals through JVCs had its effect on the market dominance of PSUs. This has been 

followed by sudden entry of lot many players, each one claiming to have some international 

collaboration and a 'foreign' brand name. This had its initial impact and illusions in the 

market and the market became more volatile. During these phases marketing channels of 

distribution had drifted from petrol stations to bazaar trade. 

 

The marketing channels 

The marketing channels for automotive lubricants in India consist of the following, 
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■ Petrol Stations 

■ Wholesale Distributors 

■ Lube Oil Shops 

■ Auto Spare Shops 

■ Authorized Service Stations 

■ Garages 

■ Rural & Agricultural dealers 

■ Super Markets. 

Lubricant industry segmentation: 

The lubricant industry can be divided into two major categories i.e., Automotive & Industrial 

brand of lubricants. The industrial segment basically comprises of Core Sector industries like 

Defence, Railways, State Transport Undertakings, Steel Plants, Coal Mines, Fertilizers, 

Power Houses, and Chemicals & Heavy Engineering Industries. In the industrial segment, the 

PSUs could successfully maintain their stronghold due to the reasons that the requirement is 

most end use specific, customer focused, productivity linked & service oriented. Here, price, 

quality, performance track record, R&D infrastructure for technology up gradation and 

product development for end use specific application & after sales service play the most 

significant role & FMCG teclmiques of promotion and creating illusions takes a back seat. 

Indian Oil virtually dominated and continues to dominate this sector through their proven 

track record of quality product and vast network of professionalized pre sales & after sales 

services. But the automotive segment which accounts for major share i.e., 67% of the 

lubricant market became soft target for new entrants and here private sector players could 

immediately consolidate their market share by adopting FMCG techniques. PSU oil 

companies in general and IOC in particular initially restricted their channel of distribution 

through their large infrastructure of marketing network i.e., petrol stations & distributor 

network. The focus happened to be on ensuring quality & customer accountability and restrict 

mushrooming of spurious trade in bazaar through the marketing channels where some kind of 

control could be exercised by the company. The major thrust put by Industry leader like 

Indian Oil at this juncture was to promote brand visibility and creation of brand image 

through endorsement, TV advertisements, & image building at Retail sites.  
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Types of lubricants 

Lubrication by this method can be divided into four basic types or regimes. 

• Hydrodynamic or Full Fluid Film Lubrication 

• Boundary lubrication 

• Mixed Film Lubrication 

• Elasto hydro dynamic Lubrication. 

Functions of the lubricants: 

Lubricants perform the following key functions. 

• Keep moving Parts apart Reduce friction 

• Transfer heat 

Carry away contaminants & debris Transmit power 

• Viscosity index improvers 

Demulsifying/Emulsifying 

Protect against wear 

■ 

Prevent corrosion 

Seal for gasses 

Stop the risk of smoke and fire of objects 

 

Additives: 

A large number of additives are used to impart performance characteristics to the 

lubricants. The main families of additives are: 

• Antioxidants 
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Detergents 

Anti-wear 

Metal deactivators 

Corrosion inhibitors, Rust inhibitors 

Friction modifiers 

Extreme Pressure 

Anti-foaming agents 

Viscosity index improvers 

Complexing agent (in case of greases) 

Societies and industry bodies: 

• American Petroleum Institute (API) 

• Society of Iridologists and Lubrication Engineers (STLE) 

• National Lubricating Grease Institute (NLGI) 

• Society of Automotive Engineers (S AE) 

• Independent Lubricant Manufacturer Association (ILMA) 

• European Automobile Manufacturers Association (ACEA) 

• Japanese Automotive Standards Organization (JASO) 
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. 

Top lubricant companies in world: 

1) Mobil Exxon (+Nuto, +Esso) -US 

2) Royal Dutch Shell 

3) British Petroleum (+Castrol) 

4) Total (+Elf, + Fina) 

5) Chevron (+Caltex) 

6) Connocco Philips 

7) Petronas 8)Agip 

9) Fuchs 

10)Blaser 

ll)PetroferChemie 

12) OKS (+Klueber) 

13) Carl Bechem 

14) ITW 15)Valvoline(+Tectyl) 

16) Indian Oil Corporation Ltd 

 

Properties of lubricants:  

Make-up of lubricants 

All lubricants should have a stable basic make-up. This means that when the lubricants are placed 

in an environment that fluctuates, such as an engine, they perform as required. This includes performing 

under a variety of stress situations, such as heat and high pressure. A lubricants degree of volatility is solely 

dependent on the choice of base oil. Additives do not play a part. 

Flow characteristics are largely dependent on the choice of base oil. However, they can be improved 

through the use content modifiers. Some of which are directed toward low-temperature lubricants such as 

gear grease, while others assist high-temperature lubricants such as engine oil. 

Stability 
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This is the ability to maintain performance for long periods. This is mainly connected to the choice 

of an additive, which improves base fluid properties. Stability is dramatically 

affected by the environment in which it operates. Temperature, for example, is an important factor. 

Compatibility 

Compatibility of lubricants relates to the other working parts in the area, such as seals, bearings and 

clutch plates. Check the packaging details to find out whether a lubricant is compatible or not. Lubricants 

industry in India: 

There is a deregulation and increased competition in the lubricant industry in India .This analyzes 

market trends and channels for distribution and sales of lubricants. India is the sixth largest lubricant 

market in the world. 

India is the sixth largest lubricant market in the world with approximate revennes of over Rs.70 

billion in 2005 and growing at 4-5% annually. The automobile market accounts for a large share of 

lubricant sales, particularly the diesel engine-based vehicles. Key market drivers arc the growing demand 

for four-stroke motorcycles, passenger cars, tie-ups wtth original equipment manufacturers, and the 

implementation of new pollution norms. 

Until 1993 the Indian lubricant market was highly regulated, clearly dominated by ( 

the public sector, with Castrol the only notable private player. As with other sectors, liberalization 

of the Indian economy brou^t many changes in the lubricants industry including the entry of foreign 

players. The pricing of base oil was deregulated in a phased manner and it is market determined now. 

Reduction of custom duties, dechnalizahon and removal of quantitative restrictions under which base oil 

stock was allotted to the users on a quota basis, have also led to the growth in this sector. 

Lubricants in us: 

US Demand for lubricants is expected to reach 2.7 billion gallons in 2008. A new research report 

on the lubricants industry in the united states with a focus on the industry basis, organization structure, 

historical background of the industry, product subdivision focusing on engine oils, process oils, general 

industrial oils and other lubricants. 

Lubricants in the world: 
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World Lubricants to 2010 - Market Research, Market Share, Market Size, Sales, Demand Forecast, 

Market Leaders, Company Profiles, 

IndustryTrends.

 

Global demand for lubricants will reach 41.8 million metric tons in 2010. Gains will by driven by 

increasing motor vehicle ownership and use and growth in manufacturing activity. Engine oils will 

continue to claim over half of demand, while process oils will grow the fastest. Manufacturing markets 

will lead gains. 

This study analyzes the $35.7 billion world lubricant industry. It presents historical demand data for 

1995, 2000 and 2005 and forecasts to 2010 and 2015 by lubricant formulation (e.g., petroleum, synthetic, 

re-refined, vegetable-based), by product (e.g., engine oils, process oils, hydraulic fluids, metalworking 

fluids), by market (e.g., motor vehicle aftermarket, manufacturing), by world region and for 31 major 

countries. 

The study also considers market environment factors, details industry structure, evaluates company 

market share and profiles 32 major players including Shell, Exxon Mobil, BP, Chevron, PetroChina, Total, 

Sinopec, and Lukoil. 

The development of lubricants is linked to the specific applications and application methods. On 

average, lubricating oils, which account for about 90% of lubricate consumption, consist of about 93% lube 

base stocks (Oils), and 75" chemical additives and other components. Base stocks used to formulate 

lubricants are normally of petroleum origin along with synthetic and vegetables oils, which may be 

incorporated for specialized applications. 

The top 1% of the world's manufacturers of finished lubricants accounts for more than 60% of global 

sales; the other 99% share less than 40. 

Lubricant market: 

The global lubricant market in the past 10 years has undergone dramatic changes due to industry 

consolidation. The industry has witnessed overall flat demand, sharp shifts in consumption, increased 

competition and greater pressure on profits. 
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World lubricants demand has remained flat around 38 MT/ A since 1991, despite some regional 

bright spots. Asia's demand grew 28.2% over the decade, but lube markets in central and Eastern Europe 

(including Russia) shriveled to half of what they were in 1980s, while Western Europe fell nearly 10%. For 

the year 2000, Africa consumed 4.9% of total world lubricants demand. The Centre for European Economic 

Research has forecast the long-term lubricant demand by region up to year 2010. 

As per their estimates the world would consume a little over 

40 MT of lubricants in the year 2010, with Africa accounting for 1.805 MT thus showing a growth 

of 2.6% over the years, against the 

total overall growth of 11.5% through 2010 as predicted by the study.  

Demand and growth: 

The global demand for Lubricants reached 41.8 million metric tons in 2014. Genies will by driver by 

increasing motor vehicles owner ship, use and growth in manufacturing activities.  

Demand for lubricants is forecast to increase one percent per year through 2006 to 2.8 billion 

galleons, valued at $ 8.3billions.Growth is expected to accelerate as the industry recovers from a weak 2001 

base, with advances coming primary from process oil and higher performance lubricants. 
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RATIO ANALYSIS

 

Despite the usual limitations associated with ratio analysis is still popular among 

financial analysis this is mainly attributable analysis to the simplicity in calculation and 

indication of the direction in which further probing is necessary. 

A ratio is an expression of the quantitative relationship between two numbers. It may be 

defined as the indicated quotient of two mathematical expressions. Ratio analysis is a widely 

used tool of financial analysis. It is defined as the systematic use of ratio to interpret the 

financial statement so that the strengths and weaknesses of a firm' as well as its historical 

performance and current financial condition can be determined. 

Ratio provides clues to know the financial position of a concern. One can draw 

conclusions about the exact financial position of a concern with the help of ratios. Ratio analysis 

is a technique of analysis and interpretation of financial statements. It is the process of 

establishing and interpreting various ratios for helping in making certain decisions. 

Importance of Ratio Analysis 

1. It helps in evaluating the firms performance 

With the help of ratio analysis conclusion can be drawn regarding several aspects such as 

financial health, profitability and operational efficiency of the undertaking. Ratio points out the 

operating efficiency of the firm i.e. whether the management has utilized the firm's assets 

correctly, to increase the investor's wealth. It ensures a fair return to its owners and secures 

optimum utilization of firms assets 

2. It helps in inter-firm comparison 

Ratio analysis helps in inter-firm comparison by providing necessary data. An inter firm 

comparison indicates relative position. It provides the relevant data for the comparison of the 

performance of different departments. 

If comparison shows a variance, the possible reasons of variations may be identified and 

if results are negative, the action maybe initiated immediately to bring them in line. 

3. It simplifies financial statement 
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The information given in the basic financial statements serves no useful Purpose unless it 

interrupted and analyzed in some comparable terms. The ratio analysis is one of the tools in th

e hands of those who want to know something more from the financial statements 

in the simplified manner. 

4. It helps in determining the financial position of the concern 

Ratio analysis facilitates the management to know whether the firms financial 

position is improving or deteriorating or is constant over the years by setting a trend with 

the help of ratios The analysis with the help of ratio analysis can know the direction of 

the trend of strategic ratio may help the management in the task of planning, forecasting 

and controlling. 

5. It is helpful in budgeting and forecasting 

Accounting ratios provide a reliable data, which can be compared, studied and analyzed. 

These ratios provide sound footing for future prospectus. The ratios can also serve as a basis for 

preparing budgeting future line of action. 

6. Liquidity position 

With help of ratio analysis conclusions can be drawn regarding the Liquidity position of 

a firm. The liquidity position of a firm would be satisfactory if it is able to meet its current 

obligation when they become due. The ability to met short term liabilities is reflected in the 

liquidity ratio of a firm. 

7. Long term solvency 

Ratio analysis is equally for assessing the long term financial ability of the Firm. The long term 

solvency s measured by the leverage or capital structure and profitability ratio which shows the 

earning power and operating efficiency, Solvency ratio shows relationship between total 

liability and total assets. 

8. Operating efficiency 

Yet another dimension of usefulness or ratio analysis, relevant from the View point 

of management is that it throws light on the degree efficiency in the various activity ratios 
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measures this kind of operational efficiency. It helps in investment decisions in the case of 

■ investors and lending decisions in the case of bankers etc. 

Despite the usual limitations associated with rations ratio analysis is still popular 

among financial analysis this is mainly attributable analysis to the simplicity in calculation 

and indication of the direction in which further probing is necessary. We shall briefly 

outline below some of important rations that can be use for the efficiency of working capital 

management. 

A ratio is an expression of the quantitative relationship between two numbers. It may be 

defined as the indicated quotient of two mathematical expressions. Ratio analysis is a widely 

used tool of financial analysis. It is defined as the systematic'use of ratio to interpret the 

financial statement so that the strengths and weaknesses of a firm as well as its historical 

performance and current financial condition can be determined.  

Advantages of ratio analysis 

1. It simplifies the financial statements. 

2. It helps in comparing companies of different size with each other. 

3. It helps in trend analysis which involves comparing a single company over a period. 

4. It highlights important information in simple form quickly. A user can judge a company 

by just looking at few numbers instead' of reading the whole financial statements. 
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Limitations of Ratio Analysis: 

The ratio analysis is one of the most powerful tools of financial management. Through 

ratios are simple to calculated and easy to understand, they from some serious limitations. 

(1) Limited use of Single Ratio: 

A single ratio usually, does not convey much of a sense. To make a better interpretation a 

number of ratios have to be calculated which is likely to confuse the analyst than help him in making 

any meaningful conclusion. 

(2) Lack of adequate standards: 

There are no well accepted standard or rules of thumb for all ratios which can be accepted 

as norms. It renders interpretation of the ratios difficult. 

(3)Inherent limitations of accounting: 

Like financial statements, ratios also suffer from the inherent weakness of accounting records 

such as their historical nature. Ratios of the past are not necessarily true indicators of the future. 

(4) Change of accounting procedure: 

Change in accounting procedure by a firm often makes ratio analysis misleading, e.g., a 

change in the valuation of methods of inventories from FIFO to LIFO increase the cost of sales and 

reduces considerably the value of closing stocks which makes stock turnover ratio to be lucrative and 

an unfavourable gross profit ratio. 

(5) Personal Bias: 

Ratios are only means of financial analysis and not an end in itself. Ratios have to be 

interpreted and different people may interpret the same ratio in different ways. 

(6) Incomparable: 

Not only industries differ in their nature but also the firm of the similar business widely differ 

in their size and accounting procedures, etc., It makes comparison of ratios difficult and misleading. 

Moreover, comparisons are made difficult due to differences in definitions of various financial terms 

used in the ration analysis. 
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(7) Price level changes: 

While making ratio analysis, no consideration is made to the changes in price levels and this 

makes the interpretation of ratios invalid. 

(8) Ratios no substitutes: 

Ratio analysis is merely a tool of financial statements. Hence, ratios become useless if 

separated from the statement from which they were computed. 
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Ratio analysis guidelines to use 

The calculation of ratios may not be a difficult task but their use is not easy. The 

information on which these are based, the constraints of financial statements, objectives 

for using them, the calibre of the analyst, etc, are important factors, which influence the 

use of ratios. 

Following guidelines/factors may be kept in mind in interpreting various ratios. 

1. The reliability of ratio is linked to the accuracy of information in financial 

statements. Before calculating ratios one should see whether proper concepts and 

conventions are used for preparing financial statements or not. 

2. The purpose of the user is also important for the analysis of ratios. A creditor, a 

banker, an investor, a shareholder, all has different objects for studying ratios. The 

purpose (or) object for which ratios are required to be studied should always be kept in 

mind for studying various ratios. Different objects may require the study of different 

ratios 

3. Another precaution in ratio analysis is the proper selection of appropriate ratios. The ratios 

should match the purpose for which these are required. 
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Ratio Analysis Classification 

Following are the classification of ratio analysis: 

1) Liquidity Ratios 

2) Activity/Turnover Ratios 

3) Profitability Ratios 

4) Solvency/Leverage Ratios 

 

1) Liquidity ratio 

Liquidity refers to the ability of a concern to meet its current obligations as and when these 

become due. Liquidity ratios are calculated to measure short-term financial soundness of the 

business. The short-term obligations are met realizing amounts from current, floating or 

circulating assets. 

The current assets should either be liquid or near liquidity. These should be convertible 

into cash for paying obligations of short-term nature. The sufficiency or insufficiency of current 

assets should be assessed by comparing them with short-term liabilities. If current assets can 

pay off current liabilities, then liquidity position will be satisfactory.  

On the other hand, if current liabilities may not be easily met Out of current assets the 

liquidity position will be bad. The bankers, suppliers of goods and other short-term creditors 

are interested in the liquidity of the concern. They will extend credit only if they are sure 

current assets are enough to pay out the obligations. 

To measure the liquidity of a firm, the following ratios can be calculated. 

a) Current Ratio 

b) Quick Ratio 

c) Absolute liquid ratio/Cash ratio 
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a) Current Ratio 

It is used to measure the liability position of the concern and thus it reflects the short-

term solvency of the concern in other meet all its current obligations as when there ratio can 

idle capital and low ratio indicate layout of inefficiency of working capital.  

The current ratio is the ratio of current assets to current liabilities. The current assets 

include cash, marketable securities, debtors, inventories and prepaid expenses. All obligations 

maturing within a year are included in current liabilities. The current liabilities include 

creditors, bills payable, accrued expenses, short term bank loans, income tax liability and long 

term debt maturing in the current year. It acts as a measure of firm's short term solvency and 

indicates the availability of current assets in rupees for every one rupee of current liability.  

The formula to calculate current ratio Is; 

"Current Ratio = Current Assets/Current Liabilities". 

b) Quick Ratio 

It determines by deciding quick assets and current liabilities. It is better test of financial 

strength than the current ratio as it gives absolute position of the company. The ideal ratio isl 

:1, if the ratio is 1:1 then the working capital increase the cost of production increases. A 

Quick ratio establishes a relationship between liquid assets and can be converted into cash 

immediately without loss of value. 

The quick assets include cash, debtors, bills receivable and marketable securities as 

investors are less liquid they are not included. The quick ratio is found out by dividing quick 

assets by quick liabilities. 

The formula used to find the quick ratio as follows.... Quick Ratio = 

Current Assets - Inventories/Current Liabilities Inventories - 

Stock Of Current Year 
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c) Absolute Liquid Ratio / Cash Ratio 

Absolute liquid ratio extends the logic further and eliminates accounts receivable (sundry 

debtors and bills receivables) also. Though receivables are more liquid as comparable to 

inventory but still there may be doubts considering their time and amount of realization. 

Therefore, absolute liquidity ratio relates cash, bank and marketable securities to the current 

liabilities. 

Cash ratio is the ratio of cash and cash equivalents of a company to its current liabilities. 

It is an extreme liquidity ratio since only cash and cash equivalents are compared with the 

current liabilities. It measures the ability of a business to repay its current liabilities by only 

using its cash and cash equivalents and nothing else. 

Absolute liquid ratio is calculated by using the following formula 

Absolute Liquid Ratio - Absolute Liquid Assets / Current Liabilities 

Where absolute liquid assets = Cash + Bank + marketable securities. 

2) Activity Ratios 

Activity ratios are used to measure the relative efficiency of a firm based on its use of its 

assets, leverage or other such balance sheet items. Activity ratios assess how effectively a 

company is able to generate revenue in the form of cash and sales based on its asset, liability 

and capital share accounts. Activity ratios measure company sales per another asset account 

the most common asset accounts used are accounts receivable, inventory, and total assets. 

a.) Debtors turnover ratio  

b.) Total assets turnover ratio  

c.) Current assets turnover ratio  

d.) Inventory turnover ratio 
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a) Debtors Turnover Ratio 

It determines the liquidity of the firm how quickly it shows debts are converted in to cash. 

Debtor's turnover ratio indicates the velocity of debt collection of a firm. It indicates the 

number of times the number of debtors turns over a year. 

Debtors Turnover Ratio = Sales/Average Debtors. Average 

Debtors = Opening Debtors + Closing Debtors / 2 b) Total Assets 

Turnover Ratio 

This ratio is between sales and total assets and shown whether or not the total assets have 

been properly utilized and measures the effective use of capital. The ratio shows how to 

utilize the total assets relating to increase the turnover and total assets are also affected by 

the fixed and current assets utilization. 

The total asset turnover ratio measures the ability of a company to use its assets to 

efficiently generate sales. This ratio considers all assets, current and fixed. Those assets 

include fixed assets,like plant and equipment, as well as inventory, accounts receivable, as 

well as any other current assets. 

Total asset turnover is a financial ratio that measures the efficiency of a company's use of 

.its assets in generating sales revenue. Net sales are operating revenues earned by a company 

for selling its products or rendering its services. 

Assets Turnover Ratio=Net Sales/Total Assets c) 

Current Assets Turnover Ratio: 

It can be found by calculating sales by current assets. Current Assets Turnover Ratio 

indicates that the current assets are turned over in the form of sales more number of times. A 

high current assets turnover ratio indicates the capability of the organization to achieve 

maximum sales with the minimum investment in current assets. Higher the current ratio 

better will be the situation. 

Current Asset Turnover Ratio = Total Sales/Current Assets 
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d) Inventory Turnover Ratio 

The inventory turnover ratio is an efficiency ratio that shows how effectively 

inventory is managed by comparing cost of goods sold with average inventory for a period. 

This measures how many times average inventory is "turned" or sold during a period. The 

inventory turnover ratio is a common measure of the firm's operational efficiency in the 

management of its assets 

Inventory Turnover Ratio is one of the efficiency ratios and measures the number of 

times, on average, the inventory is sold and replaced during the fiscal year. 

Formula 

Inventory Turnover Ratio - Cost Of Goods Sold / Average Stock 

Inventory Turnover Ratio measures company's efficiency in turning its inventory into 

sales. Its purpose is to measure the liquidity of the inventory. 

This ratio should be compared against industry averages. 

A low inventory turnover ratio is a signal of inefficiency, since inventory usually has a 

rate of return of zero. It also implies either poor sales or excess inventory. A low turnover rate 

can indicate poor liquidity, possible overstocking, and obsolescence, but it may also reflect a 

planned inventory buildup in the case of material shortages or in anticipation of rapidly rising 

prices. 

A high inventory turnover ratio implies either strong sales or ineffective buying (the 

company buys too often in small quantities, therefore the buying price is higher).A high 

inventory turnover ratio can indicate better liquidity.  
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3) Profitability Ratios 

A profitability ratio is a measure of profitability, which is a way to measure a 

company's performance. Profitability is simply the capacity to make a profit, and a profit is 

what is left over from income earned after you have deducted all costs and expenses related to 

earning the income. 

a) Gross profit ratio 

b) Net profit ratio 

c) Return on investment ratio 

a) Gross Profit Ratio 

Gross profit ratio (GP ratio)is a profitability ratio that shows the relationship between 

gross profit and total net sales revenue. It is a popular tool to evaluate the operational 

performance of the business. The ratio is computed by dividing the gross profit figure by net 

sales. 

Formula 

The following formula/equation is used to compute gross profit ratio: 

Gross Profit ratio = Gross Profit/Net Sales 

When gross profit ratio is expressed in percentage form, it is known as gross profit 

margin or gross profit percentage. The formula of gross profit margin or percentage is given 

below: 

Gross Profit Margin = Gross Profit/Net Sales*100 

b) Net Profit Ratio 

Net profit ratio (NP ratio)is a popular profitability ratio that shows relationship 

between net profit after tax and net sales. It is computed by dividing the net profit (after tax) 

by net sales. 
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Formula 

Net Profit Ratio = Net profit after tax/Net sales 

For the purpose of this ratio, net profit is equal to gross profit minus operating 

expenses and income tax. All non-operating revenues and expenses are not taken into 

account because the purpose of this ratio is to evaluate the profitability of the business 

from its primary operations. Examples of non-operating revenues include interest on 

investments and income from sale of fixed assets. 

c) Return on Investment Ratio 

Return on equity share holders is calculated to see the profitability of the owners. 

The earning of satisfactory return is the most desirable object of the business. It measures 

the gam or loss generated on an investment relative to the amount of money invested. 

Return on investment (ROI) is performance measure used to evaluate the efficiency of 

investment. 

The return on investment formula is 

ROI = Net Profit / shareholders fund 

4) Leverage Ratios 

A leverage ratio is meant to evaluate a company's debt levels. The ratios used to 

determine about the companies' financing methods, or the ability to meet the obligations. 

a) Debt equity ratio 

b) Interest coverage ratio 

a) Debt Equity Ratio  

Debt-to-assets ratio or simply debt ratio is the ratio of longterm debts of a business to its 
shareholders funds. It is a solvency ratio and it measures the portion of the assets of a business 
which are financed through debt. 

..   %  The formula to calculate the debt ratio is 
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DEBT EQUITY RATIO - LONG TERM DEBT / SHAREHOLDERS FUNDS 

b) Return on Total Assets Ratio: 

Return on total assets ratio measure the relationship of net profit to total assets and is 

usually represented as a percentage, 

Return on Total Assets Ratio = Net Profit / Total assets 

Total assets=current assets + fixed assets 
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CHAPTER – V 

DATA ANALYSIS AND INTERPRETATION 
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5.3 Profitability Ratios: - A Profitability ratio is a measure of Profitability, which is a way to measure a 

company’s performance 

5.3.1Gross Profit Ratio 

Gross Profit Ratio is a profitability ratio that shows the relationship between gross profit and total net 

sales revenue. 

Gross profit Ratio== Gross profit/net sales 

Table-5.3. 

 

Graph 5.3.1 

 

 

Interpretation: 

From the above data, the gross profit ratio is 23.64 in the year 2017-18, it represents that the ratio 

was increased because the sales are low. In the year 2014-15 the ratio was 17.77, because sales were 

very high in the year. 
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Year Gross Profit Net sales Gross Profit Ratio 
2014-15 3037431.91 17088626.94 17.77 

2015-16 3203200.48 1387546.73 23.08 

2016-17 3083147.01 13223063.33 23.18 

2017-18 3142965.98 13292300.90 23.64 

2018-19 2982965.98 13292300.90 22.41 



46 
 

 

5.3.2: Net profit Ratio 

Net profit ratio is a popular probability ratio that shows relationship between net profit after tax and 

net sales 

Formula: 

Net profit ratio: net profit after tax/ net sales 

Table-5.3.2 

 

Graph 5.3.2 

 

 

Interpretation: 

The net profit is the final profit of the company after deducting all the expenditure. The profit 

percentage for the year 2017-2018 was 0.029 though there is heavy amount levied on depreciation 

and other expenses. So, this could be further improved by decreasing the expenditure or increasing 

the sales. 
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Year Gross Profit Net sales Gross Profit Ratio 
2014-15 74448.30 17088626.94 0.0043 

2015-16 182551.48 13875456.73 0.0132 

2016-17 185608.56 13223063.33 0.0140 

2017-18 386091.65 13292300.90 0.0290 

2018-19 133998.65 13292300.90 0.010 
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5.4 Leverage Ratio: 

A Leverage ratio is meant to evaluate a company’s debt levels. 

5.4.1: Debt Equity ratio: - 

Debt equity ratio is the ratio of long-term debts of a business to its shareholders funds. 

Debt Equity ratio = Long-term debt/shareholders funds 

Table-5.4.1 

 

Graph 5.4.1 

 

 

 Interpretation 

  During the financial year 2014-2015 debt equity is 2.15 due to increase in the debt funds of the 

company. After   that   the year 2016-17 debt equity ratio was decreased due to steady decrease in 

the debt funds and rise in    the   equity funds of the company 
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Debt equity Ratio

Year Gross Profit Net sales Gross Profit Ratio 
2014-15 10848298.22 5038511.28 2.153 

2015-16 8189380.48 5221062.76 1.568 

2016-17 8132761.48 5406671.35 1.504 

2017-18 7251695.48 5793362.00 1.251 

2018-19 7251695.48 5540760.00 1.308 
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5.3.3: Return Investment Ratio: 

The meaning of satisfactory return is the most desirable object of the business. It measures the gain or 

loss generated on an investment relative to the amount of money invested. 

ROI = Net Profit/ share-holders funds 

Table-5.3.3 

 

Graph 5.3.3 

 

 

 

Interpretation: 

Return on investment ratio is 0.0352 in the year 2015-16 it has been increased when compare to 

previous year 2014-15 because the profit has been increased in the year 2015-16 and it increased 

gradually in 2016-17 and 2017-18 and the ratio decreased in 2018-19 due to decrease in profit. 
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2014-15 74448.43 5038511.28 0.0148 

2015-16 183811.48 5221062.76 0.0352 

2016-17 195148.59 5406671.35 0.0360 

2017-18 386690.65 5793362.00 0.0667 

2018-19 325668.65 5540670 0.05 
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5.1 Liquidity Ratio 

      This liquidity ratio measures the ability of the firm to meet its current obligation 

 5.1.1 Current Ratio 

      The current ratio is the ratio of current to current liabilities. 

Table-5.1.1 

 

Graph 5.1.1 

  

 

 

Interpretation: 

The current ratio for the year 2017-18 was 10.24 that is for every rupee of current liability the firm is 

holding 10.24 of current assets it shows that firm was able to meet current obligation of business. The 

current ratio during the study period is from 2014-15 to 2017-18 is fluctuating. 

 

Year Current assets Current liabilities Current ratio 
2014-15 13934923.00 2136182.55 6.5232 

2015-16 12454732.08 2694428.55 4.6224 

2016-17 12345061.34 2031133.65 6.0779 

2017-18 11280624.76 1101440.90 10.2426 

2018-19 11451632.76 1522348.09 7.52 
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    5.1.2: Quick Ratio 

    A Quick ratio establishes a relationship between liquid asset and can be converted into cash 

immediately without  

loss of value 

“Quick Ratio=quick asset/current liabilities”. 

Quick assets =current asset - (stock +prepaid expenses) 

Table-5.1.2 

 

Graph-5.1.2 

 

Interpretation: 

From the above table the quick ratio was decreased to 0.99 in the year 2015-16 when compared to 

financial year 2014-15 because the current liabilities are increased. The Quick ratio has increased to 

2.56 in 2017-18 because the current liabilities has decreased. 

 

Year Quick Assets Current Liabilities QuickRatio 
2014-15 2955408.33 2136182.55 1.3834 

2015-16 2693286.08 2694428.55 0.9995 

2016-17 2820505.95 2031133.65 1.3886 

2017-18 2825367.97 1101340.09 2.5653 

2018-19 3156375.97 1522348.09 2.0733 
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5.2.4: Inventory turnover ratio: 

Inventory turnover ratio is one of the efficiency ratios and measures the number of times on average 

the inventory is sold and replaced during the fiscal year. 

Inventory turnover ratio=cost of goods sold/ average stock 

Table-5.2.4 

  

   Graph-5.2.4 

 

 

 

 

 

 

 

 

 

Interpretation: 

The inventory turnover ratio during the year 2018-19 was 1.29 normally higher the ratio indicates the 

better inventory management. It shows that there is a rapid turning of the inventory into receivables 

through sales so it is the evident that the increase in the ratio is obtained due to increase in its 

turnover. 

 

 

Year Cost of goods sold Avg stock Inventory turnover 
Ratio 

2014-15 12593306.18 10250570.27 1.122 

2015-16 11890328.14 10370480.35 1.146 

2016-17 10376536.93 9643000.69 1.076 

2017-18 11218633.52 8989906.08 1.247 

2018-19 11538633.52 8909906.09 1.295 
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5.2.3: Current Asset Turnover Ratio 

Current asset turnover ratio indicates that the current is turned over in the form of sales a greater 

number of times. 

Current Asset Turnover Ratio=Total sales/Current Assets 

Table-5.2.3 

 

Graph-5.2.3 

 

 

 

 

 

 

 

 

 

 

 

Interpretation 

The current assets turnover ratio is 1.114 in the year 2015-16 it was decreased when compared to 

previous year because of the change in the position of current assets and it fluctuates during the 

period too. 

Year Total asset Current asset Current asset 
turnover ratio 

2014-15 17088626.94 1393423.03 1.2263 

2015-16 13875456.76 12454732.o8 1.1140 

2016-17 13223063.33 12345061.34 1.0711 

2017-18 13292300.90 11280624.76 1.1783 

2018-19 13292300.90 11451632.76 1.1607 

1.2263

1.114

1.0711

1.1783
1.1607

0.95

1

1.05

1.1

1.15
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Current assets turnover Ratio
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ATMA LUBRICANTS & SPECIALITIES LTD.54-5-41,5th 

Road, Autonagar, VIJAYAWADA-520 007 

Profit &Loss A/c for the year ended 31.03.2015 

Particulars Schedules Current Year 
Year 

Previous 
Year 

 

INCOME: 

Sales 

Mise. Receipts 

II. EXPENDITURE: 

Consumption of Raw Materials 
and manufacturing expenses 
Other expenses Depreciation 

HI. NET PROFIT/LOSS 

Net Profit 

Provision for Income Tax 
Net Profit after tax Balance b/f 
from earlier years 

IV. APPROPRIATIONS: 

Proposed dividend Tax on 

proposed dividend Balance c/f to 
Balance Sheet 

 

 17088626.94 17408129.79 

 0.00 0.00 

 17088626.94 17408129.79 

 14051195.03 14184039.39 

 2416086.27 2050631,98 

 546897.21 424187.12 

 17014178.51 16658858.49 

 74448.43 749271.30 

 0.00 0.00 

 74448.43 749271.30 

 -35937.15 -785208.45 

 38511.28 ••-35937.15 

 0.00 0.00 

 0.00 0.00 

 38511.28 -35937.15 
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ATMA LUBRICANTS & SPECIALITIES LTD. 54-5-41, 5th 

Road, Autonagar, VUAYAWADA- 20 007 

BALANCE SHEET AS AT 31.03.2015 
Particulars Schedules Current 

Year 
Year 

Previous 
Year 

 

Sources of Funds 

SHARE HOLDERS FUNDS: 

A. Share Capital 

B. Share Application Money 

C. Reserves & Surplus 

5000000.00 

38511.28 

5000000.00 

0.00 

 

LOAN FUNDS: 

A. Secured Loans 

B. Unsecured Loans 

 9680845.3

2 

1167452.9

0 

15886809.5
0 

Application of Funds      

A. Fixed Assets      

Gross Block   7799419.80  7528529.80 

less: Depreciation   3736262.78  3189365.57 

Net Block   4063157.02  4339164.23 

B. Investments   —  — 

C. Current Assets, Loans &Adv ances:     

CURRENT ASSETS      

i) Inventories  10979514.70  9521625.85  

ii) Sundry Debtors  2662979.35  2251768.66  

in) Cash & Bank balances  41493.05  58216.59  

iv) Loans & Advances  250935.93 

13934923.03 

 998288.97 

12829900.07 

 

Less: Current Liabilities & Provisions:     

i) Current Liabilities  2136182.55 

2136182.55 

 2938046.09 

2938046.09 

 

NET CURRENT ASSETS   11798740.48  9891853.98 

D.Misc. exp. Not written off   24912.00  27604.00 

F. Profit and Loss Account   0.00 

15886809.50 

 35937.15 

14294559.36 
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ATMA LUBRICANTS & SPECIALITIES LTD.                       

54-5-41, 5th Road, Autonagar, VlJAYAWADA-520 007 

Profit & Loss A/c for the year ended 31.03.2016 

Particulars Schedules Current Year 
Year 

Previous 
Year 

 

INCOME: 

Sales 

Mise. Receipts 

13875456.73 
0.00 

17088626.94 

0.00 

 

II. EXPENDITURE: 

Consumption of Raw Materials 
and manufacturing expenses 
Other expenses Depreciation 

III. NET PROFIT/LOSS 

Net Profit 

Provision for Income Tax 
Net Profit after tax Balance b/f 
from earlier years 

IV. APPROPRIATIONS: 

Proposed dividend Tax on 

proposed dividend Balance c/f to 

Balance Sheet 

 

 13875456.73 17088626.94 

 10672256.44 14051195.03 

 2499517.50 2416086.27 

 519871.31 546897.21 

 13691645.25 17014178.51 

 183811.48 74448.43 

 1260.00 0.00 

 182551.48 74448.43 

 38511.28 -35937.15 

 22.1062.76 38511.28 

 0.00 0.00 

 0.00 0.00 

 221062.76 38511.28 
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ATMA LUBRICANTS & SPECIALITIES LTD. 

54-5-41,5th Road, Autonagar, VUAYAWADA-520 007 

BALANCE SHEET AS AT 31.03.2016 

 

Less current liabilities and Provisions : 

Current liabialities   2694428.55   2136182.55 

     2694428.55   2136182.55 

 

NET CURRENT ASSETS   9760303.53   11798740 

D. Misc. Exp Not written Off 22220.00   24912 

E. Profit & Loss Account          0.00           0 

13410443.24   15886810 

Particulars Schedule Current year Previous year 

 

Sources of funds 

SHARE HOLDER FUNDS 

A. Share capital 

B. Share application money 

C. Reserves & Surplus 

  

 

5000000.00 

--- 

221062.76 

 

 

5000000 

----- 

38511 

 

LOAN FUNDS 

A. Secured Loans 

B. Unsecured Loans 

  

7021927.58 

1167452.90 

13410443.24 

 

9680845 

1167453 

15886810 

Applications of Funds 

A. Fixed Assets 

Gross Block 

Less Depreciation 

Net Block 

B. Investiments 

C. Current Asset Loans & Advances 

 

 

 

 

 

7884053.80 

4256134.09 

3627919.71 

--- 

--- 

 

 

7799420 

3736263 

4063157 

--- 

--- 

CURRENT ASSETS 

1. Inventories 

2. Sundry Debtors 

3. Cash &  Bank Balances 

4. Loans & Advances 

  

9761446.00 

2098553.20 

390072.05 

204660.83 

12454732.08 

 

10979514.70 

2662979.35 

41493.05 

250935.93 

13934923.03 
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ATMA LUBRICANTS & SPECIALITIES LTD. 54-5-41, 5th 

Road, Autonagar, VIJAYAWADA-520 007 

Profit & Loss A/c for the year ended 31.03.2017 

Particulars Schedules Current Year 
Year 

Previous 
Year 

 

INCOME; 

Sales 

Mise. Receipts 

13223063.33 

0.00 

13875456.73 

0.00 

 

13223063.33 13875456.73 

 

II. EXPENDITURE:    

Consumption of Raw Materials  10139646.32 10672256.44 

and manufacturing expenses    

Other expenses  2441620.85 2499517.50 

Depreciation  446647.57 519871.31 

 13027914.74 13691645.25 

III. NET PROFIT/LOSS   

Net Profit  195148.59 183811.48 

Provision for Income Tax  9540.00 1260.00 

Net Profit after tax  185608.59 182551.48 

Balance b/f from earlier years  221062.76 38511.28 

  406671.35 221062.76 
IV. APPROPRIATIONS-    

Proposed dividend  0.00 0.00 

Tax on proposed dividend  0.00 0.00 

Balance c/f to Balance Sheet 406671.35 221062.76 
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ATMA LUBRICANTS & SPECIALITIES LTD. 

54-5-41,5th Road, Autonagar, VUAYAWADA-520 007 

BALANCE SHEET AS AT 31.03.2017 

 

Less current liabilities and Provisions : 

Current liabialities   2031133.65   2694438.55 

     2031133.65   2694438.55 

 

NET CURRENT ASSETS   10313227.69   9760303.53 

F. Misc. Exp Not written Off 9528.00   22220.00 

G. Profit & Loss Account          0.00           0 

13539342.83   13410443.24 

Particulars Schedule Current year Previous year 

 

Sources of funds 

SHARE HOLDER FUNDS 

A. Share capital 
B. Share application money 
C. Reserves & Surplus 

  

 

5000000.00 

--- 

406671.35 

 

 

5000000 

----- 

221062.76 

 

LOAN FUNDS 

A. Secured Loans 
B. Unsecured Loans 

  

696521.58 

1167452.90 

13539342.83 

 

7021927.58 

1167452.90 

13410443.24 

Applications of Funds 

C. Fixed Assets 

Gross Block 

Less Depreciation 

Net Block 

D. Investiments 

E. Current Asset Loans & Advances 

 

 

 

 

 

7908668.80 

4702781.66 

3205887.14 

--- 

--- 

 

 

7884053.80 

4256134.09 

3627919.71 

--- 

--- 

CURRENT ASSETS 

1. Inventories 
2. Sundry Debtors 

3. Cash &  Bank Balances 

4. Loans & Advances 

  

9524555.39 

2252666.32 

28054.05 

539785.58 

12345061.34 

 

9761446.00 

2098553.20 

390072.05 

204660.83 

12454732.08 
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ATMA LUBRICANTS & SPECIALITIES LTD. 54-5-41, 5th 

Road, Autonagar, VIJAYAWADA-520 007 

Profit & Loss A/c for the year ended 31.03.2018 

    

Particulars Schedules Current Year Previous 

  Year Year 

1. INCOME:    

Sales  13292300.90 13223063.33 
Misc. Receipts  0.00 0.00 

 13292300.90 13223063.33 

PI. EXPENDITURE:    

Consumption of Raw Materials  10149334.92 10139646.32 

and manufacturing expenses    

Other expenses  2369579.00 2441620.85 

Depreciation  386696.33 446647.57 

 12905610,25 13027914.74 

III. NET PROFIT/LOSS    

Net Profit  386690.65 195148.59 

Provision for Income Tax  0.00 9540.00 

Net Profit after tax  386690.65 185608.59 

Balance b/f from earlier years  0.00 221062.76 

  386690.65 406671.35 

IV. APPROPRIATIONS:    

Proposed dividend  0.00 0.00 

Tax on proposed dividend  0.00 0.00 
Balance c/f to Balance Sheet  386690.65 406671.35 
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ATMA LUBRICANTS & SPECIALITIES LTD. 

54-5-41,5th Road, Autonagar, VUAYAWADA-520 007 

BALANCE SHEET AS AT 31.03.2018 

 

Less current liabilities and Provisions : 

Current liabialities   1101340.09   2031133.65 

     1101340.09   2031133.65 

NET CURRENT ASSETS   10179284.67   10313927.69 

Misc. Exp Not written Off  19528.00   19528.00 

F. Profit & Loss Account          0.00           0 

13045057.48   13539342.83 

 

Particulars Schedule Current year Previous year 

 

SOURCES OF FUNDS 

SHARE HOLDER FUNDS 

A. Share capital 
B. Share application money 

C. Reserves & Surplus 

  

 

5000000.00 

--- 

793362.00 

 

 

5000000 

----- 

406671.35 

 

LOAN FUNDS 

A. Secured Loans 
B. Unsecured Loans 

  

6084242.58 

1167452.90 

13045057.48 

 

6965218.58 

1167452.90 

13539342.83 

Applications of Funds 

C. Fixed Assets 

Gross Block 

Less Depreciation 

Net Block 

D. Investiments 

E. Current Asset Loans & Advances 

 

 

 

 

 

7935722.80 

5089477.99 

2846244.81 

--- 

--- 

 

 

7908668.80 

4702781.66 

3205887.14 

--- 

--- 

CURRENT ASSETS 

1. Inventories 
2. Sundry Debtors 

3. Cash &  Bank Balances 

4. Loans & Advances 

  

8455256.79 

2260685.29 

113776.10 

450906.58 

11280624.76 

 

9524555.39 

2252666.32 

28054.05 

539785.58 

12345061.34 
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ATMA LUBRICANTS & SPECIALITIES LTD. 
54-5-41, 5th Road, Autonagar, VIJAYAWADA-

520 007 

Profit & Loss A/c for the year ended 31.03.2019 

    

Particulars Schedules Current Year Previous 

  Year Year 
1. INCOME:    

Sales  13292300.90 13223063.33 

Mise. Receipts  0.00 0.00 

 13292300.90 13223063.33 

•II. EXPENDITURE:    

Consumption of Raw Materials  10309334.92 10139646.32 

and manufacturing expenses    

Other expenses  2270601.00 2441620.85 

Depreciation  386696.33 446647.57 

 12966632.25 13027914.74 

III. NET PROFIT/LOSS    

Net Profit  325668.65 195148.59 

Provision for Income Tax - 191670.00 9540.00 

Net Profit after tax  133998.65 185608.59 

Balance b/f from earlier years  406671.35 221062.76 

  540670.00 406671.35 

IV. APPROPRIATIONS: 

Proposed dividend Tax on 

proposed dividend Balance 
c/f to Balance Sheet 

0.00 

0.00 

540670.00 

0.00 

0.00 

406671.35 
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ATMA LUBRICANTS & SPECIALITIES LTD. 

54-5-41,5th Road, Autonagar, VUAYAWADA-520 007 

BALANCE SHEET AS AT 31.03.2019 

 

Less current liabilities and Provisions : 

Current liabialities   1522348.09   2031133.65 

     1522348.09   2031133.65 

NET CURRENT ASSETS   9929284.69   10313927.69 

Misc. Exp Not written Off  16836.00   19528.00 

D. Profit & Loss Account          0.00           0 

12792365.48   13539342.83 

Particulars Schedule Current year Previous year 

 

SOURCES OF FUNDS 

SHARE HOLDER FUNDS 

A. Share capital 
B. Share application money 
C. Reserves & Surplus 

  

 

5000000.00 

--- 

540670.00 

 

 

5000000 

----- 

406671.35 

 

LOAN FUNDS 

A. Secured Loans 
B. Unsecured Loans 

  

6084242.58 

1167452.90 

12792365.48 

 

6965218.58 

1167452.90 

13539342.83 

Applications of Funds 

A. Fixed Assets 
Gross Block 

Less Depreciation 

Net Block 

B. Investiments 

C. Current Asset Loans & Advances 

 

 

 

 

 

7935722.80 

5089477.99 

2846244.81 

--- 

--- 

 

 

7908668.80 

4702781.66 

3205887.14 

--- 

--- 

CURRENT ASSETS 

1. Inventories 
2. Sundry Debtors 

3. Cash &  Bank Balances 

4. Loans & Advances 

  

8295256.79 

2384853.29 

109415.09 

662107.59 

11451632.76 

 

9524555.39 

2252666.32 

28054.05 

539785.58 

12345061.34 
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CHAPTER – VI 

FINDINGS , SUGGESTIONS & 

CONCLUSION 
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Findings: 

1. Current ratio of the firm is not satisfactory though it is able to meet the current 

obligations of the business. 

2. Quick ratio is- satisfactory to the firm. The ability of the company to pay its 

current obligations. The Liquidity ratio of the firm is better in the five years. It shows 

that the firm had sufficient liquid assets. 

3. Debtors' turnover ratio of the firm is not in a positive manner. The company 

position in the debt collection is not good. 

4. From Total assets turnover ratio, the company utilizing the assets in a good manner 
 

5 .Profitability ratios are fluctuating year by year so it indicates overall efficiency of 

the business is not good. Gross profit and net profits are fluctuating during the period 

of study, which indicates that firm's inefficient management in manufacturing and 

trading operations. 

6 .The Debt-Equity Ratio of Atma Lubricants & specialties Ltd, is satisfactory and it 

is also maintaining it at consistent rate. It is better for the company to continue the 

same position. 

7. Firm is not effectively utilizing the total resources. And also poor financial 

planning is one of the reasons for decreasing the profitability ratios. 
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Suggestions: 

1. It is advised that to maintain the standard level of current ratio. 

2. It is to be suggested to the firm that to maintain a low level of sundry debtors. 

3. It is to be advised to the firm to maintain the greater level of profitability ratio in 

future. Because it is not in a good position for the company has to take alternative 

actions 

4. Maintain the absolute liquid assets to the extent on and when the necessity arises to 

pay short term obligation in time. 

5. The company has to increase sales to maintain a good profit in future 
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Conclusion: 

 

This project of ratio analysis in the production is not merely a work 

of the project bn, a brief knowledge and experience of that have to analyze the 

financial performance of the A STUDY ON RATIO ANALYSIS ATMA 

LUBRICANTS & SPECIALITIES LTD. The study undertaken has brought into the 

light of the following conclnsion. According to this project I came to know that 

from the analysis of financial statement, it is a study on ration of analysis 

Atmalubrrcants&specialties lt have been incurring profit during the period of study. 
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CHAPTER – 1

INTRODUCTION



1

A STUDY ON TRAINING AND DEVELOPMENT IN KRISHNA DISTRICT MILK
PRODUCERS MUTUALLY AIDED CO-OPERATIVE UNION, VIJAYAWADA.

Human Resource Management (HRM) is a management function concerned with
hiring, motivating and maintaining people in an organisation. It focus on people in
organisation. Human resource management is designing management systems to ensure that
human talent is used effectively and efficiently to accomplish organisational goals.

Training and Development is a subsystem of an organization which emphasize on the
improvement of the performance of individuals and groups. Training is an educational
process which involves the sharpening of skills, concepts, changing of attitude and gaining
more knowledge to enhance the performance of the employees. Good & efficient training of
employees helps in their skills & knowledge development, which eventually helps a
company improve.

Meaning of Training and Development:

The need for training and development is determined by the employee’s performance
deficiency, computed asfollows.
Training and development =standard performance – actual performance Wecan
makeadistinctionamongTraining,Development andEducation.

Training:
Training refers to the process of imparting specific skills. An employee undermine ning is
presumed to have had some formal education. No training program is complete auto un centime
of education lenseswe can say that Training offered to operates

Development:

Development means the learning opportunities designed to help employees Development is not
primarilyskilloriented.Installprovidesthegeneralknowledgeandattitudes,whichwill be helpful
to employers in higher positions

Education:
It is a theoretical learning in classroom. The purpose of education is to teach theoretical
concepts and develop a sense of reasoning and judgment. That any training and development
pasmust contain a clement of education is well understood byHR Specialists.
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1.1.Need for the Study:

Human resource may be thought of as the knowledge skill creative abilities talents and
aptitudes as well as the values and attitudes of the employees of an organisation. It is the sum
of total inherent ability, acquired knowledge and skills of the person in the organisation.

In the highly competitive the success of any organisation depend upon their ability to
produce products, which are to be by the market. For this organisation needs the better
performance of the employees. Training and development are important function within
Human Resource Department. The ability of a company to reach it girls depends on the
attitude skill and knowledge employees gain from training and development. Training and
development programme help in the improvement of performance of the organisation. In the
context an attempt is made to analyse the effectiveness of training and development of THE
KMU LTD. (Krishna District Milk Producers Mutually Aided Co- operative Union Limited).
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1.2.Scope of the Study:

The study is limited to the employee training for employees at “Krishna District Milk
Producers Mutually Aided Co-operative Union Ltd, Vijayawada”. The development of any
organization depends on the employees. For an organization productivity training and
development assumes great significance.

1. This study is conducted to know the knowledge and skills given to the employees in

the organization.

2. This will help the management to know the satisfaction level ofemployees & they can

take measures to improve productivity.

3. This study helps the management students to prepare their own report.
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1.3.Objectives of the Study:

1. To analyze the existing training and development programs conducted in krishna milk
union limited.
2. To suggest measure for improvement of training and development programs.
3. To know the opinion of employees about Training and Development program
implemented at THE KMU LTD.

4. To Identity gaps between objective and achievement of Training and Development
program.
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1.4.Research methodology:

Research methodology is the specific producers or techniques used to identify, select, process,
and analyse information about a topic. In a research paper, the methodology section allows
the reader to critically evaluate a study’s overall validity and reliability.

Methods of data collection:

Data collection is a elaborate process in which the researcher makes a planned search for all
relevant data and is the foundation of all researches.

The task of data collection begins after a research problem has been defined and research
plan is checked out. While deciding about the method of data collection to be used for the
study of researcher should keep in mind two types of data. They are:

1) Primary data

2) Secondary data

Primary data:

The data that is being collected for the first time (or) particularly fulfil the objective of the
project is known as “primary data”. This has been collected from various sources. The
sources adopted to get data is questionnaire and through observation.

Questionnaire is designed in such way that every employee can understand.

Secondary data:

The data is collected from published reports, unpublished reports, annual reports, unpublished
manuals and materials etc.

Sampling:

In order to get data a sample size of 100 is taken and employees are selected in “random”
basis.
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1.5.Limitations of the Study:

The present study namely “Training and Development in Krishna milk Union
Limited" is subject to the following limitations.

1. This study is limited to Vijayawada city only.

2. This is study is restricted to sample size of 100 members.

3. Getting the required information from some employees has been difficulty.

4. The inputs given by the employees may be biased.

5. The period of study is only for 45 days which is a major constraint.



CHAPTER – 2

INDUSTRY PROFILE
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DAIRY INDUSTRY IN INDIA

India the world's large at Balle populations adopted to tropical poutrition& environment in
Livestock census 1982, India's bovine population was mullion cattle & million buffalo Milk
production gives employment to 70 million dairy farmers In terms of total production India
ranks million tons in 1997 1998 The production of various products in 200128 metro to USA
with a production of

APDDCF was formed in Oct 10 to implement operation Food-ll program than involvement of
producers in organizing milk production procurement processing and it will low due to rapid
population growth. It was 178 garam /day in 1990. There was only an increase of 50 grams
per day from 1980-90 I expected that milk availability will reach 21 gram/capita day by 200
AD as paint 300i Today India ranks first in Milk production in the world

Dairy development in India

India has the world's largest cattle buffalo population adapted to tropical climate nutrition &
environment. ACC to livestock census 1982, India's bovine population was 191 million & 69
million buffaloes. The forecast for 2000 AD is 204 million cattle & 78 buffaloes

Dairy development in India received a fillip after Independence when industrialization
awakening warranted the establishment of organized milk collection processing distribution
of milk to cats the needs of the expanded ban population Planned development of during was
taken up in the 15 year plan (1951 56). The main deterrent factors far milk production was
inadequate of suitable marketing structure in the rural areas Milk was being marketed in the
form of ghee which did not provide sufficient income to the farmers to take up the daring In
most of the state largest dairies areas produces & Urban milk treatment units. Some of the
dairy units also established a chain of trill collection & chilling centres in the rural areas to
aboard necessary facilities for handling milk in large volume & for long distance transport
without spoilage. These processing centers have had a stimulating effect on the dairy industry
in the country

India has world's largest cattle population however, per capital cattle population in very less
compared to developed nations. Dairy farming is regarding nations. Dairy farming is
regarding as a subsidiary Now it has become an important agro business

First dairy farm is established by military at Allahabad in 1989. British troops got milk
supplies from that farm It also organized cross breeding with European cattle breeds.

India is a country of village where farmers have small land holdings. Money lenders
barrows money it very high interest rates. They exploited the farmers who were poor.

As a result as large no of farmers in pune Ahmednagar Open hostiles against moneylenders in
1879. Subsequently and improvement act 1883 & agriculture act 1884 were, passed to
advanced loans at reasonable rates of interest to farmers.
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The Government realized that the cooperative credit society act was essential. But enacted
had following shortcomings.

1) Only credit societies are register

2) Classification of the societies into urban & rural was scientific.

3) It was selected regarding distribution of profit thus another act named the cooperative
societies Act 1912 was enacted. The act tool care of credit under the supervision of central
bank

The cooperative unions remained control subjects. In the year 1919 cooperative societies
become a state subject & fell within the scope of provision legislative. Each provinces states
formulations of their requirements. After intendance the cooperative movement made rapid
studies &govt adopted the policy of promoting of cooperative movement far establishing
economic welfare in the country. The cooperative sector was given an implement place in the
new economy and acted as a balance between private sector & public sector. It becomes pace
with the progress of movement & there should be uniformity of cooperative society Act 1956
was amended 19 times to suit the changing circumstances. Hence the govt of India appointed
a committee in 1956 to review cooperative acts in different states & prepared a model bill.

AP DAIRY DEVELOPMENT COOPERATIVE FEDERATION
(APDDCF)

APDDCF was formed in act 1981 to implement operation flood 1 program through active
involvement of produces in organizing milk production, procurement processing & marketing
on 'three tier' cooperative structure as per the national policy of India.

The three tire system consists of primary dairy is operative societies at village level
cooperative union at district level & federation at the state level. Planning Investment in
operation flood-II

Plan - 34.43 Crs

Plan - 247.53 Crs

Plan -187.00 Crs

Plan - 349.17 Crs

Plan - 1166.00 Crs

Plan - 600.00 Crs
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Plan – 1700.00 Crs

Milk Products:

The surplus milk after meeting requirement of the liquid milk is being converted into
products like food milk powder. Ghee, Butter, Sterilized milk, doodhpeda, etc. All these
products subject to strict quality control before being dispatched.

The AP Dairy Development federation has got 6 products manufacturing units in AP Namely:

1) Milk products factory Hyderabad

2) Milk products factory. Chittoor

3) Milk products factory Nandyala

4) Milk products factory Proddutoor

5) Sangam Dairy, Vadlamudi

6) Milk Products factory, Vijayawada

7) Milk products factory. Nalgonda Rangareddy

Organization of a dairy farm:

There are many activities involved in successful running of dairy farm many one of these
activities is as important as any other font profitable dairy farming coordination of all the
activities in a dairy farm is known as organization of the dairy farm

Management of Animals:

These successes of dairy depend upon the good health and wellbeing of the cow and
buffaloes maintained in the dairy and their production. The various aspects to be considered
are:

Housing

Feeding

Breeding

Disease control

Management of Labour:

Labour is becoming costly and scarce and hence organization is becoming more difficult. The
farm should be so planned that it shall be possible to completely manage with family labour.
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Hired labour should be minimum and used only for such operations as sowing, Harvesting
etc., permanent labour if employed should be minimum but provided with all facilities like
housing and should well paid and looked after so that they will work wholeheartedly

Management of Equipment Small dairies may have less equipment and machinery like
chilling plant pasteurizing plant, tractor trailer harvester, and such other agricultural
equipment. These have to be kept in good working condition so that all dairy and agricultural
operation will go on normally so that all dairy & agricultural operations will go on normally
and milk may be transported in good condition for marketing.

Management of milk and milk products:

The profitability of a dairy depends upon the farm in which the milk is disposed of Fluid milk
money than milk products. Selling in cities fetches more money than in smaller towns. Milk
transported to longer distances may cost more on transport. There is a chance of Spoiling if

more time is allowed between milking and sales unless milk is pasteurised and preserved
properly

Record keeping:

Record keeping is important in a dairy which will enable us to know that position of the dairy
in all aspects to enable us to plan properly record may pertain all aspects of dairying viz,
feeding breeding and management. It will enable the farmer to breed the cow inn time to give
balanced ratio according to mid Yield to know the actual production of milk of Individual
cows, to know profit and loss in the farm etc..,

Opportunities in dairy farming:

Dairy enterprise is an efficient and labour intensive business, so that the shale family of the
farmer is pressed into service & they are able to produce some productive response from the
limited holding utilizing agricultural by products & wastes that will go to Waste otherwise.
Both males females & old and young can be usefully

Employed for different types of work in a dairy farm

The by-products of dairy Industry like skim milk when it can be fed to their livestock. The
skim milk is of high value and can be used for poultry and swine with more profit. Farmer
who sell milk fat in the form in feeding pigs and poultry since skim milk is an excellent
source of protein, minerals and of butter ghee produce skim milk This can be effectively used
vitamins. The dairy industry can also provide various job opportunities to the miller of the
rural and urban population apart from providing the various opportunities.

Legal standards:

In India the various standards for dairy industry are formulated by four agerictes

1) The Indian standards institution (SI)
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2) Central committee for food standards (CCFS)

3) Directorate of marketing & inspection (AGMARK)

4) Defence services

These four agencies have the different spears of activities, although all try to work closest
collaboration. The standards by ISI are to be adopted on Voluntary basis. The CCFS is
statutory body which not only lays down standards for food products including dairy products
but also enforces the same. In consultation of CCFS the Government of India Ministry of
Health frames prevention of food adulteration rule under the prevention of food adulteration
Act The current set of rules are known as prevention of food adulteration rules 1976 under
AGMARK scheme provision exists for grading ghee only amongst the dairy products. The
defence services have their separate standards for their on requirements

Standardized milk is milk who's fat & SNE have been adjusted to a certain predetermined
level under PFA rules (1976) The standardized milk for liquid consumption should contain a
minimum of 4:5& 8.5 SNF through country. The standardization can be done by partly
skimming the fat in the milk with cream separator or by admixture with fresh reconstituted
skim milk in proper proportion

DAIRYING IN ANDHRA PRADESH:

The program of dairy was initially started with the commendable help of the United Nations
international children's emergency fund (UNICEF), food & agriculture Org (FAO) Freedom
from Hunger campaign org of UK These organization assisted a lot of establishment of dairy
units in Hyderabad & Vijayawada a in 1967 & 1969, respectively which led to pioneer dairy
development program in Andhra Pradesh late a set of cooling & chilling centres have been
step to food these gigantic units

The milk producers have been facing either a lot of problems in the process of production
marketing of milk improper transport facility poor technology ad absence of price part
facility poor technology and absence of price particularly during flush period etc. I was at this
context the Government of AP has viewed to constitute a dairy development Corporation.
More than 3.5 Lakhs milk producers get 20cr rs per Annual for supplying of milk of which
69% of total benefits belongs to small & marginal farmers, agricultural labour & other
weaker section of the rural community.

With all the efforts by APPDC & NEED today Andhra Pradesh has n excellent potential
for production with progressive farmers who are more receptacle to the new technology &
science parties. The estimated milk production s 40 Lakhs litres per day Today a strong wave
of white revolution is sweating creating a new hope of eliminating socio economic in
balances AP Is posed to be the dairy land of India playing an important role on the National
Milk grid. With the implementation of operation flood II program in AP the tamps of dairy
development has gained a momentum proved a thrust to eradicate poverty Retain
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Employment in rural areas brought gofers awakening confidence among the producers to
manager their own affairs through dairy cooperative of AP The dairy federation is marching a
head with dairy cooperatives to herald a new era of prosperity.

Financial Assistance:

The national cooperative development Corporation NCDC) has been providing financial
Assistance to dairy cooperatives for organization medium & small sized dairy processing
plants & milk chilling centres. The corporation has sanctioned a total loan assistance of
Rs.6.33 Lakh for establishment of 29 cooperative dairy units comprising 17 chilling centres
& 12 cooling centres

DAIRYING INDUSTRY IN KRISHNA DISTRICT

Dairy occupies 2nd place in earning livelihood next to agriculture in Krishna district, as
the cattle wealth in this district is more The dairy development union after changing different
Mgt systems is now stepping into cooperative sector to help the small & backward farmers by
making them members of the union

Krishna district with its charge area claims notable place in agricultural activities It is a long
time aptitude for the agricultural farmers to possess dairy cattle along with cattle far
agriculture. This aspect has drawn the attention of the officials of UNICEF, FAD and
government of India. After analysing the dairy prospects, they expressed the view that there
could be bright future for dairy scheme in Krishna district Accordingly a survey was
undertaken to explore that market for surplus milk in 1960 61 This marks the first step in
development the dairy industry in the state.

DAIRY PLANTS OPERATING IN INDIA

Dairy plant Number Capacity
000’ L/day

Cooperative 2123 28394

Private 403 32415

Others 63 12170

Totel 673 72979



CHAPTER – 3

COMPANY PROFILE
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Introduction to Krishna district milk producers mutually aided cooperative

union limited:

The Krishna district has great potential for milk production with a substantial

marketable surplus to tap. The market-oriented milk production is the key livestock activity

to generate stable income for the farmer. About 90 percent of rural households are directly

concerned with livestock security to the rural poor and buffers the risks due to crop failure.

The original dairying in Krishna District commenced in1965 by the State Government with

the assistance of UNICEF (United Nations International Children Emergency Fund). Under a

pilot project named INTEGRATED MILK PROJECT- HYDERABAD AND

VIJAYAWADA (1960) a milk supply scheme was introduced in 1965 to organize milk

collection from the villagers, to process at chilling at Vijayawada and Hyderabad. The milk

supply scheme was great success with it services to the producers and quality supplies to the

consumers.

The initial procurement network was gradually extended to all over, the district with in a span

of 5 years. The “Milk Product Factory” first of its kinds in south India was established and

commissioned in Vijayawada by 1969.

The company got ISO 22000-2005 and ISO 14000 trademark for its quality of milk. The

company recently made record sales of 1.64 lakhs its/day where as its previous sales record

was 1.45 lakhs its/day.

VISION: “Farmer’s prosperity through technical innovations and customers orientation
with specific focus on quality and cost”.

MISSION:” Dairying in the district to be the major instruments of strengthening rural
economy and making available safe milk and milk products”.

QUALITY POLICY:

“Aiming to be a technologically advanced dairy with global outlook providing products and

services of highest quality delighting the customers”.

Most of the Village Diary Cooperative societies are viable and managed by the producer

members receiving better technical know-how. The Government has enacted APMACS
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act,1995 (Andhra Pradesh Mutually Aided Cooperative Societies Act, 1995), which provides

autonomy to the cooperative. As per the policy and directives from the state

Government/Federation, The Diary Cooperatives register under APCS Act,1964 were

converted in to APMACS ACT, 1995. The Krishna Milk Union in July 2001 in consonance

with the wishes of its member producers.

Elections are being held as per by laws to the Board Of Management of Krishna Milk Union

under APMACS Act,1995.

3C’S REPORT:

The 3 C’s report explains about the COMPANY PROFILE, CUSTOMERS,

COMPETITORS.

Companyprofile:

Krishna District Milk Producer’s Mutually Aided co- operative union Ltd, was established in

the year 1965. At present, it is regulated under the Andhra Pradesh Mutually Aided Co -

operative society Act 1995, which is one of the leading milk producer’s co-operative union in

Andhra Pradesh.

Customers:

Milk for every age group of people

Competitor’s:

HeritageFoods:

Heritage foods limited is one of the most popular and largest private sector dairy company in

southern India, with a good market presence in Telangana, Andhra Pradesh as well retail

stores across Chennai, Hyderabad.

KwalityLtd:

Kwality is not only a handler of dairy products in India but also produces various types of

own dairy products such as curd, cheese, milk, ghee etc.
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Hatsun Agro products:

Hatsun Agro is the largest private sector diary company in India also one of the fastest

growing Diary company in the world. Popular products include flagship brand by

ArogyaHatsun milk and Arun Ice creams.

Visakha Dairy:

Visakha Dairy by Vijaya Milk producer’s company was established in 1973 and one of the

fastest growing milk products manufacturing company in Andhra Pradesh.

MILK PROCESSING AND PRODUCTION:

Production manager is heading the Production Division supported by one diary manager,

11Asst. Diary manager and 1 Junior Engineer other production staff engaged in Milk

Reception, Milk Processing, Butter Making, Ghee Making, Powder Making, Bi- Products

Manufacturing and Finished Goods Section.

MILK PROCESSING SECTION:

It has 12 storage tanks each of 15,000 Lts. Capacity, six silos each of 30,000 Lts. Capacity

and 2 No s of 50,000 Lts capacity, three cream vats each of 5000 Lts.,2 No s of 3000 Lts and

one 15,000 Lts of capacity and three numbers of 10,000 Lts/hour. Altogether, it has milk

storage capacity of four lakh and eighty thousand Lts.

SALES:

Indents received from various boots and parlours. Depending on the indents the consolidated

reports are raised. These reports are sent to various sections. Reconciliation statements are

prepaid according to the indents and the details of stock delivery are maintained for various

parlours, boots and institution. Andhra Pradesh has prominent place in the dairy of India.

Dairy and milk supply has been given importance in the five-year plans of the state. Not only

with a view has help had the farmer to improve their income had it enabled.

HISTORY AND ESTABLISHMENT:

Andhra Pradesh has prominent place in dairying India. The cattle wealth of Andhra Pradesh

is established at Rs. 220 crores and 70% of total of milk products factory, Vijayawada was
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commissioned an 11.4.1994. milk products factory Vijayawada is having the site of 27.3

acres. At present the cost of UNICEF equipment and erection is about 19.4 crores (1983-

1984).The Krishna district milk products factory’s date of registration is in 6.7.1983.

authorized share capital Rs.10,00,00.000, paid up share capital Rs.48,12,00,000 members of

societies registered affiliated. In 1979-1980 machinery was established in processing sections

chiller capacity 80,000 liters capacity tanks. Now the above capacity is improved chiller

capacity. Milk product factory, Vijayawada was commissioned on 11.04.1969.

The factory has installing the capacity of 1.25 lakhs litres per day in the first stage with

provision for expansion of 3.50 lakhs litres per day in the second stage. Milk product factory,

Vijayawada has the distinction of handling milk to its capacity in the second year operation.

A part from handling milk Krishna district, it also handled surplus milk received from district

of VISAKAPATNAM, EAST AND WEST GODAVARI, PRAKASAM AND NELLORE.

The factory had packed holding during 1982-1983, with a view of handling the increased

surplus milk got from NELLORE, PRAKASAM, and EAST and WEST GODAVARI

DISTRICTS, a second spray drying plant with a latest design to produce about 124MT of

milk powder has been established and commissioned during 1982.

COMPANY GROWTH:

As an integral part of the above project the milk products factory, Vijayawada was

commenced on 11-04-1969. The factory has got an initial handling capacity of 1,25,000 litres

in the first stage with provision of handle 2,50,000 liters milk in the second stage.It has

crossed the mark of 1,00,000 liters in the very first year of its operating getting admiration

from the UNICEF officials.

The women have been playing a great role in the rural dairying i.e., feeding of animals,

washing and milking etc., To encourage this activity in an organized way the APDCFL of

foundation three districts viz., Nalgonda, Krishna and chittoor already 8 women co-operative

societies are organized and 200 new members have been enrolled a part from 1000 women

members enrolled in other societies.

SALES CENTRES:

Vijayawada: RTC bus stand super bazaar, Railway station milk products factory, vastralatha,

Vijaya dairy parlour, Benz circle, satyanarayanapuram, Machavaram, padamata etc.
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RESEARCH AND DEVELOPMENT:

The India council of Agricultural research has started a research scheme during the period

1970-71 to undertake research on milk products. Under this scheme soft cheese, butter milk

powder curd, Doodhpeda, ice cream mix, butter etc, are, manufactured.

CAPACITIES:

Milk 1,70,000 liters per day

Ghee 5 tons per day

Butter 7 tons per day

Milk powder 5 tons per day

Refrigeration capacity 1.5 tons capacity

Stream capacity 15 tones per 1 prt

Milk packing 1,25,000 packets per day

Chilling 1,50,000 litres per day

Processing 1,50,000 litres per day

NEED FOR EXPANSION:

With the introduction of the baby food, the milk handling capacity has been reduced to about

80-85 thousand litres of milk in view of the sugar content added in manufactured of the baby

good. Therefore, it is proposed to expand the present plant by adding additional buildings in

the existing vacant area adjacent to the transport section. This will enable the factory to

handle 1.5 lakh liters per day.
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MANAGEMENT:

Management of the company shall consist of board of director’s chairman and Managing

director

 The chairman of the affiliated union enrolled as number

 Nominee of the government of Andhra Pradesh if the government of Andhra Pradesh

Is a member
 Chairman of the board of directions shall over general meeting . In case of this

absence the meeting shall be conducted by a chairman form amongst the members

present .

 The general body shall be called once a financial year with in greater ending on 31st

December. This shall be “Annual general meeting”.

 A special general body meeting may be called at any time by majority vote of board

of directors and shall be called with one month at least 1/5 of the members of

derivation or by the registrar of cooperative societies.

PROVISION UNDER ACT:

1) Subjects to such resolution as the general body may from time to time pass. The

execution management of the union shall consist of not more than 17 membersas

detailed below.

 2 elected representatives of affiliated 30 societies.

 3 governments nominee.

 Register of cooperative societies of this nominee.

2) Director of animal husbandry or his nominee.

3) Managing director, A.P diary development corporation or his nominee.

 One to be adopted by the board from the experts in milk business.

 One Nominee of financing agency.

As soon as the election of the members of the board over they shall meet and elect a chairman

and vice-chairman who will hold office for one year. The election and vice-chairman is to be
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held, in the same manner every year immediately after the general body meeting in which the

training vacancies of directors filled up

MANAGING DIRECTOR:

The managing director shall be appointed by the government from time to time upon such

terms and conditions as the government thinks for and the government extends such items it

may due necessary and expedite.

STAFF POSITIONS OF THE COMPANY:

Department No of persons
Managing Director 1

Diary Director 2

Diary Managers 8

Asst Diary Engineers 8

Quality Control Officers 1

Asst Diary Managers 22

Fodder development Officers 2

Junior Engineers 8

Technical Staff 111

Transport 31

Finance 39

Administration 117

Field Staff 88

Others (Non-Technical) 375

Total 803
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General Body

Managing Director

ORGANISATION CHART:

Board of Mgt

 Procurement & input controller
 Marketing Manager
 Production Manager
 Plant Manager

Director(finance)

Personal officer
Quality
Stores
MIS

APS

Fig shows the organization structure of Krishna union milk private limited,

Vijayawada.

MILK PROCUREMENT:

Milk is being procured twice a day from about 830 villages in the district organized through

29 routes and 6 chilling besides getting raw milk directly to the factory from certain villages

in a radius of 150KM around Vijayawada. Among 480 centres, about 431 are registered

societies and under Anand Pattern.
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MILK RECEPTION:

As soon as the milk is arrived at the reception dock either through cans or tankers, the

laboratory authorities conduct all the platform/bacteriological/chemical tests and after its

quality confirmation the milk is received and sent to silos for storage.

RAWMILK:

Milk Product Factory, Vijayawada is directly connected by around 175 villages at radius

around 50 kms. Around Vijayawada. The milk collected from these villages is collected

directly at milk products factory, Vijayawada for which is equipped with a can conveyor, an

electrical weighing machine, a dump tank and Straight through can washer with cleaning

capacity of 600 cans per hr.

CHILLEDMILK:

Chilled milk from chilling centres and other stations through milk tankers is received at the

dock and after receiving quality confirmation from laboratory the milk is sent for storage.

MILK PROCESSING SECTION:

It has 12 storage tanks each of 15,000 Lts. Capacity, six silos each of 30,000 Lts. Capacity

and 2 No.s of 50,000 Lts capacity , three cream vats each of 5000 Lts.,2 No.s of 3000 Lts and

one 15,000 Lts of capacity and three numbers of 10,000 Lts./hour. Altogether, it has milk

storage capacity of four lakh and eighty thousand Lts.

OPERATIONS:

Separation of required quantity of whole milk to the extent of demand and with admixture of

whole. It is also equipped with a Ghee tin filling-cum-sealing machine with a capacity of 5

tins/min. of 15 Lts. The ghee packed in 500 ml, 200 ml, 100 ml. sachets and also 50 gms of

cow ghee bottles are marketed throughout the district and it has very good demand.
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BI-PRODUCTS SECTION:

All the fresh milk products like Butter Milk, Sweet lassi, sterilized flavoured milk, curd,

unsweet khova, malailaddu, Doodhpeda, Butter Burfi are manufactured and packed under

strict hygienic and aseptic conditions in this section. One automatic filling machine was

installed.

POWDER SECTION:

The ValcunLavel multiple effect gravity flow milk evaporator plant with milk drying

capacity of 14 MTs per day are under operation fine and superior quantity ISI grade SMP is

packed in 25 Kg and 1 Kg packs. One Automatic controlling system for Air heater was

installed.

MILK PACAKING:

It has a capacity to pack 3,00,000 Lts of various varieties of milk per day. It is equipped with

ten sachet packing machines each capacity is 180 tubs per hours. Five varieties of milk in ½

Lts sachets for direct consumers and in 40 Lts. Can for institutions are being packed. One

high speed milk sachet filing machine is in proposals.

NEED FOR EXPANSION:

With the introduction of the baby food, the milk handling capacity has been reduced to about

80-85 thousand litres of milk in view of the sugar content added in manufactured of the baby

good. Therefore it is proposed to expand the present plant by adding additional buildings in

the existing vacant area adjacent to the transport section. This will enable the factory to

handle 1.5 lakh liters per day.

DIFFERENT PRODUCTS OF VIJAYA DIARY:

1. GHEE

2. COOKING BUTTER

3. U.H.T MILK

4. SLIM MILK

5. SKIM MILK POWDER

6. MERRI MILK
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7. STERLIZED CREAM

8. DOODH PEDA

9. CURD

10. PANEER

“SWOT ANALYSIS OF KDMPMACU”

STRENGTHS:

 Milk production potential in Krishna district is substantial.

 Ability to handle perishable product milk.

 Adequate infrastructure facilities available.

 Availability of well experienced professionals.

 Excellent brand value for “VIJAYA”.

 Ability to meet any consumers demand for milk and milk products.

 Ability to offer best quality long life products.

 Established bondages with farmers.

WEAKNESS:

 High fixed cost occupying15% of business turn over.

 Milk and milk products are high priced loosing competitive edge.

 Process/product manufacturing facilities and outdated. Lack of modern

facilities.

 Work culture and compatible with growing demand for customer service.

 Employee skills at various levels require up gradation.

 High ratio of class 4th staff.

 Managers lack business experience.

 Business system and modern management culture is yet to be adopted.
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OPPORTUNITIES:

 Responsive milk producer base.

 Good public image.

 Emerging trends of increased spending on foods.

 Rapid utilization.

 Growing food service sector.

 Responsive state government.

 Pattern of increased spending on foods.

 Increased purchasing capacity of middle class.

 Voluntary retirement scheme prune man

THREATS:

 Intense competition in liquid milk market.

 Entry of organized private sector in diary business.

 Increasing competition for the marketable surplus milk in rural areas.



CHAPTER – 4

THEORETICAL FRAMEWORK
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Definition of Training

Training is a process in which the trainees get an opportunity to learn the key skills
which are required to do the job. Learning with earning is known as training. It helps the
employees to understand the complete job requirements.

Nowadays, many organisations organise a training program for the new recruits just
after their selection and induction, to let them know about the rules, policies and procedures
for directing their behaviour and attitude as per the organisationalneeds. Training also helps
the employees to change the conduct towards their superior, subordinates and colleagues. It
helps to groom them for their prospective jobs.

Definition of Development

The training for the top level employees is considered as development, also known as
management or executive development. It is an on-going systematic procedure in which
managerial staff learns to enhance their conceptual, theoretical knowledge. It helps the
individual to bring efficiency and effectiveness in their work performances.

Development is not only limited to a particular task, but it aims to improve their
personality and attitude for their all round growth which will help them to face future
challenges. It changes the mindset of the employees and makes them more challenging or
competing.

Need for Training Program’s:

Every organization needs to have a well -trained and experienced people to perform
the activities that have to be done. It is necessary to raise the skills levels; specially training
programs are need to the organization to build the gap between the oraganizational
requirements and the employee specification.

In addition to the above reason the Training programs are needed due to the following
reasons:

1.To increase productivity

2.To improve quality

3.To improve organizational climate

4.To improve health and safety

5.Obsolescene prevention

6.Personal growth

7.Reduces the time consuming and wastage

8.For technical advancement
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To increase productivity:

Training instruction can help employee’s increase their level of performance on their
present assignment . Increased human performance often directly leads to increased
operational productivity and increased company profit ; again increased performance and
productivity because of training programs are most evident on the part of the new employees
who are not yet fully aware of the most efficient and effective ways of performing their jobs.

To improve quality:

Better informed workers are less likely to make operational mistakes. Quality
increases may be in relationship to a company product or service or in reference to be
intangible organizational employment atmosphere.

To improve Organizational Climate:

An endless chain of positive reactions results from a well planned training program.
Production and Product quality may improve. Financial incentives may then increased,
internal promotions become stressed. Less supervisory pressures ensure and base payrate
increases, and raises morale may be due to many factors, but one of the most important of
these is the current state of organizational climate.

To improve Health and Safety:

Proper training can help prevent industrial accidents. A safer work environment leads
to more stable mental attitudes on the part of employees. Managerial mental state would also
improve. If supervisors know that they can make themselves better through company
designed and development programs.

Obsolescene prevention:

Training and development programs faster the initiative and creativity of employees
and helps to prevent manpower obsolescene ,which may due to age temperament or
motivation on the inability of person to adapt himself to technological changes employments
of inexperienced , now or badly labour requires instruction for an effective performance of
job.

Personal Growth:

Employees on a personal basis gain individually from their exposure to educational.
Again Management development programs seem to give participants a wicker.
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Reduces the time Consuming and Wastage:

By training programs to employees to do work in more effective way and reduces the
learning time, reduces the supervision time and reduces the wastage and spoilage or raw
material and produces quality foods and develop their potential power.

For Technical Advancement:

Old employees need refresher training to enable the changing methods, techniques
and use of handling sophisticated tools and equipments. So the training programs are need to
the employees to changing the works according to the current technology.

Benefits of Training Programs to Employees:

Training is most technique for Human Resources Development. By introducing
Training programs to employees in the organization they get the following benefits.

 Training programs provides information for improving leadershipknowledge,
communication skills and attitudes.

 Helps to eliminate feat in attempting new tasks.

 Improves the job knowledge and skills at all levels of the employees.

 Improves interpersonal skills.

Helps prepare guidelines for work.

 Improves the morale of work space.

 To build better Human relationship.

 For improving team work and team spirit

 Improves the relationship between boss and sub-ordinate.

 Provides information for future needs in all areas of the organization.

 Improve labor management readopts.

Training and Development Process
Training and development is a continuous process as the skills, knowledge and quality

of work needs constant improvement. Since businesses are changing rapidly, it is critical that
companies focus on training their employees after constantly monitoring them & developing
their overall personality.
Steps for training and development processes are:
1. Determine the need of training and development for individuals or teams
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2. Establish specific objectives & goals which need to be achieved
3. Select the methods of training

4. Conduct and implement the programs for employees
5. Evaluate the output and performance post the training and development sessions.

6. Keep monitoring and evaluating the performances and again see if more training is
required.

Hence, this concludes the definition of Training and Development along with its overview.

Training methods:

A major consideration in choosing among the various training methods is determining which
ones are appropriate for the KSA to be learned. These training methods are classified into two
types:

They are

a) One-the job Training Methods.

b) Off-the job Training Methods.

a)One- the job Training Methods:

This method is also known as job instruction training. The individual is placed on a
regular job and taught the skills necessary to perform that job. These trainees learn under the
supervision and guidance of a qualified worker of instructor. This method gives the first hand
knowledge and experience under the actual working conditions. While the trainee learns how
to perform a job her is also a regular worker rendering the services for which he is paid.

Job Rotation:

The movement of the trainee forms one job to another will be done under this method.
The trainee receives job knowledge and gains experience from his supervisor or Trainer in
each of the different job assignments. Trainers can also be rotated from job to job in
workshop job. In this method the trainees understand the problems of employees their jobs
and respect them.

Coaching:

The trainee is placed under a particular supervisor who functions as a coach in the
training individual . The supervisor provides feed back to the trainee on his performance and
offers him some suggestions for improvement. A limitation of this method of training is that
the trainee may not have the freedom or opportunity to express his own ideas.
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Job Instruction:

This method is also known as training through step by step. The trainer explains to
the trainee the way of doing the jobs, jobs knowledge and skills and allows him to do the job.
The trainer appraises the performance of the trainee, provides feedback information and
corrects the trainee.

Commitee Assignments:

A group of trainees are given and asked to solve an actual organizational problem. The
trainees solve the problem jointly. It develops team work.

Under Study:

An under study is a person who is in training to assume at future time, the full method
supplies to organization person with as much competency as much as the superior to fill his
post, which may fall vacant because of promotion, retirement to transfer. Their leaders skills
are also be taught by assigning him the task of supervising two or three people of the
department.

Multiple Management:

Multiple management is a system in which permanent advisory committees of mangers
study problems of the company and recommendations to the higher management. It is also
called as junior-board of executive system. These committees discuss the actual problem and
different alternatives solutions after which is decisions are taken.

b) Off-the-job Training Methods:

In this method the trainee is separated from the job situation and his attention is
focused upon the learning material related to this future job performance. In this method the
trainee can concentrate on learning the job performance. In this method the trainee can
concentrate on learning the job rather than spending the job in performing it. The trainee have
the freedom of expression in this method.

Vestibule Training:

This method is commonly used for training personnel for clerical and semi-skilled
jobs. The duration of the training ranges from days to a few weeks. Theory can be related to
practice in this method.

Role Playing:

It is the method of human interaction that involves realistic behavior in imaginary
situations. This method involves action ,doing and practice; the participants pay the role of
certain characters such as production manager , quality control inspectors, foremen, workers .
This method is mostly used for the developing interpersonal interactions and relations.
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Lecture Method:

The lecture is a traditional and direct method of instruction. The instructor organized
the material and gives it to group of trainees in the form of a talk. The lecture must motivate
the create interest among the trainees. The major limitation of the lecture method is that it
does not provide for transfer of training effectively.

Conference or Discussion:

It is a method in training in the clerical, professional and supervisory personnel, a
group of people who pose ideas, examine and share facts, ideas and data, test assumptions
and draw conclusions, all of which contribute to the improvement of job performance. Inthis
method there is a two-way communication , which enhances feedback. Leadership skills are
required for the success of this method.

Programmed Instruction:

In this method the subject matter to be learned is presented in a series of carefully
planned sequential units. These units are arranged from simple to more complex levels of
instruction. The trainee goes through these units by answering questions or filling the blanks.

In basket Method:

The trainees are first given background information about a simulated company its
products, key personnel, various memorandum, requests and all data obtaining to the firm.
The trainee has to understand all this,make notes, delegate tasks and prepare memos within a
specified amount of time.

The Case Study:

Cases are based on the basis of actual business situations that happened in various
organizations, the trainees are gives cases for discussing and deciding upon the cases. When
they are asked to identify the apparent and hidden problems for which they suggest solutions.
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Difference Between Training & Development:

TRAINING DEVELOPMENT

Training is a learning process in which
employees get an opportunity to develop
skill, competency and knowledge as per
the job requirement.

Development is an educational process which
is concerned with the overall growth of the
employees.

Training is a short term process. Development is a long term process.

Training focuses on role. Development focuses on person.

Training aims at a specific job or role
requirement.

Development is more conceptual and focuses
on overall progression of the individuals.

It is job oriented process. It is career oriented process

Training revolves around immediate or the
present need.

Development focuses on career building and
progression.

Advantages of training and development:
Training and development has a cost attached to it. However, since it is beneficial for
companies in the long run, they ensure employees are trained regularly. Some advantages are:
1. Helps employees develop new skills and increases their knowledge.
2. Improves efficiency and productivity of the individuals as well as the teams.

3. Proper training and development can remove bottle-necks in operations.
4. New & improved job positions can be created to make the organization leaner.

5. Keeps employees motivated and refreshes their goals, ambitions and contribution levels.
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Disadvantages of training and development:
Even though there are several advantages, some drawbacks of training and development are
mentioned below:

1. It is an expensive process which includes arranging the correct trainers and engaging
employees for non-revenue activities.

2. There is a risk that after the training and development session, the employee can quit the
job.

Management Development:

Management development is a planned, systematic and continuous process of learning and
growth designed to induce behavioural change in individuals by cultivating their mental
abilities and inherent qualities through the acquisition, understanding and use of new
knowledge, insights and skills as they are needed for effective management.
Management or executive development is a long-term educational future-oriented process.

Methods of management development:

Coaching:
In this method, superior guides and trains the subordinates or trainees as a coach. The content
matter of coaching depends on the goals decided before the starting of coaching. The coach
guides the trainees, reviews their performance time to time and suggests the changes required.
This method works well if the coach and trainee are open with each other and there is an
effective communication between them. Trainees take interest if they are recognised for
improvement and rewarded for that.

Job Rotation:
According to Bennett, “Job rotation is a process of horizontal movement that widens the
managers experience horizon beyond limited confines of his own.”
Job rotation is a method in which a person is moved from one job to another on some pre-
planned basis. There is a rotation of jobs until the trainee acquires knowledge about all
related jobs. The purpose of job rotation is to increase knowledge, skills, understanding of
trainees about various jobs. It increases their confines. Job rotation method is usually
designed for junior executives and it may take a period of six months to two years for one
rotation to complete
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Under Study:
In this method, one person is selected by supervisor and trained like his descendant. He is
prepared to assume full time responsibilities of position presently held by supervisor. If the
supervisor leaves the job or is on long absence due to illness, retirement, promotion or death,
etc., then that trained person become available at the place of supervisor. Supervisor gets
most of his work done from the trainee, discusses problems with him and involves him in
decision making. Trainee is also allowed to attend discussions and meetings as a
representative of supervisor.
Multiple Management:
In this method, a junior board of executives is made to learn the skills of Board of Directors
(BOD). Major problems are analysed by junior board and recommendations given to BOD.
This is beneficial to junior board of executives as they learn problem solving techniques and
it benefits BOD as they get the valuable opinions of executives. Vacancies of BOD can be
filled from junior board of executives.
Case Studies:
In this method, trainees are given a case in writing. Case here means a business problem or a
situation which demands a solution. Trainees are directed to analyse the problem, find
alternative courses of action, evaluate alternative courses and select most appropriate solution.
The trainer sees the solution and guides regarding it and ensures that no relevant fact is
missed.
Conference Method:
A formal meeting conducted deliberately is called as conference. The participants discuss the
topic, give their ideas. The conference can be divided into small sessions also. This method
emphasises on interaction and participation of trainees. This method also helps to develop
conceptual knowledge, modify attitude and is suitable for a group of 15-20 persons. In a
group with more than 20 persons, active participation would not be possible.
Role Playing:
In this method, trainees are given the roles which they act on the stage. Role players act
before the class. This is a realistic behaviour of imaginary situations. Roles are given for
situations like hiring, firing, interviewing, grievance handling, disciplining a worker,
presentation to clients or customers etc.
Lectures:
Lectures are an easy method for development when number of trainees is large. It is cost
effective and consumes less time. Lectures are formally organised talks in which instructor
guides about specific topics. In lectures, various demonstrations, audio-visual aids and
discussions can be used for creation of interest among listeners.
This method is useful when the purpose is to teach facts, concepts, principles, attitudes and
problem solving skills.
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1. What is yourwork experience in Krishnamilk union limited?

Table 1:

S.no Opinions No.of respondents Percentage of
respondents

1 0-6months 9 9%

2 6-1year 11 11%

3 1year-5years 38 38%

4 Above 5years 42 42%

Total 100 100%

INTERPRETATION :

From the above graph it is inferred that 42% are stated that above 5years experience, 38% are stated that
their work experience is 1year-5year and 11% are stated that 6months-1year and remaining 9% are 0-6
monthshaving their experience inKrishnamilkunion limited.
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2. Satisfaction of employees towards company training and development programme

Table 2:

Sno Opinions No.of respondents Percentage of respondents

1 Highly satisfied 12 12%

2 Satisfied 60 60%

3 Neutral 20 20%

4 Dissatisfied 6 6%

5 Highly dissatisfied 2 2%

Total 100 100%

INTERPRETATION :

From the above table and graph , it is inferred that themost of respondents are satisfiedwith the company
training and development towards the employee satisfaction
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3. By whom you are trained?

Table 3:

Sno Opinions No.of
respondents

Percentage of
respondents

1 Superior 65 65%

2 Outside executive 2 2%

3 Co employee 35 35%

total 100 100%

INTERPRETATION :

Fromtheabovetableandgraphitisinferredthat,65%ofrespondentsaretrainedbysuperiors,2% are trained
by outside executive and33%are trained by co-employee.
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4. How do you feel about the organization and its training policies and procedures?

Table 4:

Sno Opinions No.of respondents Percentage of
respondents

1 Highly satisfied 24 24%

2 Satisfied 66 66%

3 Neutral 8 8%

4 Dissatisfied 2 2%

5 Highly dissatisfied 0 0%

Total 100 100%

INTERPRETATION :

Fromtheabovegraphandtableisinferredthat,66%oftherespodentsaresatisfiedwiththepolicies and the

procedures ,24%arehighly satisfied ,8%areneutral ,2%aredissatisfied.
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5. Where the management is arranging the training programme?

Table 5:

sno opinions No.of respondents Percentage of
respondents

1 Internally 76 76%

2 Externally 24 24%

3 Overseas 0 0%

Total 100 100%

INTERPRETATION :

From the above graph,76% of the respondents stated that the arrangement of the training

programme is undertaken internally, 24% undertaken externally and 0% are overseas.
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6. Do you feel that training improves the power of understanding in the trainees?

Table 6:

Sno Opinions No of respondents Percentage of
respondents

1 Strongly agree 20 20%

2 Agree 60 60%

3 Neutral 10 10%

4 Disagree 6 6%

5 Strongly disagree 4 4%

Total 100 100%

INTERPRETATION:

From the above graph,20% of the respondents are stongly agree that the training improve power of

understanding among the employees,60% are just agreed, 10% are neutral, 6% are disagreed and 4% are

stronglydisagreed.
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7. Training anddevelopment programwill decrease thestress, tension and conflict ?

Table 7:

Sno Opinions No. of respondents Percentage of

respondents

1 Strongly agree 53 53%

2 Agree 36 36%

3 Neutral 5 5%

4 Disagree 4 4%

5 Strongly disagree 2 2%

Total 100 100%

INTERPRETATION:

Fromtheabovegraph,53%oftherespondentsareinferredthattheyarestronglyagreed,36%are just

agreed,5%areneutral , 4%aredisagreedand2%are stronglydisagreed.
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8. Do you like to attend the training program?

Table 8:

Sno Opinions No. of respondents Percentage of

respondents

1 Yes 72 72%

2 No 28 28%

Total 100 100%

INTERPRETATION:

Fromtheabovegraphinferredthat72%of the respondentsarelike toattendthe trainingprogram and the

rest 28% are not like to attend.
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9. Do you feel training is necessary for the employees ?

Table 9:

Sno Opinions No. of respondents Percentage of

respondents

1 Yes 96 96%

2 No 4 4%

Total 100 100%

INTERPRETAION :

From the above graph inferred that 96%of the respondents are feel training is necessary for the employees

and 4% are not feeling so.
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10. Training gives us sufficient freedom to express our views and doubts

Table 10:

Sno Opinions No of respondents Percentage of
respondents

1 Strongly agree 38 38%

2 Agree 24 24%

3 Neutral 12 12%

4 Disagree 14 14%

5 Strongly disagree 12 12%

Total 100 100%

INTERPRETATION :

Fromabovethegraphthe38%oftherespondentsarestronglyagreed,24%areagreed,12%are

neutral ,14%are disagreed and 12%are strongly disagreed.
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11. In which way the training program is conducted?

Table 11:

Sno Opinions No of respondents Percentage of respondents

1 Department wise 35 35%

2 Division wise 20 20%

3 Mix 45 45%

Total 100 100%

INTERPRETATION:

Fromthe abovegraph 35%of the respondentsare stated that the trainingprogramconducted in

departmentwise,20%doneby divisionwise and 45%will bemixed up .
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12. Is that training had any impact in your day to day life?

Table 12:

Sno Opinions No of respondents Percentage of
respondents

1 Great impact 30 30%

2 Normal impact 25 25%

3 No impact 20 20%

4 Cannot say 25 25%

Total 100 100%

INTERPRETATION :

Fromtheabovegraph30%of therespondentsstated thattheyarehavinggreat impactintheirday today life,

25%statedthatnormal impactand20%areinferredthatnoimpactand25%arestated that they cannotsay.
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13. What is the period of training programme ?

Table 13:

Sno Opinions No of respondents Percentage of
respondents

1 1week 15 15%

2 2weeks 20 20%

3 1month 65 65%

Total 100 100%

INTERPRETATION :

Fromtheabovegraph15%of therespondentsareinferredthat the trainingperiodis1week,20% stated 2

weeks and 65% are stated 1month
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14. Training provided byKrishnamilk union limited is practical oriented?

Table 14:

Sno opinions No. of respondents Percentage of respondents

1 Yes 70 75%

2 No 30% 30%

Total 100 100%

INTERPRETATION :

The above graph stated that the 70%are saying that the training is practically oriented and 30% stated that

training is not practically oriented.
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15. Overall rating for the training and development program is

Table 15:

Sno Opinions No of respondents Percentage of
respondents

1 Excellent 30 30%

2 Good 35 35%

3 Needs to improve 20 20%

4 poor 15 15%

Total 100 100%

INTERPRETATION:

From the above graph 30% of the respondents are stated that the training program is excellent,35% are

good ,20%are saying needs to improve and 15%are stated not fair.



CHAPTER – 5

FINDINGS, SUGGESTIONS

&

CONCLUSION



49

FINDINGS:

1) 76% of respondents are undertaken their training program in the
organization,24% are outside and no one is trained in overseas.

2) 65% of respondents are stated that they are trained by superiors, 35% are
trained by co-employees and 2% are trained by outside executive of the
organization.

3) 65% of employees training program period is 1month, 20% of employee’s
period is 2weeks and 15% of the employees period is one week.

4) 80% of the respondents are agreed that the training improve power of

understanding among the employees in the organization, 10% are neutral and

10% are disagreed.

5) 62% of the respondents are agreed that they need sufficient freedom toexpress
their views and doubts, 12% are neutral and 26% are disagreed.

6) 45% of the respondents are inferred that training programs are conducted in
mix of all, 35% programs are conducted in departments and 20% ofprograms
are conducted in division wise.

7) 30% of the employees responded that training was a great impact of their day-

to-day life,25% of the employees are responded that normal impact and 25%

are well responded and 20% said no impact.
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SUGGESTIONS:

1) Management should provide the training for employees for the purpose ofemployee
career growth, and to improve their skills to achieve organization goals.

2) Management provide technical training to the employees, based on theirbackground
and skills.

3) Management should concentrate on feedback procedure after conducting thetraining
program
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CONCLUSION :

In the present study, I have analyzed the Training And Development of KMU LTD in this
study I mainly analyzed the questionnaire that was mainly related to the training and
development. In this study I have considered the sample size of 100. By analyzing all
findings and suggestions, the present company is mainly conducting its training and
development program in a satisfactory and also unbiased manner.
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QUESTIONARRIES ON

TRAINING AND DEVELOPMENT

Name: Age:

Designation: Gender:

1.What is your work experience in Krishna milk union limited?

a)0-6 months b) 6months-1year c) 1year-5years d) above 5years

2.Are you satisfied with your company Training and Development Programme ?

a) Highly satisfied b) satisfied c) neutral d) dissatisfied

e) highly dissatisfied

3. By whom you are trained ?

a)Superior b) outside executive c) co-employees

4.How do you feel about the organization and its policies and procedures ?

a) Highly satisfied b)satisfied c) neutral d) dissatisfied

e) highly dissatisfied

5.Where the management is arranging the training programme ?

a) Internal b) External c) Overseas

6.Do you feel that training improves the power of understanding among the trainees ?

a) strongly agree b) agree c) neutral d) disagree

e) strongly disagree

7.Training and development programme will decrease the stress, tension and conflict ?

a) strongly agree b) agree c) Neutral d) disagree
e) strongly disagree



54

8.Do you like to attend the training programme ?

a) yes b) No

9.Do you feel training is necessary for employees ?

a) yes b) No

10.Trainer gives us sufficient freedom to express our doubts and views ?

a) strongly agree b)agree c) neutral d) disagree e) strongly disagree

11.In which way the training program are conducted?

a) department wise b) division wise c) mix

12.Is that training had any impact in your day to day work life ?

a) great impact b) normal impact c) no impact

13.What is the period of training programme ?

a)1week b)2week c) 1month

14.Training provided by Krishna milk union limited is practical oriented ?

a) strongly agree b) agree c)neutral d)disagree e)strongly disagree

15. Overall rating for the training and development programme is ?

a) excellent b) good c)needs to improve d)not fair
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INTRODUCTION 
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1.1 Introduction 

  

Behind production of every product or service there is an human mind, effort and man hours 

(working hours). No product or service can be produced without help of human being. Human being 

is fundamental resource for making or construction of anything. Every organisation desire is to 

have skilled and competent people to make their organisation competent and best. 

  

Human Resource Management (HRM) is the term used to describe formal systems devised for the 

management of people within an organization. The responsibilities of a human resource manager 

fall into three major areas: staffing, employee compensation and benefits, and defining/designing 

work. Essentially, the purpose of HRM is to maximize the productivity of an organization by 

optimizing the effectiveness of its employees. 

 

Employee Welfare : 

     “Employee welfare means anything done for the comfort and improvement, intellectual or social, 

of the employees over and above the wages paid which is not a necessity of the Industry.” 

              -Todd 

  The concept of employee welfare is dynamic.  The term “Welfare” refers to a staff of living of an 

individual or a group in the context of his physical, social and psychic environment. 

 

  Welfare helps in keeping the morale and motivation of the employees high so as to retain the 

employees for longer duration. 

 

  The industrial progress depends on a satisfied labor force, and the importance of employee welfare 

measures. After the placement of the employees, they should be given proper training and 

programmers to develop their efficiency so as to serve the organizations better.  Welfare facilities 

are designed to take care of the well – being of the employees.  They do not generally result only 

in monetary benefit. These welfare measures are provided by Government Non – Government 

agencies and the employers. 

 



2 
 

 

1.2 Need for the Study: 

 

To know that whether welfare facilities play an important role on the working of employees and to 

know when the employees are dissatisfied welfare facilities will help them to get motivated. But in 

the past, industrialists and the employers believed that their only duty towards their employees was 

to pay them satisfactory wages and salaries. 
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1.3 Objectives : 

 

➢ To study the existing welfare facilities provided to the employees in the company. 

➢ To measure the level of satisfaction of employees with regard to welfare facilities. 

➢ To know the working environment of the employees. 

➢ To suggest some measures for improving welfare facilities in organization. 
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1.4 Scope : 

 

       The study is extended to the employees in Kwality Feeds ltd., The welfare measures studied include 

both statutory and Non-statutory welfare measures. It also includes a study on issues like grievance 

handling and working environment. 

➢ This study is helpful to the management in taking managerial decisions. 

➢ This study has a scope of knowing about various activities carried out by HR department for the 

satisfaction and welfare of the employees. 

  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



5 
 

1.5 Research Methodology : 

 

Introduction: 

 

       Methodology is a plan of action for a research project and explains in detail how data is collected, 

analysis and presented. So that they will provide meaningful information. This section is to give 

enough background on the technical aspects of the study to allow the reader to appraise the quality 

of the information obtained. 

 

Research Definition: 

       Research is a combination of both experience and reasoning and must be regarded as the most 

successful approach to the discovery of truth. 

 

Research Methodology: 

        Research methodology is the description, explanation and justification of various methods of 

conducting research. It is used to collect information and data for making business decisions. 

The methodology may differ from the problem to problem. Thus, the scope of research 

methodology is wider than research methods and takes into consideration the logical behind the 

methods, we use. 

 

Research Process: 

• Defining the objectives of the study. 

• Framing the questionnaire keeping objectives in mind. 

• Preparing the research design including sample design. 

• Collecting the data. 

• Analysis of data. 

• Conclusions, findings and suggestions. 
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Source of Data Collection: 

Sample method is used for data collection. The types of data collected were 

 

• Primary Data 

• Secondary Data 

 

Primary data: 

       Primary data collected directly for the first time. Primary data can be collected in Human research 

by their basic methods like survey basing on questionnaire, Observations on working environment. 

 

Secondary data: 

        Secondary data is those which have already been collected by someone else. Secondary has been 

collected from company records, text books, magazines and other journals websites etc. 

 

Sample size and design: 

A sample of 58 people were taken on the basis of convenience. The actual employees were 

contacted on the basis of random sampling. 
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1.6 Limitations of the study: 

 

➢ The study was purely based on the information given by the employees so there are chances for 

giving wrong data. 

➢ The time period was not sufficient for the study. 

➢ The sample size is 58, so the employee’s opinion may not reflect the exact scenario. 

➢ Employees are very busy in their work so they gave answers very much in the questionnaire 

method. 

➢ Certain employees were biased in answering to the questions. 

➢ Some employees are illiterate and may not be able to fill up the questionnaire themselves. 

 



 

 

 

 

 

 

 

CHAPTER II 

INDUSTRY PROFILE 
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Culture of aquatic animals especially fish culture has undergone a dramatic worldwide 

growth in the last few years. The aquaculture industry is the fastest growing food production 

industry in the world and approximately 50% of all fish consumed by humans is from 

aquaculture (Thorarinsdottir et. al., 2011). Nutrition plays a vital role in improving animal 

productivity (Jacob and Raj, 1987). Understanding about the nutritional requirements and 

production of fish feed is essential to the development and sustainability of aquaculture as the 

industry has matured. Prepared or artificial diets may be either complete or supplemental. 

Complete diets supply all the ingredients, Protein (18%-50%), Lipid (10%-25%), Carbohydrate 

(15%-20%), Ash (<8.5%), Phosphorus (<1.5%), Water (<10%), and trace amount of vitamins 

and minerals necessary for the optimal health and growth of the fish (Craig and Helfrich, 2002). 

Nutritionally complete feeds should be used when fish are reared in high destiny indoor systems 

or confined in cages and cannot forage freely on natural foods or natural foods are absent or 

where natural foods only make a small contribution to nutrition. When substantial amounts of 

natural productivity are available, supplemental feeds (incomplete, partial) don’t need to contain 

all essential nutrients and are intended only to help fortify the natural foods with extra potential, 

carbohydrate and lipid in the culture. 

Feeds can be farm-made single component feeds like Rice bran oil or Mustard oil cake to 

commercial feeds. Kitchen wastes may also be considered as one of the types of farm-made 

feeds produced economically for a small scale culture venture. Farm-made feeds or on-farm 

feeds consists of one or more artificial and/or natural ingredients produced for a particular 

farming activity and not for any commercial purpose. Mixtures of ingredients subjected to some 

form of processing (simple mixing, grinding, and cooking) done on-farm or in small processing 

plants are generally regarded as farm-made feeds and are often used in small-scale semi-

intensive aquaculture practices. Commercial feeds are formulated and manufactured from a 

homogenous mixer of several ingredients, in various proportions that ensure precise quality 

targets in terms size and texture, stability and nutritional composition at a highly competitive 

price. Commercial complete feeds are used usually in intensive and semi-intensive practices. 

Some Feeds are formulated with antibiotics for treatment of vibriosis, and other bacterial 

infections are sometimes called medicated feeds. 
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Feed types: 

Feeds can be produced entire by steam processing, producing compacted, pressure-pelleted 

(sinking) feeds; or by extrusion, which produces expanded floating or buoyant feeds. 

1. Floating Feeds 

2. Sinking Feeds 

Floating feeds 

  In general floating feeds offer numerous advantages over their sinking counterparts. Raw 

materials are propelled by screws along the barrel of the extruder machine to cook the material s 

at 120-175 degree C for about 30 seconds. The homogenous cooked mixture is forced through a 

die at high pressure. The material expands because of pressure difference. Floating feeds are 

more digestible as a result of cooking process and the heat and pressure deactivate destructive 

enzymes as well. Increased starch gelatinization helps the feed to be more stable in water by 

disintegrating less quickly that gives enough time to the fish to take the meal completely. 

Moreover, the farmer can directly observing the feeding intensity of his fish and adjust feeding 

rates accordingly determining whether feedings are too low or too high is in important in 

maximizing fish growth and feed use efficiency. Another side effect is that farmers can visually 

monitor the health condition of the reared fish as they come to the surface to take feed. 

In contrast, floating feed can be detrimental with respect to consumption by competitors and 

some fish species. 

 

Sinking feeds 

 Sinking feeds are solid feed pellets that submerged during application. Bottom feeder 

shrimp, for example, prefer sinking pellets(density greater than that of water, 1 g/cm3) and will 

not accept a floating feed (Craig and Helfrich,2002). The farmer cannot always estimate feeding 

rates properly in relation to the biomass present in his pond and feeling whether too low or too 

high than the actual requirement. It cause lower weight gain in a particular age and enlarge the 

culture period when feeding rate is low. In the other hand, overfeeding causes subsequent loss of 

feed supplied as well as deteriorating water quality that may results in a number of problems. 
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Feed Ingredients: 

 Wide ranges of ingredients are used in preparation of aqua feeds. They include aquatic 

and terrestrial plants(Duckweeds, Azolla, Water Hyacinth, etc.), aquatic animals (Snails, 

Clams,etc.) and terrestrial-based live feeds(Silkworm Larvae, Maggots, etc.),plant or grain 

processing products and byproducts (De-oiled Cakes and Meals, Beans, Grains and Brans) and 

animal-processing and by-products (Meat and Bone Meal, Blood Meal, Feather Meal, etc.). 

ingredients used commonly as sources of protein, carbohydrate and fat.  

Nutrient Ingredient Used 

Protein Fish Meal, Dry Fish, Soybean Meal, Meat and Bone Meal, Rape Seed 

Cake, Mustard Oil Cake, Soy Protein Concentrate, Blood Meal, Krill 

Meal, Maize Gluten.  

Carbohydrate Rice Polish, Maize, Flours, Wheat Meal, Extruded gelatinized starch. 

Fat Fish Oil, Vegetable Oil,  Crude Oil, Full Fat Soybean. 

 

A wide variety of additives are used that would have position effects on growth and feed 

conversion without causing bacterial resistance to fully utilize valuable raw materials in feed 

pellets. 

 

Feed production:  

Production of feed includes two major steps as feed formulation and processing or preparation. 

Formulation 

Feed formulation is the process of quantifying the proportion of ingredients to be put together, to 

form a single uniform mixture or pellet that will provide all the nutritional requirements of the 

target fish. It is a central operation in feed production, ensuring that feed ingredients are 

economically used for optimum growth of reared spices. It requires a good expertise in fish 

biology and nutrition along with a deep knowledge about feed ingredients and their roles. Most 

large scale fish farmers depend on commercial feed mills for their feeds, to obviate the need to 

do their own formulations or fees preparation. It is therefore essential that formulation are 

accurate, to ensure that cultured fish are not adversely affected. Feed formulation is a science and 
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art at a time, requiring knowledge of feed and fish in view of economic aspects when using 

formulae. Feed Formulation can be done in two major steps as: 

 1. Ingredient selection and restrictions and  

2. Identification of nutritional specifications. 

Processing of Feed 

 Grinding 

 Mixing 

 Conditioning 

 Pelleting 

 Drying 

 Packaging 

Feed Characteristics: 

• Flavor and Taste 

• Color and Buoyancy 

• Sound  

• Size and Pellets 

Global aqua feed 

Increasing Demand for Fish and Fish- Based Products is expected to Drive the Aqua Feed 

Market 

With the globally increasing demand for fish and fish-based products, the compound feed 

demand in the aquatic animal food industry is also expected to increase. The growth is 

particularly high in emerging countries, such as China, India, and Brazil, owing to the increasing 

income levels due to expanding the middle class and increasing demand for seafood in these 

countries. The Asia-Pacific market, though accounts for a significant share in the overall market, 

is relatively unexplored, owing to the low level of organizing in the industry. 

The world’s aqua feed business is highly fragmented, and global players, like Cargill compete 

with a lot of regional feed producers. Around 35% of the aqua feed market is divided among four 

global companies, none of which has more than a 12% market share. 
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Asia-Pacific Region is the Largest Market for Aqua Feed 

The aquaculture business is centered in Asia, particularly, in China. The region accounts for 

more than one-third of the world aquaculture production, by volume. China alone comprised 

more than 50% of the global fish production. Besides China, the region is also home to major 

producers, such as India, Vietnam, and Thailand. The aqua feed industry in this region is driven 

by factors, such as increasing fish consumption and growth in the processed seafood industry, 

owing to rise in middle-class incomes in developing countries. 

 

Increasing Costs of Raw Material is Expected to Weigh on the Growth of the 

Market 

The demand for high-quality aqua feed from the industry, owing to growth in the aquaculture 

industry, has elicited the increase in consumption of compound feed and feed additives. The feed 

availability has become a critical issue for the aqua feed industry. With the growing global 

population and a corresponding rise in a food shortage, the industry is facing severe pressure in 

procuring raw feed, such as fish meal and fish oil, which are very crucial for manufacturing aqua 

feed and the growth of the aquaculture industry. Feed acids, antioxidants, and vitamins are 

mainly extracted from natural sources, such as seeds, tree barks, and plant leaves. The rising 

costs of extraction from these sources, coupled with stringent regulations over waste biomaterials 

and wastewater treatment, have a limiting effect on the global market. Oceans are tapped out, 

and the environmental regulations surrounding the wild, marine or inland fisheries has made it 

difficult to procure raw materials, such as fish meal and fish oil for feed. Prices are expected to 

soar owing to increasing demand, and adversely affect the aqua feed market. Regulatory issues 

are the biggest constraints for the feed industry. 

 

Stringent Regulations in Developed Countries is Expected to Restrain the 

Market Growth 

The animal feed production comes under feedstuff regulations in most countries. The regulatory 

framework is getting increasingly strict, such as the ones in 2006 in European Union and in 2009 

in the United States, where, the ban on the use of antibiotics, as growth promoters in animals, 

was seen. Many countries, including China, Thailand, and Vietnam that export fish to Europe 
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and the United States do not have such regulations against antibiotics or animal proteins usage in 

animals or feeds. Such disparities in regulations have adverse effects on the global fish and aqua 

feed trade, especially between developed and developing economies. The feed and feed additive 

producers are required to follow strict regulations related to regional and national health and 

safety, for gaining product approval in the developed nations. These regulations ultimately affect 

the cost of the final product. Such regulatory initiatives are posing challenges for existing feed 

products, and increasing the price of new feed development. 

Major Players:  Nutriad International NV, Biomar A/S and Aller Aqua A/S amongst others. 

Recent Developments in the Market 

Epicore, a company operating in the North American and South American aquaculture market 

with specialization in the manufacture of larval feed and probiotics, was acquired by Neovia. 

Reasons to Purchase this Report: 

• Provides latest insights into the Global Aqua Feed industry 

• Studies on the region expected to witness the fastest growth during the forecast period 

• Identifies the latest developments, market shares, and strategies employed by the major 

market players 

• Analyzes the market scenario with the help of Porter’s Five Forces Analysis 

• Analysis of the impact of regulations in developed countries on the aqua feed industry 

• 3-month analyst support, along with the Market Estimate Sheet in excel 

Report Customization and Benefits: 

• This report can be customized to meet the desired requirements. Please connect with our 

analyst, who will ensure you get a report that suits your needs 

India Aqua Feed – Market Share 

INDIA - With seafood production growing at the rate of four per cent per annum since 2012, 

India’s aquaculture feed demand is to touch 7 million tonnes by 2017-18. 

This was said in a report released by Yes Bank at the Global Grain & Global Feed event held in 

Pune recently. 

As per an estimate, currently, India’s aqua feed consumption is around 1 million tonnes and 

assuming on an average 1.5 feed conversation ratio (industry standards), the demand for aqua 

feed comes to around 7 million tonnes by 2017-18, the report said. 
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India’s seafood production was recorded at 9 million tonnes in 2012-13 and due to rapid changes 

in shrimp and fish farming, production capacities for modern feed has gradually gone up to 2.88 

million tonnes during 2013-14. 

India has around 26 aqua feed mills spread across the country. However, their production 

capacities are only 43.4 per cent with a total production of 1.25 million tonnes. 

To meet the requirement, India imports more than half of the requirements from other countries, 

so there is huge scope in aqua feed. 

With the introduction of vannamei shrimp, the cultured shrimp production is growing at 16 per 

cent. 

The demand from shrimp will drive the growth of the aqua feed industry at five to six per cent 

annually. 

The feed demand only from shrimp and fresh water shrimp is around 1 million tonnes. 

India currently has 13 feed mills that can produce modern feed for the shrimp sector with a 

production capacity of 1.33 million tonnes. 

On fish feed, the current installed capacity is 1.55 million tonnes. The total feed production for 

shrimp and fish stands at 572,000 tonnes and 684,000 tonnes respectively, the report adds. 

Shrimp production growth has driven consumption growth by 13 per cent between 2007-08 and 

2012-13 reaching almost 300,000 tonnes in 2013-14. 

Disease outbreaks remain one of the major risks affecting the growth of the aquaculture feed 

industry. 

Freshwater fish feed demand has grown rapidly, driven by the growth in the freshwater fish 

segment in India. 

Current freshwater fish feed production is estimated at 0.7 million tonnes and significant 

investment has gone into the creation of capacities. It is expected that the demand for fresh water 

fish feed is expected to grow at five to six per cent in the near term. 

Emphasising on emerging markets for aqua feed, the report said that current market players and 

feed mill investors are looking for market diversification options to increase feed capacity 

utilization. 

Currently, Andhra Pradesh constitutes the major share in the domestic market, accounting for 

feed sales at almost 60,000 tonnes per month followed by other states with below 5000 tonnes 

sale a month. 
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After 2008 many aqua feed mills have started manufacturing floating/pellet feeds for the farming 

of freshwater fish. 

Cheaper feed ingredients like deoiled rice bran, wheat bran, cottonseed cake and groundnut cake 

are extensively used in freshwater aquaculture. Both conventional and non-conventional feed 

ingredients are used in feed formulation for shrimps. Feed ingredients like fishmeal, squid meal, 

lecithin, cereal flour and other essential and propriety additives and fish oil are also used in 

prawn and shrimp feed formulations. 

Freshwater fish are fed with farm made feeds which consists of a mixture of rice bran, wheat 

bran and oilseed cakes, the report said. 

Globally, the aqua feed market has witnessed an exponential growth owing to factors such as 

growing consumption of seafood and growth of the aquaculture industry as a whole. India along 

with US, China and Brazil are the leading aqua feed producers across the world. 

The report also said that Asia Pacific is the largest market for aqua feed consumption, 

contributing to over 70 per cent of the overall consumption. 

An Altech-2015 Global Feed survey stated that the world has produced an estimated 41 million 

tonnes of aqua feed during the last year. With Asia Pacific and China as one of the leading 

consumer and producers of aqua feed. 

 New technologies from all over the world.The feeding industry is one of the main 

industry which will able to influence the growth of Indian economy ithasa scopeto improve their 

activities and enhance the rate of growth in the competitive markets oifweob serve the scope of 

feeding industry all over the world china, Pakistan, Japan, Taiwana replying a well role when 

comparing with our country so our country has always showing interest to import the methods 

and strategies which they are following and what are  strategies they are implementing to 

enhance their capacity of production and which type of technology can able to give the 

maximum level of output with high quality  by  considering all their thing our country  is 

importing. There are favorable situations are rising to improve our industrial performance which 

are operating within the feeding industry is a an evergreen business when comparing with other 

industries. Because the food processing items the fish feed will have demand always so their 

feeding industry are automatically helping to the country in the setting of economy  

development  by contributing their share of amount in the name of taxes, revenues, purchases, 

policies social activities etc. The fish feed manufacturing technology developed by HONyoung 
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developmentco, has been successfully operation by the more than40fishfeed,feed mills in the 

world in the developing updating technology to be in the always in the most advanced and 

leading position in the died of fish feed manufacturing. Here is the processing description of 

which it is operation formulas and operation parameter. 

 

Introduction 

 It is appropriate to start by identifying just who and what the animal feed industry while 

there are various ways to produce feeds for livestock, there broad production and delivery 

systems involved where farmerstake in feed to assist them in producing their livestock product 

be that dairy or been cattle, chickens, laying hens, pigs, rabbits, goats and sheep or fish. They  

are: 

• Commercial operation producing feed for sale; 

• Integrated operation where large pigor poultry producers in particulars produce their own 

feedstuffs; 

• Co-operative operations where farmer jointly own the feed millor production plant 

that produces the feed they use. 

There are the sectors that the International Feed Industry Federation(IFIF) represents 

though it’s national feed Association members. Unfortunately, the vast majority of countries 

does not have Feed Associations and are therefore not represented by IFIF which also represent 

suppliers to the Feed Trade, including machinery and raw material producers. 

             For a start the same livestock are fed the same research and trial results are used 

to determine what animals need In order to maximize their demotic potential; the same feed 

formulation software is used to provide least-cost diets in order to remain competitive in the 

market place. And finally the same manufacturing technology is used the same equipment and 

most often the same raw materials. What makes the Industry different and why it is that 

numerous feed mills are maintained within countries is the different cultures and skills that are 

brought to the business of making feed. Today, fewer than 3800 feed mills manufacture more 

than 80 percent of the world’s industrial feed. Despite the strong tends of vertical of vertical 

integration and consolidation within the industry. The world‘s 10 largest feed manufactures 

produce less than 65 million tons per year less than 11 percent of global feed output. So the 

global feed industry still remains broadly based with many local and regional commercial feed 
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companies as well as specialized firm. The European feed manufacturers federation (FEFAC) 

calculated that its members in the European Union which produce some 120million of 

compounded feed annually, accounts for approximately a quarter of all feed consumed by 

livestock in western Europe.Calculating feed production from a livestock base produces a figure 

of  approximately 1000million annually. However, IFF’s best estimate and supported by Feed 

International magazine figures suggests that annual compound feeds production is in the order 

off 600 million. Ten countries produce more than 60 percent of the world’s total industrial feed, 

while 50 countries produce more than 90 percent of the total. Manufactured feeds for poultry is  

the greatest proportion of tonnage. Next as pig followed by cattle feeds, which are mainly 

concentrates for dairy cows. Feeds products for fish and crustaceans accounts for14 million and 

is growing. In 1999, global per capital feed use was 98kg per year, down on the peak of 105kg  

during 1995/1996t this figure modulates depending on improved or declining economic 

conditions. This brief introduction helps put IFIF and the compound feed production system in 

context with total live stone feeding. 

Protein: 

Protein is the key building block for feed formulation systems and the international trade 

in protein materials is central to the industry’s success no matter where production is carried 

out. Without this trade, the industry would not have the ability to formulate correctly and it 

would not be what it is today. And respective populations would save less choice and poorer 

diets as a consequence. Yet with all the modern day sophistication in trade, transportation, 

handling, formulation and delivery systems that gets products to livestock growers on a just-in-

time basis, protein sources are now in trouble. 
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TABLE: 

GLOBALPOPULATION,FEEDMANUFACTUREANDPER 

CAPITAL

USEYEA

R 

(MILLIO

NTONS) 

POPULATION 

FEEDUSE 

MANUFACTURED 

FEED 

PER CAPITA 

(BILLIONS)       

(KG/PERTON) 

1975 4.1 290 71 

1980 4.5 370 82 

1985 4.9 440 90 

1990 5.3 537 101 

1995 5.6 590 105 

1996 5.7 597 105 

1997 5.8 605 104 

1998 5.9 575 97 

1990 6.0 586 98 

2000 6.1 591 97 

2001 6.2 597 96 

 

 

Source Feed international 2010 world feed panorama survey (2010 data).Protein oil seed meals 

Soybean meal for example account for 75percent of all protein used in compounded livestock 

ration worldwide. 

There is an on going debate and campaign to reject genetically modified organisms from 

livestock diets.The livestock feed sector will have to join this debate and win if it is to have 

Genetically Modified(GMO)Developments in the future which will improve the production and 

add nutritional that are acceptable to the sophisticated western consumer. It is the affluent west 
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European consumer that is gaining the attention of policy make in Brussels, and what the 

European Union does seems to persuade other of the issues. 

Rendered Animal products Meat and  bone meal,  along time traditional ingredient and 

richsource of aminoacids and mineral in livestock feeds worldwide, is banned in the European 

Union this is due to the Bovine Spongiform Encephalopathy (BSE) crisis and the link to the new 

Variant Creutzfeldt-Jakob Disease (VCJD)in humans. 

Fish meal this inability of current testing procedures to distinguish animal by products now 

being produced the under new processing procedures from fishmeal, has to fish meal being 

included in the overall animal protein ban. There is also an underlying concern over dioxin 

levels in fishmeal. 

There are other source of protein, but from industry of view. These are the Big Three Within oil 

meals, soybean dominates as a protein source.  

All three proteins are key components in commercially produced livestock ration in all 

countries, and all these proteins are traded globally. It is the raw materials that travel to the areas 

in the livestock, that will consume them, are being farmed. 

Feedmills in general, are located need the centers of livestock production and seldom does 

complete feed cross national borders or travel far from the  point of manufacture. Feed 

concentrates on the other hand-where the protein contentor the micro ingredients are expensive 

and require careful formulation may be trade internationally and over greater distance, but the 

volumes in comparison to complete feeds is minute. 

 

Yet the industry often feel that government do not see the importance of the trade in the 

feed raw materials as part of the food production systems. With protein sources facing crisis and 

projection putting world population on target to reach nine billion by 2050, it timely for FAO to 

set up this Expert Consultation. There are two key reasons why the industry should take more 

than a passing interest in protein sources: 

It is part of today‘s food Chain What consumers say, What they believe about the feed industry 

and how it goes about Its business will Effect the livelihood of all involved, and What happens 

in the one country can have a dramatic on the operation of the feed industry in another. 

These are the companies which are acting like a feed manufacturing industry in the India 

and our state. Actually the development of their feeding industry will be having an evergreen 
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opportunity because some of the countries like chain Taiwan. Pakistan, India they are playing a 

well role in the maintenance of feeding industry so India has a maximum scope to improve the 

level of performance in the process of producing a qualified feed so the customer gets good 

results by the usage of new and updated technology while in the production process. The above 

organizations are contributing their maximum level of efficiency to improve the quality in the 

production and they are showing their interest to enhance themselves and also for the helps of 

country in the process of making the economy into a proper track. Because the calculation of 

economy will be dependent on the revenues in the country in the name of taxes from 

companies. 

 

Swot Analysis of The Feed Industry: 

Strengths : 

• Indian feed industry is the second largest producer of feed in the world after china. 

• The sector has a potential to make the country to be self reliant in this highly sensitive 

essential commodity of mass consumption.100.23billion to the raw material suppliers in 

the financial year 2006. 

• Annual tax contribution to exchequer Rs.15 billion annually. 

• Provides direct employment including ancillary activities to near about 0.5 million 

workers. 

• It also supports the downstream industries by providing the raw material. 

• This sector have been the focal point of socio economic of the rural India. 

• Strong government policies as it come under essential of mass consumption. 

Weaknesses: 

• Capacity leads to the decrease in production and losses. 

• Lack of most of the Co-operative feed industries in India. 

• Most of the feed factories are more than 30year old and still using the old 

technology low installed production professionalism. 

Opportunities: 

• Huge potential to increase the productivity of qualified products. 

• High value of By-products for downstream industries. 
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• Technology upgradation, new advance technology available for the by- product 

utilization. 

Threats: 

Quality of soil deteriorates due to over use of fertilizer and pesticide to increase productivity 

yield. By this sector is vulnerable to political interest observing the above SWOT analysis we 

able to know what type of role the feeding industry in India is playing and how effectively it is 

improving the rate of performance by implementing the new strategies will in the production 

process and also in  importing  the new type of technologies which are invented by other 

countries how are playing already will role in the same feeding industry   and from them we are 

importing the existed technology which will helps to improve our present position of 

performance. 

Strengths are showing a favorable position to the industry and some of the weaknesses also there 

in the name of threats if the organization will be able to utilize their available resource in a 

effective way then their weaknesses are becomes like a opportunities for them and proper 

utilization of the opportunity gives a great success for the organization in the competitive 

business environment. 

Problems of Feedindustry: 

Inspite of showing phenomenal increase in production, Indian FEED Industry has been 

facing serious problem which need immediate attention. The important problems are: 

• Shortage of raw material. 

• Problems of modernization. 

• Tax Burdens. 

• Excessive levy control. 

• Improper utilizations of by-production. 

• Harvesting. 

 

Other Problems: 

• Competition. 

• Inadequate finance. 

• Shortage of fuel and frequent power cuts. 
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• Lack of proper transportation facilities. 

• Uneconomic size of FEED production units. 

• Over production. 

There are the problem facing the feed industry if the management will to control these problems 

and the threat the organizational opportunities will comes in to the under control of the 

management. People then path of the industry will be runs into a proper way which lead to reach 

the vision of the company in the name of success. 

 

Some of The Organizations Which Are Operating In The Industry: 
 

Southern India:  

Andhrapradesh: 

Adonis Proteins feeds 

Andhra Pradesh Dairy Dev Cooperative Federation Ltd 

Baha’i Foods & Feeds Ltd 

Baha’i poultry& Cattle Feed(P)Ltd 

Coromandel Agro products &Oil Ltd 

Crown Aqua Feed (P)Ltd 

Essen Enterprises 

GP Cotton &Oil products Ltd 

Godrej Grover Ltd 

Gold Mohr Feeds & feeds Ltd (Hindustan lever) 

Guntur Dist Cooperative Milk produces’ Union Ltd 

Hajj Mohamed Husain Traders 

Hindustan Livestock Feeds 

Janice Feeds Private Ltd 

Quality Feeds Private Ltd 

Marked feed Mixing Plant 

Nadia Agro-VetIndustries PrivateLtd 

Pasha Feeds 

Saptagiri Feeds 
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Sri Satya Sai Chemical &Feeds(P)Ltd 

Srinivasa  poultry&Cattle Feeds Private Ltd 

Kerala: 

Government of Kerala 

Higashimaru Feeds (India)Ltd 

Kerala Cooperative milk Marketing Federations Ltd 

Kerala Trading Corporation 

KeyenceFeeds (P) Ltd 

PrimaAgro production Ltd 

Vijayfeeds &farm Tonus (P) Ltd 

Pondicherry: 

Government of Pondicherry 

Pondicherry Cooperative Milk Producers Union Ltd 

Tamilnadu: 

AVMC battle & poultry Feed Mfg Industries 

AmazingAgro Export Ltd 

Annam feeds Ltd 

Arafat &Arafat Associates 

Coimbatore chemicals & Fertilizers Ltd 

Feeds India Godrej Agrovet Ltd 
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About company: 

Kwality Feeds Ltd was established in the year 1993 with the objective of becoming preferred aqua 
feed supplier to the developing aquaculture industry in India. In the year 2005 it has revolutionized 
the Indian aquaculture by introducing high performance extruded floating fish feeds. 

 

Company Mission: 

To provide healthy and sustainable growth for customers by creating innovative feed solutions to 
develop aquaculture. 

 

Company Values: 

Respect Courage Innovation Execution Openness 

We act with 
integrity based 
on mutual trust 
and recognize 
the inherent 
value of all 
people and the 
environment. 

We like 
challenges and 
take measured 
risks. We drive 
change and 
improvement. 
We strive for 
being winners. 

We seek 
opportunities and 
strive for 
innovative 
business 
solutions 
internally and 
externally on 
behalf of our 
customers. 

Based on skills 
and insights we 
act and get 
things done .We 
value personal 
responsibility 
and initiative. 

We work with 
others in an 
open and 
inclusive way. 
We are reliable 
and trust 
worthy .We 
work and act 
global. 

 
Process overview: 

The Kwality fish feed production secures the right nutritional ingredients in the finished product 

together with the physical criteria’s linked to the different Kwality products. 

The main ingredients are marine raw materials, vegetable raw materials and other ingredients such 

as starch, pigment, vitamins and minerals. 

The Kwality plants do have advanced operating systems and the process is controlled from a 

central control room from where process data are monitored. 



25 
 

Raw Materials 

 
Process 

Dry raw material storage 

The dry raw materials are mainly stored in silos to keep the ingredients cool and dry. 

Oil storage 

The oil fish oil and vegetable oil are stored in storage tanks. 

Dry powder dosing 

The dry ingredients are dosed from dosing silos down into a batch scale according to recipe. 
Grinding 

To secure a homogenous product even in the smallest products it is necessary to grind the products. 

The equipment used is hammer mills. 

Mixing 

To be sure of a homogenous product the batch is mixed in a mixer. 

Extrusion  

The dry powder is transferred to the extruder where water steam and mechanical energy are 

transferred to the product. The temperature at the end of the extruder increases to 115 to 120 °C . 
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The high temperature and the mechanical work melt the starch. In the extrusion process the powder 

becomes a high viscose liquid. Passing the dies at the end of the extruder the product expands due 

to the pressure drop at the dies. The microstructure in the pellet is formed by this expansion and 

makes space for further oil dosing. 
Drying 

The water added into the extruder is removed by drying. The pellets are dried in dryers with a 

drying time from 40 to 90 minutes. The product temperature drops from 90 °C to about 50 °C in 

the drying process. 

Coating of oil 

In most of the feed recipes oil is added to the pellets. The dried pellets are coated with oil in a 

batch vacuum coater. 

Cooling 

To secure and stabilize the products the products are cooled to room temperature. 

Bagging 

After cooling the product is sifted and taken out in 25 to 50 kg bags. 
Overview Of Manufacturing Process 

 
 

Products: 

Kwality Feeds brings a new generation of efficient Floating Fish feeds which help achieve the best 

possible total economic performance in your fish farm. Our concept optimizes the feed to a targeted 

performance in terms of Feed Conversion Ratio and Growth Rate without depending on particular 

raw materials. It supplies the digestible energy needed for maintenance and the targeted growth 

performance at each stage in the fish life cycle. It delivers an adequate amount of digestible 

proteins with the right amino-acid profile in order to enable the fish to fully utilize its growth 

potential. It provides the vitamins, minerals, and other micronutrients necessary for growth and 

development. Utilizing advanced optimization tools and the results through research and trials our 

team of product developers can efficiently match the nutritional requirements of the fish at each 

individual growth stage. 
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Benefits of Kwality Floating fish Feed 

• Eco Friendly 

• Low Feed Conversion Ratio 

• High Growth Rate 

• Higher Biomass 

• Highly Palatable 

• Easy Feeding Management 

• Optimum Water Quality 

• Low Mortality Rate 

• Higher Immunity 
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Feed Composition 
Product 
Code 

Protein % 
(min) 

Fat % 
(min) 

Fibre % 
(min) 

Moisture % 
(max) 

Energy 
(Kcal) 

203 20 3 7 11 2300 

243 24 3 7 11 2500 

283 28 3 6 11 2800 

304 30 4 6 11 3000 

326 32 6 6 11 3400 

 

Resources:  

 

Water Quality in Fresh Water Aquaculture: 

 
The major water quality factors that are important in freshwater aquaculture systems and methods 

to monitor them are described in this publication. Water quality determines not only how well fish 

will grow in an aquaculture operation, but whether or not they survive. Fish influence water quality 

through processes like nitrogen metabolism and respiration. Knowledge of testing procedures and 

interpretation of results are important to the fish farmer. 

Some water quality factors are more likely to be involved with fish losses such as dissolved 

oxygen, temperature, and ammonia. Others, such as pH, alkalinity, hardness and clarity affect fish, 

but usually are not directly toxic. Each water quality factor interacts with and influences other 

parameters, sometimes in complex ways. What may be toxic and cause mortalities in one situation, 

can be harmless in another. The importance of each factor, the determination method and 
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frequency of monitoring depends upon the type and rearing intensity of the production system 

used. 

Water Quality Parameters in Fresh Water Aquaculture 
Water Depth 5-6 Feet 

Ph 7-8.5 

Dissolved Oxygen 3-10 PPM 

Carbon Dioxide 1-10PPM 

Alkalinity (Total) 80-100PPM 

Ammonia 0.1 PPM ( Max 0.5 PPM) 

Hydrogen Sulphide 0.01 PPM (Max 0.03 PPM) 

Salinity < 2PPT 

Plankton >1 ml/ 50L 

Temperature 

All biological and chemical processes in an aquaculture operation are influenced by temperature. 

Fish adjust their body temperature and metabolic rate by moving into cooler or warmer water. 

Each species has a preferred or optimum temperature range where it grows best. At temperatures 

above or below optimum, fish growth is reduced. Mortalities may occur at extreme temperatures. 

Dissolved Oxygen 

The minimum dissolved oxygen (DO) level that fish can safely tolerate depends upon temperature 

and to a certain extent the species. Volubility of oxygen increases as temperature decreases. In 

ponds, DO can change dramatically over a 24 hour period. During the day oxygen is produced by 

photosynthesis, the process by which green plants convert water and carbon dioxide in the presence 

of light, to oxygen and carbohydrates. During the night and day oxygen is consumed by respiration, 

the process by which plants and animals use oxygen to produce carbon dioxide as they burn 

carbohydrates, but in the day photosynthesis usually produces more oxygen than is used. 

Typically, oxygen levels are lowest just before dawn and highest in the late afternoon. 

DO in a culture system must be maintained above levels considered stressful to fish. Warmwater 

fish (species that grow best at temperatures above 25°C) can tolerate lower DO concentrations 

than Coldwater fish (species that grow best at temperatures below 15°C). As a rule of thumb, DO 

should be maintained above 3.0 ppm (parts per million; frequently used interchangeably with 

milligrams per litre, mg/L) and 5.0 ppm for warm and Coldwater fish, respectively. Prolonged 

exposure to low, nonlethal levels of DO constitutes a chronic stress and will cause fish to stop 
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feeding, reduce their ability to convert ingested food into fish flesh, and make them more 

susceptible to disease. Intensive fish production in ponds, cages, flow-through, and recirculating 

systems requires aeration or oxygenation to maintain DO at safe levels. 

Nitrogenous Wastes 

Most fish and freshwater invertebrates excrete ammonia as their principle nitrogenous waste. 

Analytical methods are used to determine total ammonia-nitrogen (TAN). The proportion of TAN 

that exists in ionized and un-ionized form varies with pH and temperature. As pH and temperature 

increase, the amount of TAN in the toxic un-ionized form increases . Fish continuously exposed 

to more than 0.02 ppm of the un-ionized form may exhibit reduced growth and increased 

susceptibility to disease. 

When fish are cultured intensively and fed protein-rich feeds they can produce high concentrations 

of ammonia in the water. Ammonia and other metabolic wastes are gradually removed by natural 

processes in ponds or through the use of biological filters in recirculating and reuse systems. 

Ammonia is removed by bacteria that initially convert it into nitrite and subsequently into nitrate. 

Nitrite is toxic to fish and causes “brown blood” disease. Concentrations of 0.5 ppm have reduced 

growth and adversely affected fish. Fish can tolerate nitrate to several hundred ppm. Removal or 

detoxification of ammonia is facilitated by providing and maintaining an optimal environment for 

the appropriate bacteria (pH between 7-9; temperature approximately 24-30° C). 

PH 

The concentration of bases and acids in the water determines its PH. A low pH is acidic and a high 

pH is basic; a pH of 7 is neutral. Fish survive and grow best in waters with a pH between 6-9. If 

pH readings are outside this range, fish growth is reduced. At values below 4.5 or above 10, 

mortalities occur. 

In well-buffered ponds (with alkalinity over 50-100 ppm, see next section), pH typically fluctuates 

one or two units daily. In the morning, carbon dioxide levels are high and pH is low as a result of 

respiration during the night (carbon dioxide forms a mild acid when dissolved in water). After 

sunrise, algae and other green plants produce carbohydrates and oxygen from carbon dioxide and 

water by photosynthesis. As carbon dioxide is removed from the water, its pH increases. The 

lowest pH of the day is typically associated with the lowest level of dissolved oxygen. The highest 

pH of the day is typically associated with the highest level of dissolved oxygen. 

In recirculating systems, vitrification and respiration of both fish and biofilter bacteria decrease 

PH. Frequently, a buffer such as sodium bicarbonate is added to prevent the pH from falling too 

much. 

Alkalinity 

The buffering capacity of culture water, expressed as ppm calcium carbonate, is its alkalinity. 

Alkalinity is a measurement of carbonate and bicarbonate ions (ions are atoms or groups of atoms 
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with a negative or positive charge) dissolved in the water. As the amount of carbon dioxide 

fluctuates, the pH of water changes. The magnitude of this shift is determined by the water’s 

buffering capacity or its ability to absorb acids and/or bases. Photosynthetic activity in a poorly 

buffered pond can cause pH to increase, perhaps from as low as six in the morning to nine or more 

by late afternoon. In a pond with higher alkalinity, the pH shift is reduced. For instance, the daily 

shift in a well buffered pond might be from a pH of seven in the morning to eight by late afternoon. 

A suitable range of alkalinity is 20 to 300 ppm. Alkalinity in excess of 300 ppm does not adversely 

affect fish, but it does interfere with action of certain commonly used chemicals (e.g., copper 

sulphate). Alkalinity remains relatively constant in ponds, but decreases steadily in 

nonsupplemented, recirculating systems. Alkalinity can be increased by adding agricultural 

limestone to ponds or sodium bicarbonate to recirculating systems. 

Hardness 

Calcium and magnesium ions comprise hardness. Test procedures usually determine both ions as 

“total hardness,” expressed as ppm calcium carbonate. In most waters the concentrations of 

alkalinity and hardness are similar, but they can differ vastly as alkalinity measures negative ions 

(carbonate, bicarbonate) and hardness measures positive ions (calcium, magnesium). Hardness is 

important, especially in the culture of several commercial species. If hardness is deficient, these 

species do not grow well. Hardness should be above 50 ppm; low hardness can be adjusted by the 

addition of lime or calcium chloride. 

Carbon Dioxide 

Only when using groundwater, transporting fish at high densities, or in recirculating systems are 

carbon dioxide problems likely to develop. At high concentrations, carbon dioxide causes fish to 

lose equilibrium, become disoriented and possibly die. Testing groundwater before use and 

aerating it, if necessary, will reduce carbon dioxide to acceptable levels. Careful planning, aeration 

or oxygenation, and buffering of water will keep carbon dioxide at acceptable levels when large 

numbers of fish are hauled extended distances or cultured in recirculating systems. 

Salinity 

The total concentration of all ions in the water is its salinity. Freshwater fish exhibit a range in 

salinity tolerance. Many commercially important species survive and grow well in slightly salty 

water. After they smelt, salmon and trout can tolerate salt water. Salinity not only affects 

osmoregulation it also influences the concentration of un-ionized ammonia. During the planning 

stage of an aquaculture operation, salinity should be measured and the water’s appropriateness 

determined. 
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Iron 

Many groundwaters contain elevated levels of dissolved iron. When exposed to the air, this iron 

interacts with oxygen, becomes insoluble, and forms a red deposit. Small clumps of iron are 

produced that can settle on fish gills, causing irritation and stress. Problems can be avoided if the 

iron-bearing water is exposed to air and the resultant clumps of iron removed by settling or 

filtration before the water enters the culture system. 

Chlorine 

To control bacteria, municipal water supplies are typically treated with chlorine at 1.0 ppm. If 

municipal waters are used to culture fish, residual chlorine must be removed by aeration, with 

chemicals such as sodium thiosulfate, or filtration through activated charcoal. Chlorine levels as 

low as 

0.02 ppm can stress fish. 

Hydrogen Sulfide 

Ponds with oxygen-poor bottoms and accumulated organic material can release hydrogen sulfide 

when seined or disturbed. Substratum beneath heavily fed cages/net pens can accumulate wastes 

and produce hydrogen sulfide gas if oxygen becomes deficient. Hydrogen sulfide gas has a rotten 

egg odour and is extremely toxic to fish. Any detectable odors or levels should be avoided and 

extreme care should be taken when handling fish in an afflicted pond. Ponds can be drained, 

exposed to air and/or excavated to correct the problem. 

Water Clarity 

In pond and cage culture, water clarity can affect fish. If fish that prefer turbid waters are cultured 

in relatively clear water they will experience stress; survival and growth will be adversely affected. 

Accumulation of suspended solids and discoloration of culture water occur in recirculating systems 

which can irritate fish and precipitate disease. Some suspended and dissolved materials can cause 

off-flavour in fish. Filtration and flocculent can be used to remove solids and reduce discoloration. 

Monitoring Methods 

A variety of methods are available to monitor water quality . In pond, cage, and low intensity 

culture, the high precision of sophisticated analytical methods is not needed to make informed 

management decisions. However, intensive culture in recirculating and reuse systems requires 

frequent and sophisticated monitoring. 

If fish are maintained at high densities, then temperature, dissolved oxygen, ammonia, nitrite, and 

pH should be monitored daily or more frequently . Water clarity, alkalinity, and hardness can be 

measured less frequently, perhaps one or two times per week, as they do not fluctuate as rapidly. 

Salinity, iron, and chlorine should be determined when a potential water source is first examined 

so corrective measures may be incorporated into the production system during the design or 

planning stage. Carbon dioxide should be measured when first using a new groundwater source 
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and routinely in recirculating systems. When hydrogen sulfide and carbon dioxide problems are 

likely, systems should be monitored closely and the means to correct problems should be readily 

available. 

At lower stocking densities, water quality parameters can be monitored less frequently or not at 

all. Regardless of the frequency, monitoring should be conducted at a standard time and depth 

where fish are located. Time of measurement and observed values should be recorded; good record 

keeping is essential to successful aquaculture. In pond and cage culture it is preferable to monitor 

dissolved oxygen early in the morning, when conditions stressful to fish are most likely to occur 

(e.g., low oxygen). Conversely, temperature and pH in ponds are best measured during the late 

afternoon. 
 

Feeding Program for Pangasius: 

 
Avg. Body 
Weight 

% Daily 
Feeding 

Feed For Ton fish 
(Kgs) 

Estimated 
monthly  

30 gm 5% 50 70- 100 gm 
    
100 gm 4% 40 100 gm 
    
250 gm 2.50% 25 100 gm 
    
500 gm 1.50% 15 150 – 200 gm 
    
750 – 800 gm 1.20% 12 200 – 250 gm 
    
1 Kg and above 1% 10 200 – 250 gm 
    
1.5 Kg and above 0.80% 8 200 – 250 gm 

 

 
 
 

 

 

 

 

http://www.kwalityfeeds.com/feeding/
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Feeding Program for White Fish 
  

Avg. Body Weight % Daily Feeding  
Daily Feed for ton 
Fish  

30 gm 4% 40 Kgs 
   
100 gm 2.50% 25 Kgs 
   
250 gm 1.50% 15 Kgs 
   
500 gm 1.30% 13 Kgs 
   
750 ‐800 gm 1.10% 11 Kgs 
   
1000 gm 1% 10 Kgs 
   
1500 gm and above 1% 10 Kgs 

  

  

 



 
 
 
 
 
 
 
 
 

 

 
 
 

 
CHAPTER- IV 

THEORETICAL 
FRAMEWORK  
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Employee Welfare :  

 

“Employee welfare means anything done for the comfort and improvement, intellectual or social, 

of the employees over and above the wages paid which is not a necessity of the Industry.” 

The concept of employee welfare is dynamic.  The term “Welfare” refers to a staff of living of an 

individual or a group in the context of his physical, social and psychic environment. 

 

Employee welfare is an essential part of social welfare. It involves adjustment of an employees 

work life and family life to the community or social life. Employee welfare is in the interest of the 

employee, welfare measures help to counter act the negative effects of factory system. These 

measures enable the employee and his family lead a good life. Welfare facilities like housing, 

medical and children’s education, etc., help to improve the family life of employees. For the 

employers, welfare measures lead to higher morale and productivity of labour. 

Employee welfare is also in the interest of the larger society because the health happiness and 

efficiency of   each individual represents the general well-being of all. Well-houses, well-fed and 

well-looked after labor is not only an asset to the employer but serves to raise the standards of 

industry and  labour in the country. After employees have been hired ,trained and remunerated 

,they need not be retained and maintained to serve the organization better. 

Employee welfare includes provision of various facilities under amenities in and around the work 

place for the better life of the workers. It is a part and parcel of social welfare.The term social 

welfare notes the welfare of the entire society where as ‘labour welfare’ is a narrow concept 

concerned with the welfare of workers. 

Welfare facilities include medical, sports, education, cultural and other facilities. In India, some 

welfare facilities are compulsory as per labor laws while others are purely voluntary in character. 

It should be noted that expenditure on labor welfare is a profitable measurement in the long run as 

it motivates the workers for higher productivity. 

 

 

 

 



36 
 

Definition: 

Welfare ‘means faring or doing well .It is comprehensive term, and refers to the physical, mental, 

moral and emotional well-being of and individual. Further, the term welfare is a relative concept, 

relative in time and space. It however varies from time to time, from region to region and from 

country to country. Welfare, refers to as betterment work for employees, relates to taking care of 

the well-being workers by employers, trade unions, and Government and Non-Governmental 

agencies. 

Welfare is also defined as a term which is understood to include such services, facilities, and 

amenities as may be established in or in the vicinity of understanding to enable the persons 

employed in them to performed their work in healthy, congenial, surroundings, and to provide 

them with amenities conductives to good health and high morale. 

Welfare has two aspects. One is negative and other is positive. On the negative side is welfare is 

concerned with counteracting the baneful effects of the  large –scale industrial system of 

production especially capitalistic so far as India is concerned on the personnel family and social 

life of the worker. On the positive side, it deals with the provision of opportunities for the worker 

and their family for a good life as understood in its most comprehensive sense. 

 

Scope of employee welfare 

The scope of employee welfare can be interpreted in different ways by different countries with 

varying stages of economic development, political outlook and social philosophy. Sometimes the 

concept is very wide one is more or less synonyms with conditions or work as whole. 

It may not include the minimum standard of hygiene and safety laid down in general legislation, 

but also such aspects of working life as social insurance , schemes ,measures for protection of 

women and young workers, limitations of hours of workers , paid vacations etc. 

All extra mural and intra mural welfare facilities as well as statutory welfare measures under taken 

by the employers, government, trade unions in organizations fall within the scope of the employee 

welfare.It also include social  security welfare measures which contributes to workers welfare such 

as industrial health insurance, provident fund , gratuity, maternity benefits, work men 

compensations, pension and retirement benefits etc., which are specifies of large family 

encomposed by the term employee welfare. 
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Importance of employee welfare 

Welfare is justified for several reasons.It is desirable to collect the services of typical workers with 

the context.It helps dig and haul coal some deaths  of the earth to fetch and refine oil, to build dams 

and reservoirs , to lay pipes , canals, railway lines and roads. It creates and transmits power through 

various phases of manufacturing patterns raw materials in to finished products of necessity as well 

as luxury. 

 

The industrial worker is indeed a soilder safe guard in the social and economic  factors of the 

industrial economy and his /her actions  and interactions within the industrial frame work will have 

a great impact and influence on industrial development.The social and economic aspects of the life 

of a worker have direct influence on the social and economic development of the nation. 

 

There is every need take extra care of the workers to provide both statutory and non- statutory 

facilities to him/her .another argument in favour of employee welfare is that the facilities help to 

motivate and retain employees. Most welfare facilities are hygiene factors , which  according to 

Hertzberg, create dissatisfaction if not provided. Remove dissatisfaction, place an employee 

favourable mood, provide satisfies and then motivation will take place. Welfare facilities besides 

removing dissatisfaction develop loyalty  in workers towards the organization. 

 

Welfare may not  directly increase productivity , but it may add to general feelings of satisfaction 

with the company and cut down labor turn over. The logic behind providing welfare facilities 

create efficient, healthy, loyal and satisfied force for the organization and also for the nation. In 

India industrial workers get the benefit various welfare facilities the purpose is to provide them 

with better life and also make them happy and efficient. 
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The important benefits of welfare services are as follows 

• Welfare facilities provide better physical and mental health to the workers and make 

them happy. 

• Such service facilities like housing scheme, medical benefits, and education and 

recreation facilities for the workers families help to create contented workers families. 

• This will help them to devote greater attention towards their work. The gain in terms 

of productivity and quality of work will be large indeed. 

• Employees services serve to maintain some degree of peace with the employees 

unions in as much as these constitute a considerable part of the bargaining package 

the harmony and the good relations that results are the king pin of higher productivity 

• Employers get stable labour force due to the provision of welfare facilities workers 

take active interest in their jobs and work with a feeling of involvement and 

satisfaction .they also find their work interesting. 

• Employers secure the benefits of high efficiency , cordial industrial relations and low 

labor absenteeism and turn over. 

• Welfare measures raise productivity and bring industrial peace and cordial 

management relations. 

• An employer is able to attract talented workers from the labor market by providing 

attractive welfare facilities. 

 

Various Labor Enactments 

Employers are statutory require to comply with the provisions of various welfare amenities under 

different employee welfare legislations. 

Important acts relating to labor welfare are; 

1. The Factories Act, 1948. 

2. The Plantation Act, 1951. 

3. The Mines Act, 1952. 

4. The Motor Transport Workers Act, 1961. 

5. The Contract Labour 
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6. 9registration And Abolition) Act, 1979.The Inter Stage Migrant 

Workmen(Regulation And Abolition) Act, 1979. 

 

And many other welfare and social welfare Acts are enacted. 

The Factories Act, 1948 

Every factory shall provide adequate and suitable facilities for, 

o Washing or drying wet clothes and storing of clothes not worm during working 

hours. 

o Sitting arrangements for employees who are requiring working in standing position 

in order that may takes short rest in the course of work. 

o First aid boxes or cupboards equipped with the prescribed contests at least one for 

every 150 workers. 

o Ambulance rooms for 500 or more workers. The ambulance room shall be of 

prescribed size, having equipment  and medical and nursing staff as prescribed 

which should be made readily available during all working hours. 

o A canteen for 250 or more workers. 

o The canteen shall be suitably located and sufficiently lighted and ventilated. It shall 

be one of the prescribed size,equipped with necessary furniture, utensils etc., and 

operated on non-profit basis. 

o Rest rooms or shelters and lunchrooms with provision for drinking water 160 or 

more workers are there. 

o Creches if 30 or more workers are employed. Creches shall be sufficiently lighted 

and ventilated and maintained in a clean and sanitary condition under the charge of 

women trained in child and refreshment for children and facilities afar feeding of 

children at necessary intervals by their mother shall be made as per rules by therir 

mothershal be made by as rules by the government. 

o If 500 or more workers are there then the welfare office shall be employed. 

o The state government lays down the scale standards to various welfare facilities. 
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Objectives of Employee Welfare Activities 

1. Partly humanitarian i.e., to enable workers to enjoy a fuller and richer life. 

2. Partly economic i.e., to improve the efficiency of the worker to increase its availability 

where it is scare and to keep him contended so as to minimize the inducement to form or 

join unions and to restore to strikes. 

3. Partly civic i.e., to develop a sense of responsibility and dignity and thus make them worthy 

citizens of the nations. 

4. Another object of the employee welfare is to fulfill the future and aspirations of employee. 

5. In view of above discussions it is clear that employee welfare measures are to be inevitably 

undertaken by the employers to reduce absenteeism and employee turnover and to increase 

production. Therefore in the fial analysis employee welfare services should. 

6. Enable the workers to live a richer and more satisfactory life. 

7. Contribute to the productivity of employee and efficiency of the enterprise. 

8. Raise the standard of living of workers by indirectly reducing the burden on their purse. 

9. It should be based on an intelligent production of the future needs of industrial work, and 

be so designed as to offer a cashion to absorb the shock of industrialization and 

urbanization on workers and administratively viable and essentially development in 

outlook. 

 

 

Features of welfare measures  

o Welfare includes various facilities, services and amenities provided to various workers 

for improving their health, efficiency, economic betterment and social status. 

o Welfare measures are in addition to regular wages and other economic benefits 

available to workers due to legal provisions and collective bargaining. 

o Welfare measures are flexible and ever changing. New welfare measures added to the 

existing ones from time to time. 

o Welfare measures may be introduced by the employers,government and employees or 

by social or charitable agency. 

o The purpose of welfare is to bring about the development of the whole personality of 

the worker to make him a good worker and a good citizen. 
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The employees feel satisfied if they are provided with such facilities and they who also 

feel committed to the organization. Though welfare services are merely maintenance 

factors and not motivators, yet they are necessary for the health of the organization 

since they bear close connection with productivity of the employees. 

These are not a form of employers goodwill or charity to the workers, but re facilitative 

service to build and maintain the morale of the workers to achieve the objectives of the 

organization. 

 

Welfare services relative to physical and social wellbeing of the employees both within 

and outside the organization. Within the organization, these include provisions of 

medical benefits, sanitary facilities, rest rooms, etc. they may be also including meals 

and refreshments supplied free of cost or at subsidized rates to the employees.These 

are not a form of employers good will or charity to the workers, but are facilitative 

services to build. But outside the organization, welfare arrangements include provisions 

of housing accomodations, education of children or employees, medical advice for the 

family etc. 

Welfare services are not a charity, they are essential to get higher productivity from the 

workers by satisfying their needs. On the whole these services may be basically many 

types. Some of them are briefly discuss in the following way. 

Mouthy gives a comprehensive list of welfare activities in his monumental work on 

welfare .he divided welfare into two different measures into two broad groups, namely 

• Statuatory 

• Non-Statuatory 

Statuatory welfare benefits 

The statutory welfare benefits schemes include the following provisions: 

1. Drinking Water: At all the working places safe hygienic drinking water should be 

provided. 

2. Facilities for sitting: In every organization, especially factories, suitable seating 

arrangements are to be provided. 
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3. First aid appliances: First aid appliances are to be provided and should be readily 

assessable so that in case of any minor accident initial medication can be provided to the 

needed employee. 

4. Latrines and Urinals: A sufficient number of latrines and urinals are to be provided 

in the office and factory premises and are also to be maintained in a neat and clean 

condition. 

5. Canteen facilities: Cafeteria or canteens are to be provided by the employer so as to 

provide hygienic and nutritious food to the employees. 

6. Spittoons: In every work place, such as ware houses, store places, in the dock area and 

office premises spittoons are to be provided in convenient places and same are to be 

maintained in a hygienic condition. 

7. Lighting: Proper and sufficient lights are to be provided for employees so that they can 

work safely during the night shifts. 

8. Washing places: Adequate washing places such as bathrooms, wash basins with tap 

and tap on the stand pipe are provided in the port area in the vicinity of the work places. 

9. Changing rooms: Adequate changing rooms are to be provided for workers to change 

their cloth in the factory area and office premises. Adequate lockers are also provided to 

the workers to keep their clothes and belongings. 

10. Rest rooms: Adequate numbers of restrooms are provided to the workers with 

provisions of water supply, wash basins, toilets, bathrooms, etc. 

11. Maternity & Adoption Leave – Employees can avail maternity or adoption leaves. 

Paternity leave policies have also been introduced by various companies. 

12. Medi-claim Insurance Scheme: This insurance scheme provides adequate insurance 

coverage of employees for expenses related to hospitalization due to illness, disease or 

injury or pregnancy. 

13. Sexual Harassment Policy: To protect an employee from harassments of any kind, 

guidelines are provided for proper action and also for protecting the aggrieved 

employee.  For more information go through - Sexual Harassment of Women at Workplace 

(Prevention, Prohibition and Redressal) Act, 2013. 

http://www.whatishumanresource.com/the-sexual-harassment-of-women-at-workplace-prevention-prohibition-and-redressal-act-2013
http://www.whatishumanresource.com/the-sexual-harassment-of-women-at-workplace-prevention-prohibition-and-redressal-act-2013
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NON STATUTORY BENEFITS: 

Many non-statutory welfare benefits may include the following schemes: 

 

        1.  Personal Health Care (Regular medical check-ups): Some of the companies 

provide the facility for extensive health check-up 

2. Flexi-time: The main objective of the flextime policy is to provide opportunity to 

employees to work with flexible working schedules. Flexible work schedules are initiated 

by employees and approved by management to meet business commitments while 

supporting employee personal life needs 

3. Employee Assistance Programs: Various assistant programs are arranged like 

external counseling service so that employees or members of their immediate family can 

get counseling on various matters. 

4. Employee Referral Scheme: In several companies employee referral scheme is 

implemented to encourage employees to refer friends and relatives for employment in the 

organization. 
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1.From how long are working in this organisation? 

   

S.no Options No.of 

respondents 

Percentage 

1 0-5years 11 19% 

2 5-10years 28 49% 

3 10-15years 10 17% 

4 Over 15years 9 15% 

 Total 58 100% 

 

      

 

 

 

Interpretation: 

 

By observing the above graph 19% of employees have the work experience of 0-5 years, 

49% of the employees have 5-10 years experience, and 17% of the employees have 10-15 years of 

experience while the remaining 15% of the employees have above 15 years of experience. The 

increasing in percentage of work experience shows that most of the employees are have positive 

attitude towards organization which indicates their satisfaction. 
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2.  To what extent you are aware of safety and welfare policy of your organisation. 

 

S.no Options No.of 

respondents 

Percentage 

1 To a great extent 14 24% 

2 To a moderate extent 22 37% 

3 To some extent 12 20% 

4 Not at all 10 17% 

 Total 58 100% 

 

 

 

            

 

     Interpretation : 

 

       From the above graph 24% employees know about the safety and welfare policy provided by their 

organisation in a great extent.37% employees have some knowledge about policy of welfare and 

policy.20%  employees have some awareness and 17% employees don’t know about the safety 

and welfare policy provided by their company. 
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3. What are the social security benefits provided by the Kwality Feeds company to the 

employees? 

 

S.no Options No.of 

respondents 

Percentage 

1 Maternity benefits 9 15% 

2 Gratuity 10 19% 

3 Pension 10 17% 

4 Insurance Benefits 15 25% 

5 Provident Fund 10 17% 

6 Accidental Benefits 4 7% 

 Total 58 100% 

 

      

 

Interpretation : 

 

The above graph represents that to know about the providing  security benefits in the kwality feeds 

company.15% employees said that maternity benefits are provided,17% people said that 

gratuity,17% employees said that pension,25% people said that insurance benefits, 17% employees 

said that provident fund,remaining 6% people said that accidental benefits are provided 
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4. The welfare measures that are provided by company affect on my performance. 

 

S.no Options No.of 

respondents 

Percentage of 

respondents 

1 Strongly agree 15 25% 

2 Agree 20 35% 

3 Neutral 8 15% 

4 Disagree 7 12% 

5 Strongly Disagree 8 13% 

 Total 58 100% 

 

 

 

 

 

Interpretation : 

 

        By observing the above graph 25% employees strongly believe  that welfare measures provided 

by their company will effect on their performance,34% employees agreed the given statement,13% 

employees feel that neutral,12% people don’t agree the given statement and remaining 13% don’t 

believe the given statement. 
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5. What are the facilities providing under ESI Scheme in the organization? 

 

S.no Options No.of 

respondents 

Percentage 

1 Medical benefits 13 22% 

2 Maternity benefits 10 17% 

3 Disability Benefit 10 17% 

4 Sickness Benefit 10 17% 

5 Dependent’s Benefit 10 19% 

6 Unemployment 

Allowance 

5 8% 

 Total 58 100% 

 

 

 

Interpretation : 

The above graph represents that to know about the providing  facilities under ESI scheme in the 

kwality feeds company.22% employees said that medical benefits are provided,17% people said 

that maternity,17% employees said that disability,17% people said that sickness benefits, 19% 

employees said that depedent's benefit, remaining 8% people said that unemployment allowance 

are provided. 
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6. Is the Education allowances provided by the company is satisfactory? 

 

S.No Options No.of respondents Percentage 

1 Yes 46 79% 

2 No 12 20% 

 Total 58 100% 

 

 

 

 

 

 

 

Interpretation : 

  

        From the above graph 79% people in the organisation satisfied on education allowances provided 

by their organisation and remaining 21% employees are not satisfied on education allowances. 
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7. Does the organization provide maternity paid leave to Female Employees? 

 

S.No Options No.of respondents Percentage 

1 Yes 46 79% 

2 No 12 20% 

 Total 58 100% 

 

 

 

Interpretation: 

                   The above graph reflects that providing maternity paid leave to female employees in the 

company,80% employees say YES and 20% employees answered  NO to given question. 
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8.How do you rate the Insurance Facilities provided by Kwality Feeds? 

S.no Options No.of 

respondents 

Percentage 

1 Excellent 26 44% 

2 Good 10 17% 

3 Average 17 29% 

4 Poor 5 9% 

 Total 58 100% 

 

 

Interpretation : 

 

            By observing the above graph 44% employees feel that excellent in insurance facilities provided 

by their company,17% employees feel that good ,29% employees feel that average, 08% 

employees feel that organisation providing poor service in insurance facilities. 
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9. How do you rate the flexibility of working hours? 

 

S.no Options No.of 

respondents 

Percentage 

1 Excellent 10 17% 

2 Good 25 44% 

3 Average 15 25% 

4 Poor 8 14% 

 Total 58 100% 

 

 

 

 

 

Interpretation : 

 

       By observing the above graph 17% employees feel that excellent in rating about flexible working 

hours provided by their company,43% employees feel that good ,25% employees feel that average, 

13% employees feel that organisation providing poor flexible working hours. 

 

 

0%

5%

10%

15%

20%

25%

30%

35%

40%

45%

50%

Excellent Good Average Poor

percentage of
respondents



53 
 

10. How would you rate the Housing Facilities provided by the organization? 

 

S.no Options No.of 

respondents 

Percentage 

1 Excellent 15 25% 

2 Good 20 35% 

3 Average 12 21% 

4 Poor 11 19% 

 Total 58 100% 

 

 

 

 

 

Interpretation : 

 

By observing the above graph 25% employees feel that excellent in housing facilities provided by 

their company,35% employees feel that good ,21% employees feel that average, 19% employees 

feel that organisation providing poor service in housing  facilities. 
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11. What about the loan facility  provided by your company? 

 

S.no Options No.of 

respondents 

Percentage 

1 Excellent 25 44% 

2 Good 10 17% 

3 Adequate 17 29% 

4 Poor 6 10% 

 Total 58 100% 

 

 

 

 

 

Interpretation : 

 

From the above graph  44% employees feel that excellent in loan facilities provided by their 

company,17% employees feel that good ,29% employees feel that average, 10% employees feel 

that organisation providing poor service in loan  facilities. 
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12. Did you faced any problems in availing medical facilities? 

 

S.No Options No.of respondents Percentage 

1 Yes 20 34% 

2 No 38 65% 

 Total 58 100% 

 

 

 

                       

Interpretation : 

      The above graph reflects that providing maternity paid leave to female employees in the 

company,35% employees say YES and 65% employees answered  NO to given question. 
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13. Does your manager promotes referral program? 

 

S.No Options No.of respondents Percentage 

1 Yes 38 65% 

2 No 20 35% 

 Total 58 100% 

 

 

                  

Interpretation : 

       The above graph reflects that providing maternity paid leave to female employees in the 

company,65% employees say YES and 35% employees answered  NO to given question. 
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14.Did you receive a referral bonus? 

 

S.No Options No.of respondents Percentage 

1 Yes 29 50% 

2 Yes,but not within the 

scheduled time 

18 32% 

3 I never received a 

referral bonus 

11 18% 

 Total 58 100% 

 

 

 

 

Interpretation : 

 

The above graph represents receiving the referral bonus in the company.50% people feel that they 

received their bonus,32% employees feel that they may be received but not within the time and 

18% employees may feel that they are not received their referral bonus. 
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15. What is your satisfaction level about grievance handling procedure in your company? 

 

S.no Options No.of respondents Percentage 

1 Fully satisfied 12 20% 

2 Satisfied 29 50% 

3 Dissatisfied 12 20% 

4 Fully dissatisfied 5 10% 

 Total 58 100% 

 

 

 

 

 

 

Interpretation : 

 

The above graph represents the satisfaction level following of grievance handling procedure in the 

company,20% employees are fully satisfied about the grievance handling,50%  employees are 

satisfied,20% employees are dissatisfies and 10% people are fully satisfied on grievance handling. 
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16. What is your opinion about the recreation facilities provided by the organization? 

 

S.no Options No.of 

respondents 

Percentage 

1 Excellent 20 34% 

2 Good 18 31% 

3 Average 14 24% 

4 Poor 6 10% 

 Total 58 100% 

 

 

 

               

 

 

Interpretation : 

From the above graph  34% employees feel that excellent in recreation facilities provided by their 

company,31% employees feel that good ,24% employees feel that average, 10% employees feel 

that organisation providing poor service in recreation  facilities. 
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17. How do you rate the hygienic conditions maintained in and around canteen and workplace? 

 

S.no Options No.of 

respondents 

Percentage 

1 Excellent 20 34% 

2 Good 17 29% 

3 Average 14 24% 

4 Poor 7 12% 

 Total 58 100% 

 

 

             

 

 

Interpretation : 

 

From the above graph 34% employees feel that excellent in maintaining the hygienic conditions 

provided by their company,29% employees feel that good ,24% employees feel that average, 12% 

employees feel that organisation providing poor service in maintaining the hygienic conditions. 
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18. Do you get increments based on your performance? 

 

S.No Options No.of respondents Percentage 

1 Yes 32 55% 

2 No 26 45% 

 Total 58 100% 

 

 

 

 

 

 

Interpretation: 

        The above graph reflects that providing increments based on their performance in the 

company,55% employees say YES and 44% employees answered  NO to given question. 
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19.Rate the fulfillment with representative welfare exercises of the organization. 

 

S.No Options No. of respondents percentage 

1 Poor 5 9% 

2 Average 30 52% 

3 Excellent 23 39% 

 Total 58 100% 

 

 

 

 

Interpretation : 

 

The above graph reflects that rating the fulfillment of welfare exercises in the company,9% 

employees feel that company following poor welfare exercises,52% people gave rating as 

average,39% gave excellent in rating. 
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Findings: 

  

1. Majority of the respondents (52%) are working 5-10 years in this organization. 

2. Majority of the respondents (37%) are moderate extent to aware of safety and welfare 

policy in the organization. 

3. 31% of the respondents are agrees that Insurance Benefits are provided by the Kwality 

Feeds company to the employees. 

4. Majority of the respondents (34%) agrees that welfare measures that are provided by 

company affect on their performance. 

5. 43%  of the respondents are felt that  Medical benefits  are the facilities providing under 

ESI Scheme in the organization. 

6. Majority of the respondents (79%) agrees that education allowances provided by the 

company is satisfactory. 

7. Majority of the respondents (79%) agrees that organization provide maternity paid leave 

to Female Employees 

8. Majority of the respondents (44%) are rated excellent to the Insurance Facilities provided 

by Kwality Feeds. 

9. 43%  of the respondents are rated good to the flexibility of working hours. 

10. 65%  of the respondents are not faced any problems in availing medical facilities. 

11. Majority of the respondents (43%) are agrees that manager promotes referral program. 

12. 50%  of the respondents are satisfied about grievance handling procedure in the company. 

13. Majority of the respondents (34%) are agrees excellent about the recreation facilities 

provided by the organization. 

14. 34%  of the respondents are rated excellent about  the hygienic conditions maintained in 

and around canteen and workplace. 

15. Majority of the respondents (55%) are agrees that increments are  based on the  

performance. 
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Suggestions: 

 

• Management has to allow the employees in the decision making process. 

• Employees are to be motivated to reduce the stress of over work. 

• It is needed to improve the development  programme conducted by the organization. 

• The superior should provide a mechanism to convey their suggestions to management. 
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Conclusion: 

 

The study observed that the labour welfare measures in kwality feeds are in satisfactory level. 

However they are very few areas of the concern where the employees has dissatisfaction with the 

facilities like residential, loans, advise, development programme of the organization. 

If the organization concentrates on the weak areas there is a chance to develop the employee 

welfare measures. 
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QUESTIONNAIRE RELATED TO EMPLOYEE WELFARE MEASURES 

 

        Name (Optional) : 

       Age : 

a) Less than 30 years            b) 30-40 years           c) 40-50 years              d) Above 50 years. 

       Gender :   Male   /   Female 

       Educational Qualification:   SSC   /   Degree   /   Engineering   /   Other 

       Salary:   a.<  10000    b. 10000  -  15000    c .>  15000 

 

1. From how long you are working in this organisation? 

a.0-5 Years             b.5-10 years 

c.10-15 years   d. Over 15 year 

 

2.  To what extent you are aware of safety and welfare policy of your organisation 

a. To a great extent             b.To a moderate extent 

c. To some extent                         d.Not at all 

 

3. What are the social security benefits provided by the Kwality Feeds company to    the employees? 

a) Maternity benefits               d) Insurance Benefits 

     b) Gratuity                e) Provident Fund 

     c) Pension                           f) Accidental benefits 

 

4. The welfare measures that are provided by company affect on my performance? 

[  ] Strongly Agree      [  ] Agree          [  ] Neutral 

     [  ] Disagree                [  ] Strongly Disagree 

 

5. What are the facilities providing under ESI Scheme in the organization. 

     a. Medical Benefit                   b. Maternity Benefit 

c. Disability Benefit                d. Sickness Benefit 

e. Dependent’s Benefit      f. Unemployment Allowance 
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6. Is the Education allowances provided by the company is satisfactory? 

[  ] Yes              [  ] No 

 

7. Does the organization provide maternity paid leave to Female Employees? 

a. Yes                                           b. No 

If ‘yes’ how many paid leave are providing by Kwality feeds? 

 

8. How do you rate the Insurance Facilities provided by Kwality Feeds?                                                     

[  ] Excellent          [  ] Good          [ ] Average          [ ] Poor 

9. How do you rate the flexibility of working hours? 

[  ] Excellent      [  ] Good          [  ] Average       [  ] Poor 

 

10. How would you rate the Housing Facilities provided by the organization? 

[  ] Excellent             [  ] Good              [  ] Average  [  ] Poor 

 

11. What about the loan facility  provided by your company? 

a. Excellent        b. Good     c. Adequate      d.Poor 

 

12. Did you faced any problems in availing medical facilities? 

[ ] Yes      [ ] No 

If  “yes” please state reasons 

 

13. Does your manager promotes referral program? 

a. Yes        b. No 
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14.Did you receive a referral bonus? 

a.Yes 

b.Yes,but not within the scheduled time 

c. I never received a referral bonus. 

 

15. What is your satisfaction level about grievance handling procedure in your  company? 

[  ] Fully satisfied            [  ] Satisfied 

[  ] Dissatisfied                [  ] Fully dissatisfied 

 

16. What is your opinion about the recreation facilities provided by the organization? 

a. Excellent      b. Good        c. Average        d. Poor 

 

17. How do you rate the hygienic conditions maintained in and around canteen and workplace ? 

[ ] Excellent       [ ] Good          [ ] average            [ ] poor 

 

18. Do you get increments based on your performance ? 

a.Yes                 b.No 

 

19.Rate the fulfillment with representative welfare exercises of the  organization. 

 

poor                                           Average                                                         excellent 

1 2 3 4 5 6 7 8 9 10 
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Introduction
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A STUDY ON PERFORMANCE APPRAISAL IN M/s. KRISHNA DISTRICT MILK 

PRODUCERS MUTUALLY AIDED CO-OPERATIVE UNION LTD, VIJAYAWADA. 

       INTRODUCTION 

Human resource management (HRM) is concerned with human beings, who are the 

energetic elements of management. The source of any organization or any enterprise will 

depend upon the ability, strength and motivation of persons working in it. The human resource 

management refers to the systematic approach to the problem in any organization. It is 

concerned with the recruitment, selection, training and development of personnel. 

Performance appraisal is the process of evaluating the performance of employees, 

sharing that information with them and searching for ways to improve their performance”. 

The process of human resource development helps the employees to develop technical, 

managerial and behavioural knowledge. Skill and abilities and morals the values, beliefs and 

attitude necessary to perform present and future goals. The process of performance appraisal 

helps the employee and management to know the level of employee’s performance compare to 

the standard levels. It is the continuous process in an organization like seasons. 

Performance appraisal is essential to understand and improve the employee’s 

performance through HRD. In fact performance appraisal is the basis for HRD. 

1. Promotion 

2. Transfer 

3. Salary determination and the like. 

Performance appraisal is a method of evaluation the behaviour of employees in the 

work spot normally including both qualities and quantitative aspects of job performance. 

Performance appraisal here that refers to the degree of accomplishment of the task that makes 

up an individual’s job. Performance is always measured in terms of results and not efforts
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Objectives of the study: 

➢ To study and assess the present performance appraisal system and its effectiveness. 

➢ To understand the factors influencing an employee performance. 

➢ To identify the gap between the actual and desired performance procedures. 

➢ To examine the strengths in the performance appraisal system followed by the 

company. 
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Need for the study: 

Performance appraisal helps to analyse the employee’s performance, which gives an insight 

into the firms HR operations. Performance appraisals grant upper management an 

opportunity to reward excellent performance or reprimand unsatisfactory performance.  This 

powerful managerial tool should directly reflect the overall organization’s goals and 

objectives. This information helps to rectifying performance deficiencies and to set new 

standards of work, if necessary. 
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Scope of the study: 

     This study focuses on the employee performance appraisal at M/s. “Krishna District Milk 

Producers Mutually Aided Co-operative Union Ltd, Vijayawada”. This study improves the 

employee’s productivity by initiating training based on their present performance. Provide 

employees with a better understanding of their role and responsibilities. Increase confidence 

through recognizing strengths while identifying training needs to improve weaknesses.  This 

can also help to identify the problems those are exist in the present appraisal system. 
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Research Methodology: 

Research methodology is the specific procedures or techniques used to identify, select, process, 

and analyse information about a topic. In a research paper, the methodology section allows the 

reader to critically evaluate a study's overall validity and reliability. 

Methods of data collection: 

Data collection is a elaborate process in which the researcher makes a planned search for all 

relevant data and is the foundation of all researches.  

       The task of data collection begins after a research problem has been defined and research 

plan is checked out. While deciding about the method of data collection to be used for the study 

of researcher should keep in mind two types of data. They are: 

Primary data: 

The data that is being collected for the first time or particularly fulfil the objective of the project 

is known as “primary data”. This has been collected from various sources. The sources adopted 

to get data is questionnaire and through observation.  

Questionnaire is designed in such way that every employee can understand. 

Secondary data: 

The data is collected from published reports, unpublished reports, annual reports, unpublished 

manuals and materials etc.  

Sampling: 

In order to get data a sample size of 110 is taken and employees are selected in “random” basis. 
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Limitations: 

➢ Getting the required information from some employees has been difficulty. 

➢ The inputs given by the employees may be biased. 

➢ Time is the major constraint, the study is limited to 45 days. 
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                                        INDUSTRY PROFILE  

 The domestication of cattle occurred between 6000 and 10,000 years ago. Not much 

known about the history of this period, but men probably hunted cattle as wild animals prior to 

the time that they were domesticated. 

 Later the cow was made as sacred animal and is still so considered by a part of the 

population of India. 

Various stages of dairy industry origin as follows: 

THE DAIRY INDUSTRY PRIOR TO 1850: 

 For over 225 years following the first settlements in America very little changes look 

place in the methods of producing milk or in the manufacture of products. 

 Feed supplies has to be shipped from the country areas and ordinate regarding dairy 

barns became more strict gradually farmers within easy drivelling distance began delivering 

milk over regular routes in the cities. The development was not spectacular, but the stage was 

set for the many change, which were to take place in years to follow. 

THE DAIRY INDUSTRY AFTER 1850: 

 The modern dairy emerged in the middle of the 19th centuries. Among the many factors, 

which have played important roles in the evaluation of the modern dairy industry the following 

may be mentioned. 

1. The factory system. 

2. Improved machinery. 

3. Transportation. 

4. Economic factors. 

5. Research and scientific investigation. 

6. Improved livestock. 

 

India has the potential to become a leading exporter of milk products. Due to low labour 

cost of milk production is significantly low here. To boost exports, the dairy industry needs to 
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focus on quality and productivity. Significant investment has to be made in milk procurement 

equipment and chilling and refrigeration facilities. 

  Dairy industry contributes significantly to the economy as well as to the rural poor by 

providing an opportunity to uplift them by generating additional income thought it. Dairying 

has been practiced as rural cottage industry since ages. 

 India accounts one-six of cattle and half off buffalo population of the world among 70 

million rural households in India in 2001, those operating up to two hectares from 42 percent 

of the households and 37 percent are land less. 

 India’s dairying industry is today in a state of dynamic transition with rapid 

development in milk production and marketing by virtue of the efforts made by the government 

of India under various programs for benefiting the small rural milk producers and the under 

privileged urban consumers. 

 The direct contribution of dairying to the rural sector through additional income and 

employment to the producer is well consumers. 

 The first and foremost requirement of modern marketing is to understand the customer 

needs, and create need develop strategies to bring the customers right elements of the i.e., 

product offering, positioning distribution channels etc. to satisfy the needs. 

 Market entry strategies for developing market, like India, can’t be developed by middle 

managers whose only experience spans distribution and channels of management. Though 

India has over vast geographical area yet it is not successful especially for perishable goods 

such as vegetables, food items, milky fruits etc., milk is consumed as a product of food from 

the past. But it is not commercialized still at the end of the 19th centuries. 

IMPORTANCE OF DAIRY INDUSTRY: 

 Data collected by bureau of human nutrition and home economics for the year 1944 

and 1945 showed that dairy products contained 75% of the calcium and 45% of riboflavin in 

the total food supply as well as 24% of the total protein, 17% of the vitamins and 17% calories. 

 In 1946 the first company was established in Kaira District co-operative milk produces 

known as “AMUL” throughout the nationwide and their different companies were developed 

throughout country from government side and also private side. In Andhra Pradesh the leading 
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companies are A.P dairy development under the brand names Vijaya, Dodla, Ravilla, Heritage, 

Jercy, Creamlines, and Mother Dairy etc. 

 The milk and dairy product ranks as the largest source of income to the farmer of United 

States. For the country over 20 percent of the total agricultural income is from milk or cream 

sold, the sale of cream and butter by farmers in 1948 totalled more than $ 4400,000,000. 

 In addition to the 24,000 people of the dairy firms many other persons and families 

must be employed in moving and processing the milk and milk products before there each the 

consumers table. The exact number of people engaged in these fields is unknown. 

DAIRY PRODUCTS: 

 A dairy is a place for handling of milk and milk products. Technology refers to the 

application of scientific knowledge for practical purposes. Dairy technology has been defined 

as that a branch of dairy science, which deals with the processing of milk and manufacture of 

milk products. 

 In India dairying has been practiced as a rural cottage industry from remote places in 

the past. Due to scientific knowledge in processing and pasteurization. Dairy is developed as a 

separate industry. The main reason for developing of this industry is above to increase in 

population of urban areas and more consumption of milk in the areas of soft drinks. 

 In the earlier years each house hold maintains his/her own cattle or secures milk from 

its neighbour. As the urban population increases fewer households could keep cattle for private 

use. But the high cost of milk production, problems of sanitation etc., restricted the practice 

and gradually the family cattle in the city was eliminated and city cattle were all sent back to 

the rural areas. 

 Gradually formers in the cities began delivering milk over regular routes within easy 

driving distances. This was the beginning of the fluid milk-sheds, which surrounded the large 

cities. With the modern knowledge of protection of milk during transportation and scientific 

knowledge in processing for pasteurization improves rapidly dairy as a special industry. 

 A dairy is a place for handling of milk and milk products. Technology refers to the 

application of scientific knowledge for practical purposes. Diary technology has been defined 

as a branch of dairy science, which deals with the processing of milk and manufacturing of 

milk products. 
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 In India dairying has been practiced as a rural cottage industry from remote places in 

the past. Due to scientific knowledge in processing and pasteurization. 

 Diary is developed as a separate industry. The main reason for developing of the 

industry is above to increase in population of urban areas and more consumption of milk in the 

areas and more consumption of milk in the areas of soft drink. 

 In the earlier years each house hold maintains his/her own cattle or secures milk from 

its neighbour. As the urban population increase fewer households could keep cattle for private 

use. But the high cost of milk production, problems of sanitation etc. restricted the practise and 

gradually the family cattle in the city was eliminated and city were all sent back to the rural 

areas. Gradually formers in the cities began delivering milk over regular routes within easy 

driving distances. This was the beginning of the fluid milk-sheds, which surrounded the large 

cities. 

 With the modern knowledge of protection of milk during transportation and scientific 

knowledge in processing for pasteurization improves rapidly dairy as a special industry. 

CONSTITUTENTS OF MILK: 

 Milk as an article of food for mankind antidotes the earliest record history. Milk ranges 

in colour forma bluish-white to an almost golden –yellow depending up on the breed of cattle 

and the amount of fat solids present. It is important that everyone should become familiar with 

the chief components of milk. 

CONSTITUENTS  PERCENTAGES 

Water     87.00 

Fat     4.00 

Protein     3.50 

Carbohydrates    4.80     

Mineral salts    0.7 

Total     100.00 
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MANUFACTURING PROCESS OF MILK 

 

    RECEIVING MILK 

          

 (GRADING, SAMPLING, WEIGHING, TESTING) 

     

PREHEATING (350 -400 C) 

 

   FILTRARION CLARIFICATION 

 

  COOLING AND STRONG (50 C OR BELOW) 

 

           STANDARDIZATION 

      

       PASTEURIZATION (63 C/30 MTS (OR) C/15 Sec) 

 

      HOMOGENIZATION (2500 PSI) 

 

MARKETING OF MILK: 

 The Krishna district milk producers mutually aided co-operative union limited has gone 

one level channel of distribution of Vijaya marketing. 

 

     It has extensive selling agents in Nellore, Tirupati, Vijayawada, Guntur, Ongole, 

Nuziveedu, Suryapet. 
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PROCUREMENT OF MILK: 

   The main content required of dairy is milk. It procures milk producer 

(farmer) covering over 200 villages in Krishna, Guntur and East & west Godavari districts. 

 In each village one agent will be there collects milk of that village from milk producers. 

They collect both in the morning and evening. Company has its own vehicles to get the 

collected milk in each village. 

DEMAND AND SUPPLY: 

  The minimum quality of milk per capital consumption recommended Indian 

Council of Medical Research is 210 grams per person per day against actual per capital 

consumption of 178 grams. Thus there is deficit, of 96 Lakhs tones of milk per annum. 

 Which indicates a great demand for milk in the domestic market (source: Dairy India 

1992). In addition by products like ghee, cream, milk powder, butter and cheese will be 

marketed. 

MILK INDUSTRY IN INDIA: 

 Today India is the largest milk producing country in the world. The producing states in 

India are Punjab, Haryana, Rajastan, Gujarat, Maharashtra, Andhra Pradesh, Karnataka and 

Tamilnadu. A cattle farming is one of the important aspects of the overall development process 

in India. 

 It is said that it is one of the bounded sectors of agriculture. It has been the important 

of the National Economic Development Process all these years. Nearly 5% of the Indian 

population of the country directly or indirectly depends on milk production and it’s sales for 

their livelihood. 

 Everyone without any age limit consumer’s milk. Today because of the modern 

technology the cattle breeding has been revolutionized. Outdated methods of extraction of milk 

from the cattle of the discarded. New and innovative methods are being widely adopted. 

 India today is proud to say that it is the largest producer of the milk and its products. 

Many dairy firms have been established in the country at different areas as per the requirements 

of the people i.e. the consumer, both by the public sector and private sector. 
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 Milk is one of the heavenly foods i.e. prescribed by a doctor, a physician. Milk is a 

mixture of protein, vitamins, and carbohydrates and fat which is helpful for the growth of the 

humans. Dairy farming aim is to supply better quality of milk to the consumers. 

 In 1946 the first company was established in kaira District co-operative milk producers 

known as “AMUL” throughout the nationwide and their different companies were developed 

throughout country from Govt. side and also private side. In Andhra Pradesh the leading 

companies are A.P dairy development under the brand names Vijaya, Dodla, Ravilla, Heritage, 

Jercy, Creamlines, and Mother Dairy etc. 

MILK PRODUCTTION IN INDIA: 

YEAR    QTY (IN Million tons) 

1955-61    17.40 

1961-66    20.38 

1966-71    19.37 

1971-76    38.35 

1976-81    46.30 

1981-86    42.40 

1986-91    50.00 

1991-96    60.00 

1996-99    79.00 

2001-06    99.00 

2006-09    109.45 

2009-14    123.58 

2015-16    139.7 

2016-17    146.3 
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In India milk production has been increasing gradually for several years. During till 1971 the 

increasing ration was very small after that milk production has increased rapidly because of 

green revolution and some other pilot programmed. 

MILK POTENTIAL: 

 Milk is the only natural product i.e. daily used by the people at regular intervals for 

different purposes. The nutritional potential is ideal in quality and balanced to satisfied human-

acid requirements. The contents of minerals and vitamins are unique both in proportion and in 

quality nutrients that are essential for man’s growth and development. 

EXPORT POTENTIAL: 

 India has the potential to become one of the leading players in milk and milk products 

exports. The country is located amidst major milk-deficit countries in Asia and Africa. Major 

importers of milk and milk products are Bangladesh, China, Hang Kong, Singapore, Malaysia 

located close to India. Milk production is scale-insensitive and labor-intensive. Due to low- 

labor cost of milk production is significantly low in India. 

STRENGHTS: 

Demand is absolutely optimistic. Margins are quite reasonable even on packed liquid 

milk. Tremendous flexibility of product mix, abundance of raw material, and locally available 

professional trained, technical human resource pool are the other plus points presently, more 

than 80 percent of milk produced is flowing into unorganized sector, which requires proper 

channelization. 

WEAKNESSES: 

Perishability: 

 Pasteurization has overcome this problem partially. UHT gives milk long life. Surely, 

many new processes will follow to improve milk quality and extended its shelf life. 
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Lack of concept over yield: 

 Theoretically, there is little control over milk yield. However, increased awareness of 

developments like embryo transplant, artificial inseminations, and properly managed animal 

husbandry practices, coupled, with higher income to rural milk producers, should automatically 

lead to improvement in milk yields. 

Logistics of procurement: 

 Bad roads and inadequate transportation facility make procurement problematic. But 

with the overall economic improvement in India, these problems would also get solved. 

Problematic distribution: 

 If ice-creams can be sold virtually at every nook and corner, why can’t we sell other 

dairy products too? It is only a matter of time before we see the emergence of a cold chain 

linking the producer to the refrigerator at the consumer’s home. 

Competition: 

 With so many people entering this industry, competition has to be faced as a ground 

reality. The market is large enough for many to serve out their niche. 

OPPORTUNITIES: 

Value addition: 

 There is a large scope for innovations in product development, packaging, and 

presentation steps should be taken to introduce value-added products like ice-creams, pannier, 

lassie, cova, Basundi, doodhpeda, flavored milk, dairy sweets, etc.  

Export potential: 

 Efforts to exploit potential are already on. Amul is exporting to Bangladesh, srilanka, 

Niegeria, and the Middle East. Following the new GATT treaty, opportunities will increase 

tremendously for the export of agri-products in general and dairy products in particular. 
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THREATS: 

 Today milk vendors occupy the pride of place in the industry. Organized dissemination 

of information about the harm that they are doing to producers and consumers should see a 

steady decline in their importance. 

 Strengths and opportunities far outweigh weaknesses and threats. Strengths and 

opportunities are fundamental, while weaknesses and threats are transitory. Any investment 

idea can do well only when you have entrepreneurship, innovation approach, and values (of 

quality ethics). The Indian dairy industry, following it’s deli censing, is attracting a large 

number of entrepreneurs. Their success in dairying depends on factors such as an efficient yet 

economical procurement network, hygienic and cost-effective processing, and innovations in 

the market place. 
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COMPANY PROFILE 

Introduction to Krishna district milk producers mutually aided cooperative union 

limited: 

         The Krishna district has great potential for milk production with a substantial marketable 

surplus to tap. The market-oriented milk production is the key livestock activity to generate 

stable income for the farmer. About 90 percent of rural households are directly concerned with 

livestock security to the rural poor and buffers the risks due to crop failure. 

The original dairying in Krishna District commenced in1965 by the State Government with the 

assistance of UNICEF (United Nations International Children Emergency Fund). Under a pilot 

project named INTEGRATED MILK PROJECT- HYDERABAD AND VIJAYAWADA 

(1960) a milk supply scheme was introduced in 1965 to organize milk collection from the 

villagers, to process at chilling at Vijayawada and Hyderabad. The milk supply scheme was 

great success with it services to the producers and quality supplies to the consumers.  

The initial procurement network was gradually extended to all over, the district with in a span 

of 5 years. The “Milk Product Factory” first of its kinds in south India was established and 

commissioned in Vijayawada by 1969. 

The company got ISO 22000-2005 and ISO 14000 trademark for its quality of milk. The 

company recently made record sales of 1.64 lakhs its/day where as its previous sales record 

was 1.45 lakhs its/day. 

VISION: “Farmer’s prosperity through technical innovations and customers orientation with 

specific focus on quality and cost”.  

MISSION:” Dairying in the district to be the major instruments of strengthening rural 

economy and making available safe milk and milk products”. 

QUALITY POLICY: 

“Aiming to be a technologically advanced dairy with global outlook providing products and 

services of highest quality delighting the customers”. 
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Most of the Village Diary Cooperative societies are viable and managed by the producer 

members receiving better technical know-how. The Government has enacted APMACS 

act,1995 (Andhra Pradesh Mutually Aided Cooperative Societies Act, 1995), which provides 

autonomy to the cooperative. As per the policy and directives from the state 

Government/Federation, The Diary Cooperatives register under APCS Act,1964 were 

converted in to APMACS ACT, 1995. The Krishna Milk Union in July 2001 in consonance 

with the wishes of its member producers. 

Elections are being held as per by laws to the Board Of Management of Krishna Milk Union 

under APMACS Act,1995. 

3C’S REPORT: 

The 3 C’s report explains about the COMPANY PROFILE, CUSTOMERS, COMPETITORS. 

Company profile:  

Krishna District Milk Producer’s Mutually Aided co- operative union Ltd, was established in 

the year 1965. At present, it is regulated under the Andhra Pradesh Mutually Aided Co -

operative society Act 1995, which is one of the leading milk producer’s co-operative union in 

Andhra Pradesh. 

Customers: 

Milk for every age group of people 

Competitor’s: 

Heritage Foods:  

Heritage foods limited is one of the most popular and largest private sector dairy company in 

southern India, with a good market presence in Telangana, Andhra Pradesh as well retail stores 

across Chennai, Hyderabad. 

Kwality Ltd: 

 Kwality is not only a handler of dairy products in India but also produces various types of own 

dairy products such as curd, cheese, milk, ghee etc., 

Hatsun Agro products: 
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Hatsun Agro is the largest private sector diary company in India also one of the fastest growing 

Diary company in the world. Popular products include flagship brand by Arogya, Hatsun milk 

and Arun Ice creams. 

Visakha Dairy:  

Visakha Dairy byijaya Milk producer’s company was established in 1973 and one of the fastest 

growing milk products manufacturing company in Andhra Pradesh.  

MILK PROCESSING AND PRODUCTION:  

Production manager is heading the Production Division supported by one diary manager, 

11Asst. Diary manager and 1 Junior Engineer other production staff engaged in Milk 

Reception, Milk Processing, Butter Making, Ghee Making, Powder Making, Bi- Products 

Manufacturing and Finished Goods Section. 

MILK PROCESSING SECTION:  

It has 12 storage tanks each of 15,000 litres. Capacity, six silos each of 30,000 Litres. Capacity 

and 2 No s of 50,000 Litres capacity, three cream vats each of 5000 Lts.,2 No s of 3000 Litres 

and one 15,000 Litres of capacity and three numbers of 10,000 Litres/hour. Altogether, it has 

milk storage capacity of four lakh and eighty thousand Litres. 

SALES: 

Indents received from various boots and parlours. Depending on the indents the consolidated 

reports are raised. These reports are sent to various sections. Reconciliation statements are 

prepaid according to the indents and the details of stock delivery are maintained for various 

parlours, boots and institution. Andhra Pradesh has prominent place in the dairy of India. Dairy 

and milk supply has been given importance in the five-year plans of the state. Not only with a 

view has help had the farmer to improve their income had it enabled.  

HISTORY AND ESTABLISHMENT:  

Andhra Pradesh has prominent place in dairying India. The cattle wealth of Andhra Pradesh is 

established at Rs.220 crores and 70% of total of milk products factory, Vijayawada was 

commissioned an 11.4.1994. Milk products factory Vijayawada is having the site of 27.3 acres. 

At present the cost of UNICEF equipment and erection is about 19.4 crores (1983-1984). The 

Krishna district milk products factory’s date of registration is in 6.7.1983. Authorized share 
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capital Rs.10,00, 00.000, paid up share capital Rs.48,12,00,000 members of societies registered 

affiliated. In 1979-1980 machinery was established in processing sections chiller capacity 

80,000 litres capacity tanks. Now the above capacity is improved chiller capacity. Milk product 

factory, Vijayawada was commissioned on 11.04.1969. 

The factory has installing the capacity of 1.25 lakhs litres per day in the first stage with 

provision for expansion of 3.50 lakhs litres per day in the second stage. Milk product factory, 

Vijayawada has the distinction of handling milk to its capacity in the second year operation. A 

part from handling milk Krishna district, it also handled surplus milk received from district of 

VISAKAPATNAM, EAST AND WEST GODAVARI, PRAKASAM AND NELLORE. 

The factory had packed holding during 1982-1983, with a view of handling the increased 

surplus milk got from NELLORE, PRAKASAM, and EAST and WEST GODAVARI 

DISTRICTS, a second spray drying plant with a latest design to produce about 124MT of milk 

powder has been established and commissioned during 1982.  

COMPANY GROWTH:  

As an integral part of the above project the milk products factory, Vijayawada was commenced 

on 11-04-1969. The factory has got an initial handling capacity of 1,25,000 litres in the first 

stage with provision of handle 2,50,000 litres milk in the second stage. It has crossed the mark 

of 1,00,000 litres in the very first year of its operating getting admiration from the UNICEF 

officials.  

The women have been playing a great role in the rural dairying i.e., feeding of animals, washing 

and milking etc., To encourage this activity in an organized way the APDCFL of foundation 

three districts viz., Nalgonda, Krishna and chittoor already 8 women co-operative societies are 

organized and 200 new members have been enrolled a part from 1000 women members 

enrolled in other societies. 

SALES CENTRES: 

Vijayawada: RTC bus stand super bazaar, Railway station milk products factory, vastralatha, 

Vijaya dairy parlour, Benz circle, satyanarayanapuram, Machavaram, padamata etc.  

RESEARCH AND DEVELOPMENT:  
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The India council of Agricultural research has started a research scheme during the period 

1970-71 to undertake research on milk products. Under this scheme soft cheese, butter milk 

powder curd, doodh peda, ice cream mix, butter etc. are, manufactured. 

 

 

CAPACITIES: 

Milk 1,70,000 litres per day 

Ghee  5 tons per day 

Butter 7 tons per day 

Milk powder 5 tons per day 

Refrigeration capacity 1.5 tons capacity 

Stream capacity 15 tones per 1 prt 

Milk packing 1,25,000 packets per day 

Chilling  1,50,000 litres per day  

Processing 1,50,000 litres per day 

 

NEED FOR EXPANSION:  

With the introduction of the baby food, the milk handling capacity has been reduced to about 

80-85 thousand litres of milk in view of the sugar content added in manufactured of the baby 

good. Therefore, it is proposed to expand the present plant by adding additional buildings in 

the existing vacant area adjacent to the transport section. This will enable the factory to handle 

1.5 lakh liters per day. 

MANAGEMENT: 

                Management of the company shall consist of   board of director’s chairman and  

Managing director  
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• The chairman of the affiliated union enrolled as number  

• Nominee of the government of Andhra Pradesh if the government of Andhra Pradesh 

Is a member 

• Chairman of the board of directors shall over general meeting In case  of this absence 

the meeting shall be conducted by a chairman form amongst the members present . 

• The general body shall be called once a financial year with in greater ending on 31st 

December. This shall be “Annual general meeting”. 

• A special general body meeting may be called at any time by majority vote of board of 

directors and shall be called with one month at least 1/5 of the members of derivation 

or by the registrar of cooperative societies. 

PROVISION UNDER ACT: 

1) Subjects to such resolution as the general body may from time to time pass. The 

execution management of the union shall consist of not more than 17 members as 

detailed below. 

• 2 elected representatives of affiliated 30 societies. 

• 3 government nominee. 

• Register of cooperative societies of this nominee. 

2) Director of animal husbandry or his nominee. 

3) Managing director, A.P diary development corporation or his nominee. 

• One to be adopted by the board from the experts in milk business. 

•  One Nominee of financing agency. 

As soon as the election of the members of the board over they shall meet and elect a chairman 

and vice-chairman who will hold office for one year. The election and vice-chairman is to be 

held, in the same manner every year immediately after the general body meeting in which the 

training vacancies of directors filled up. 

MANAGING DIRECTOR: 

The managing director shall be appointed by the government from time to time upon such terms 

and conditions as the government thinks for and the government extends such items it may due 

necessary and expedite. 
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STAFF POSITIONS OF THE COMPANY: 

Department No of persons 

Managing Director 1 

Diary Director  2 

Diary Managers 8 

Asst Diary Engineers 8 

Quality Control Officers 1 

Asst Diary Managers 22 

Fodder development Officers 2 

Junior Engineers 8 

Technical Staff 111 

Transport 31 

Finance 39 

Administration 117 

Field Staff 88 

Others (Non-Technical) 375 

Total 803 
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ORGANISATION CHART: 

 

 

                                                                 

 

 

 

 

 

 

 

 

 

Fig shows the organization structure of Krishna union milk private limited, Vijayawada. 

MILK PROCUREMENT: 

Milk is being procured twice a day from about 830 villages in the district organized through 

29 routes and 6 chilling besides getting raw milk directly to the factory from certain villages in 

a radius of 150KM around Vijayawada. Among 480 centres, about 431 are registered societies 

and under Anand Pattern. 

MILK RECEPTION: 

As soon as the milk is arrived at the reception dock either through cans or tankers, the 

laboratory authorities conduct all the platform/bacteriological/chemical tests and after its 

quality confirmation the milk is received and sent to silos for storage. 

General Body 

Board of Management 

Managing Director 

• Procurement & input controller                               Personal officer 
• Marketing Manager                                                  Quality 
• Production Manager                                                 Stores 
• Plant Manager                                                           MIS 
• Director(finance)                                                       APS 
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RAW MILK: 

Milk Product Factory, Vijayawada is directly connected by around 175 villages at radius 

around 50 kms. Around Vijayawada. The milk collected from these villages is collected 

directly at milk products factory, Vijayawada for which is equipped with a can conveyor, an 

electrical weighing machine, a dump tank and straight through can washer with cleaning 

capacity of 600 cans per hr. 

CHILLED MILK:  

Chilled milk from chilling centres and other stations through milk tankers is received at the 

dock and after receiving quality confirmation from laboratory the milk is sent for storage. 

MILK PROCESSING SECTION: 

It has 12 storage tanks each of 15,000 Litres. Capacity, six silos each of 30,000 Litres. Capacity 

and 2 No’s of 50,000 Litres capacity, three cream vats each of 5000 Litres.2 No’s of 3000 

Litres and one 15,000 Litres of capacity and three numbers of 10,000 Litres./hour. Altogether, 

it has milk storage capacity of four lakh and eighty thousand Litres. 

OPERATIONS: 

Separation of required quantity of whole milk to the extent of demand and with admixture of 

whole. It is also equipped with a Ghee tin filling-cum-sealing machine with a capacity of 5 

tins/min. of 15 Litres. The ghee packed in 500 ml, 200 ml, 100 ml. sachets and also 50 grams 

of cow ghee bottles are marketed throughout the district and it has very good demand. 

BI-PRODUCTS SECTION: 

All the fresh milk products like Butter Milk, Sweet lassi, sterilized flavoured milk, curd, 

unsweet khova, malailaddu, Doodhpeda, Butter Burfi are manufactured and packed under strict 

hygienic and aseptic conditions in this section. One automatic filling machine was installed. 
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POWDER SECTION:  

The Vulcan Level multiple effect gravity flow milk evaporator plant with milk drying capacity 

of 14 MTs per day are under operation fine and superior quantity ISI grade SMP is packed in 

25 Kg and 1 Kg packs. One Automatic controlling system for Air heater was installed.  

MILK PACAKING: 

It has a capacity to pack 3,00,000 Lts of various varieties of milk per day. It is equipped with 

ten sachet packing machines each capacity is 180 tubs per hours. Five varieties of milk in ½ 

Lts sachets for direct consumers and in 40 Lts. Can for institutions are being packed. One high 

speed milk sachet filing machine is in proposals. 

NEED FOR EXPANSION: 

With the introduction of the baby food, the milk handling capacity has been reduced to about 

80-85 thousand litres of milk in view of the sugar content added in manufactured of the baby 

good. Therefore it is proposed to expand the present plant by adding additional buildings in the 

existing vacant area adjacent to the transport section. This will enable the factory to handle 1.5 

lakh liters per day.  

DIFFERENT PRODUCTS OF VIJAYA DIARY: 

1. GHEE 

2. COOKING BUTTER 

3. U.H.T MILK 

4. SLIM MILK 

5. SKIM MILK POWDER 

6. MERRI MILK 

7. STERLIZED CREAM 

8. DOODH PEDA 

9. CURD 

10. PANEER 

 

 

 



29 
 

“SWOT ANALYSIS OF KDMPMACU” 

STRENGTHS: 

• Milk production potential in Krishna district is substantial. 

• Ability to handle perishable product milk. 

• Adequate infrastructure facilities available. 

• Availability of well experienced professionals. 

• Excellent brand value for “VIJAYA”. 

• Ability to meet any consumers demand for milk and milk products. 

• Ability to offer best quality long life products. 

• Established bondages with farmers. 

WEAKNESS: 

• High fixed cost occupying 15% of business turn over. 

• Milk and milk products are high priced loosing competitive edge. 

• Process/product manufacturing facilities and outdated. Lack of modern 

facilities. 

• Work culture and compatible with growing demand for customer service. 

• Employee skills at various levels require up gradation. 

• High ratio of class 4th staff. 

• Managers lack business experience. 

• Business system and modern management culture is yet to be adopted. 

OPPORTUNITIES: 

• Responsive milk producer base. 

• Good public image. 

• Emerging trends of increased spending on foods. 

• Rapid utilization. 

• Growing food service sector. 

• Responsive state government. 

• Pattern of increased spending on foods. 

• Increased purchasing capacity of middle class. 

• Voluntary retirement scheme prune man  
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THREATS: 

• Intense competition in liquid milk market. 

• Entry of organized private sector in diary business. 

• Increasing competition for the marketable surplus milk in rural areas. 
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Chapter -4 

Theoretical Framework 
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CONCEPT OF PERFORMANCE APPRAISAL SYSTEM 

Introduction:  

Appraising the performance of individuals, groups and organizations is a common 

practice of al l  societies. While in some instances these appraisal processes are structured and 

formally sanctioned, in other instances they are an informal and integral part of daily activities. 

Thus, teachers evaluate the performance of students, bankers evaluate the performance of 

creditors, parents evaluate the behaviour of their children, and all of us, consciously or 

unconsciously evaluate our "own actions from time to time. In social interactions, performance 

is conducted in a systematic and planned manner to achieve widespread popularity in recent 

years. 

Meaning: 

Performance appraisal is a method of evaluating the behaviour of employees in the work 

spot, normally including both the quantitative and qualitative aspects of hob performance. 

Performance here refers to the degree of accomplishment of the tasks that make up an 

individual's job. It indicates how well an individual is fulfilling the job demands. Often the 

term is confused with effort, but performance is always measured in terms of results and not 

efforts. Some of the important features of performance appraisal given, they are: 

1. Performance appraisal is the systematic description of an employee's job- relevant strengths and 

weaknesses. 

2. The basic purpose is to find out how well the employee is performing the job and establish a plan 

of improvement. 

3. Appraisals are arranged periodically according to a definite plan. 

4. Performance appraisal is not job evaluation. Performance appraisal refers to how well someone is 

doing the assigned job. Job evaluation determines how much a job is worth to the organization and, 

therefore, what range of pay should be assigned to the job. 

Use of Performance Appraisal: 

• Performance appraisal is helpful in assessing a firms human resources data must be available 

that describe the probability and potential of all employees. 
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• A well designed appraisal system provides a profile of the organization's human resource 

strengths and weaknesses to support this effort. 

• Performance evaluation ratings may be helpful in predicting the performance of job applicants. 

• Performance appraisal is useful in career planning and development. 

• Performance appraisal results provide a basis for rational decisions regarding 

compensation programs. 

• Performance appraisal data are also frequently used for decisions in several areas of internal 

employee relations, including promotion, demotion, termination, lay-off. and transfer. 

• Performance appraisal is useful in assessment of employee potential. 

• Performance appraisal can be used to determine whether HR programs such as selection, 

training, and transfers have been effective or not. 

Appraisal Process: 

Each step in the process is crucial and is arranged logically. Many organizations make 

every effort to approximate the ideal process, resulting in first-rate appraisal systems. 

Unfortunately, many others fail to consider one or more of the steps and, therefore have less- 

effective appraisal system. 
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1. Objectives of Appraisal: 

Objectives of appraisal include effecting promotions and transfers, assessing training 

needs, awarding pay increases, and the like. The emphasis in all these is to correct the problems. 

2. Establish job expectations: 

The   second step in the appraisal process is to establish job expectations. This includes 

informing the employee what is expected of him or her on the job. 

3. Design appraisal program: 

Objectives of 

              Performance appraisal 

Establish job 

Expectations 

Design an appraisal 

Programme 

            Appraise performance 

Performance 

Interview 

Use appraisal data for 

appropriate Purpose 
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Designing an appraisal program possess several questions which need answers. They 

are (i) Formal versus informal appraisal; (ii) Whose performance is to be assessed? (iii) Who 

are the raters? (iv)What problems are encountered? (v) How to solve the problems? (vi) What 

should be evaluated? (v i i )  When to evaluate? (vii i )  What methods of appraisal are to be 

used? 

4. Performance Interview: 

Performance interview is another step in the appraisal process. Once appraisal has been 

made of employees, the raters should discuss and review the performance with the rates, so 

that they will receive feedback about where they stand in the eyes of superiors. 

5. Use of Appraisal data: 

The final step in the evaluation process is the use of evaluation data. The data and 

information generated through performance evaluation must be used by the HR department. 

 

Methods of Performance Appraisal: 

                With the evaluation and development of appraisal system, a number of methods or 

techniques of performance appraisal have been developed. The important among them. 

 

TRADITIONAL METHODS 

1) Graphic Rating Scales: 

Graphic rating scales compare individual performance to an absolute standard. In this 

method, judgments about performance are recorded on a scale. This is the oldest and widely 

used technique. This method is also known as linear rating scale or simple rating scale. The 

appraisers are supplied with printed forms, one for each employee. These forms contain a 

number of objectives, behaviour and trait - based Qualities and characters to be rated like 

quality and volume of work, job knowledge, dependability, initiative, attitude etc., in the case 

of workers and analytical ability, creative ability, initiative, leadership qualities, emotional 

stability in the case of managerial personnel. These forms contain rating of scales. Rating scales 

are of two types, viz., continuous rating scale and discontinuous rating scales. In continuous 

order like o, 1, 2, 3, 4 and 5 and in discontinuous scale the appraiser assigns the point to each 
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degree. The points given by the rater know performance regarding each character. The points 

given by the rater to each character are added up to find out the overall performance. Employees 

are ranked on the basis of total points assigned to each one of them. 

One reason for the popularity of the rating scales is its simplicity, which permits many 

employees to be quickly evaluated. Such scales have relatively low Design cost and high in 

case of administration. They can easily pinpoint significant dimensions of the job. The major 

drawback to these scales is their subjectivity and low reliability. Another limitation is that the 

descriptive words often used in such lies may have different meanings to different raters. 

 

2) Ranking Method: 

Under this method the employees are ranked from best to worst on some 

characteristics. The rater first finds the employee with the highest performance and the 

employees with the lowest performance in that particular job category and rates the former as 

the best and the later as the poorest. Then the rater selects the next highest and next lowest and 

so on until he rates all the employees in that group. Ranking can be relatively easy and 

inexpensive, but its reliability and validity may be open to doubt. It may be affected by rater 

bias or varying performance standards. Ranking also means that somebody would always be 

in the backbench. It is possible that the low ranked individual in one group may turn out to be 

superstar in another group. One important limitation of the ranking method is that size of the 

different between individuals is not well defined. For instance, there may be little difference 

between those ranks third and fourth. 

3) Paired Comparison Method: 

This method is relatively simple. Under this method, the appraiser ranks the employees 

by comparing one employee with all  other employees in the group, one at a time. As illustrated, 

this method results in each employee being given a positive comparison total and a certain 

%age total positive evaluation. 

4) Forced Distribution Method: 

The rater may rate his employees at the higher or at the lower end of the scale under the 

earlier methods. Forced distribution method is developed to prevent the raters from rating too 

high or too low. Under this method, the rater after assigning the points to the performance of 
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each employee has to distribute his ratings in a pattern to conform to normal frequency 

distribution. Thus, similar to the ranking technique, forced distribution requires the raters 

(supervisors) to spread their employee evaluation in a prescribed distribution. This method 

eliminates central tendency and leniency biases. However, in this method employees are placed 

in certain ranked categories but not ranked within the categories. Quite often work groups do 

not reflect a normal distribution or individual performance. This method is based on the 

questionable assumption, as group of employees will have the same distribution of excellent, 

average and poor performers. If one department has all outstanding employees, the supervisor 

would find it extremely difficult to decide who should be placed in the lower categories. 

Difficulties can also arise when the rater’s most explain to the employee why he was placed in 

one grouping and others were placed in higher groupings. 

5) Checklist Methods: 

The Checklist is a simple rating technique in which the supervisor is given a list   of 

statement   or   words   and   asked   to   check   statements   representing   the characteristics 

and performance of each employee. There are three types of checklist methods, simple 

checklist, weighted checklist and forced choice method. 

 (a)Weighted Checklist: 

The weighted checklist method involves weighting different items in the checklist 

having a series of statements about an individual, to indicate that some are more important than 

others. The rater is expected to look into the questions relating to the employee's behaviour, 

the attached rating scale (or simply positive /negative statements where such a scale is not 

provided) and tick those traits that closely describe the employee behaviour. Often the weights 

are not given to the supervisors who complete the appraisal process, but are computed and 

tabulated by someone else, such as a member of the personnel unit. In this method the 

performance ratings of the employee are multiplied by the weights of the statements and 

coefficients are added up. The cumulative coefficient is the weighted performance score of the 

employee. Weighted performance score is compared with the overall assessment standards in 

order to find out the overall performance of the employee. 

    The weighted checklist, however, is expensive to design to design, since checklist for 

each different job in the organization must be produced. This may prove time consuming also 

in the end. Though the weighted checklist method is evaluative as well as development, it has 
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the basic problem of the evaluator not knowing the items, which contribute mostly of successful 

performance. 

  (b)  Forced Choice Method: 

               This method was developed at the close of World War II. Under this method, a large 

number of statements in groups are prepared. Each group consists of four descriptive 

statements (treated) concerning employee behaviour. Two statements are most descriptive 

(favourable) and two are least descriptive (unfavourable) of each m tetrad. Sometimes there 

may be five statements in each group out of which one would be neutral. The actual weightings 

of the statements are kept secret. The appraiser is asked to select one statement that that mostly 

describes employee's behaviour out of the two favourable statements are kept secret. The 

appraiser is asked to select one statement that that mostly describes employee's behaviour out 

of the two unfavourable statements. The items are usually a mixture of positive and negative 

statements. The intent is to eliminate or greatly reduce the rater's personal bias, specially the 

tendency to assign all high or low ratings. The items are designed to discriminate effective 

from ineffective workers as well as reflect valuable personal qualities. 

6) Critical Incident Method: 

Employees are rated discontinuously, i.e., once in a year or six months under the earlier 

methods. The performance rated may not reflect real and overall performance, as the rater 

would be serious about appraisal method, i.e., critical incident method has been developed. 

Under this method, the supervisor continuously records the critical incidents of the employee 

performance or behaviour relating to all characteristics (both positive and negative) in a 

specially designed notebook. The supervisor rates the performance of his  subordinates on the 

basis of notes taken by him. Since the critical incident method does not necessarily have to be 

a separate rating system, it can be fruitfully employed as documentation of the reasons why an 

employee was rated in a certain way. 

The critical incident method has the advantage of being objective because the rater 

considers the records of performance rather than the subjective points of opinion. 

7) Essay or Free From Appraisal: 

This method requires the manager to write a short essay describing each employee's 

performance during the rating period. This format emphasizes evaluation of overall 

performance, based on strengths weakness of employee performance, rather than specific job 
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dimensions. By asking supervisors to enumerate specific examples of employee behaviour, the 

essay technique minimizes supervisory bias and halo effect. 

 

8) Group Appraisal: 

              Under this method, an employee is appraised by a group of appraisers. This group 

consists of the immediate supervisor of the employee, to other supervisors who have close 

contact with employee's work, manager or head of the department and consultants. The head 

of the department or manager may be the chairman of the group and the immediate supervisor 

may act as the coordinator for the group activities. This group uses any one or multiple 

techniques discussed earlier. The immediate supervisor enlightens others members about the 

job characters, demands, standards of performance etc. Then the group appraises the 

performance of the employee, compares the actual performance with standards, find out the 

deviations, discusses the reasons therefore, suggests ways for improvement of performance, 

prepares action plans, studies the need for change in job analysis and standards and 

recommends change, it necessary. This method is widely used for purpose of promotion, 

demotion and retrenchment appraisal. 

9) Confidential Report: 

Assessing the employee's performance confidentially is a traditional method of 

performance appraisal. Under this method, superior appraises the performance of his 

subordinates based on his observations, judgments and institutions. The superior keeps his 

judgment and report confidentially. In other words the superior does not allowed the employee 

to know the report and his performance. Superior writes the report about his subordinates, 

strengths. Weakness, intelligence, attitude to work, sincerity, commitment, punctuality, 

attendance, conduct, character, friendliness, etc. 

Though confidential report is a traditional method, most of the public sector 

organizations still follow this method in appraising the employee's performance. This method 

suffers from a number of limitations. 

 

 

MODERN METHODS 
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1) Behaviourally Anchored Rating Scales (BARS): 

The Behaviourally Anchored Rating Scales (BARS) method combines elements of the 

traditional rating scales and critical incidents methods. Using BARS, job behaviours from 

critical incidents - effective and ineffective behaviours are described more objectively. The 

method employs individuals who are familiar with a particular job to identify its major 

components. They then rank and validate specific behaviours for each of the components. 

BARS require considerable employee participation; its acceptance by both supervisors and 

their subordinates may be greater. Proponents of BARS also claim that such a system 

differentiates among behaviour, performance and results, and consequently is able to provide 

a basis for setting developmental goals for the employee. Because it is job - specific and 

identities observable and measurable behaviour, it is more reliable and valid method for 

performance appraisal.  

2) Assessment Centre: 

This method of appraising was first applied in German Army in 1930. Later business 

and industrial houses started using this method. This is not a technique of performance 

appraisal by itself. In fact it is a system or organization, where assessment is done by several 

individuals and also by various experts by using various techniques. 

In this approach individual from various departments are brought together to spend two or 

three days working on an individual or a group assignment similar too the ones they'd be 

handling when promoted. All assess get an equal opportunity to show their talents and 

capabilities and secure promotion based on merit. An assessment model is shown below. 

Human Resource Accounting deals with cost of and contribution of human resource to 

the organization. Cost of the employee includes cost of manpower planning, recruitment, 

selection, induction, placement, training, development, wages and benefits etc. employee 

contribution is the money value of employee service which can be measured by labour 

productivity or value added by human resources. 

3) Management by objectives: 

Although the concept or management by objectives was advanced by Peter F.Duckers 

way back in 1954, it was described only recently as 'large range' in performance appraisal. 

Refinements brought out by George Odione, Valentines, Humble and others have enriched the 

concept and made it more acceptable all over the globe as an MBO in their work settings. Some 
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of the companies which implemented MBO reported excellent results, others disappointments, 

and many in decisions. Started briefly, MBO is a process whereby the superiors and 

subordinate managers of an organization joint ly  identify its common goals, define each 

individual's major areas of responsibility in terms of results excepted of him, and use these 

measures of guides for operating the unit and assessing the contribution of its members. 

Generally, the unit and assessing the contribution of its members. 

 Generally the 1VIBO is undertaken along the following lines. 

• The subordinate and superior jointly determine goals to be accomplished during the 

appraisal period and what level of performance is necessary for the subordinate to 

satisfactory achieve specific goals. 

• During the appraisal period the superior and subordinate update and later goals as necessary 

due to changes in the business environment. 

4)  Counselling: 

After the performance of the employee is appraised, the superior should inform the 

employee about the level of his performance, the reason for the same, need for and the 

methods of improving the performance. The superior should counsel the employee about 

his performance and the methods of improving it. 

Counselling is a planned, systematic intervention in the life of an individual who 

is capable of choosing the goal and the direction of his development. Thus, the purpose 

of counselling is to help the employee aware of his own performance, his strengths and 

weakness, opportunities availabilities available for performance counselling can be done 

in the form of performance interview by the superior. 

5) Managerial Appraisal: 

It is relatively easy to appraise the performance of technical or operative employees 

compared to managerial personnel. This is because; the performance of operative employees 

can be measured quantitatively, whereas the performance of managers cannot be determined 

quantitative terms. Harold Koontz has developed a concept of managerial functions, viz., 

planning, organizing, leading motivating, staffing and controlling. Performing a number of or 

series of activities can perform each of these functions. For example, performing staffing 

functions requires performing a series of activities like analysing jobs of his department, 
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planning for human resources, deciding upon internal and external recruitment. Thus each 

function and sub functions of manager are elaborated into a series of activities. The checklist 

contain the questions in these areas is prepared with a five degree rating scale, i.e., externally 

poor performance, neither poor nor fair performance and externally fair performance. Thus this 

technique measures the performance of managers in managing organizational environment. 

 

 

Characteristics of an effective appraisal system: 

The basic purpose of a performance appraisal system is to improve performance of individuals, 

teams, and the entire organization. The system may also serve to assist in the making of administrative 

decisions concerning pay increases, transfers, or terminations. In addition, the appraisal system must 

be legally defensible. Organizations should seek an accurate assessment of performance that permits 

the development of a plan to improve individual and group performance. 

The following factors assist in accomplishing these purposes; 

• Job related criteria: - 

Job relatedness is perhaps the most basic criteria in employee performance appraisal. 

More specifically, evaluation criteria should be determined through job analysis. 

• Performance expectations: - 

Managers and sub-ordinates must agree on performance expectations in advance of the 

appraisal period. On the other hand, if employees clearly understand the expectations, they can 

evaluate their own performance and may timely adjustments as they perform their jobs without 

having to wait for the formal evaluation review. 

• Standardization: - 

Firm should use the same evaluation instrument for all employees in the same job category- 

who work for the same supervisor. Supervisors should also conduct appraisals covering similar periods 

for these employees. Regularly scheduled feedback sessions and appraisal interviews for all 

employees are essential.  
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• Trained appraisers: - 

The individual or individuals who observe at least a representative sample of job performance 

normally have the responsibility for evaluating employee performance. This person is often the 

employee's immediate supervisor. Training should be given to these appraisers to ensure accuracy 

and consistency. A training module posted on the internet or company intranet may serve to provide 

information for managers as needed. 

• Continuous open communication: - 

Most employees have a strong need to know how well they are performing. A good 

appraisal system provides highly desired feedback on a continuing basis. There should be few 

surprises in the performance review. 

• Performance reviews: - 

A performance review allows them to detect any errors or omissions in the appraisal, or 

an employee may simply disagree with the evaluation and want to challenge it. Constant employee 

performance documentation is vitally important for accurate performance appraisal. 

• Due process: - 

Ensuring due process is vital. If the company does not have a formal grievance procedure, it should 

develop one to provide a employees an opportunity to appeal appraisal results that they consider 

inaccurate or unfair. They must have a procedure for pursuing their grievances and having them 

addressed objectively. 
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Chapter -5 

Data analysis & Interpretation 
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   Data Analysis and Interpretation 

 

1. What is the objective of current appraisal system in your perception? 

                     Table No: 1 

 

 

 

 

 

 
 The above table format shows the following graphical presentation 

 

 

 

Interpretation: 

 The above table shows that 30% of the respondents expresses promotion is the objective 

of the appraisal system.30% of the respondents express that training and development and 20% 

of the respondents expressed as salary hikes and 10% of the respondents say rewards and 10% 

of the respondents expressed punishments are the objectives of the current appraisal system. 
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Attributes Respondents Percentage 
Promotions 33 30% 
Salary hikes 22 20% 
Rewards 11 10% 
Punishments 11 10% 
Training and development 33 30% 
Total 110 100% 
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2. Are you aware about the performance appraisal system in your organization? 

     Table No: 2 

Attributes Respondents Percentage 
Yes 86 78% 
No 24 22% 
Total 110 100% 

 

 

 

 

 

 

Interpretation: 

 From the above table 78% of the respondents says that they are aware about the 

performance appraisal system and 22% of the respondents says no that they are not aware 

about performance appraisal system in the organization. 
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3. How often performance appraisals are made in your organization? 

     Table No: 3 

Attributes 
 

Respondents Percentage 

Monthly 34 31% 

Quarterly 27 24% 

Half yearly 21 19% 

Annually 28 26% 

Total 110 100% 

 

The above table format shows the following graphical presentation 

                         

 

 

Interpretation: 

 The above table shows that 31% of the respondents say that the appraisals are made 

monthly and 24% of the respondents say that the appraisals are made quarterly and another 

19% of respondents says half yearly and 21% of the respondents says half yearly in their 

organization. 
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4. Does the management inform you about the performance appraisal system at the beginning 
of the appraisal period? 

     Table No: 4 

Attributes Respondents Percentage 
Always 93 85% 
Sometimes 11 10% 
Rarely 6 5% 
Total 110 100% 

 

       The above table format shows the following graphical presentation 

                  

 

Interpretation: 

 The above table shows that 85% of the respondents express that the management 

always informs about the appraisal system, 10% of the respondents says that the management 

sometimes informs and 5% of the respondents says that the management rarely informs about 

the appraisal system at the beginning of the appraisal period.  
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5. The recommendation of performance appraisal is used for? 

                                                             Table No: 5 

Attributes Respondents Percentage 
Extension of probationary period 17 14% 

Consider for training & development 71 65% 
Transfer to other type of work 14 13% 
Increment of salary 2 2% 
Ready for promotion 2 2% 
Termination 4 4% 
Total 110 100% 

 

The above table format shows the following graphical presentation 

                        

 

 

Interpretation: 

 From the above table 62% of the respondents says that performance appraisal is used 

for training and development, 16% of the respondents says that extension of probationary 

period, 14% of the respondents says that transfer of other type of work and 4% of the 

respondents says for termination, 2% of respondents says for increment of salary and another 

2% of respondents says for promotion the performance appraisal is used. 
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6. Performance appraisal goals set for are realistic, achievable, and measurable? 

          Table No: 6 

Attributes Respondents Percentage 
Strongly agree 28 25% 
Agree 54 49% 
Neither agree nor disagree 15 14% 
Disagree 8 7% 
Strongly disagree 5 5% 
Total 110 100% 

 

The above table format shows the following graphical presentation 

 

 

                 

 

Interpretation: 

 From the above table 49% of the respondents agrees the above statement, 25% of the 

respondents strongly agrees, 15% of the respondents neither agree nor disagree, 8% of the 

respondents disagree and 5% of the respondents says strongly disagree the above statement. 
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7. Evaluation criteria of the performance appraisal system is unbiased? 

                                                                 Table No: 7 

Attributes Respondents Percentage 
Strongly agree 18 16% 
Agree 28 26% 
Neither agree nor disagree 9 8% 
Disagree 49 45% 
Strongly disagree 6 5% 
Total 110 100% 

 

The above table format shows the following graphical presentation 

                                

 

 

 

Interpretation: 

                From the above table 26% of the respondents agrees the above statement, 16% of 

the respondents strongly agrees, 9% of the respondents neither agree nor disagree, 49% of the 

respondents disagree and 5% of the respondents says strongly disagree the above statement. 
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8. The present performance appraisal of your organization distinguishes performers and non-
performers? 

                                                            Table No: 8 

Attributes Respondents Percentage 
Strongly agree 7 6% 
Agree 44 40% 
Neither agree nor Disagree 19 17% 
Disagree 35 31% 
Strongly disagree 5 5% 
Total 110 100% 

 

The above table format shows the following graphical presentation 

                         

                                     

 

Interpretation: 

                From the above table 40% of the respondents agrees the above statement, 6% of the 

respondents strongly agrees, 17% of the respondents neither agree nor disagree, 31% of the 

respondents disagree and 5% of the respondents says strongly disagree the above statement. 
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9. How were the nonperformers managed in your organization? 

                                                                Table No: 9 

Attributes Respondents Percentage 
Training to develop their skills 52 47% 
Counselling is done 23 21% 
Termination 4 4% 
Others 31 28% 
Total 110 100% 

 

The above table format shows the following graphical presentation 

 

                      

 

Interpretation: 

 The above table shows that 47% of the respondents says that nonperformers are 
trained to develop their skills, 21% of the respondents says that nonperformers are managed 
through counselling, 4% of the respondents says that nonperformers are terminated, 28% of 
the respondents says that others 
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10. Performance appraisal system is useful contributor to encourage employee to perform 
better on their jobs? 

                                                            Table No: 10 

Attributes Respondents Percentage 
Yes 96 87% 
No 14 13% 
Total 110 100% 

 

The above table format shows the following graphical presentation 

                       

 

Interpretation: 

 From the above table, 87% of the respondents says yes for the above 
statement, 13% of the respondents says no for the above statement 
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11. Performance appraisal system helps to identify the strengths and weaknesses of an 
employee? 

                         Table No: 11 

Attributes Respondents Percentage 
Yes 91 83% 
No 19 17% 
Total 110 100% 

 

The above table format shows the following graphical presentation 

                                 

 

 

 

Interpretation: 

 From the above table, 83% of the respondents says yes for the above 
statement, 17% of the respondents says no for the above statement. 
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12. Performance appraisal influences employee performance in the organization? 

   Table No: 12 

Attributes Respondents  Percentage 
Strongly agree 62 56% 
Agree 48 44% 
Neither agree nor disagree 0 0% 
Disagree 0 0% 
Strongly disagree 0 0% 
Total 110 100% 

 

The above table format shows the following graphical presentation 

                               

 

 

 

Interpretation: 

                From the above table 44% of the respondents agrees the above statement, 56% of the 

respondents strongly agrees, 0% of the respondents neither agree nor disagree, 0% of the 

respondents disagree and 0% of the respondents says strongly disagree the above statement. 
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13. Do you have expectations before the process of performance appraisal? 

   Table No: 13 

Attributes Respondents Percentage 
Frequently 52 47% 
Often 38 35% 
Sometimes 18 16% 
Never 2 2% 
Total 110 100% 

 

The above table format shows the following graphical presentation 

 

                             

 

Interpretation: 

 From the above table 47% of the respondents says that the expectations 

are established frequently, 35% of the respondents express expectations are established often 

and 16% are sometimes established and 2% of the respondents says that expectations are not 

established before the performance appraisal. 
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14. Are you satisfied with appraisal process of your organization? 

   Table No: 14 

Attributes Respondents Percentage 
Yes 99 90% 
No 11 4% 
Total 110 100% 

 

The above table format shows the following graphical presentation 

                             

 

 

Interpretation: 

 From the above table, 90% of the respondents says yes for the above 

statement, 10% of the respondents says no for the above statement. 
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15. Rate the performance appraisal process in your organization? 

   Table No: 15 

Attributes Respondents Percentage 
Excellent 84 76% 
Good 22 20% 
Average 4 4% 
Poor 0 0% 
Total 110 100% 

 

The above table format shows the following graphical presentation 

                                       

 

 

 

Interpretation: 

 From the above table 78% of the respondents rate the performance 

appraisal as excellent, 18% of the respondents expressed as good and 4% of the respondents 

rated as average. 
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Chapter -6  

➢ Findings & Suggestions 
➢ Conclusion 
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Findings 

➢ Majority of the respondents (65%) agree that performance appraisal is used for 

considering the training and development. 

➢ Majority of the respondents have awareness about the performance appraisal system. 

➢ 45% of the respondents disagree that the evolution criteria of the performance appraisal 

system is unbiased. 

➢ Majority of the respondents (30%) agree that promotions or training and development 

is the objective of the current appraisal system in their perception. 

➢ 85% of the respondents agree that performance appraisal system encourages employee 

to perform better on their jobs. 

➢ Majority of the respondents agree that the management informs them about the 

performance appraisal at the beginning. 

➢ 56% of the respondents agree that performance appraisal influences employee 

performance in the organisation. 

➢ Majority of the respondents (47%) frequently have expectations before the performance 

appraisal process. 

➢ 76% of the respondents agree that the organisation performance appraisal process is 

excellent. 
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Suggestions 

➢ Some employees are not aware about the performance appraisal system in the 

organisation. 

➢ Some employees feel that performance appraisal goals are not realistic, achievable and 

measurable. 

➢ 10% of the respondents agree that only sometimes the management informs them about 

the performance appraisal system at the beginning of the appraisal period. 

➢ Majority of the respondents disagree that performance appraisal system criteria is 

unbiased. 

➢ 17% of the respondents disagree that performance appraisal system helps to identify 

the strengths and weaknesses of an employee. 

➢ Some of the respondents are not satisfied with the performance appraisal process in the 

organisation. 
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Conclusion: 

   The performance appraisal plays a very important role in building the career of an individual. 

It helps in building the motivation and confidence levels of the employees, it is a scientific and 

systematic process which enable employee to know his/her actual performance which allows 

to reach the expected performance better and maintain it. 

  A formal performance review is important as it give an opportunity to get an overall view of 

job performance and staff development. 
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              QUESTIONNAIRE ON PERFORMANCE APPRRAISAL 

NAME:     DESIGNATION: 

GENDER:     EXPERIENCE:  AGE: 

1. What is the objective of current appraisal system in your perception? 

  a) Promotions               b) Salary hikes 

  c) Rewards              d) Punishments       e) Training and development 

2. Are you aware about the performance appraisal system in your organization? 

      a) Yes    b) No 

3. How often performance appraisals are made in your organization? 

  a) Monthly         b) Quarterly  c) Half yearly      d) Annually 

4. Does the management inform you about the performance appraisal system at the beginning 

of the appraisal period? 

  a) Always        b) Sometimes                  c) Rarely 

5. The recommendation of performance appraisal is used for 

  a) Extension of probationary period                  b) Consider for training &development 

  c) Transfer to other type of work                   d) Increment of salary                

   e) Ready for promotion                                 f) Termination 

6. Performance appraisal goals set for are realistic, achievable and measurable. 

  a) Strongly agree    b) Agree    c) Neither agree nor disagree  

   d) Disagree     e) Strongly disagree 

7. Evaluation criteria of the performance appraisal system is unbiased. 

  a) Strongly agree    b) Agree    c) Neither agree nor disagree  

   d) Disagree                e) Strongly disagree 
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8. The present personal appraisal of your organization distinguishes performers and Non-

performers? 

  a) Strongly agree    b) Agree    c) Neither agree nor disagree   

  d) Disagree                e) Strongly disagree 

9. How were the nonperformers managed in your organization? 

   a) Training to develop their skills    b) Counselling is done      

    c) Termination                                 d) Others 

10. Performance appraisal system is useful contributor to encourage employee to perform better 

on their jobs? 

                a) Yes    b) No 

11. Performance appraisal system helps to identify the strengths and weakness of an employee? 

      a) Yes                 b) No 

12. Performance appraisal influences employee performance in the organization? 

  a) Strongly agree    b) Agree    c) Neither agree nor disagree  

   d) Disagree      e) Strongly disagree 

13. Do you have expectations before the process of  performance appraisal? 

  a) Frequently   b) Often  c) Sometimes  d Never 

14. Are you satisfied with appraisal process of your organization? 

                 a) Yes                b) No 

15. Rate the performance appraisal process in your organization? 

  a) Excellent    b) Good     c) Average      d) Poor 
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Introduction 

Every modern economy is based on a sound financial system. A financial system is a set of 

institutional arrangements through which financial surpluses are mobilized from the units 

generating surplus income and transferring them to the others in need of them. The activities 

include production, distribution, exchange and holding of financial assets/instruments of different 

kinds by financial institutions, banks and other intermediaries of the market. The financial markets 

have two major components. They are money market and capital market 

A derivative is a financial instrument whose value depends on other, more basic, underlying 

variables. The valuable underlying could be prices of traded securities and stocks, prices of gold or 

copper. Derivatives have increasingly important field of finance, options and futures are traded 

actively on many exchanges, Forward contacts, Swap and different types of options are regularly 

traded outside exchanges by financial institutions, Banks and their corporate clients in what are 

termed as over the counter markets. In other words, there no single market place organized 

exchanges 

A derivative security is a security whose value depends on the value of together more basic 

underlying variable. These are also known as contingent claims. Derivatives securities have been 

very successful in innovation in capital markets. 

The emergence of the market for derivative products most notably forwards, futures and options 

can be traced back to the willingness of risk adverse economic agents to guard themselves against 

uncertainties arising out of fluctuations in asset prices. By their very nature, financial markets are 

market by a very high degree of volatility. Though the use of derivative products, it is possible to 

partially or fully transfer price risks by locking – in asset prices. As instrument of risk 

management these generally don’t influence the fluctuations in the underlying asset prices.  

However, by locking-in asset prices, derivative products minimize the impact of fluctuations in 

asset prices on the profitability and cash-flow situation of risk-averse investor. 

Derivatives are risk management instruments which derives their value from an underlying asset. 

Underlying asset can be Bullion, Index, Share, Currency, Bonds, Interest, etc. 



 

 

Stock Exchanges 

Stock Exchange-traded derivatives are divided into those traded on a futures exchange such as 

(options and futures) and securities exchanges like warrants, structured products. 

Over the Counter Market 

Derivatives traded OTC is not regulated in terms of their features and contractual provisions. 

 

 

 

 

 

 

 

 

 



 

 

1.1 Need for the Study: 

Measurements of derivatives are efficient financial tools used by the financial advisors to hedge 

risk. These are also proved practically as efficient financial instruments to reduce risk. So there is a 

lot of scope for development in derivative market. Some sections of people unaware of these. 

These instruments help to decrease impact of recession on market by attracting the investors with 

low risk. An investor can choose the right underlying or portfolio for investment which is risk free. 

Not only that, this study also covers the strategies followed by the investors in different market 

conditions. 

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

1.2 Objectives of the Study: 



 

 To understand the concept of financial derivatives in India. 

 To analyze the concept of the Financial Derivatives and derivative trading such as 

Futures and Options. 

 To understand how derivatives are utilized by market participants. 

 To know the payoff of derivative products using options strategies. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

1.3 Scope of the Study: 
The study is limited to “Derivatives” with special reference to Options in the Indian context, and 

the bonanza portfolio has been taken as representative sample for the study. The study cannot be 

said as totally perfect, any alteration may come. The study is made as a humble attempt to evaluate 

Derivatives Markets in Indian context. The study is not based on the International perspective of 

the Derivatives Markets. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

1.4 Methodology of the Study: 



 

While deciding about the method of data collection to be used for the study, the researcher kept in 

mind for two types of data.  

Collection of Data Sources: 

1. Primary data 

      2.  Secondary data      

Primary Data:  

Raw data or primary data is a term for data collected at source. This type of information is 

obtained directly from first hand sources by means of surveys, observations and experimentation 

but not subjected to any processing or manipulation, this is called Primary data. 

Secondary Data:  

Secondary data means that are already available i.e., they refer to the data which have already been 

collected and analyzed by someone else. When the researcher utilizes secondary data, then he has 

to look into various sources from where he can obtain them.  

Example: 

The secondary data needed for the study was collected from published sources such as,  

 Reference from textbooks and journals,  

 Magazines, 

 Internet. 

 

 

 

 

 

 

 

 

Tools for Methodology: 



 

 The data collection is made on the basis of “Time Series Data” collection model. There are 

different tools available for study of performance of selected companies Payoffs in 

different periods.   

                        The data analysis index is selected in random from list of different indexes like 

nifty, sensex, dowjones, nikki, etc. that are suitable to our study. So here the technique which is 

used to analyze the data that are used for the study is “Random Sampling Technique “ 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

1.5 Limitations of the Study: 



 

 The study is based on only in Indian Context of the Derivative Markets. The study is not 

based on the International perspective of the DerivativeMarkets.. 

 Study is limited to only Options.  

 Study is limited to selected indices only.  

 Brokerages, taxes are ignored (not taken into study). 

 Time period is limited to 45 days only.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Industry Profile 

Securities Market and Financial System: 



 

The securities market has two interdependent and inseparable segments, the new issues (primary 

market) and the stock (secondary) market. 

Primary Market: 

The primary market provides the channel for sale of new securities. Primary market 

provides opportunity to issuers of securities; government as well as corporates, to raise resources 

to meet their requirements of investment and/or discharge some obligation. 

They may issue the securities at face value, or at a discount/premium and these securities may take 

a variety of forms such as equity, debt etc. They may issue the securities in domestic market 

and/or international market. 

The primary market issuance is done either through public issues or private placement. A 

public issue does not limit any entity in investing while in private placement, the issuance is done 

to select people. In terms of the Companies Act, 1956, an issue becomes public if it results in 

allotment to more than 50 persons. This means an issue resulting in allotment to less than 50 

persons is private placement. There are two major types of issuers who issue securities. The 

corporate entities issue mainly debt and equity instruments (shares, debentures, etc.), while the 

governments (central and state governments) issue debt securities (dated securities, treasury bills). 

The price signals, which subsume all information about the issuer and his business 

including associated risk, generated in the secondary market, help the primary market in allocation 

of funds. 

Secondary Market: 
Secondary market refers to a market where securities are traded after being initially offered 

to the public in the primary market and/or listed on the Stock Exchange. Majority of the trading is 

done in the secondary market. Secondary market comprises of equity markets and the debt 

markets. 

 

The secondary market enables participants who hold securities to adjust their holdings in 

response to changes in their assessment of risk and return. They also sell securities for cash to 

meet their liquidity needs. The secondary market has further two components, namely the Over the 

Counter (OTC) market and the exchange traded market. OTC is different from the market place 

provided by the Over The Counter Exchange of India Limited. OTC markets are essentially 

informal markets where trades are negotiated. Most of the trades in government securities are in 



 

the OTC market. All the spot trades where securities are traded for immediate delivery and 

payment take place in the OTC market. The exchanges do not provide facility for spot trades in a 

strict sense. Closest to spot market is the cash market where settlement takes place after some 

time. Trades taking place over a trading cycle, i.e. a day under rolling settlement, are settled 

together after a certain time (currently 2 working days). Trades executed on the National Stock 

Exchange of India Limited (NSE) are cleared and settled by a clearing corporation which provides 

novation and settlement guarantee. Nearly 100% of the trades settled by delivery are settled in 

demat form. NSE also provides a formal trading platform for trading of a wide range of debt 

securities including government securities. 

A variant of secondary market is the forward market, where securities are traded for future 

delivery and payment. Pure forward is outside the formal market. The versions of forward in 

formal market are futures and options. In futures market, standardized securities are traded for 

future delivery and settlement. These futures can be on a basket of securities like an index or an 

individual security. In case of options, securities are traded for conditional future delivery. There 

are two types of options–a put option permits the owner to sell a security to the writer of options at 

a predetermined price while a call option permits the owner to purchase a security from the writer 

of the option at a predetermined price. These options can also be on individual stocks or basket of 

stocks like index. Two exchanges, namely NSE and the Bombay Stock Exchange, (BSE) provide 

trading of derivatives of securities. 

The past few years in many ways have been remarkable for securities market in India. It 

has grown exponentially as measured in terms of amount raised from the market, number of stock 

exchanges and other intermediaries, the number of listed stocks, market capitalization, trading 

volumes and turnover on stock exchanges, and investor population. Along with this growth, the 

profiles of the investors, issuers and intermediaries have changed significantly. The market has 

witnessed fundamental institutional changes resulting in drastic reduction in transaction costs and 

significant improvements in efficiency, transparency and safety. 

Reforms in the securities market, particularly the establishment and empowerment of 

Security Exchange Board of India (SEBI), market determined allocation of resources, screen based 

nation-wide trading, dematerialization and electronic transfer of securities, rolling settlement and 

ban on deferral products, sophisticated risk management and derivatives trading, have greatly 

improved the regulatory framework and efficiency of trading and settlement. Indian market is now 

comparable to many developed markets in terms of a number of qualitative parameters. 



 

 

Derivative Market: 

Trading in derivatives of securities commenced in June 2000 with the enactment of 

enabling legislation in early 2000. Derivatives are formally defined to include: (a) a security 

derived from a debt instrument, share, loan whether secured or unsecured, risk instrument or 

contract for differences or any other form of security, and (b) a contract which derives its value 

from the prices, or index of prices, or underlying securities. Derivatives trading in India are legal 

and valid only if such contracts are traded on a recognized stock exchange, thus precluding OTC 

derivatives. 

Derivatives trading commenced in India in June 2000 after SEBI granted the approval to 

this effect in May 2000. SEBI permitted the derivative segment of two stock exchanges, i.e. NSE 

and BSE, and their clearing house/corporation to commence trading and settlement in approved 

derivative contracts. 

To begin with, SEBI approved trading in index futures contracts based on S&P CNX Nifty 

Index and BSE-30 (Sensex) Index. This was followed by approval for trading in options based on 

these two indices and options on individual securities. The derivatives trading on the NSE 

commenced with S&P CNX Nifty Index futures on June 12, 2000. The trading in S&P CNX Nifty 

Index options commenced on June 4, 2001 and trading in options on individual securities 

commenced on July 2, 2001. Single stock futures were launched on November 9, 2001. In June 

2003, SEBI – Reserve Bank of India (RBI) approved the trading on interest rate derivative 

instruments. 

The Mini derivative Futures & Options contract on S&P CNX Nifty was introduced for 

trading on January 1, 2008 while the long term option contracts on S&P CNX Nifty were 

introduced for trading on March 3, 2008. 

 
Regulatory Framework: 

The five main legislations governing the securities market are:  

(a) The SEBI Act, 1992 which established SEBI to protect investors and develop and 

regulate securities market. 

(b) The Companies Act, 1956, which sets out the code of conduct for the corporate sector 

in relation to issue, allotment and transfer of securities, and disclosures to be made in public 

issues. 



 

(c) The Securities Contracts (Regulation) Act, 1956, which provides for regulation of 

transactions in securities through control over stock exchanges. 

(d) The Depositories Act, 1996 which provides for electronic maintenance and transfer of 

ownership of demat securities and  

(e) The Prevention of Money Laundering Act, 2002 which prevents money laundering and 

provides for confiscation of property derived from or involved in money laundering. 

An up-beat mood of marketplace was lost abruptly with the Harshad Mehta scam. This 

came to the public knowledge that Harshad Mehta, who is also called as big-bull and giant of 

Indian stock market which diverted huge fund from banks by fraudulent means. He also played 

with millions of shares of many companies. For preventing such frauds, Government formed 

SEBI, through Act in 1992. The SEBI is statutory body which regulates and controls functioning 

of brokers, stock exchanges,portfolio manager investment advisors, sub-brokers, etc. SEBI obliged 

several tough measures to protect interest of investor. Now with inception of the online trade and 

every day settlements chances for fraud are nil, top official of SEBI. Sensex crossed 5000 mark in 

year 1999 and 6000 mark in year 2000. Foreign institutional investor (FII) is investing in stock 

markets in India on very large scale. Liberal economic policies pursue by successive Government 

attracted many foreign institutional investors towards large scale. The impulsive behavior and 

action of market dedicated it tag - 'volatile market.' The factors which affected market in past were 

the good monsoon, rise to power of BJP etc. The result of cricket matches between Pakistan and 

India also affected movements of stock broking in India. National Democratic Alliance which was 

led by BJP, in 2004 the public election unsuccessfully tried for riding on market sentiment to 

power. NDA is voted out of the power and Sensex recorded biggest fall in day amidst fears which 

Congress-Communist coalitions would have stall economicreform. 

  

India, after US hosts the large number of the listed companies. The Global investors now 

seek India as preferred location for the investment. Stock market now also appeals to the middle 

class Indians. Most of the Indian working in foreign country now diverts their savings to the 

stocks. This new phenomenon is result of diminished interest rate from banks and opening of the 

online trading. Stock brokers based in the India are opening office in different country mainly to 

cater needs of the Non Resident Indians. They can sell or buy stocks online while returning from 

work places. The recent incidents which led to the growing interests among all Indian middle class 

is initial public offer announced by ONGC, MarutiUdyog Limited, Tata Consultancy Services and 



 

many big names like such. A bullish run of stock market can associated with steady growth of  6% 

in GDP, growth of Indian company to MNCs, the large potential of the growth in fields of mass 

media, telecommunication, education, IT sectors and tourism backed by the economic reforms 

ensures that  the Indian stock market continue its bull run. 

Stock Exchange: 

A Stock Exchange is a place that provides facilities to stock brokers to trade company 

stocks and other securities. A stock may be bought or sold only if it is listed on an exchange. Thus 

it is the meeting place of the stock buyers and sellers. 

Stock Exchange an Overview:  

Stock exchange contributes in a huge measure to the growth and expansion of national 

business and to the ultimate benefit and well-being of the national economy and its people. They 

provide an ideal conduit through which enormous amounts of capital flows through the 

interconnected network of financial organization to all corporate enterprises in the country. Thus, 

stock exchange ensures liquidity and transferability of financial assets that are dealt with. 

Stock exchange provides an organized marketplace for the investors to buy and sell 

securities freely. The market offers perfectly competitive conditions where a large number of 

sellers and buyers participate. Further, stock exchange provides an auction market in which 

members of the exchange participate to ensure continuity of price and liquidity to investors. 

The efficient functioning of the stock exchange is responsible for creating a conductive 

climate for an active and growing primary market for new issues. Moreover, an active and a 

healthy secondary market in existing securities leads to a better psychology of expectations, 

considerably broadening the investment enquiries and thereby, rendering the task of raising 

resources by entrepreneurs easier. Good performance and outlook for equities in the stock 

exchange imparts buoyancy to the new issue market. 

Definition: 

According toHastings, “stock exchange or securities market comprises all the places where 

buyers and sellers of stocks and bonds or their representatives undertake transactions involving the 

sale of securities”.     

http://www.articlesfactory.com/


 

According to section 2(3) of the securities Contract Regulation Act 1956, “The stock 

exchange has been defined as anybody of individual whether incorporated or not, constituted for 

the purpose of assisting, regulating or controlling the business of buying, selling or dealing in 

securities.” 

Under the said Act, the following securities can be traded at the stock exchange. 

 Shares, scripts, stocks, bonds, debentures stocks or other marketable securities of a like 

nature in or of any incorporated company or other body of corporate.  

 Government securities and Rights or interests in securities.  

The stock exchange provides a marketplace for purchase and sale of securities as above stated. 

It ensures the free transferability of securities, which is the essential basis of corporate system. The 

private corporate system cannot function efficiently without the existence of stock exchange in an 

economy. The stock market assures the owners of corporate securities to sell their holdings at any 

time and thereby provides liquidity. 

 

Meaning: 

1. A Stock Exchange constitutes anybody of individual, whether incorporated or not, 

constituted for the purpose of assisting, regulating or controlling the business of buying, selling or 

dealing in securities. It serves as a special marketplace for facilitating transaction in existing 

corporate securities at prices that are “fair and equitable”. A stock exchange contributes to 

enhancing the investment opportunities of goods and rendering of services, so as to promote a 

desirable allocation of the funds among various sectors of the economy. 

2. The stock market is regarded as the economic barometer of a country indicating the 

nature of the economic environment at any point of time. It is the market place where the corporate 

and the government securities are traded and exchanged. It regularly provides sufficient 

marketability and price continuity to the listed scrip’s. Further, it is the only market which can 

extend reasonable safety and fair and equitable dealing in the buying and selling of securities, thus, 

enhancing the opportunities available to the investors at large. 

Functions of Stock Exchange: 

 The stock market is one of the most important sources for companies to raise money. This 

allows businesses to go public, or raise additional capital for expansion. The liquidity that 

an exchange provides affords investors the ability to quickly and easily sell securities. This 



 

is an attractive feature of investing in stocks, compared to other less liquid investments 

such as real estate.  

 The prices of shares and other assets is an important part of the dynamics of economic 

activities, and can influence or be an indicator of social mood. Rising share prices for 

instance, tend to be associated with increased business investment and vice-versa. Share 

prices also affect the wealth of households and their consumption. Therefore, Central banks 

tend to keep an eye on the control and behavior of the stock market and, in general, on the 

smooth operation of financial system functions.  

 Exchanges also act as the clearing houses for each transaction, meaning that they collect 

and delivery the shares and guarantee payment to seller of a security. This eliminates the 

risk to an individual buyer or seller that the counterparty could default on the transaction.  

 The smooth functioning of all these activities facilitates economic growth, in that lower, 

costs and enterprise risk promote the production of goods and services as well as 

employment. In this way the financial system contributes to increased prosperity.  

History of Stock Exchange: 

The first organized stock exchange in India is the Bombay Stock Exchange (BSE), which 

was established in 1875. But trading in securities used to take place much earlier in the 18th 

century, and share quotations wee published in contemporary newspapers. However, dealings were 

not regulated by any code of rules, nor any hours of business prescribed or nor was there any 

committee to supervise the conduct of members. Dealers congregated under some tree in open 

fields for the purpose of transacting business. 

  The advent of western styled business practices in India in the early 18th century 

commenced with the establishment of the East India Company’s in India. Towards the close of the 

18th century, the East India Company naturally dominated business in securities and loan 

transactions. Evidence of the existence of trading in stocks of banks and certain companies is 

available in price quotations in contemporary newspapers. By the 1830’s, there was a perceptible 

rise in the volume of business in loans of corporate stocks and shares. In 1836, the “Englishmen” 

of Calcutta reported quotation of 4 percent, 5 percent and 6 percent loans of the East India 

Company as well as shares of Bank of Bengal. Shares of bans like the “Corporation Bank”, the 

“Oriental Bank”, the “Chartered Mercantile Bank”, the “Chartered Bank” and the old “Bank of 

Bombay” were traded. In 1839, the trading list was broader in Calcutta, where newspapers gave 



 

quotations of bank like “Union Bank”, the “Agra Bank” and business ventures like “Bengal 

Bonded Warehouse”, the “Docking Company” and “Steam Tug Company”. Between 1840-50, 

banks recognized about half a dozen brokers and merchants in Bombay.          

  In 1850, the Companies Act introducing limited liability was enacted and the era of joint 

stock enterprises began in India. By the mid 19th century, railways were extended, telegraph was 

introduced, and hence communication expanded. Consequently, the country witnessed rapid 

development of commercial activity. Internal trade and commerce gradually improved and 

broadened. This was followed by a growth in corresponding demand for Indian goods in Europe. 

Eventually, the brokers participated in this general progress and prosperity. 

  The American Civil War of 1860-65 had widespread impact on the fledging India share 

market. The supply of cotton to Europe was totally stopped, and India, especially Bombay, the 

cotton belt, became the major supplier. There was an unlimited demand for Indian cotton. exports 

doubled between 1861-65. The price of cotton shot up as the Civil War progressed. The bulk of 

these exports were paid in bullion. The largest flow was in 1864-65, the last year of the war. The 

flush of gold bullion spawned numerous ventures in a wave of speculation. Companies were 

floated for every imaginable purpose-banks, financial association, land reclamation, trading, cotton 

cleaning, pressing, hotels, shipping and steamer companies, etc. every company that was floated 

commanded a premium. 

 

 

Indian Stock Exchanges: 

Origin and Growth:  

Stock market transactions in India first originated in the later part of the 18th century with 

the dealings of the stock transactions of the East India Company. Corporate trading of shares came 

into the picture in 1830. The enactment of the Companies Act in 1850, marked the beginning of 

the new era in the realm of stock markets in India. The Act contained many features that were 

considered significant in as far as they contributed to the growth and the development of the stock 

exchanges across the country. The introduction of limited liability marked the era of modern joint 

stock enterprises. 

Before World War I: 



 

On the eve of the First World War, the Indian Stock Market comprised three exchanges. 

During this period, all imports into Indian ceased and the Indian manufactures were faced with a 

boom. As the industrial activity in Europe centered on producing good required for the war, the 

Indian industries expand to cater the demand. 

 

Bombay Stock Exchange (BSE): 

The first stock exchange was known as “The Bombay Stock Exchange” (BSE), which was 

established in 1887, by formalizing the deed of  association of Native Shares and Stock Brokers 

Association. The Association was set up in the year 1875. The Bombay Stock Exchange made a 

significant contribution to the growth of the cult and to the development of the Indian capital 

market. 

Ahmadabad Stock Exchange:  

  This was the second stock exchange, of which came into existence in 1894 under the name 

of “The Ahmadabad Shares and Brokers Association”. The major factor behind its establishment 

was the mushroom growth of cotton textile units in this region. This exchange was organized 

practically on the lines of the Bombay stock exchange. 

 

Calcutta Stock Exchange: 

This was the third stock exchange to be set up in India at the beginning of the 19th century. 

This came into existence under the name of “The Calcutta Stock Exchange Association” in 1908. 

The industries that contributed to its birth were the jute industry of Bengal and the coal and mining 

industry of Bihar, Orissa and Bengal. 

After World War II: 

The Second World also resulted in a sharp boom and mushroom growth of Indian 

industries. The boom also resulted in the establishment of various stock exchanges in the country. 

During the Second World War, a few new stock exchanges such as Hyderabad, Bangalore, Indore, 

etc came into existence. Under the provisions of the Securities Contract Regulation Act (SCRA) 

1956, Central Government granted recognition to establish stock exchange at Bombay, 



 

Ahmadabad, Calcutta, Madras and Delhi in 1957, and stock exchange at Hyderabad and Indore in 

1958. 

Regulation of Stock Exchanges: 

All stock exchanges were subject to self-regulation till 1956, whereby the regulation 

emanated from their own management bodies, i.e. Board of Governors. Now, Indian stock 

exchanges are subject to three-tier regulation. The first level constitutes the authority exercised by 

the Central Government under the Indian Constitution and through its Ministry of Finance (Stock 

Exchange Division) over the functioning of the stock exchanges. 

The authority, however, is regulated primarily through the Securities Contract Regulation 

Act (SCRA), 1956. Further, the Securities and Exchange Board of India (SEBI) also regulates the 

stock exchange in order to protect the interest of investors and to promote the development of 

security markets in India. This constitutes the second-level authority constitutes self-regulation 

whereby all stock exchanges have their own separate rules, byelaws and regulation that are 

exercised through their Governing Board. 

 

 

Regulatory Structure: 

The Stock Exchange Division of Ministry of Finance has its Head Office at Delhi and 

Branch offices at Bombay and Calcutta. The essential functions of the Division are as follows: 

a) Providing linkage between government and stock exchanges. 

b) Monitoring the operation of the stock exchanges 

c) Providing advice to overcome the untoward development and crises. 

d) Ensuring the compliance of listing providers 

e) Ensuring smooth functioning of the stock exchange and 

f) Issuing licenses to brokers and dealers in securities and also in areas beyond the       

jurisdiction of recognized stock exchanges. 

Securities and Exchange Board of India (SEBI): 



 

In 1988, the Securities and Exchange Board of India (SEBI) was established by the 

Government of India through an executive resolution, and was subsequently upgraded as a fully 

autonomous body (a statutory Board) in the year 1992 with the passing of the Securities and 

Exchange Board of India Act (SEBI Act) on 30th January 1992. In place of Government Control, a 

statutory and autonomous regulatory board with defined responsibilities, to cover both 

development and regulation of the market, and independent powers has been set up. Paradoxically 

this is a positive outcome of the Securities Scam of 1990-91. 

The SEBI issues from time to time various rules, regulations and guidelines for promoting 

the development and stabilization of the securities market in India. A few important among them 

are as follows: 

 SEBI (Portfolio Managers) Rules and Regulation, 1992  

 SEBI (Stock Brokers and Sub- Brokers) Rules and Regulation, 1992  

 SEBI (Inside Trading) Regulations. 1992.  

 SEBI (Merchant Bankers) Rules and Regulation,1992  

 SEBI (Mutual Fund) Regulations, 1993.  

 SEBI (Underwriters) Rules and Regulations, 1993.  

 SEBI (Registrars to Issue and Share Transfer Agents) Rules and Regulation. 1993.  

 SEBI (Debentures Trustee) Rules and Regulation, 1993.  

 SEBI (Bankers to an Issue) Rules and Regulation, 1993  

Objectives of SEBI: 

 To protect the interest of the investors in securities.  

 To promote the development of securities market.  

 To regulate the securities market.  

SEBI has regulated the following: 

 Primary market  

 Secondary market  

 Mutual funds and  

 Foreign institutional investments  

Bombay Stock Exchange (BSE): 



 

 

The Bombay Stock Exchange Limited; popularly called The Bombay Stock Exchange or 

BSE is located at Dalal Street, Mumbai. Established in 1875. It is the oldest stock exchange in 

Asia. There are around 5439 Indian companies listed with the stock exchange, and has a 

significant trading volume. As of July 2018, the market capitalization of the BSE was about US 

$2.1 trillion (Rs.150184.87 billion). The BSE SENSEX (Sensitive index), also called the BSE 30, 

is a widely used market index in India and Asia. As of 2018, it is among the 5 biggest stock 

exchanges in the world in terms of transactions volume. Along with the NSE, the companies listed 

on the BSE have a combined market capitalization of Rs. 5.58trilion. 

BSE is the first stock exchange in the country which obtained permanent recognition (in 

1956) from the Government of India under the Securities Contracts (Regulation) Act 1956. BSE's 

pivotal and pre-eminent role in the development of the Indian capital market is widely recognized. 

It migrated from the open outcry system to an online screen-based order driven trading system in 

1995. Today, BSE is the world's number 1 exchange in terms of the number of listed companies 

and the world's 5th in transaction numbers. The market capitalization as on December 31, 2007 

stood at USD 1.79 trillion. 

 The BSE Index, SENSEX, is India's first stock market index that enjoys an iconic stature, 

and is tracked worldwide. It is an index of 30 stocks representing 12 major sectors. The SENSEX 

is constructed on a 'free-float' methodology, and is sensitive to market sentiments and market 

realities. Apart from the SENSEX, BSE offers 21 indices, including 12 sectorial indices. BSE has 

entered into an index cooperation agreement with Deutsche Borse. This agreement has made 

SENSEX and other BSE indices available to investors in Europe and America. Moreover, 

Barclays Global Investors (BGI), the global leader in ETFs through its Shares® brand, has created 

the 'Shares® BSE SENSEX India Tracker' which tracks the SENSEX. The ETF enables investors 

in Hong Kong to take an exposure to the Indian equity market. 



 

Objectives of BSE: 

 To safeguard the interest of investing public having dealing on the exchanges.  

 To establish and promote honorable and just practices in securities transactions.  

 To promote, develop and maintain well-regulated market for dealing in securities.  

 To promote industrial development in the country through efficient resource mobilization 

by the way of investment in corporate securities.  

 

 

National Stock Exchange (NSE): 

 

The National Stock Exchange (NSE) is India's leading stock exchange covering various 

cities and towns across the country. NSE was set up by leading institutions to provide a modern, 

fully automated screen-based trading system with national reach. The Exchange has brought about 

unparalleled transparency, speed & efficiency, safety and market integrity. It has set up facilities 

that serve as a model for the securities industry in terms of systems, practices and procedures. 

NSE has played a catalytic role in reforming the Indian securities market in terms of 

microstructure, market practices and trading volumes. The market today uses state-of-art 

information technology to provide an efficient and transparent trading, clearing and settlement 

mechanism, and has witnessed several innovations in products & services viz. demutualization of 

stock exchange governance, screen based trading, compression of settlement cycles, 

dematerialization and electronic transfer of securities, securities lending and borrowing, 

professionalization of trading members, fine-tuned risk management systems, emergence of 



 

clearing corporations to assume counter party risks, market of debt and derivative instruments and 

intensive use of information technology.  

The National Stock Exchange of India Limited has genesis in the report of the High 

Powered Study Group on Establishment of New Stock Exchanges, which recommended promotion 

of a National Stock Exchange by financial institutions (FII’s) to provide access to investors from 

all across the country on an equal footing. Based on the recommendations, NSE was promoted by 

leading Financial Institutions at the behest of the Government of India and was incorporated in 

November 1992 as a tax-paying company unlike other stock exchanges in the country. 

  On its recognition as a stock exchange under the Securities Contracts (Regulation) Act, 

1956 in April 1993, NSE commenced operations in the Wholesale Debt Market (WDM) segment 

in June 1994. The Capital Market (Equities) segment commenced operations in November 

1994and operations in Derivatives segment commenced in June 2000.NSE has been promoted by 

leading financial institutions, banks, insurance companies and other financial intermediaries. NSE 

is one of the first de-metalized stock exchanges in the country, where the ownership and 

management of the Exchange is completely divorced from the right to trade on it. Though the 

impetus for its establishment came from policy makers in the country, it has been set up as a 

public limited company, owned by the leading institutional investors in the country. 

Advantages of NSE: 

 Wider accessibility  

 Screen based trading  

 Non-disclosure of the trading members identity  

 Transparent transactions  

 Matching of orders  

 Effective settlement of corporate benefit  

 Trading in dematerialized form  

NSE has many firsts to its name such as creation of the first clearing corporation in the 

country in the form of the National Securities Clearing Corporation Limited (NSCCL), including 

the first systematic process of member inspections, building a sophisticated market surveillance 

system, and a country wide high capacity data network supporting close to 200,000 dealers. 



 

NSE is the largest stock exchange of the country. It has a market share of nearly 70% in 

equity trading and 98% in futures and options trading in India. Globally, NSE ranks among the top 

three stock exchanges in terms of number of contracts traded in single stock futures, index futures 

and stock options. We are among the top four of the stock exchanges around the world in terms of 

number of transactions and are also ranked among the top ten largest derivatives exchanges of the 

world. At NSE, we are constantly working towards creating a more transparent, vibrant & 

innovative securities market. This invariably implies that our need for competent people is 

continuous. 

The NSE Group is comprised of National Securities Clearing Corporation Ltd (NSCCL), 

NSE Infotech Services Ltd, NSE IT Limited, India Index Services and Products Limited (IISL), 

Dotex International Ltd., National Securities Depository Limited (NSDL), National Commodity 

and Derivatives Exchange Limited (NCDEX), National Commodity Clearing Limited (NCCL) and 

Power Exchange India Limited (PXI). 

As the leading stock exchange and fiscal entity in the country, we believe in recruiting the 

finest of talent in the industry. We are looking for talent to be developed into future leaders of our 

organization by cross-departmental exposure, continuous self-development opportunities and 

ongoing reinforcement to develop & enhance customer orientation & leadership potential. 

Broking Firms in India: 

Broking firms are the business entities that deal with stock trading. India, with an 

increasing capital market and a growing number of investors, has a number of brokerage firms. In 

Indian retail brokerage industry, the brokerage firms primarily work as agents for buying and 

selling of securities like shares, stocks and other financial instruments and earn commission for 

each of the transactions. There are plenty of brokerage firms in India. Let's have a look at the top 

brokerage firms in India. 

Major Stock Broking Companies in India: 

1. ICICI securities limited. 

2. HDFC securities limited. 

3. Sharekhan ltd. 

4. Zerodha. 



 

5. Axis securities ltd. 

6. Kotak securities ltd. 

7. Angel broking private ltd. 

8. Motilaloswal securities ltd. 

9. India infoline ltd. 

10. Karvy stock broking ltd. 

 

ICICI Securities Limited: 

 
 

                ICICI direct is a banking equity broker being a banking broker enjoys brand value, with 

highest account in equity market ICICI direct leading in chart in UCC activation in 2017. In 2000 

ICICI bank started its broking arm ICICI direct. High brand value allow ICICI direct to charge 

high brokerage. ICICI direct offer bunch of product to their client – equity, derivatives, currency, 

MF, insurance, FD/Bonds, Loans, NPS if we consider products they offer then ICIC direct top of 

the chart. ICICI direct is Top 10 stock brokers who has Head Office (HO) in Mumbai. 

 3 – in – 1 Account. 

 Option trading commission has Rs.30 to Rs.100 per lot. 

 Intraday future trading commission is 03% to 0.05%. 

 Delivery brokerage is 30% to 0.50%. 

 Wing range of investing products. 

 More than 100 location presence in India. 

 Trade racer – online trading platform. 

 Learning online classes where you can learn about stock market. 

 3 – in – 1 Account opening charges is Rs. 975 and Rs 500 Annual Maintenance Charges 

(AMC). 



 

 High brokerage and transaction charge. 

 

HDFC Securities Limited: 

 

 

 

HDFC securities are another banking broker who enjoys banking client base and high brand value. 

In the year 2002, HDFC securities started in broking business. It has now more than 200 branches 

and 516546 active client bases. 

 3 – in – 1 Account Opening. 

 Wide range of product – EQ , FX , MF , insurance, loans. 

 They were around 200 Branches all over India. 

 Pro Terminal – advance trading terminal with annual charges 1999 

 Account opening charges is 999 Rs. 

 Intraday brokerage is 03% to 0.05%. 

 Delivery brokerage is 30% to 0.50%. 

 In-depth research report and tools. 

 Online class room – stock market training. 

 High brokerage and transaction charges and AMC for trading terminal. 

 

Sharekhan Limited: 



 

 
Sharekhan is one of the oldest equity broker in India. And pioneer in the internet base online 

broking in India. Sharekhan started in 2000, Member of NSE, BSE, MCX, MCX-SX and NCDEX. 

Sharekhan top of 5 stock broker in India with 454167 active client in NSE. 

 Sharekhan is one of the oldest broker in India. 

 Intraday brokerage chargesis01% to 0.05%. 

 Delivery brokerage charges is 10% to 0.30%. 

 Trade tiger – is one of the best trading tools / terminal in Indian stock market. 

 More than 700 plus branch office – partner office in India. 

 Best broker for beginner trader – in-depth research and relationship manager support for 

beginner. 

 Regular market inside as well as advisory in commodity market. 

 MCX account opening charges is Rs 500. 

 MCX brokerage charges 0.01% intraday brokerage (High compare to other leading 

discount brokerage). 

 Two times leverage in intraday (Low compare to other leading broker). 

 

 

Axis Securities: 

 



 

 

 

Axis direct is Brand name of Axis Securities , one more Banking Broker enjoy Position in top 10 

share broker in India. Thanks to its Banking arm cashing high net worth clients and corporate 

salary accounts in to Broking business. Axis Bank acquireEnam securities and started its Broking 

Business in 2010. 

 3 – in – 1 account. 

 Zero Brokerage in intraday sq up in option market and Rs 10 per lot if carry forward. 

 Intraday brokerage is 01% to 0.03%. 

 Swift trader and Axis web trading terminal. 

 Twenty Bunch of products. 

 Research report and investment ideas. 

 Learn and earn – knowledge series. 

 Strong branch network. 

 High brokerage compare to discount broker, average trading terminal . 

 

 

Kotak Securities Ltd: 

 

 
 



 

Kotak securities is like other banking broker kotak securities has good client base. Kotak is one of 

the oldest stock broker in India. Kotakoffer 3 – in – 1 demat account which cashing its high brand 

equity in banking business. Kotak bank is one of the best brand in private banking sector. 

 Competitive brokerage plan compare to other banking broker. 

 Margin funding available – delivery. 

 Happy hours – 50% brokerage off between 1 pm to 2 pm. 

 Double or quits – Pay 1 paisa in loss and double brokerage in profit. 

 intraday limit is 50 times in selected stocks. 

 Best research team and proven track record. 

 Account opening charges is Rs 750 &Rs 500 AMC. 

 Branch Network is 1200 plus 

 Trading terminal not that user friendly and brokerage high compare to discount 

broker. 

 
 

 

 

 

 

Angel Broking Private Limited: 

 

 

 

               Angel Broking is one of leading traditional broker in India. Angel Broking founded in 

1987, currently angel has 3, 06,541 active clients. 



 

 Option trading brokerage rates vary from Rs 30 to Rs 50 per lot. 

 Future trading brokerage rates 0.01% to 0.05% on traded volume. 

 Intraday exposure is 3x in Nifty future & other active futures. 

 More than 200 support office all over India. 

 ARQ automated recommendation engine for new investor. 

 Angel offer mobile trading, web trading, angel broking speed pro. 

  Average customer support, high brokerage, average trading web terminal. 

MotilalOswal Securities Ltd: 

 
When we discussed about traditional broker then MotilalOswal name top of the chart.Because of 

their research and Pan India presence.MotilalOswal started in 1987 and 2, 62,000 active clients in 

2017  

 There are 2000 plus active sub broker network in Pan India. 

 Best in house research team. 

 Option trading brokerage rates is Rs 30 to 100 per lot. 

 Future trading brokerage rates is 01% to 0.04%. 

 Web application, desktop application, mobile application with smart watch support. 

 Margin funding facility. 

  Relatively high brokerage Compare to discount broker Company. 

 

India Infoline Limited: 

 



 

 

 

India infoline diversified financial company founded by Nirmal Jain. Of the top 10 Stock brokers 

in India 2018 listed in NSE. In the year1995, Nirmal Jain started this company. Now company 

have more than 3500 sub broker and 6 country presence. India infoline recently launched 5paisa 

discount broking arms in India.  

 Account opening charges is Rs.555 with Rs. 300 AMC. 

 India Infoline offer multiple option in brokerage 0.01% to 0.03% traditional plan and fix 

brokerage plan also they have. 

 Trader terminal& TT edge one to the best trading platform. 

 5paisa School allow client to learn in-depth about stock market. 

 India Infoline customer service not that satisfactory and lots of exchange complain register in 

past to this broker. 

 Clients dissatisfaction and complain logged in Exchange. 

 

 

Karvy Stock Broking Limited: 

 

 
Karvy established a broking arm of karvy group as karvy stock broking limited in 1985.Karvy has 

strong presence in south India market. 



 

 More than 10 Products they offer. 

 Flagship research report and advisory. 

 Intraday Brokerage is 01% to 0.05%. 

 Delivery Brokerage is 10% to 0.30%. 

 More than 100 plus branches and partner office in India. 

  Average trading terminal , high brokerage compare to discount brokers. 

 

 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 

 

COMPANY PROFILE 

 
Organisation Bonanza 

 

Bonanza was established in the year 1994 and within a small phase of time we’ve grown to 

become India’s most valuable financial advisory & stock broking company*. Consequently, 

making us one of the fastest growing financial services today 

Our Group Companies 



 

 Bonanza PortfolioLtd. 

 Bonanza Commodity Brokers (P)Ltd. 

 Bonanza Insurance Brokers (P)Ltd. 
 Sunglow Fininvest Pvt.Ltd 

 Bonanza Corporate Solution Pvt.Ltd. 

 Bonanza Medical Tourism Pvt.Ltd. 

 Bonanza Buildtech Pvt.Ltd. 

 Bonanza Bullion Pvt.Ltd 

 

Bonanza’s Vision 

To be one of the most trusted and globally reputed financial distribution companies. 

 

Bonanza’s Values 

• Customer centricapproach 
 

At Bonanza, customers come first. And their satisfaction is not just our top priority but also the 
driving force for us, every single day. 

• Transparency 
 

Honesty is our forte. We believe in dealing on thoroughly ethical grounds, being fair and 
transparent with our customers. 

 

 

• Meritocracy 
 

We recognize and appreciate efforts put in by our employees. And we, as a matter of fact, 
reward and distinguish each one of them, ceaselessly. 

• Solidarity 
 

We believe in sharing a forthright and respectful relationship with our business partners and 
employees. We consider them both as our team associates, who work together. Succeed together. 

Bonanza’s Strengths 

• Bonanza has over 1,842 outlets in more than 674 cities inIndia. 
 



 

(as on October, 2015) 

 

• Bonanza has more than 7,20,277 clients comprising of 

Corporate Financial Institutions & Investors, MutualFunds, 

High Net-worth Individuals and RetailInvestors. 

• Bonanza has a young dynamic team of 2600 professionals &6000 
 

off roll employee. 

 

• Strong infrastructure supporting over 4000 trading terminalssupporting 

more than 350 VSAT's to support geographic reach and servicing 

capabilities. 

• 24x7 service and support via our federal supportsystem 
 

 



 

Bonanza’s Growth 

• Growing MarketShare 
 

Bonanza has been capturing themarketscenario and growing rapidly to make sure we offer 
more to our clients, again andagain. 

 

• ClienteleGrowth 
 

After spreading our wings across varied segments, 

we are now growing in all directions with more than 

7,00,000 clients under our banner 





 Pan IndiaPresence

Bonanza walked into the finance world 16 years back and in tiny span of time, established itself 
into a full fledged financial services provider. With our presence in over 674 cities comprising of 
more than 1,842 plus outlets (as on October, 2015), our extensive network is growing, dayafter 
day. 

 

What Bonanza Offers 
 

Bonanza offers an array of services encompassing varied means of wealth creation, 
finance management and accretion. 

Prime Brokerage Services: 

 Equity & EquityDerivatives

 CommodityDerivatives

 Currency Derivatives 

AssetManagement:

 PMS

 Advisory

 

 



 

 Custody Services: 
 

 Depository Services 

Wholesale DebtMarket:

 G SecBonds

 CorporateBonds

 Corporate Paper, CDetc



Distribution: 
 

 MutualFunds

 Insurance

 IPO 

FixedDeposits:

 Bonds 

InvestmentBanking

 Corporate FundRaising

 Strategic BusinessAdvisory

 Services ForInvestors
 

 

 WealthManagement 

 Real EstateBroking 

 MedicalTourism 

 Bonanza HealthCard 

Bonanza Research Desk 

Bonanza Research desk has a dedicated team of research analysts and experts that have an in- 
depth knowledge of the market place. They offer value perspectives, focus on opportunities for 
investment and growth and endeavor to reduce rise potential. It’s premium advisory services are 

based on technical and fundamental views and strategies. 

 

 

 



 

Equity 
 

- SMSalert 
 

- Daily market strategy 
 

- Weekly market strategy 
 

- Monthly market strategy - ‘Equitytalk’ 
 

- Daily derivativestrategy 
 

Commodity 
 

- SMSalert 
 

- Dailyreport 
 

- Weekly report 
 

- Monthly report: CommodityReview 

MutualFunds 

- Daily PerformanceSheet 
 

- Weekly Mutual Fund Report - ‘TheEdge’ 
 

- Monthly free News Letter - ‘The Perspective’ Regular updates on products, performance and 

news launches. 

- MF Guru : Online Chat Service - Solve all you Queries with ourexperts. 
 

- MF Guru Blog : Your one stop solution for all the industry 

happenings. Currency Derivatives 

- Daily Forex Insightreport 
 

- SMSalert 
 

 
 
Bonanza’s Technology 



 

• Single VSAT Connectivity for NSE/BSE/F&O/NCDE/MCX/MCX-SX through Virtual 
Private Network (VPN)Other connectivity links to branches through Leased Lines, ISDN, 
Radio Frequency and Broadband. 

• High Speed and Streaming live quote access via Internet for NCDEX/MCX/MCX-SX 
for branches and retail clients. 

• Internet based Depository access (Speed-e/Easiest) to offer DP services to Retailinvestors. 
 

• 24x7 online access to a centralized support structure for all productsofferings. 
 

Bonanza’s Achievements 

 Ranked amongst the Top 3 Best Equity Brokers in2013-2014***

 India’s number 1 Valuable Financial Advisory & Stock BrokingCompany**

 Best Web Portal providing Integrated Property Services,2013***

 Top performer in Equity Segment (Retail),2012****

 2nd in terms of number of offices for the year2012-2013*

 7th in terms of Sub Brokers for the year2012-2013*

 3rd in terms of trading terminals for the year2012-2013*

 Ranked amongst the Top 3 National Level Financial advisors 3 years in a row --- 08’-
09- ’10 by UTI MF & CNBC TV 18*

 Top equity Broking House in terms of branch expansion for2008

 3rd in terms of number of trading accounts for 2008*

 Awarded by BSE as “Major Volume Driver” -04-05,06-07,07-08*

 Top 4 in Commodity Segment in BloombergUTV.

Bonanza’s Future Objectives 
 

• Bonanza aims at attaining 5% market shareinEquity, Commodity and CurrencySegment. 
 

• Aims at becoming a leading Insurance Broker inIndia. 
 

• We aspire to enhance our institutional clientbase. 
 

• We are consistently working towards becoming one of the largest online broking internet 
offering. 



 

Theoretical framework 

Derivatives 

                A derivative is a financial security with a value that is reliant upon or derived from an 

underlying asset or group of assets. The derivative itself is a contract between two or more parties 

based upon the asset or assets. Its price is determined by fluctuations in the underlying asset. The 

most common underlying assets include stocks, bonds, commodities, currencies, interest rates and 

market indexes.  

                Derivatives can either be traded over-the-counter (OTC) or on an exchange. OTC 

derivatives constitute the greater proportion of derivatives in existence and are unregulated, 

whereas derivatives traded on exchanges are standardized. OTC derivatives generally have greater 

risk for the counterparty than do standardized derivatives. 

History of Derivatives 

                In finance, a derivative is an agreement based on an underlying asset. Instead of 

exchanging the actual asset, agreements are made to exchange cash or other assets for the 

underlying asset within a specified timeframe. As the value of the underlying asset changes, so 

does the value of the derivative. Following the definition, we find that our lives are filled with 

derivatives. Credit cards, service agreements, and many other everyday contracts promise a service 

now in exchange for cash within the billing period - the specified period. Rather than being the 

boogey man of financial destruction, derivatives are financial tools that if used properly make our 

lives easier. History shows that these financial instruments were developed to solve real world 

issues that needed to be solved for business. 

Origin of Derivatives 

                While trading in derivatives products has grown tremendously in recent times, the 

earliest evidence of these types of instruments can be traced back to ancient Greece. Even though 

derivatives have been in existence in some form or the other since ancient times, the advent of 

modern day derivatives contracts is attributed to farmers’ need to protect themselves against a 

decline in crop prices due to various economic and environmental factors. Thus, derivatives 

contracts initially developed in commodities. The first “futures” contracts can be traced to the 



 

Yodoya rice market in Osaka, Japan around 1650. The farmers were afraid of rice prices falling in 

the future at the time of harvesting. To lock in a price (that is, to sell the rice at a predetermined 

fixed price in the future), the farmers entered into contracts with the buyers. These were evidently 

standardized contracts, much like today’s futures contracts. 

                In 1848, the Chicago Board of Trade (CBOT) was established to facilitate trading of 

forward contracts on various commodities. From then on, futures contracts on commodities have 

remained more or less in the same form, as we know them today. 

History 

                Although generally thought of as a high tech trading tool, derivatives have been around 

for a quite a while. Over 100,000 years ago, it is known that people bartered for goods and 

services. The problem with bartering is that it is hard to trade between items that are harvested at 

different times of year. Items that perished quickly are difficult to trade. The solution was to begin 

utilizing a less or non-perishable commodity such as wine, grains, or other objects as an 

intermediary. For instance, we could trade a perishable item for wine, which we could then use to 

exchange for another crop harvested later in the year - our currency being effectively wine. These 

types of trades eventually led to the development of commodity money, an intermediate store of 

value that expanded the number of trading opportunities. Almost every civilization would develop 

a commodity money basis for trading. 

                Around 8,000 B.C. writing and mathematics had developed in Sumer, located in the 

Tigris and Euphrates river region, to a point they developed a unique method for accounting. Clay 

tokens were used to represent the different commodities and quantities. To keep people from 

tampering with the tokens, they baked them into a hollow vessel. Pressed into the exterior of the 

vessel - prior to baking - would be markings similar to the tokens inside and a witness mark to 

make it official. The beauty of this system is the way it resolves disputes. If there were any 

disagreement of the values on the exterior of the vessel, they would break it open to count the 

tokens inside. Eventually the tokens and vessels would become a promise to deliver a quantity of 

goods by a certain date - all baked on the vessel. Now instead of wine, we would accept a vessel 

and give the other party (counterparty) our product. Then based on the quantity and time of 

delivery pressed into the vessel, we would receive the counterparty's goods. By 3,500 B.C., new 

forms of writing and math enabled the Sumerians to replace the vessels with clay tablets. These 

trades are similar in behavior to forward contracts. 



 

                A forward contract is an agreement where a seller agrees to deliver an item by a certain 

date to a buyer at an agreed price. Typically, forward contracts are settled upon the delivery of the 

item at the expiration date. Profits are only realized if the buyer had purchased the item at a 

reasonable price. If the buyer overpaid they would lose money. 

                In ancient Greece, the Athenians used shipping contracts for trading which resemble 

forward contracts, with a twist. The buyer would borrow the money up front. Prior to a trading 

voyage, an entrepreneur (buyer) looking to profit on a trade of commodities would make an 

agreement with a merchant who would finance the voyage. They would draw up a contract. The 

contract would state the amount of money loaned and required interest the entrepreneur would pay 

the merchant upon return. Since these voyages were risky, the merchants demanded a high return 

in the rage of 30%. After all, there were many ways a ship could disappear; pirates, unfriendly 

nations, and storms to name but a few. Further stipulations would name the commodity to be 

purchased, state where it was to be purchased, the ships route, and a time limit for the voyage. To 

make sure the entrepreneurs' would not cheat them, the merchants had a trustworthy acquaintance 

or employee accompany the voyage. Upon reaching the agreed upon port of call, our 

entrepreneurs' would purchase the commodity - or sell in the case of exports. In either event, the 

merchant now had an effective ownership of the commodities until they were paid back. The 

similarity to a forward contract can be seen since the factors of price, commodity, and time are 

stipulated in the shipping contract. Profits for the entrepreneurs' would only be realized if they 

could sell the commodity at a high enough price to cover the merchant's loan and interest. If they 

could not cover the loan, they would end up in court and may find much of their collateral, and 

perhaps their freedom, in jeopardy. Because trade was so important, laws and regulations would 

develop to ensure each party would be justly treated in disputes. 

History of Derivatives in India 

                In India, derivatives markets have been functioning since the nineteenth century, with 

organized trading in cotton through the establishment of the Cotton Trade Association in 1875. 

Derivatives, as exchange traded financial instruments were introduced in India in June 2000. The 

National Stock Exchange (NSE) is the largest exchange in India in derivatives, trading in various 

derivatives contracts. The first contract to be launched on NSE was the Nifty 50 index futures 

contract. In a span of one and a half years after the introduction of index futures, index options, 



 

stock options and stock futures were also introduced in the derivatives segment for trading. NSE’s 

equity derivatives segment is called the Futures & Options Segment or F&O Segment. NSE also 

trades in Currency and Interest Rate Futures contracts under a separate segment. 

                A series of reforms in the financial markets paved way for the development of exchange-

traded equity derivatives markets in India. In 1993, the NSE was established as an electronic, 

national exchange and it started operations in 1994. It improved the efficiency and transparency of 

the stock markets by offering a fully automated screen-based trading system with real-time price 

dissemination. A report on exchange traded derivatives, by the L.C. Gupta Committee, set up by 

the Securities and Exchange Board of India (SEBI), recommended a phased introduction of 

derivatives instruments with bi-level regulation (i.e., self-regulation by exchanges, with SEBI 

providing the overall regulatory and supervisory role). Another report, by the J.R. Varma 

Committee in 1998, worked out the various operational details such as margining and risk 

management systems for these instruments. In 1999, the Securities Contracts (Regulation) Act of 

1956, or SC(R)A, was amended so that derivatives could be declared as “securities”. This allowed 

the regulatory framework for trading securities, to be extended to derivatives. The Act considers 

derivatives on equities to be legal and valid, but only if they are traded on exchanges. 

                At present, the equity derivatives market is the most active derivatives market in India. 

Trading volumes in equity derivatives are, on an average, more than three and a half times the 

trading volumes in the cash equity markets. 

                Before derivatives trading began, NSE and BSE were all-electronic equity spot markets. 

By international standards, they were small markets. Derivatives trading, which started in June 

2000, was a turning point in many ways. And after all the changes had fallen into place, NSE and 

BSE were both amongst the top 10 exchanges in the world by the number of transactions. 

                At NSE, at the outset, there was only one contract: Nifty futures. A full set of equity 

derivatives products was only available by November 2001. The 9/11 attacks on the “World Trade 

Centre” in the USA were the first important event surrounding which index derivatives trading 

came to be of interest. Starting from November 2001, the growth in the number of contracts traded 

at NSE has been remarkable: an average compounded growth of 5.1% per month. Few derivatives 

exchanges worldwide have obtained such a hectic pace of growth in the early years after launch. 



 

                In early 2002, the with a limited form of currency futures trading. At the time, trading 

was permitted in only futures on the rupee-dollar rate, options and swaps were banned, 

participations by FIIs and NRIs was banned. Yet, currency derivatives trading rapidly gained 

prominence at NSE, rising to above 10% of the overall NSE derivatives business within six 

months. market had a new technique (options and futures) for expressing old ideas (views on 

individual stocks). The idea of trading an index was something new. Gradually, knowledge about 

the index percolated within the community, and the share of index derivatives went up to over 

80% of the overall equity derivatives trading. 

There has also been a shift away from equity derivatives. Currency derivatives trading 

commenced at NSE in August 2008. 

 

Types of Derivatives and Derivative Market 

                Derivative contracts can be standardized and traded on the stock exchange. Such 

derivatives are called exchange-traded derivatives. Or they can be customized as per the needs of 

the user by negotiating with the other party involved. Such derivatives are called over-the-counter 

(OTC) derivatives. 
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The Securities Contracts Regulation Act, 1956 defines "derivatives" to 

include: 

1.  A security derived from a debt instrument, share, loan whether secured or unsecured, risk 

instrument, or contract for differences or any other form of security. 

2. A contract which derives its value from the prices, or index of prices, of underlying 

securities. 

Advantages of Derivatives 

 They help in transferring risks from risk adverse people to risk oriented people. 

 They help in the discovery of future as well as current prices. 

 They catalyze entrepreneurial activity. 

 They increase the volume traded in markets because of participation of risk adverse 

people in greater numbers. 

 They increase savings and investment in the long run. 
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Definitions of Basic Derivatives 

                There are various types of derivatives traded on exchanges across the world. They 

range from the very simple to the most complex products. The following are the three basic 

forms of Derivatives, which are the building blocks for many complex derivatives instruments 

(the latter are beyond the scope of this book): 

 forwards 

 futures 

 options 

               Knowledge of these instruments is necessary in order to understand the basics of 

derivatives. We shall now discuss each of them in detail. 

 

1. Forwards 

                A forward contract or simply a forward is a contract between two parties to buy or sell 

an Asset at a certain future date for a certain price that is pre-decided on the date of the contract.  

The future date is referred to as expiry date and the pre-decided price is referred to as forward 

Price. It may be noted that forwards are private contracts and their terms are determined by the 

parties involved. 

                A forward is thus an agreement between two parties in which one party, the buyer, 

enters into an agreement with the other party, the seller that he would buy from the seller an 

underlying Asset on the expiry date at the forward price. Therefore, it is a commitment by both 

the parties to engage in a transaction at a later date with the price set in advance. This is different 

from a spot market contract, which involves immediate payment and immediate transfer of asset. 

                The party that agrees to buy the asset on a future date is referred to as a long investor 

and is said to have a long position. Similarly the party that agrees to sell the asset in a future 

dateis referred to as a short investor and is said to have a short position. The price agreed upon is 

called the delivery price or the forward price. 

                Forward contracts are traded only in Over The Counter (OTC) market and not in stock 

Exchanges. OTC market is a private market where individuals/institutions can trade through 

Negotiations on a one to one basis. 
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Settlement of Forward Contracts 

                When a forward contract expires, there are two alternate arrangements possible to 

settle the obligation of the parties: physical settlement and cash settlement. Both types of 

settlements happen on the expiry date and are given below. 

 

Physical Settlement 

                A forward contract can be settled by the physical delivery of the underlying asset by a 

short investor (i.e. the seller) to the long investor (i.e. the buyer) and the payment of the agreed 

forward price by the buyer to the seller on the agreed settlement date. The following example 

will help us understand the physical settlement process. 

 

Default Risk in Forward Contracts 

                A drawback of forward contracts is that they are subject to default risk. Regardless of 

whether the contract is for physical or cash settlement, there exists a potential for one party to 

default, i.e. not honor the contract. It could be either the buyer or the seller. This results in the 

other party suffering a loss. This risk of making losses due to any of the two parties defaulting is 

known as counter party risk. The main reason behind such risk is the absence of any mediator 

between the parties, who could have undertaken the task of ensuring that both the parties fulfill 

their obligations arising out of the contract. Default risk is also referred to as counter party risk 

or credit risk 

. 

2. Futures 

                Like a forward contract, a futures contract is an agreement between two parties in 

which the buyer agrees to buy an underlying asset from the seller, at a future date at a price that 

is agreed upon today. However, unlike a forward contract, a futures contract is not a private 

transaction but gets traded on a recognized stock exchange. In addition, a futures contract is 

standardized by the exchange. All the terms, other than the price, are set by the stock exchange 

(rather due to non-fulfillment of the contract. To be able to guarantee the fulfillment of the 

obligations under the contract, the clearing corporation holds an amount as a security from both 

the parties. This amount is called the margin money and can be in the form of cash or other 

financial assets. Also, since the futures contracts are traded on the stock exchanges, the parties 
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have than by individual parties as in the case of a forward contract). Also, both buyer and seller 

of the futures contracts are protected against the counter party risk by an entity called the 

clearing corporation.  

                The clearing corporation provides this guarantee to ensure that the buyer or the seller 

of a futures contract does not suffer as a result of the counter party defaulting on its obligation. In 

case one of the parties defaults, the clearing corporation steps in to fulfil the obligation of this 

party, so that the other party does not suffer the flexibility of closing out the contract prior to the 

maturity by squaring off the transactions in the market. 

 

The basic flow of a transaction between three parties, namely buyer, seller and clearing 

corporation is depicted in the diagram below. 

 

 

3. Options 

                An option is a contract which gives the right, but not an obligation, to buy or sell the 

underlying at a stated date and at a stated price. While a buyer of an option pays the premium 

and buys the right to exercise his option, the writer of an option is the one who receives the 

option premium and therefore obliged to sell/buy the asset if the buyer exercises it on him.  
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Like forwards and futures, options are derivative instruments that provide the opportunity to buy 

or sell an underlying asset on a future date. 

                An option is a derivative contract between a buyer and a seller, where one party (say 

first party) gives to the other (say second party) the right, but not the obligation, to buy from (or 

sell to) the first party the underlying asset on or before a specific day at an agreed -upon price. In 

return for granting the option, the party granting the option collects a payment from the other 

party. This payment collected is called the “premium” or price of the option. 

                The right to buy or sell is held by the “option buyer” (also called the option holder); 

the party granting the right is the “option seller” or “option writer”. Unlike forwards and futures 

contracts, options require a cash payment (called the premium) upfront from the option buyer to 

the option seller. This payment is called option premium or option price. Options can be traded 

either on the stock exchange or in over the counter (OTC) markets. Options traded on the 

exchanges are backed by the clearing corporation thereby minimizing the risk arising due to 

default by the counter parties involved. Options traded in the OTC market however are not 

backed by the clearing corporation. 

There are two types of options. They are call options and put options. which are 

explained below. 

Options are of two types -  

1. Call Option and 

2. Put Option 

 

                ‘Calls’ give the buyer the right but not the obligation to buy a given quantity of the 

underlying asset, at a given price on or before a given future date. 

 

                ‘puts’ give the buyer the right, but not the obligation to sell a given quantity of 

underlying asset at a given price on or before a given future date. presently, at NSE futures and 

options are traded on the nifty, cnx it, bank nifty and 116 single stocks. 

Call Option 

                A call option is an option granting the right to the buyer of the option to buy the 

underlying asset on a specific day at an agreed upon price, but not the obligation to do so. It is 

the seller who grants this right to the buyer of the option. It may be noted that the person who has 
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the underlying asset is known as the “buyer of the call option”. The price at whichthe buyer has 

the right to buy the asset is agreed upon at the time of entering the contract. This price is known 

as the strike price of the contract (call option strike price in this case). Since the buyer of the call 

option has the right (but no obligation) to buy the underlying asset, he will exercise his right to 

buy the underlying asset if and only if the price of the underlying asset in the market is more than 

the strike price on or before the expiry date of the contract. The buyer of the call option does not 

have an obligation to buy if he does not want to. 

Put Option 

                A put option is a contract granting the right to the buyer of the option to sell the 

underlying asset on or before a specific day at an agreed upon price, but not the obligation to do 

so. It is the seller who grants this right to the buyer of the option. The person who has the right to 

sell the underlying asset is known as the “buyer of the put option”. The price at which the buyer 

has the right to sell the asset is agreed upon at the time of entering the contract. This price is 

known as the strike price of the contract (put option strike price in this case). Since the buyer of 

the put option has the right (but not the obligation) to sell the underlying asset, he will exercise 

his right to sell the underlying asset if and only if the price of the underlying asset in the market 

is less than the strike price on or before the expiry date of the contract.The buyer of the put 

option does not have the obligation to sell if he does not want to. 

Swaps 

These are another common type of derivative. A swap is most often a contract between two 

parties agreeing to trade loan terms. One might use an interest rate swap to switch from a 

variable interest rate loan to a fixed interest rate loan, or vice versa. If someone with a variable 

interest rate loan were trying to secure additional financing, a lender might deny him or her a 

loan because of the uncertain future bearing of the variable interest rates upon the individual’s 

ability to repay debts, perhaps fearing that the individual will default. For this reason, he or she 

might seek to switch their variable interest rate loan with someone else, who has a loan with a 

fixed interest rate that is otherwise similar. Although the loans will remain in the original 

holders’ names, the contract mandates that each party will make payments toward the other’s 

loan at a mutually agreed upon rate. Yet this can be risky, because if one party defaults or goes 

https://www.investopedia.com/terms/i/interestrate.asp
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bankrupt, the other will be forced back into their original loan. Swaps can be made using interest 

rates, currencies or commodities. 

Terminology of Derivatives 

In this section we explain the general terms and concepts related to derivatives. 

 

Spot Price (ST) 

Spot price of an underlying asset is the price that is quoted for immediate delivery of the asset. 

For example: at the NSE, the spot price of Reliance Ltd. at any given time is the price at which 

Reliance Ltd. shares are being traded at that time in the cash market segment of the NSE. Spot 

price is also referred to as cash price sometimes. 

Forward Price or Futures Price (f) 

                Forward price or futures price is the price that is agreed upon at the date of the contract 

for the delivery of an asset at a specific future date. These prices are dependent on the spot price, 

the prevailing interest rate and the expiry date of the contract. 

Strike Price (K) 

                The price at which the buyer of an option can buy the stock (in the case of a call 

option) or sell the stock (in the case of a put option) on or before the expiry date of option 

contracts is called strike price. It is the price at which the stock will be bought or sold when the 

option is exercised. Strike price is used in the case of options only; it is not used for futures or 

forwards. 

Expiration Date (T) 

              In the case of futures, forwards, index and stock options, expiration date is the date on 

which settlement takes place. It is also called the final settlement date. 
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Types of Options 

Options can be divided into two different categories depending upon the primary exercise 

styles associated with options. These categories are: 

1. European Options 

European options are options that can be exercised only on the expiration date. 

2. American Options 

American options are options that can be exercised on any day on or before the expiry date. They 

can be exercised by the buyer on any day on or before the final settlement date or the expiry date. 

 

Contract Size 

                As futures and options are standardized contracts traded on an exchange, they have a 

fixed contract size. One contract of a derivatives instrument represents a certain number of 

shares of the underlying asset. For example, if one contract of BHEL consists of 300 shares of 

BHEL, if one buys one futures contract of BHEL, then for every Re 1 increase in BHEL’s 

futures price, the buyer will make a profit of 300 X 1 = Rs 300 and for every Re 1 fall in BHEL’s 

futures price, he will lose Rs 300. 

Contract Value 

                Contract value is notional value of the transaction in case one contract is bought or 

sold. It is the contract size multiplied but the price of the futures. Contract value is used to 

calculate margins etc. for contracts. In the example above if BHEL futures are trading at Rs. 

2000 the contract value would be Rs. 2000 x 300 = Rs. 6 lacks. 

Margins 

                In the spot market, the buyer of a stock has to pay the entire transaction amount (for 

purchasing the stock) to the seller. For example, if Infosys is trading at Rs. 2000 a share and an 

investor wants to buy 100 Infosys shares, then he has to pay Rs. 2000 X 100 = Rs. 2,00,000 to 

the seller. 

                The settlement will take place on T+2 basis; that is, two days after the transaction date. 

In a derivatives contract, a person enters into a trade today (buy or sell) but the settlement 

happens on a future date. Because of this, there is a high possibility of default by any of the 

parties. Futures and option contracts are traded through exchanges and the counter party risk is 

taken care of by the clearing corporation. In order to prevent any of the parties from defaulting 
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on his trade commitment, the clearing corporation levies a margin on the buyer as well as seller 

of the futures and option contracts. This margin is a percentage (approximately 20%) of the total 

contract value. Thus, for the aforementioned example, if a person wants to buy 100 Infosys 

futures, then he will have to pay 20% of the contract value of Rs 2,00,000 = Rs 40,000 as a 

margin to the clearing corporation. This margin is applicable to both, the buyer and the seller of a 

futures contract. 

In-the-Money Option: 

                An option is said to be in-the-money if on exercising the option, it would produce a 

cash inflow for the buyer. Thus, call options are in-the-money when the value of spot price of the 

underlying exceeds the strike price. On the other hand, put options are in-the- money when the 

spot price of the underlying is lower than the strike price. Moneyness of an option should not be 

confused with the profit and loss arising from holding an option contract. It should be noted that 

while moneyness of an option does not depend on the premium paid, profit/loss do. Thus a 

holder of an in-the-money option need not always make profit as the profitability also depends 

on the premium paid. 

Out-of-the-Money Option: 

                An out-of-the-money option is an opposite of an in-the-money option. An option-

holder will not exercise the option when it is out-of-the-money. A call option is out-of-the-

money when its strike price is greater than the spot price of the underlying and a Put option is 

out-of-the money. 

When the spot price of the underlying is greater than the option’s strike price. 

 

At-the-Money Option: 

                An at-the-money-option is one in which the spot price of the underlying is equal to the 

strike price. It is at the stage where with any movement in the spot price of the underlying, the 

option will either become in-the-money or out-of-the-money. 
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Types of Strategies: 

There are different types of strategies in derivatives, they are 

 bullish strategies 

 bearish strategies 

 volatile strategies 

 stable strategies 

Bullish Strategies 

Bullish strategies are those strategies which are used to hedge the underlying asset when market 

is in increasing or bullish trend. 

 

Examples: 

Call buy strategy 

Put sell strategy 

Bearish Strategies 

Bearish strategies are those strategies which are used to hedge the underlying asset when market 

is in decreasing or bearish trend. 

 

Examples: 

Call sell strategy 

Put buy strategy 

Volatile Strategies 

Volatile strategies are those strategies which are used to hedge the underlying asset when market 

is showing fluctuations. 

Volatility 

Volatility is the degree of variation of a price time series, such as the closing prices of a 

particular stock. This is measured by the standard deviation of the time series, a statistical 

measure of dispersement. Volatility is not concerned with the direction of change, but with the 

amount of change. 
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Types of Volatility: 

Now that we have understood the essence of volatility, let us look at its different types. 

Historical Volatility 

                It gauges the fluctuations of underlying securities by measuring the price changes over 

a predetermined period of time in the past. The calculation can also be done on an intra-day 

basis, but this process is generally done over the closing prices of securities. Based on the 

intended duration of the options trade, one can calculate the historical volatility. 

Implied Volatility 

                Another type of volatility that is extensively used in options trading is Implied 

Volatility. In the context of options, the implied volatility indicates the extent to which the return 

of the underlying asset may fluctuate between now and the expiration date of the option. The 

higher the implied volatility the more people think the price of the underlying asset will move a 

lot. Implied volatility is a result of people buying and selling in the market, and is a forward-

looking imperfect metric, whereas historical volatility looks at a particular time frame in the past 

and measures the movement in that duration. 

Realized Volatility 

                Unlike implied volatility which tells us the expected variance in a future time period, 

realized volatility tells us the actual volatility realized for that future period of time. Naturally, 

you can calculate the realized volatility only after that future time period. Generally, your 

outlook on the difference between implied volatility, what people are expecting, and realized 

volatility, what actually will happen, will help you to select the right options trading strategies. 

Examples: 

Long straddle 

Long strangle 

Short call butterfly 

Short call condor 
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Long Straddle 

                A Straddle is a volatility strategy and is used when the stock price/index is expected to 

show large movements. This strategy involves buying a call as well as put on the same 

stock/index for the same maturity and strike price, to take advantage of a movement in either 

direction, a soaring or plummeting value of the stock/index. If the price of the stock /index 

increases, the call is exercised while the put expires worthless and if the price of the stock/index 

decreases, the put is exercised, the call expires worthless. Either way, if the stock/index shows 

volatility to cover the cost of the trade, profits are to be made. With Straddles, the investor is 

direction neutral. All that he is looking out for is the stock/index to break out exponentially in 

either direction. 

Long Strangle 

                A Strangle is a slight modification to the Straddle to make it cheaper to execute. This 

strategy involves the simultaneous buying of a slightly out-of-the-money (OTM) put and a 

slightly out-of-the-money (OTM) call of the same underlying stock/index and expiration date. 

Here again, the investor is directional neutral but is looking for an increased volatility in the 

stock/index and the prices moving significantly in either direction. Since OTM options are 

purchased for both Calls and Puts it makes the cost of executing a Strangle cheaper as compared 

to a Straddle, where generally ATM strikes are purchased. Since the initial cost of a Strangle is 

cheaper than a Straddle, the returns could potentially be higher. However, for a Strangle to make 

money, it would require greater movement on the upside or downside for the stock/index than it 

would for a Straddle. As with a Straddle, the strategy has a limited downside (i.e. the Call and 

the Put premium) and unlimited upside potential. 

Stable Strategies: 

                Stable strategies are those strategies which are used to hedge the underlying assets 

when market is not showing fluctuations (stable). 

Examples: 

Short straddle 

Short strangle 

Long call butterfly 

Long call condor 
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Short Straddle 

                A Short straddle is the opposite of long straddle. It is a strategy to be adopted when the 

investor feels the market will not show much movement. He sells a call and a put on the same 

stock/index for the same maturity and strike price. It creates a net income for the investor. If the 

stock/index does not move much in either direction, the investor retains the premium as neither 

the call nor the put will be exercised. However, in case the stock/index moves in either direction, 

up or down significantly, the investor’s losses can be significant. So this is a risky strategy and 

should be carefully adopted and only when the expected volatility in the market is limited. If the 

stock/index value stays close to the strike price on expiry of the contracts, maximum gain, which 

is the premium received is made. 

Short Strangle 

                A Short strangle is a slight modification to the short straddle. It tries to improve the 

profitability of the trade for the Seller of the options by widening the breakeven points so that 

there is a much greater movement required in the underlying stock/index, for the call and put 

option to be worth exercising. This strategy involves the simultaneous selling of a slightly out-

of-the money (OTM) put and a slightly out-of-the-money (OTM) call of the same underlying 

stock and expiration date. This typically means that since OTM call and put are sold, the net 

credit received by the seller is less as compared to a short straddle, but the break-even points are 

also widened. The underlying stock has to move significantly for the call and the put to be worth 

exercising. If the underlying stock does not show much of a movement, the seller of the Strangle 

gets to keep the premium. 
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Data Analysis 

Table 1: Represents Data of Nifty Index for Holder of Call Option for the 

Month of February. 

If the investor buys NIFTY index call buy option or long call at a strike price of Rs 12100 and 

with a premium of Rs.139 on 1st February 2020 with the cash price of Rs.11000. So the Payoff 

for the month of February when share price changes is as follows 

Date 

 

Close Call Buy 

Strike 

Call Buy 

Premium 

Payoff for 

Call buy 

Open 

Interest 

Change in 

OI 

  1-Feb-20 11661.85 12100 139 -139 1142850 391275 

3-Feb-20 11707.9 12100 139 -139 967350 -175500 

4-Feb-20 11979.65 12100 139 -139 775875 -191475 

5-Feb-20 12089.15 12100 139 -139 827850 51975 

6-Feb-20 12137.95 12100 139 -101.05 1178925 351075 

7-Feb-20 12098.35 12100 139 -139 1277925 99000 

10-Feb-20 12031.5 12100 139 -139 1335975 58050 

11-Feb-20 12107.9 12100 139 -131.1 1220475 -115500 

12-Feb-20 12201.2 12100 139 -37.8 1059075 -161400 

13-Feb-20 12174.65 12100 139 -64.35 1000200 -58875 

14-Feb-20 12113.45 12100 139 -125.55 1169175 168975 

17-Feb-20 12045.8 12100 139 -139 1686300 517125 

18-Feb-20 11992.5 12100 139 -139 2026500 340200 

19-Feb-20 12125.9 12100 139 -113.1 1751775 -274725 

20-Feb-20 12080.85 12100 139 -139 2604675 852900 

21-Feb-20 11829.4 12100 139 -139 3766425 1161750 

25-Feb-20 11797.9 12100 139 -139 3806475 40050 

26-Feb-20 11678.5 12100 139 -139 2972400 -834075 

27-Feb-20 11633.3 12100 139 -139 2869275 -103125 
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Graph 1: Represents Payoff for Holder of Call Option of Nifty Index for 

February Month.

 

Graph 2: Represents Open Interest for Holder of Call Option of Nifty Index 

for February Month. 

 

-160

-140

-120

-100

-80

-60

-40

-20

0

  1
-F

eb
-2

0

3-
Fe

b
-2

0

4-
Fe

b
-2

0

5-
Fe

b
-2

0

6-
Fe

b
-2

0

7-
Fe

b
-2

0

10
-F

eb
-2

0

11
-F

eb
-2

0

12
-F

eb
-2

0

13
-F

eb
-2

0

14
-F

eb
-2

0

17
-F

eb
-2

0

18
-F

eb
-2

0

19
-F

eb
-2

0

20
-F

eb
-2

0

21
-F

eb
-2

0

25
-F

eb
-2

0

26
-F

eb
-2

0

27
-F

eb
-2

0

Payoff for Call buy

0

500000

1000000

1500000

2000000

2500000

3000000

3500000

4000000

  1
-F

eb
-2

0

3
-F

e
b

-2
0

4
-F

e
b

-2
0

5
-F

e
b

-2
0

6
-F

e
b

-2
0

7
-F

e
b

-2
0

1
0

-F
e

b
-2

0

1
1

-F
e

b
-2

0

1
2

-F
e

b
-2

0

1
3

-F
e

b
-2

0

1
4

-F
e

b
-2

0

1
7

-F
e

b
-2

0

1
8

-F
e

b
-2

0

1
9

-F
e

b
-2

0

2
0

-F
e

b
-2

0

2
1

-F
e

b
-2

0

2
5

-F
e

b
-2

0

2
6

-F
e

b
-2

0

2
7

-F
e

b
-2

0

Open Interest



64 
 

Graph 3: Represents Open Interest for Holder of Call Option of Nifty Index 

for February Month.

 
Interpretation:  

It is observed from the above table no: 1 that, in case of one month NIFTY Index call option 

contract from 1st February 2020 to 27th February 2020, the trader ends up with loss on index call 

option as the open market spot price on the date of execution is less than the strike price of the 

contract. In this case the maximum loss that arises to the call option buyer is limited to the extent 

of premium paid i.e., 139. 

 Therefore it is evident from the study that if the open market spot price is 12239, the 

option holder will be in no loss/profit position. If the open market price increases by 1unit from 

12239, then the trader profitability increases by 1. 

 Break Even Point = Strike price + Premium 

   =  12100 + 139 

        =   12239 

 It is also evident from the study open interest for the concern Nifty Index call option is 

increasing from 3rd February 2020. As the spot price of the contract is decreasing open interest 

is in decreasing trend and the change in open interest is highly volatile during the period of the 

contract. 
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Table 2: Represents Data of Payoff for Holder of Put Option of Nifty Index 

for the Month of February. 

If the investor Buys the Put Option of NIFTY index on 1ST February with a strike price of 

Rs.12100 and pays premium of Rs.126 .The stock price on starting date is Rs.11661.85. Then the 

Payoff when the stock price changes on the month of February is as follows 

 

Date 

 

 

Close Put Buy 

Strike 

Put Buy 

Premium Payoff for 

Put buy 

 

Open 

Interest 

 

Change in 

OI 

 

  1-Feb-20 11661.85 12100 126 312.15 513975 -99375 

3-Feb-20 11707.9 12100 126 266.1 380175 -133800 

4-Feb-20 11979.65 12100 126 -5.65 367350 -12825 

5-Feb-20 12089.15 12100 126 -115.15 506025 138675 

6-Feb-20 12137.95 12100 126 -126 1048425 542400 

7-Feb-20 12098.35 12100 126 -124.35 1034850 -13575 

10-Feb-20 12031.5 12100 126 -57.5 926550 -108300 

11-Feb-20 12107.9 12100 126 -126 1105575 179025 

12-Feb-20 12201.2 12100 126 -126 1315875 210300 

13-Feb-20 12174.65 12100 126 -126 1382400 66525 

14-Feb-20 12113.45 12100 126 -126 1303650 -78750 

17-Feb-20 12045.8 12100 126 -71.8 1389375 85725 

18-Feb-20 11992.5 12100 126 -18.5 1025625 -363750 

19-Feb-20 12125.9 12100 126 -126 1897350 871725 

20-Feb-20 12080.85 12100 126 -106.85 1908450 11100 

21-Feb-20 11829.4 12100 126 144.6 1159350 -749100 

25-Feb-20 11797.9 12100 126 176.1 947325 -212025 

26-Feb-20 11678.5 12100 126 295.5 889050 -58275 

27-Feb-20 11633.3 12100 126 340.7 768975 -120075 
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Graph 4: Represents Payoff for Holder of Put Option of Nifty Index for the 

Month of February.

 

Graph5:Represents Open Interest for Holder of Put Option of Nifty Index for 

February month
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Graph 6: Represents Open Interest for Holder of Put Option of Nifty Index 

for February Month.

 

Interpretation: 

It is observed from the above table no: 2 that, in case of one month NIFTY Index call 

option contract from 1st February 2020 to 27th February 2020, the trader ends up with loss on 

index put option as the open market spot price on the date of execution is more than the strike 

price of the contract. In this case the maximum loss that arises to the call option buyer is limited 

to the extent of premium paid i.e., 126. 

Therefore it is evident from the study that if the open market spot price is 11974, the 

option holder will be in no loss/profit position. If the open market price decreases by 1unit from 

11974, then the trader profitability increases by 1. 

Break Even Point = Strike price - Premium 

=  12100- 126 

=   11974 

It is also evident from the study open interest for the concern Nifty Index put option is high from 

3rdFebruary 2020. As the contract is nearing to expiration date open interest is in increasing trend 

and the change in open interest is highly volatile during the period of the contract. 
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Table 3: Represents the Payoffs of Long Straddle Strategy of Nifty for 

February Month. 

If the investor do a long straddle strategy i.e. it involves both call buy and put buy of NIFTY 

index on 1stFebruary, 2020 with a strike price of Rs.12100 and pays premium of Rs.139 on call 

buy and a premium of Rs126 on put buy. The stock price on starting date is Rs.11661.85.Then 

the Payoff when the stock price changes on the month of February is as follows 

Date 

 

 

Close Payoff for call 

buy 

Payoff for Put 

buy 

 

Payoff For 

Long Straddle 

  1-Feb-20 11661.85   -139 312.15 173.15 

3-Feb-20 11707.9 -139 266.1 127.1 

4-Feb-20 11979.65 -139 -5.65 -144.65 

5-Feb-20 12089.15 -139 -115.15 -254.15 

6-Feb-20 12137.95 -101.05 -126          -227.05 

7-Feb-20 12098.35 -139 -124.35 -263.35 

10-Feb-20 12031.5 -139 -57.5 -196.5 

11-Feb-20 12107.9 -131.1 -126 -257.1 

12-Feb-20 12201.2 -37.8 -126 -163.8 

13-Feb-20 12174.65 -64.35 -126 -190.35 

14-Feb-20 12113.45 -125.55 -126 -251.55 

17-Feb-20 12045.8 -139 -71.8 -210.8 

18-Feb-20 11992.5 -139 -18.5 -157.5 

19-Feb-20 12125.9 -113.1 -126 -239.1 

20-Feb-20 12080.85 -139 -106.85 -245.85 

21-Feb-20 11829.4 -139 144.6 5.6 

25-Feb-20 11797.9 -139 176.1 37.1 

26-Feb-20 11678.5 -139 295.5 156.5 

27-Feb-20 11633.3 -139 340.7 201.7 
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Graph 7: Represents Data of Payoffs of Nifty Index Long Straddle for 

February Month.

 
 

Interpretation:  

Upper Breakeven point = long call Strike price + net Premium. 

=  12100  + 265  

  = 12365 

Lower Breakeven point  = long put Strike price - net Premium. 

=  12100 - 265 

=  11835 

From the above table, it has been shown that from 3rd February 2020 to 27thFebruary 2020 ,  he 

gets losses due to nifty option price is below 11835, within this time he gets a maximum loss of 

Rs 265 on 1stFebruary, that is the amount paid as premium. He gets profits if nifty option price is 

in increasing trend and that is equal or above 11835. He is not getting any profits in long straddle 

and payoffs for long straddle are in negative trend. 
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Table 4: Represents Data of Nifty Index of Holder of Call Option for the 

Month of February. 

If the investor buys NIFTY index holder of call option at a strike price of Rs 12126 and with a 

premium of Rs.91 on 1stFebruary 2020 with the cash price of Rs.11661.85.So the Payoff for the 

month of February when share price changes is as follows 

Date 

Close Call buy 

premium 

Call buy 

strike 

Payoff for 

Call buy 

Open 

interest 

Change in 

OI 

  1-Feb-20 11661.85 91 12126 -91 1142850 391275 

3-Feb-20 11707.9 91 12126 -91 967350 -175500 

4-Feb-20 11979.65 91 12126 -91 775875 -191475 

5-Feb-20 12089.15 91 12126 -91 827850 -51975 

6-Feb-20 12137.95 91 12126 -79.05 1178935 351075 

7-Feb-20 12098.35 91 12126 -91 1277925 99000 

10-Feb-20 12031.5 91 12126 -91 1335975 58050 

11-Feb-20 12107.9 91 12126 -91 1220475 -115500 

12-Feb-20 12201.2 91 12126 -16 1059075 -161400 

13-Feb-20 12174.65 91 12126 -42.35 1000200 -58875 

14-Feb-20 12113.45 91 12126 -91 1159175 168975 

17-Feb-20 12045.8 91 12126 -91 1686300 517125 

18-Feb-20 11992.5 91 12126 -91 2026500 340200 

19-Feb-20 12125.9 91 12126 -91 1751775 -274725 

20-Feb-20 12080.85 91 12126 -91 2604675 852900 

21-Feb-20 11829.4 91 12126 -91 3766425 1166750 

25-Feb-20 11797.9 91 12126 -91 3806475 40050 

26-Feb-20 11678.5 91 12126 -91 2972400 -834075 

27-Feb-20 11633.3 91 12126 -91 2869275 -103125 
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Graph 8: Representing Payoff for holder of Call Option of Nifty Index for the 

Month of February. 

 

Graph 9: Representing Open Interest for holder of Call Option of Nifty Index 

for February Month. 
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Graph 10: Represents change Open Interest for Holder of Call Option of 

Nifty Index for February Month. 

 

 

Interpretation:  

It is observed from the above table no: 4 that, in case of one month NIFTY Index call option 

contract from 1st February 2020 to 27th February 2020, the trader ends up with gain on index call 

option as the open market spot price on the date of execution is greater than the strike price of 

the contract. In this case the maximum gain that arises to the call option buyer is limited to the 

extent of premium paid which is 91. 

Therefore it is evident from the study that if the open market spot price is 12126, the option 

holder will be in no loss/profit position. If the open market price decreases by 1unit from 12126, 

then the trader profitability increases by 1. 

Break Even Point = Strike price + Premium 

                             = 12126 + 91 

    = 12217 

It is also evident from the study open interest for the concern Nifty Index call option is 

increasing from 3rd February 2020. As the spot price of the contract is decreasing open interest is 

in decreasing trend and the change in open interest is highly volatile during the period of the 

contract. 
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Table 5: Represents Data of Nifty Indexholder of Put Option for the Month of 

February. 

If the investor buys NIFTY index put buy Option at a strike price of Rs 12100 and with a 

premium of Rs. 91 on 1st February 2020 with the cash price of Rs.11661.85.So the Payoff for the 

month of February when share price changes is as follows 

Date 

Close Put buy 

Strike 

Put buy 

Premium 

Payoff for 

Put buy 

 

Open 

Interest 

 

Change in 

OI 

 

  1-Feb-20 11661.85 12100 91 347.15 513975 -99375 

3-Feb-20 11707.9 12100 91 301.1 380175 -133800 

4-Feb-20 11979.65 12100 91 29.35 367350 -12825 

5-Feb-20 12089.15 12100 91 -80.15 506025 138675 

6-Feb-20 12137.95 12100 91 -91 1048425 542400 

7-Feb-20 12098.35 12100 91 -89.35 1034850 -13575 

10-Feb-20 12031.5 12100 91 22.5 926550 -108300 

11-Feb-20 12107.9 12100 91 -91 1105575 179025 

12-Feb-20 12201.2 12100 91 -91 1315875 210300 

13-Feb-20 12174.65 12100 91 -91 1382400 66525 

14-Feb-20 12113.45 12100 91 -91 1303650 -78750 

17-Feb-20 12045.8 12100 91 -36.8 1389375 85725 

18-Feb-20 11992.5 12100 91 16.5 1025625 -363750 

19-Feb-20 12125.9 12100 91 -91 1897350 871725 

20-Feb-20 12080.85 12100 91 -71.85 1908450 11100 

21-Feb-20 11829.4 12100 91 179.6 1159350 -749100 

25-Feb-20 11797.9 12100 91 211.1 947325 -212025 

26-Feb-20 11678.5 12100 91 330.5 889050 -58275 

27-Feb-20 11633.3 12100 91 375.7 768975 -120075 
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Graph 11: Representing Payoff for holder of Put Option of Nifty Index for the 

Month of February.
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Graph 12: Representing Open Interest for holder of Put Option of Nifty Index 

for February Month.
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Graph 13: Represents Open Interest for holder of Put Option of Nifty Index 

for February month

- 

Interpretation: It is observed from the above table no: 5 that, in case of one month NIFTY 

Index call option contract from 1st February 2020 to 20th February 2020, the trader ends up with 

profit on index put option as the open market spot price on the date of execution is more than the 

strike price of the contract. In this case the maximum gain that arises to the call option buyer is 

limited to the extent of premium paid which is91. 

Therefore it is evident from the study that if the open market spot price is 11974, the 

option holder will be in no loss/profit position. If the open market price decreases by 1unit from 

11974, then the trader profitability increases by 1. 

Break Even Point = Strike price + Premium 

= 12100 +91 

=12191 

It is also evident from the study open interest for the concern Nifty Index put option is high from 

3rd February 2020. As the contract is nearing to expiration date open interest is in increasing 

trend and the change in open interest is highly volatile during the period of the contract. 
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Table6: Represents the Payoffs of Long Strangle Strategy of Nifty for 

February Month. 

If the investor does a Long strangle strategy i.e. it involves both call buy and put buy of NIFTY 

index on 1st February, 2020 with a strike price of Rs.12100 and receives a premium of Rs.91. 

The stock price on starting date is Rs.11661.85.Then the Payoff when the stock price changes on 

the month of February is as follow 

Date 

 

 

Close Payoff for Call 

buy 

Payoff for Put 

buy 

 

Payoff For long 

Strangle 

1-Feb-20 11661.85 -91 347.15 
256.1 

3-Feb-20 11707.9 -91 301.1 
210.1 

4-Feb-20 11979.65 -91 29.35 
-61.65 

5-Feb-20 12089.15 -91 -80.15 
-171.15 

6-Feb-20 12137.95 -79.05 -91 
-170.05 

7-Feb-20 12098.35 -91 -89.35 
-180.35 

10-Feb-20 12031.5 -91 22.5 
-68.5 

11-Feb-20 12107.9 -91 -91 
-182 

12-Feb-20 12201.2 -16 -91 
-107 

13-Feb-20 12174.65 -42.35 -91 
-133.35 

14-Feb-20 12113.45 -91 -91 
-182 

17-Feb-20 12045.8 -91 -36.8 
-127.8 

18-Feb-20 11992.5 -91 16.5 
-74.5 

19-Feb-20 12125.9 -91 -91 
-182 

20-Feb-20 12080.85 -91 -71.85 
-162.85 

21-Feb-20 11829.4 -91 179.6 
88.6 

25-Feb-20 11797.9 -91 211.1 
120.1 

26-Feb-20 11678.5 -91 330.5 
239.5 

27-Feb-20 11633.3 -91 375.7 
284.7 
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Graph 14: Representing Payoff for Long Strangle of Nifty Index for the 

Month of February. 

 
 

Upper Breakeven point =call buy Strike price + net Premium. 

=  12126   +91 

=  12,217 

Lower Breakeven point = put buy Strike price - net Premium. 

=  12126 - 91 

=  12,035 

Interpretation:  

 

From the above table, it has been shown that from 1stFebruary 2020to 29thFebruary 2020,  he 

gets profits due to nifty option price is below 12,217 and above 12035, within this time he gets a 

maximum profit of Rs 182 on 1stFebruary, that is the amount received as  premium on both call 

buy and put buy. He gets no losses because of nifty option price is in increasing trend and that is 

equal or above . 

He is not getting profits in long straddle and payoffs for long straddle are in positive trend. 
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Table 7: Represents the Comparison Payoffs of Long Straddle Strategy with 

Long Strangle Strategy of Nifty for February Months. 

Here the data of both the payoffs for which the investor will compare in long straddle strategy 

with short straddle strategy is as follows. 

Date Close 

Payoff For Long 

Straddle 

Payoff For Long 

Strangle 

1-Feb-20 11661.85 173.15 
256.15 

3-Feb-20 11707.9 127.1 
210.1 

4-Feb-20 11979.65 -144.65 
-61.65 

5-Feb-20 12089.15 -254.15 
-171.15 

6-Feb-20 12137.95  -227.05 
-170.05 

7-Feb-20 12098.35 -263.35 
-180.35 

10-Feb-20 12031.5 -196.5 
-68.5 

11-Feb-20 12107.9 -257.1 
-182 

12-Feb-20 12201.2 -163.8 
-107 

13-Feb-20 12174.65 -190.35 
-133.35 

14-Feb-20 12113.45 -251.55 
-182 

17-Feb-20 12045.8 -210.8 
-127.8 

18-Feb-20 11992.5 -157.5 
-74.5 

19-Feb-20 12125.9 -239.1 
-182 

20-Feb-20 12080.85 -245.85 
-162.85 

21-Feb-20 11829.4 5.6 
88.6 

25-Feb-20 11797.9 37.1 
120.1 

26-Feb-20 11678.5 156.5 
239.5 

27-Feb-20 11633.3 201.7 
284.7 
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Graph 15: Representing Data of Payoffs of Long Straddle Strategy and Long 

strangle for February months        

 

 

 

Interpretation: 

From the above table and graph, the investor compares both the Long straddle and Long strangle 

strategies of NIFTY index for the month of February. In the graph it is observed that Long 

straddle strategy and Long strangle strategies are opposite to each other. The maximum loss in 

long straddle strategy is Rs.265,whereas in long strangle maximum profit is Rs.284.7. 
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Findings 

 If the market is Bullish the investors gets unlimited profits and limited losses i.e., to the 

extent of call premium paid if they invest in call options. 

 It is observed from the study that in case of CE nifty index option, the spot price on the 

date of expiry of the contract is less than the strike price 

 If the market is Bearish the investors gets unlimited profits and limited losses i.e., to the 

extent of premium paid if they invest in put options. 

 It is observed from the study that in case of PE nifty index option, the spot price on the 

date of expiry of the contract is less than the strike price.  

 .In long straddle strategy investors may get unlimited profits and limited losses i.e., to the 

extent of premium paid. 

 In long strangle strategy investors may get unlimted profits and limited losses i.e to the 

extent of premium paid. 

 In long straddle strategy ,  strike prices are same both in call buy and put buy. 

 In long strangle strategy, strike prices are different both in call buy and put buy. 
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Suggestions 

 Study shows that derivatives are available tools in modern financial markets, but one has 

to be clear about the tools in derivatives and how they can be effectively used. 

 Understanding of options, strike prices and premiums are to be carefully observed at the 

time of hedging and comparison of payoffs. 

 Carefully understanding of market conditions by the investors before investing in options 

market in order to minimize the risk. 

 Risk minimization strategies should be learnt while investing in Options  market.  

 Derivatives are the alternative investment instrument in the financial markets in order to 

minimize the risk. 

 The investors has to be clear about the techniques used in derivative market. 
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Conclusion 

Derivatives have become increasingly important in finance. Options are now traded 

actively on many exchanges throughout the world. Derivatives can be dependent on any variable 

from the price of hogs to the amount of snow falling at a certain ski resort. So the derivatives are 

very risky, the investors should take measures while investing in Derivative markets. The 

investors those who wish to avoid losses in stock markets invest in derivatives markets. Futures 

and Option strategies help in hedging their risks and maximizing profits.  
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Data for OPTIDX - NIFTY - CE from 03-Feb-2019 to 27-Feb-

2019 
 

 
Date 

 
Expiry 

Strike 
Price 

 
Open 

 
Close 

 
LTP 

Settle 
Price 

No. of 
contracts 

Turnover in 
Lacs 

 
Open Int 

Change 
in OI 

Underlying 
Value 

1-Feb- 
20 

27-Feb- 
20 

 
12100 

 
163 

 
45.2 

 
44.6 

 
45.2 

 
65321 

 
597542.6 

 
1142850 

 
391275 

 
11661.85 

3-Feb- 
20 

27-Feb- 
20 

 
12100 

 
32.1 

 
36.65 

 
37.25 

 
36.65 

 
37118 

 
337923.5 

 
967350 

 
-175500 

 
11707.9 

4-Feb- 
20 

27-Feb- 
20 

 
12100 

 
40.6 

 
91.8 

 
91 

 
91.8 

 
50096 

 
457319 

 
775875 

 
-191475 

 
11979.65 

5-Feb- 
20 

27-Feb- 
20 

 
12100 

 
97.15 

 
138.5 

 
139 

 
138.5 

 
46036 

 
421632.5 

 
827850 

 
51975 

 
12089.15 

6-Feb- 
20 

27-Feb- 
20 

 
12100 

 
139.9 

 
162.6 

 
159 

 
162.6 

 
50413 

 
463460.6 

 
1178925 

 
351075 

 
12137.95 

7-Feb- 
20 

27-Feb- 
20 

 
12100 

 
159.05 

 
131.9 

 
125 

 
131.9 

 
38110 

 
349651.5 

 
1277925 

 
99000 

 
12098.35 

10-Feb- 
20 

27-Feb- 
20 

 
12100 

 
128.9 

 
97.85 

 
102 

 
97.85 

 
51872 

 
474349.5 

 
1335975 

 
58050 

 
12031.5 

11-Feb- 
20 

27-Feb- 
20 

 
12100 

 
120.75 

 
134.05 

 
134.5 

 
134.05 

 
37069 

 
340539.3 

 
1220475 

 
-115500 

 
12107.9 

12-Feb- 
20 

27-Feb- 
20 

 
12100 

 
150.65 

 
191.7 

 
188 

 
191.7 

 
28002 

 
257963.5 

 
1059075 

 
-161400 

 
12201.2 

13-Feb- 
20 

27-Feb- 
20 

 
12100 

 
180.15 

 
148.5 

 
142.85 

 
148.5 

 
26390 

 
242352.3 

 
1000200 

 
-58875 

 
12174.65 

14-Feb- 
20 

27-Feb- 
20 

 
12100 

 
161 

 
120.75 

 
121 

 
120.75 

 
47190 

 
433226.3 

 
1169175 

 
168975 

 
12113.45 

17-Feb- 
20 

27-Feb- 
20 

 
12100 

 
121.1 

 
86.5 

 
89.1 

 
86.5 

 
71172 

 
650976.7 

 
1686300 

 
517125 

 
12045.8 

18-Feb- 
20 

27-Feb- 
20 

 
12100 

 
67.4 

 
52.65 

 
56.05 

 
52.65 

 
119787 

 
1091074 

 
2026500 

 
340200 

 
11992.5 

19-Feb- 
20 

27-Feb- 
20 

 
12100 

 
75 

 
103.9 

 
108.5 

 
103.9 

 
141367 

 
1292041 

 
1751775 

 
-274725 

 
12125.9 

20-Feb- 
20 

27-Feb- 
20 

 
12100 

 
95.1 

 
61.2 

 
63.4 

 
61.2 

 
161209 

 
1472696 

 
2604675 

 
852900 

 
12080.85 

24-Feb- 
20 

27-Feb- 
20 

 
12100 

 
31.65 

 
12.1 

 
11.35 

 
12.1 

 
416260 

 
3782657 

 
3766425 

 
1161750 

 
11829.4 

25-Feb- 
20 

27-Feb- 
20 

 
12100 

 
22.9 

 
4.25 

 
4 

 
4.25 

 
287139 

 
2607175 

 
3806475 

 
40050 

 
11797.9 

26-Feb- 
20 

27-Feb- 
20 

 
12100 

 
2.65 

 
1.45 

 
1.1 

 
1.45 

 
192412 

 
1746364 

 
2972400 

 
-834075 

 
11678.5 

27-Feb- 
20 

27-Feb- 
20 

 
12100 

 
0.4 

 
0.1 

 
0.05 

 
11633.3 

 
54539 

 
494948 

 
2869275 

 
-103125 

 
11633.3 
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Data for OPTIDX - NIFTY - PE from 03-Feb-
2019 to 27-Feb-2019 

 

 
Date 

 
Expiry 

Strike 
Price 

 
Open 

 
Close 

 
LTP 

Settle 
Price 

No. of 
contracts 

Turnover in 
Lacs 

 
Open Int 

Change 
in OI 

Underlying 
Value 

1-Feb- 
20 

27-Feb- 
20 

 
12100 

 
305 

 
483.7 

 
514.45 

 
483.7 

 
12853 

 
119857.7 

 
513975 

 
-99375 

 
11661.85 

3-Feb- 
20 

27-Feb- 
20 

 
12100 

 
481.8 

 
428.85 

 
422.15 

 
428.85 

 
4860 

 
45732.96 

 
380175 

 
-133800 

 
11707.9 

4-Feb- 
20 

27-Feb- 
20 

 
12100 

 
370.3 

 
226.95 

 
225 

 
226.95 

 
5444 

 
50512.72 

 
367350 

 
-12825 

 
11979.65 

5-Feb- 
20 

27-Feb- 
20 

 
12100 

 
229.5 

 
151.3 

 
147.2 

 
151.3 

 
16072 

 
147944.6 

 
506025 

 
138675 

 
12089.15 

6-Feb- 
20 

27-Feb- 
20 

 
12100 

 
139 

 
124.4 

 
126 

 
124.4 

 
57856 

 
530625.8 

 
1048425 

 
542400 

 
12137.95 

7-Feb- 
20 

27-Feb- 
20 

 
12100 

 
130.3 

 
135.45 

 
143.9 

 
135.45 

 
38452 

 
352969 

 
1034850 

 
-13575 

 
12098.35 

10-Feb- 
20 

27-Feb- 
20 

 
12100 

 
136.35 

 
160.8 

 
155.1 

 
160.8 

 
30611 

 
281679.1 

 
926550 

 
-108300 

 
12031.5 

11-Feb- 
20 

27-Feb- 
20 

 
12100 

 
123.45 

 
107.9 

 
104.2 

 
107.9 

 
51714 

 
473114.4 

 
1105575 

 
179025 

 
12107.9 

12-Feb- 
20 

27-Feb- 
20 

 
12100 

 
90 

 
62.4 

 
63.45 

 
62.4 

 
52438 

 
478541.7 

 
1315875 

 
210300 

 
12201.2 

13-Feb- 
20 

27-Feb- 
20 

 
12100 

 
66.1 

 
77.1 

 
81.1 

 
77.1 

 
55798 

 
509688.4 

 
1382400 

 
66525 

 
12174.65 

14-Feb- 
20 

27-Feb- 
20 

 
12100 

 
69 

 
92.6 

 
91.75 

 
92.6 

 
92029 

 
840437.6 

 
1303650 

 
-78750 

 
12113.45 

17-Feb- 
20 

27-Feb- 
20 

 
12100 

 
88 

 
113.55 

 
109.95 

 
113.55 

 
81018 

 
741682.8 

 
1389375 

 
85725 

 
12045.8 

18-Feb- 
20 

27-Feb- 
20 

 
12100 

 
127.7 

 
144.3 

 
137.7 

 
144.3 

 
39668 

 
365072.6 

 
1025625 

 
-363750 

 
11992.5 

19-Feb- 
20 

27-Feb- 
20 

 
12100 

 
80 

 
62.35 

 
60.1 

 
62.35 

 
121631 

 
1111017 

 
1897350 

 
871725 

 
12125.9 

20-Feb- 
20 

27-Feb- 
20 

 
12100 

 
82.3 

 
83.45 

 
81.35 

 
83.45 

 
192122 

 
1753005 

 
1908450 

 
11100 

 
12080.85 

24-Feb- 
20 

27-Feb- 
20 

 
12100 

 
159.8 

 
280.35 

 
278.5 

 
280.35 

 
59049 

 
545016.2 

 
1159350 

 
-749100 

 
11829.4 

25-Feb- 
20 

27-Feb- 
20 

 
12100 

 
245 

 
288.4 

 
271.6 

 
288.4 

 
16577 

 
153733.8 

 
947325 

 
-212025 

 
11797.9 

26-Feb- 
20 

27-Feb- 
20 

 
12100 

 
320.25 

 
404.55 

 
401.65 

 
404.55 

 
5063 

 
47388.06 

 
889050 

 
-58275 

 
11678.5 

27-Feb- 
20 

27-Feb- 
20 

 
12100 

 
432.9 

 
468.85 

 
468.5 

 
11633.3 

 
6029 

 
57008.32 

 
768975 

 
-120075 

 
11633.3 
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INTRODUCTION 
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CASH FLOW ANALYSIS 

1.1 Introduction: 

“Financial management is concerned with financial resources and their effective utilization 

towards achieving the organizational goals” 

“Financial management is the process of putting the available funds to the best advantage from 

the long term point of view of business objectives” 

The statement of cash flows is the last financial statement prepared. It reports on all 

inflows and outflows of cash over a period in time. This means that the statement of cash flows 

reports the change in cash from the beginning to end of a time period, usually a year. It’s 

important to that only cash transactions are reposted on the statement of cash flows. There are 

three sections included on the statement of cash flows. 

The first section reports cash flows from operating activities. The second section includes 

cash flows from investing activities and the last section is cash flows from financing activities. 

The cash flow from operating activities is the first section on the statement of cash flows. It 

includes most cash transactions that determine net income. Some examples are cash inflows from 

dividends & cash collections from credit sales. 

The second section of the statement of cash flows is the investing section. The investing 

section includes cash transactions that affect long-term assets, such as property, plant, and 

equipment. It also includes purchase and sale of short–term investments. Cash outflows from 

investing activities include cash used for purchasing long-term assets, cash loaned to others, and 

cash used for purchases of short- term investments. 

The last section on the statement of cash flows is the financing section. The financing 

section includes cash transactions that affect Long – term liabilities and equity. Some examples 

of cash inflows from financing are cash contributions from owners, cash received from issuing 

bonds or notes payables, and cash received by issuing stock. Cash outflows from financing 

activities include the payment of cash dividends, cash used to purchase treasury stock, cash paid 

to retire bonds or notes payable. 
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The operating, investing, and financing section only show cash transactions. However, 

because of the full – disclosure principle, companies are required to also required to also prepare 

a separate schedule of important noncash investing and financing activities. 
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1.2 Need for the study: 

Many business owners disregard the importance of cash flow statement because they 

unwittingly believe that there from other financial reports and projections. A cash flow statement 

is necessary to assess the incoming and outgoing flow of cash and other resources in a business. 

The owner of a business with a cash flow statement is more aware of his or her invertors to make 

education decisions on future investments. 

A business with regular and reliable cash flow statements shows more economic solvency 

and is more attractive to investors. This will allow a business owner to compare past periods with 

the current financial standing and determine whether your receivables have increased or 

decreased. If helps to track receivables and payables of a firm. 
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 1.3 Objectives of the Study:  

• To examine the relationship between profitability and net cash flow and the impact of 

changing prices. To know the cash flow in operating, investing and financing activities 

• The present and future earning capacity or profitability of the concern. 

• To evaluate the changes in net assets, financial structure and ability to affect the amounts 

and timing of cash flow.  

• To suggest necessary measure for improving cash flows of the company 
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1.4 Scope of the study: 

The scope of the study is limited to collecting financial data published in the annual 

reports of the company every year. The analysis is done to suggest the possible solutions. The 

study is carried out for 5 years (2015-16 to 2019-20) in this project analysis is done taking into 

cash and cash equivalent items. 

Using the cash flow statement, firms past, present and future performance can be 

analyzed and this study has been divided as short analysis and long analysis. The firm should 

generate enough not only to meet the expectations of owner, but also to expansion activities. 
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1.5 Methodology of the Study: 

Methodology is a systematic procedure of collecting information in order to analyses and 

verifies a phenomenon. The collection of information is of two types. 

• Primary Data: 

The information is collected from the internal sources, interviews and discussion with 

values officials in the finance department & concerned executives of various departments. 

• Secondary Data: 

It is an analytical research based on the secondary data involves figures denoted 

regarding cash inflow and cash out flow in cash flow statement reported in annual report of the 

business firm for 5 years 2014-2015, 2015-2016, 2016-2017, 2017-2018, 2018-2019. 

Also some important information is collected by various sources of secondary data such 

as books, websites, and official release of business firm. 

The data collection includes: 

Collected required data from Annual Reports of South Central Railway 

Reference from books 

Internet 
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1.6 Limitations of the Study: 

• The study is based mainly on secondary information  

• The present study cannot be used for inter firm comparison 

• Limited span of time is a major limitation for this project 

• The data used in reports are taken from the annual reports published at end of the year 

• The result does not reflect the day to day transitions 

• It is also impossible to the study of day to day transactions in cash management 
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INDUSTRY PROFILE  

  Introduction: 

Railways were first introduced to i.e. in 1853. By 1947, the year of India's independence, 

there were forty-two rail systems. In 1951 the systems were nationalized as one unit, becoming 

one of the largest networks in the world. IR operates both long distance and suburban rail 

systems on a multi-gauge network of broad, meter and narrow gauges. It also owns locomotive 

and coach production facilities. 

The introduction of Railways in our country has taken place at the juncture when the 

transportation system in our country was primitive with the introduction of Railways the 

transportation system and it changed a lot. It was in 16th April, 1953 when the first train was 

steamed of from Bombay to Thana, a stretch of 34 KMs. At present it is having a route length of 

62.915 KMs. Indian Railways is not only the biggest public sector undertaking but also the 

biggest utility concern. "Indian Railway" is largest in Asia and fourth in the world. 

Since its introduction the "Indian Railway" is still continuing to be the predominant in 

Transportation. In the initial stages the administrative control of Railways in India as in the 

hands of the public works departments. But in 1903, the Robertson committee recommended for 

separate board for the Railways. This Board came to begin in February 1905 with authority to 

manage the Railways of India in the basis of Commercial principles. 

The Board was initially in the hands of Ministry of Commerce and Industry but was late 

transferred to Ministry of Transport and communications. After Independence, the Railways are 

under the direct control of the Ministry of Railways assisted by the Railway Board in the matter 

of policy and decision making. For administrative convenience the Railways, Board re divided in 

16 zones. Every zone is headed by a "General Manager" the zones the further divided into 

different divisions and various departments for the better management. 

Vision: 

To be a leading organization in the field of development, redevelopment, operation and 

maintenance of railway stations with passenger amenities of international standards. 
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Mission: 

To develop self-sustainable railway stations in the country with high standards of safety, 

comfort, user friendly passenger amenities, value added services and efficiency by adopting the 

best technological practices, sound financial strategy an optimum utilization of resource 

Railway Administration: 

The Ministry of Railway functions under the guidance of the minister of Railways, 

assisted by the Minister of State for Railways. The day-to-day affairs and formulation of policy 

are managed by the Railway Board comprising of a Chairman, five other function members and 

a financial commissioner. The chairman of the Railway Board is the ex-officio Principal 

Secretary and each of the other fine functional members are the ex-officio Secretaries to the 

Government of India. 

Indian Railway: Nation’s life line: 

Indian Railways have continuously influence the social, economic, cultural and political 

life of the people. Some of the important aspects of this influence are increased mobility of the 

common man, bringing together people from all castes, communities and religions, growth trade 

and commerce development of industries, equalizing price line, urbanization, employment 

generation, rural development, help in spread of education, contribution to national exchequer, 

influence on literature, poetry, music files etc., Thus, Railways have become Nation's life line. 

The Biggest Organization: 

Indian Railways are the biggest organization our country with 14.12 lakes of employees, 

63,332 route kilometers traversing from Okha to MurkongSelekandUdhampur to Kanyakumari, 

6,974 Railway stations, a fletch of 8,025 locomotives, 50,080 passenger and other coaches. 

2,07,176 goods wagons, carrying 5,725 million originating passenger traffic and 682.4 million 

metric tons of originating goods traffic. It has a total investment of 1,12,180.41 cores. 
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Brief History: 

The first train in the world was run between Stockton and Darlington in England in 1825. 

In 1844, R.M. Stephenson submitted a proposal to East India Company to start the Railway 

system in India and it was accepted. The first contract was given to East Indian Railway 

Company in 1849. Later, great Indian peninsular Railway Company and other companies were 

given similar contracts in different parts of India. The first train ran on 16th April 1853 from 

Prouder to Thane followed by the second from Howrah to Hooghly on 15th August 1854. 

Developments in Indian Railways have passed through various phases which are broadly as under: 

1. Guarantee system  - 1894 - 1869 

2. State construction  - 1869 – 1882 

3. Modified Guarantee  - 1882 – 1924 

4. Nationalization  - 1924 – 1948 

5. Integration & Regrouping - 1948 – 1951 

6. Era of planning  - 1951 – Till date 

 

Railway’s Management: 

Initially, the Board of Directors in England had an agent in India for supervision and 

control over the companies. The Government appointed advisory engineers and auditors. In 

1855, Railways were placed under Public Works Department. A railway branch was organized 

under PWD in 1869 and a State Railway Directorate in 1874. Ultimately, the Railway Board was 

organized in 1905. The separate Ministry of Railways was formed after independence. 

Railway Board: 

Railway Board is the apex executive body which administers, directs ad supervised the 

functioning of the Railway system. The Board functions under the Minister for Railways and is 

headed by the Chairman, who is equivalent to Principal Secretary to Government of India. 
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The other members are: 

• Financial Commissioner 

• Member Staff 

• Member Traffic 

• Member Mechanical 

• Member Engineering 

• Member Electrical 

The Board has several directorates. Major directorates are headed by an Advisor; Health 

Services and RPF directorates have Director Generals. They are assisted by Executive Directors, 

Directors and Joint Directors etc. 

 

 A. Board’s Attached and Subordinate Offices etc. 

(1) Research Design and Standards Organization, Lucknow 

(2) Note: we’ve. 01.01.'03, RDSO has been declared to be a Zonal Railway with head-

quarters at Lucknow. 

(3) Railway Liaison Officer with the Directorate General of Supplies and Disposals 

 

(1)  Subordinate Offices: 

Railway Recruitment Boards at Ahmadabad, Ajmer, Allahabad, Bangalore, Bhopal, 

Bhubaneswar, Mumbai, Calcutta, Chandigarh, Guwahati, Gorakhpur, Jammu & Kashmir, 

Chennai, Malda, Muzaffarpur, Patna, Ranchi, Secunderabad and Thiruvanthapuram. 

(2)  Centralized Training Institutions : 

Railway Staff College, Vadodara; Indian Institute of Civil Engineering, Pune; Indian 

Railways Institute of Signal Engineering and Telecommunications, Secunderabad; Indian 

Railways Institute of Mechanical & Electrical Engineering, Jabalpur; Indian Railways Institute 

of Electrical Engineering, Nasik; Indian Railway Institute of Transport Management, Luck now. 
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(3)  Production Units: 

• Chittaranjan Locomotive Works, Chittaranjan, 

• Integral Coach Factory, Paramour, Chennai, 

• Diesel Locomotive Works, Varanasi, 

• Rail Wheel Plant, Bangalore, 

• Diesel Component Works, Patiala, 

• Railway Coach Factory, Kapurthala 

• Other Organizations: 

• Metro Railways at Calcutta, Mumbai and Chennai 

• Circular Railway Project, New Delhi 

• Central Organization for Modernization of Workshops, New Delhi, 

• Central Organization for Railway Electrification, Allahabad 

• CRIS, New Delhi, 

• Indian Railway Conference Association, New Delhi 

Commissions, Tribunals etc.,(Not under the Ministry) commissioner for Railway safety 

with offices at luck now ,Calcutta ,Bangalore and Mumbai; Railway Rates Tribunal, Chennai, 

Railway claims Tribunals, Railway Audit Organization and other Commissions etc., organizes 

from time to time. 

Undertakings under the Ministry: 

• Rail India Technical and Economic Services Ltd., (RITES); 

• Indian Railway Construction Company Ltd.,(IRCON); 

• Indian Container Corporation Ltd., 

• Centre for Railway Information Systems (CRIS); 

• Indian Railway Catering and Tourism Corporation Ltd.,(IRCTC); 

• Rail Tel Corporation of India, 

• Rail Tel Vikas Nigam Ltd.,(RVNL); 

• Pipavav Railway Corporation Ltd.,(PRCL) 
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ZONAL RAILWAYS: The Indian Railways were divided in to 09 zones. 

ZONAL RAILWAYS  

Name of Railways Formed on HQ Route Kms. 

Southern Railway 14.04.1951 Chennai 5,210 

Central Railway 05.11.1951 Mumbai CST 3,832 

Western Railway 05.11.1951 Mumbai CG 6,533 

Eastern Railway 14.04.1952 Kolkata 2,412 

Northern Railway 14.04.1952 New Delhi 6,910 

North Eastern Railway 14.04.1952 Gorakhpur 3,402 

South Eastern Railway 01.08.1955 Kolkata 2,614 

North Eastern Frontier Railway 15.01.1958 Malegaon 3,766 

South Central Railway 02.10.2002 Secunderabad 5,743 

North Western Railway 01.10.2002 Jaipur 5,452 

East Central Railway 01.10.2002 Hajipur 3,439 

East Coast Railway 01.04.2003 Bhuvaneswar 2,431 

South Western Railway 01.04.2003 Hubli 3,111 

West Central Railway 01.04.2003 Jabalpur 2,965 

North Central Railway 01.04.2003 Allahabad 3,080 

South East Central Railway 01.04.2003 Ballarpur 2,432 
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Introduction of South Central Railway:  

It was created on 2 October 1966 as the ninth zone of Indian Railways.] The six divisions 

of this railway have a total 5,752 route kilometers of track. Current General Manager of S.C. 

Railway is Mr. G.N.ASTHANA, an officer of IRSME. From the days of steam-hauled 

locomotives and wooden plank seats, South Central Railway has come a long way, modernizing 

its system with the state of the art high-powered Diesel and Electric Locomotives, high speed 

telescopic Passenger Coaches, and higher axle load wagons, higher capacity track in all 

important routes, LED based multiple aspect colour light signaling with panel interlocking & 

solid state interlocking, and digital microwave and optic fiber cable communication system, 

ISDN exchanges etc. Over the years, South Central Railway has attained sufficient transportation 

output with adequate infrastructure development and technological upgrading to serve the 

regions in its jurisdiction. Safe operation of trains, expansion of network, modern passenger 

amenities, punctuality of trains, courteous service and cleanliness in stations and trains remain 

always the thrust areas of this Railway. Being a service oriented organization, South Central 

Railway provided Computerized Passenger Reservation System at 85 Stations/locations covering 

96% of the berths available. In the arena of information dissemination to the rail customers, it 

has provided "139" Interactive Voice Response System (IVRS) for Reservation and train 

enquiry, National Train Enquiry System (NTES) for real-time information on movement of 

trains, Passenger Operated Enquiry Terminals (POET) with information on availability of 

accommodation and confirmation and Close Circuit Television (CCTV) for real time reservation 

availability status at all important stations in its system. 

For mass movement of freight, S.C. Railway has introduced high horse powered diesel 

and electric locomotives and high speed, higher axle load Box-N-Wagons. 

In 2008 South Central Railways also had the privilege to be the first one to implement 

wireless MU Coupler system supplied by Ms Lotus Wireless Technologies, permitting Longer 

freight train delivering higher capacity. The system was first implemented in Diesel Locomotive 

in 2008 followed by installation on Electric Locomotive in 2011 at Electric Loco Shed, 

KazipeThe Trains equipped with these systems are in use at Badrachalam region in the South 

Central Railways. South Central Railway plays a pivotal role as a catalyst for agricultural and 

industrial development in the Southern peninsula apart from fostering the growth of trade and 
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commerce including import/export through ports by connecting sea ports with their hinder land 

and inland container depots. Its reliable and comfortable passenger services for long and short 

distance travel by introducing many super fast and intercity trains helps transform the society by 

catering to their personal, business, educational and tourism purposes. Jurisdictional adjustments 

were made in October 1977 by merging Guntakal Division of the Southern Railway with South 

Central Railway and transferring Sholapur Division back to Central Railway. Secunderabad 

Division was split in February 1978 into two Divisions Secunderabad and Hyderabad to facilitate 

effective operational and administrative control. On 1 April 2003, the newly formed Guntur 

division and Nanded Division of South Central Railway became operational and Hugli Division 

was transferred to the newly formed South Western Railway. Presently, the South Central 

Railway has six divisions, namely Secunderabad, Hyderabad, Vijayawada, Guntur, Guntakal and 

Nanded with 5752 Route km of which 1604 Rkm are electrified. Vijayawada is the second 

largest railway junction in India and the most important station of the Indian Railway. 

Vijayawada is heart of south central railways it is more important than Secunderabad earning 

more income than rest of the other 

South Central Railway provided Computerized Passenger Reservation System at 

85Stations/locations covering 96% of the berths available. In the arena of information dissemination to 

the rail customers, it has provided Inter-active Voice Response System (IVRS) for Reservation and train 

enquiry, National Train Enquiry System (NTES) for real time information on movement of trains, 

Passenger Operated Enquiry Terminals (POET) with information on availability of accommodation and 

confirmation and Close Circuit Television (CCTV) for real time reservation availability status at all 

important stations in its system. 

  

Introduction of Vijayawada Division: 

Vijayawada Division is located on the Howrah – Chennai and New Delhi – Chennai 

trunk route. It came into existence in the year 1956 as a part of Southern Railway. It was 

amalgamated in South Central Railway with effect from 2nd October, 1966.Some portion of it 

was carved out for creation of Guntur Division with effect from 1st April 2003.Vijayawada 

Division forms a very vital Railway link on the Indian Railway System as ‘Gateway’ to the 

South. 



 

Presently this division runs through

Godavari, West Godavari, Krishna,

Sriramulu Nellore Dist. The eastern half of the districts adjoining the coast of Bay of Bengal is 

fed by important perennial rivers like the Pennar (n

and the Godavari (near Rajahmundry).

junctions in India 

 

Vijayawada Division S&T Organizational Structure

  

Some of the recent key achievements are:

• First semi-high speed train, The Gateman Express between Delhi’s Hazrat Nizamuddin 

station and Agra Cantonment, was launched on April 5, 2016. This is the fastest train in 

India, running at up to 160 km/h 

• Mumbai-Ahmadabad high speed rail project has been sanctioned at a cost 

• Biggest ‘Make in India’ initiative with JV agreements worth INR 40,000 

between Ministry of Railways and M/S Alstom Manufacturing India for setting up 

Electric locomotive factory at Madhepura, and with GE Global Sourcing India Pvt. Ltd for 

setting up a Diesel locomotive factory in Marhowra for rolling stock manufacturing 

(November 2015). 

• 2828 km of Broad Gauge lines commissioned in FY 2015

km of Broad Gauge lines in FY 2014

16 

Presently this division runs through seven revenue districts viz.,

Godavari, West Godavari, Krishna, Guntur, Prakasam and Nellore renamed as Sri Potti 

The eastern half of the districts adjoining the coast of Bay of Bengal is 

fed by important perennial rivers like the Pennar (near Nellore), the Krishna (near

Rajahmundry). Vijayawada Railway station is one of the bus

Vijayawada Division S&T Organizational Structure

Some of the recent key achievements are: 

high speed train, The Gateman Express between Delhi’s Hazrat Nizamuddin 

station and Agra Cantonment, was launched on April 5, 2016. This is the fastest train in 

India, running at up to 160 km/h with a journey time of 1 hour 40 min on the 188 km rout

Ahmadabad high speed rail project has been sanctioned at a cost 

Biggest ‘Make in India’ initiative with JV agreements worth INR 40,000 

between Ministry of Railways and M/S Alstom Manufacturing India for setting up 

Electric locomotive factory at Madhepura, and with GE Global Sourcing India Pvt. Ltd for 

setting up a Diesel locomotive factory in Marhowra for rolling stock manufacturing 

2828 km of Broad Gauge lines commissioned in FY 2015-16 which is highest ever & 1983 

km of Broad Gauge lines in FY 2014-15 against an average of 1528 km during 2009

., Visakhapatnam, East 

renamed as Sri Potti 

The eastern half of the districts adjoining the coast of Bay of Bengal is 

Nellore), the Krishna (near Vijayawada) 

Vijayawada Railway station is one of the busiest Railway 

Vijayawada Division S&T Organizational Structure 

 

high speed train, The Gateman Express between Delhi’s Hazrat Nizamuddin 

station and Agra Cantonment, was launched on April 5, 2016. This is the fastest train in 

a journey time of 1 hour 40 min on the 188 km route. 

Ahmadabad high speed rail project has been sanctioned at a cost of INR 97,636 Cr. 

Biggest ‘Make in India’ initiative with JV agreements worth INR 40,000 cores signed 

between Ministry of Railways and M/S Alstom Manufacturing India for setting up an 

Electric locomotive factory at Madhepura, and with GE Global Sourcing India Pvt. Ltd for 

setting up a Diesel locomotive factory in Marhowra for rolling stock manufacturing 

highest ever & 1983 

15 against an average of 1528 km during 2009-14. 
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• During 2014-16, 3105 RKM have been electrified, which is an average of 1552.5 

RKM/annum as against 1236 RKM/annum during 2009-14. 

• 1,098 RKM Optical Fiber Cables (OFC) have been laid in FY15-16. The total OFC network 

commissioned by Indian Railways is 48,818 RKM OFC enabling high speed communication 

network over Indian Railways. 

Projects: 

• Electric loco shed, Guntakal 

• Midlife Coach factory, Kurnool 

• Periodic Wagon overhauling workshop, Kazipet 

• Bogie Components Manufacturing unit, Thottambedu 

Performance and Earning: 

In the financial year 2018–19, the zone had transported 122.5 million tones of freight and 

earned ₹15,640 crore (US$2.2 billion), while it transported 383million passengers and 

earned ₹10,000 crore (US$1.4 billion). It runs a total of 744 trains per day, with a passenger 

footfall of five hundred thousand. 
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COMPANY PROFILE 

Introduction: 

The South Central Railway (abbreviated SCR ) is one of the 18 zones of Indian 

Railways.[1] The jurisdiction of the zone is spread over the states of Telangana, Maharashtra, and 

some portions of MadhyaPradesh. It has three divisions under its administration, which 

include Secunderabad, Hyderabad and Nanded. It was re-organized in 2019 and the divisions 

of Vijayawada, Guntur and Guntakal railwaystation were separated to form South Coast Railway 

zone. Gajanan Mallya is the present general manager of the zone  

History : 

South Central Railway was formed on 2nd October, 1966 as the 9th zone of the Indian 

Railways. In its forty plus years of committed service and path breaking progress, South Central 

Raiway has grown to a modern system of mass transportation fulfilling the aspirations of the 

passengers/customers and carved a niche for itself in Indian Railways. It’s reliable and 

comfortable Passenger Services for long and short distance travel by way introducing many 

super fast and intercity trains helps transform the society by catering to their personal, business, 

educational and tourism purposes.  

Divisions of Southern Railway and Sholapur and Secunderabad Divisions of Central 

Railway were carved out and merged into a new Zone. Subsequently, Guntakal Division of 

Southern Railway was merged with South Central Railway on 02-10-1977 and Sholapur 

Division was remerged with Central Railway. Secunderabad Division was split into two 

Divisions viz. Secunderabad and Hyderabad on 17-02-1978. Following reorganization of zones 

and Divisions with effect from 01-04-2003, two new Divisions viz., Guntur and Nanded were 

operationalised duly transferring Hubli Division to newly formed South Western Railway. 
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Jurisdiction: 

The zone is spread over the states of Maharashtra, Andhra Pradesh, Karnataka and parts 

of Madhya Pradesh. It has three divisions after the re-organization of the zone: Hyderabad, 

Secunderabad &  Nanded 

Presently S.C. Railway has 6 Divisions, Secunderabad, Hyderabad, Vijayawada, 

Guntakal, Guntur and Nanded. South Central Railway predominantly serves the state of Andhra 

Pradesh and Maharashtra and to a limited extent, portions of Karnataka, Tamilnadu & Madhya 

Pradesh states. 

S.NO Details in Figures 
1 Number of Divisions 6 
2 Number of States covered 5 
3 Number of Stations 689 
4 Originating Earnings 2012-13 (in crores) 10109.03 
5 Apportioned Earnings 2012-13 (in crores) 11667.3 
      
6 No. of Originating Passengers 2012-13 (in millions) 386.79 
      
7 Originating Loading 2012-13 (in million Tonnes) 111.259 
8 Operating Ratio  2012-13 79.11 
      

Total Number of Trains run per day: 693 
9 Mail / Express Trains 228 
10 Passenger Trains 347 
11 MMTS Trains 118 

 

State-wise Route Kilometer age 
State BG MG Total 

Andhra Pradesh 4348.4 0 4348.44 
Maharashtra 1010.1 105.8 1115.82 
Karnataka 268.69 0 268.69 
Madhya Pradesh 0 70.18 70.18 
Tamilnadu 6.86 0 6.86 

Total 5634.1 175.9 5809.99 
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Vijayawada Division: 

The Vijayawada Junction is the busiest station of SOUTH CENTRAL RAILWAY. Since 

its inception, SC Railway laid 342.805 Rkm of new lines, converted 2676.19 Rkm from MG to 

BG and carried out a doubling of track on 1272.453 Rkm, constructed many major river bridges 

including the engineering marvels Viz., II Godavari Bridge and III Godavari Bridges at 

Rajahmundry. 

Towards customer satisfaction, it had established the Computerized Passenger 

Reservation Systems at 85 Stations/locations and offer reservations for any train from any station 

in the Country. For gaining efficiency in freight operations, SCR established Freight Operations 

Information System (FOIS) in its jurisdiction and has already introduced Rack Management 

Systems at 23 Stations and Terminal Management System at 31 stations 

It’s Passenger and Freight performance has met with stupendous leaps forward. The 

freight loading which was only 9.00 million tons in the year of its inception, 1966, has seen a 

quantum jump and touched 44.79 Million tons in the financial year 2003-2004. Passenger 

transport too has met with tremendous growth touching 195.65 millions in the year 2003-2004 as 

against 50 millions in the year of inception and the gross earnings from Rs. 58.00 Cr. to 3683.00 

Cr in the fiscal year 2003-2004.  

Ministry of Railways Schemes 

Avataran: Avataran is an umbrella program consists of 7 missions. 

• Mission 25 Tone – It aims to increase revenue by augmenting carrying capacity. 

• Mission Zero Accident – It comprises of two sub missions such as Elimination of 

unmanned level crossings on broad Gauge in the next 3-4 years and Equipping 100% of 

the High Density Network with Train Collision Avoidance System (TCAS). 

• Mission PACE (Procurement and Consumption Efficiency) – It aims to improve 

procurement and consumption practices to improve the quality of goods and services 

• Mission Raftaar – It targets doubling of average speeds of freights trains and increasing 

the average speed of superfast mail/express trains by 25 kmph in the next 5 years. It will 

complement Mission 25 Tone to increase throughput of the railway system. 
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• Mission Hundred – Under this mission, at least a hundred sidings will be commissioned 

in the next 2 years. Siding refers to low-speed track section / track branch distinct from a 

running line. 

• Mission beyond book-keeping – It will establish an accounting system where outcomes 

can be tracked too. 

• Mission Capacity Utilization – It proposes to prepare a blueprint for making full use of 

the huge new capacity that will be created through two Dedicated Freight Corridors 

between Delhi-Mumbai and Delhi- Kolkata scheduled to be commissioned by 2019. 

 

Vikalp : The Alternate Train Accommodation Scheme (VIKALP) scheme aims to facilitate 

waitlisted passengers to get an alternative train accommodation within 12 hours of the original 

train. 

• The waitlisted passengers will get confirmed accommodation in next alternative train if 

they opt for it while booking. 

• No extra charges will be paid by the passenger to avail this scheme. 

 

Clone Train Services: 

• The proposed service will run on high-demand routes within an hour of a scheduled train’s 

departure to accommodate those on its waiting list. 

• The idea is to ensure that they reach their destination around the same time they had 

originally envisaged 

Clone Train Services: 

• Workshops 

• Sheds 

• Depots 

• Training Institutes 

• Healthcare 
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Projects: 

• Electric loco shed, Guntakal 

• Midlife Coach factory, Kurnool 

• Periodic Wagon overhauling workshop, Kazipet 

• Bogie Components Manufacturing unit, Thottambedu 

Performance & Earnings: 

For the financial year 2018–19, the zone had transported 122.5 million tones of freight 

and earned₹ 15,640 cores (US$2.2 billion); while it transported 383 million passengers and 

earned ₹ 10,000 crores (US$1.4 billion). It runs a total of 744 trains per day, with a passenger 

footfall of five hundred thousand. 

Achievement: 

South Central Railway topped among all railway zones of India in terms of train 

Punctuality and passenger earnings in 2016–17 The South Central Railway (SCR) has become 

the first railway zone in the country to complete 100 per cent LED lighting at all 733 stations 

under its jurisdiction. In 2018, it was ranked second in cleanliness of all railway zones in India. 

Railway Protection Force: 

The Railway Protection Force has emerged from a turmoil of systems; there being as 

many forms of its existence and as many modes of functioning as there were railway Companies 

in British India for imparting the set-up a uniformity of working, the RPF Rules were enacted in 

1959 and RPF Regulations published in 1966. In the same year, some limited powers to 

apprehend and prosecute offenders involved in railway property were conferred on the Force by 

enacting the railway Property (Unlawful Possession) Act, 1966. 

Primarily RPF has been entrusted with responsibility of the safety of Railway property. 

But, while the provisions of RPF Act were soon found wanting for the maintenance of an 

effective and disciplined Force, the RPF Rules and Regulations too were found judicially 

unsound. The RPF Act, 1957 was accordingly modified by Parliament vide Act No.60 of 1985 

on 20 September 1985 for the constitution and maintenance of the Force as an armed force of the 

Union.                           
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The Committee recommended that since policing on the railways is the constitutional 

responsibility of the State Governments, certain matters relating to the security of railway 

passengers could be segregated from the policing functions and be given to the Railway 

Protection Force. The Committee also recommended that the Railway Protection Force may be 

given the following additional duties relating to security of passengers: 

The Railway Ministry accepted the above recommendations of the Committee. 

Accordingly, RPF by an amendment of the Railways Act/RPF Act has been empowered to deal 

with the offences, which directly relate to the functioning of the Railways, as the Police, being 

preoccupied with the law and order duties, have little time for these minor offences. It was 

against this backdrop that the RPF Act and The Railways Act have been amended.  

� Escorting of passenger trains in vulnerable areas. 

� Providing access control, regulation and general security on the platforms, in passenger 

areas and circulating areas. 

� Further, it was felt that for effectively dealing with the cases under the Railways Act, the 

Railway Protection Force should be empowered to enquire and to launch prosecution 

against the persons committing offences under the Railways Act and accordingly the 

Railway Act has been amended to empower RPF to investigate and prosecute in offences 

covered under the Act. 

� Railway Protection Force will be legally enabled to provide protection and safeguard to 

the passenger and his luggage, which will ensure better Passenger Facilitation. 

� Access control to stations can be regulated in a more effective way and general security 

on the platforms in passenger area and circulation area will get reinforced 

� Empowerment under The Railways Act will ensure more smooth train operations since 

many sections of The Railways Act aim at hassle-free train operations. 

� Entrusting of new responsibilities to RPF would mean optimum utilization of human 

resources. 

� Railway Protection Force will be able to take steps for prevention of any cognizable 

offence against the passengers and will also be legally empowered to apprehend any 

person who is involved in such offences. 
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� With the introduction of amendment in RPF and Railways Act, RPF has been vested with 

the powers to investigate in Railways Act cases. RPF has accepted the challenge and 

1286 important passenger trains have been provided with RPF escorts over Indian 

Railways 

 

Particulars of organization, function and duties 

Railway Protection Force is constituted and maintained by the Central Government as an 

Armed Force of the Union for the better protection and security of Railway property. This Force 

is constituted as per Section - 3 of RPF Act, 1957 (Amended 1985 & 2003) 

Organizational set up of zonal railway: 

1. For the purposes of the act, a unit of the force shall be distributed over each zonal 

railway including railway establishments and other railway areas served by that zonal 

railway. 

2. The head of the Security Department in each zonal railway shall be a Chief Security 

Commissioner and the entire unit of the Force posted on that Railway (including railway 

establishments located on that railway) shall be under his command, supervision and 

administration. 

3. A Chief Security Commissioner shall be assisted at his headquarters (hereinafter 

referred to as the Security Commissioner) by such number of Superior officers and 

enrolled members of the Force as may be appointed from time to time to look after the 

work of administration including personnel matters, crime and special intelligence, fire, 

prosecution, stores, reserve companies, training and claims prevention. 

 

Organizational Setup of Zonal Railways 

� The head of the Security Department in each zonal railway shall be a Chief Security 

Commissioner and the entire unit of the Force posted on that Railway (including railway 

establishments located on that railway) shall be under his command, supervision and 

administration. 



 

� The head of the Security Department in each zonal railway shall be a Chief Security 

Commissioner and the entire unit of the Force posted on that Railway (including railway 

establishments located on that railway) shal

administration. 

� A Chief Security Commissioner shall be assisted at his headquarters (hereinafter referred 

to as the Security Commissioner) by such number of Superior officers and enrolled 

members of the Force as may 

administration including personnel matters, crime and special intelligence, fire, 

prosecution, stores, reserve companies, training and claims prevention.

� A Chief Security Commissioner shall be assist

to as the Security Commissioner) by such number of Superior officers and enrolled 

members of the Force as may be appointed from time to time to look after the work of 

administration including personnel matters, 

prosecution, stores, reserve companies, training and claims prevention.

� Time to time for fire fighting and fire prevention.

 

 

Organizational setup in the Division

• The Force on each zonal railway shall be further distr

establishments.  

• Each division or railway establishment shall be headed BY A divisional Security 

Commissioner, who shall be assisted by such number of other superior officers and 

enrolled members of the Force as ma

• For operational purposes, a division may be divided in to sub

charge of a superior officer.

• A division or sub-division shall consist of one or more static posts and mobi

organized in the manner specified in sub

• Each Post or a company shall be under the charge of an officer not below the rank of an 

Inspector who may be assisted by such number of enrolled members of the Force as may

be determined from time to time by the Chief Security Commissioner. 
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The head of the Security Department in each zonal railway shall be a Chief Security 

Commissioner and the entire unit of the Force posted on that Railway (including railway 

establishments located on that railway) shall be under his command, supervision and 

A Chief Security Commissioner shall be assisted at his headquarters (hereinafter referred 

to as the Security Commissioner) by such number of Superior officers and enrolled 

members of the Force as may be appointed from time to time to look after the work of 

administration including personnel matters, crime and special intelligence, fire, 

prosecution, stores, reserve companies, training and claims prevention.

A Chief Security Commissioner shall be assisted at his headquarters (hereinafter referred 

to as the Security Commissioner) by such number of Superior officers and enrolled 

members of the Force as may be appointed from time to time to look after the work of 

administration including personnel matters, crime and special intelligence, fire, 

prosecution, stores, reserve companies, training and claims prevention.

ime to time for fire fighting and fire prevention. 

up in the Division: 

The Force on each zonal railway shall be further distributed over 

  

Each division or railway establishment shall be headed BY A divisional Security 

Commissioner, who shall be assisted by such number of other superior officers and 

enrolled members of the Force as may be appointed from time to time. 

For operational purposes, a division may be divided in to sub-divisions each under the 

charge of a superior officer.                            

division shall consist of one or more static posts and mobi

organized in the manner specified in sub-rules (2) and (3) or rule 17

Each Post or a company shall be under the charge of an officer not below the rank of an 

Inspector who may be assisted by such number of enrolled members of the Force as may

be determined from time to time by the Chief Security Commissioner. 

The head of the Security Department in each zonal railway shall be a Chief Security 

Commissioner and the entire unit of the Force posted on that Railway (including railway 

l be under his command, supervision and 

A Chief Security Commissioner shall be assisted at his headquarters (hereinafter referred 

to as the Security Commissioner) by such number of Superior officers and enrolled 

be appointed from time to time to look after the work of 

administration including personnel matters, crime and special intelligence, fire, 

prosecution, stores, reserve companies, training and claims prevention. 

ed at his headquarters (hereinafter referred 

to as the Security Commissioner) by such number of Superior officers and enrolled 

members of the Force as may be appointed from time to time to look after the work of 

crime and special intelligence, fire, 

prosecution, stores, reserve companies, training and claims prevention. 

ibuted over division’s railway 

Each division or railway establishment shall be headed BY A divisional Security 

Commissioner, who shall be assisted by such number of other superior officers and 

y be appointed from time to time.  

divisions each under the 

division shall consist of one or more static posts and mobile companies 

rules (2) and (3) or rule 17. 

Each Post or a company shall be under the charge of an officer not below the rank of an 

Inspector who may be assisted by such number of enrolled members of the Force as may 

be determined from time to time by the Chief Security Commissioner.  
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• A static post or a mobile company may have one or more out-posts or detachments 

attached to it, each headed by an officer not below the rank of sub-Inspector and 

comprising of such number of other enrolled members of the Force as may be determined 

by the Chief Security Commissioner.  

• A fire station shall be headed neither by an officer nor below the rank of a sub inspector 

and consists of such number of other enrolled numbers of the force as may be appointed 

from time to time for fire fighting and fire prevention. 

Branches of the force on a Zonal Railway: 

� Force played on each zonal railway shall consists of the following three branches, 

namely:-  

o Executive Brach 

o Prosecution Branch, and  

o Fire service branch  

� These branches shall consists of such number of superior officers and other enrolled 

members of the Force as may be determined by the Chief Security Commissioner with 

the approval of the Director-General.  

� The enrolled members in the respective branches of the Force, who are under the 

administrative control of the Chief Security Commissioner shall from a separate cadre in 

each such branch for the purposes of fixation of seniority.  

� No enrolled member of the Force shall be eligible for transfer from one branch to another 

except for filling up of vacancies of and below the rank of Assistant Sub-Inspector in the 

Prosecution branch:  
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Theoretical Framework 

 Cash Flow Analysis 

Introduction: 

Cash flow statement provides information about the cash receipts and payments of a  firm 

for a given period. It provides important information that compliments the profit and loss 

account and users or financial statements with a basis to assess the ability of the enterprise to 

generate balance sheet .The information about the cash-flow s of a useful in providing cash and 

cash equivalents and the needs of the enterprise to utilize these cash flows. The economic 

decisions that are taken by users require an evaluation of the ability of an enterprise to generate 

cash equivalents and the timing and certainty of the ability of an enterprise to generate cash 

equivalents and the timing and certainty of their generation. The statement deals with the 

provision of information about the historical changes in cash equivalents of an enterprise by 

means of a cash flow statement, which classifies cash flow during the period from operation 

investing and financing activities. 

Cash Flow Analysis Importance: 

 The cash flow statement during a period is classified into three main categories of cash inflows and cash 

outflows: 

A. Cash flow from operating activities: Operating activities are the principal revenue 

producing activities. Operating activities include cash effects of those transitions and events 

that enter into the determination of net profit or loss. Following are examples of cash flows 

operating into the determination of net profit or loss & operating activities. 

1. Cash receipts from the sales of goods and services 

2. Cash receipts from royalties, fees, commissions, and other revenue 

3. Cash payments to suppliers for goods and services 

4. Cash payments to and on behalf of employees 

5. Cash receipts and payments of an insurance enterprise for premium and claims, annuities 

and other polity benefits.  
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6. Cash payments or refunds of income - taxes unless they can be specifically identified 

with financing and investing activities. 

7. Cash receipts and payments relating to future contracts, forward contracts, option 

contracts, and swap contracts when the contracts are held for dealing or trading purposes 

etc. 

B. Cash flows from investing activities: 

Investing activities are the acquisition and disposal of long – term assets and other 

investments not included in cash equivalents. In other words, investing activities include 

transactions and events involve the purchase and sale of long-term productive (E.g. land, 

building, plant and machinery, etc.) not held for re-sale and other investments. The following are 

examples of cash flows arising from investing activities: 

1. Cash payments to acquire fixed assets (including intangibles). 

2. These payments include those relating to capitalized research and development costs and 

self-constructed fixed assets.                               

3. Cash receipts from disposal of fixed assets (including intangibles). 

4. Cash payments to acquire shares, warrants, or debt instruments of other enterprises and 

interests in joint ventures (other than payments for those instruments considered to be 

cash equivalents and those held for dealing or trading purposes) 

5. Cash receipts from disposal of shares, warrant, or debt instruments of other enterprises 

and interests in joint ventures ( other than payment for those instruments considered to 

be cash equivalents and those held for dealing or trading purposes) 

6. Cash receipts from disposal of shares, warrants, or debt instruments of other enterprises 

and interests in joint ventures (other than receipts from those instruments considered to 

be cash equivalents and those held for dealing or trading purposes 

7. Cash advances and loans made to third parties ( other than advances and loans made by 

a financial enterprise) 

8. Cash receipts from the repayment of advances and loans made to third parties(other than 

advances and loans of a financial enterprise) 

9. Cash receipts and payments relating to future contacts, forward contracts, option 

contracts, and swap contracts except when the contracts are held for dealing purposes or 

the receipts are classified as financing activities. 
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(C) Cash Flow from Financing Activities: 

Financing activities are activities that result in changes in the size and composition of the 

owner’s capital (including preference share capital in the case of a company) and borrowings of 

the enterprise. Following are the examples of cash flows financing activities:  

1. Cash proceeds from issuing shares or other similar instruments 

2. Cash proceeds from issuing debentures, loans notes, bonds and other short – term bowing 

3. Cash repayments of amounts borrowed 

4. Payment of dividend 

 

Cash flow analysis guidelines to use  

A cash flow statement is one of the most important financial statements for a project or 

business. The statement can be as simple as a one page analysis or may involve several schedules 

that feed information into a central statement. 

A cash flow statement is a listing of the flows of cash into and out of business or project. 

Think of it as your checking account at the bank. Deposits are the cash inflow and withdrawals 

(checks) are the cash outflows. The balance in your checking account is your net cash flow at a 

specific point in time.                  

Classification of Cash flow analysis  

In financial accounting, a Cash flow statement, also known as statement of cash flow, is a 

financial statement that shows how changes in balance sheet accounts and income affect cash 

and cash equivalents, the cash flow statement is concerned with the flow of cash in and out of the 

business. The statement captures both current operating results and the accompanying changes in 

the balance sheet as an analytical tool; the statement of cash flows is useful in determining the 

short-term viability of a company, particularly its ability to pay bills. International accounting standard 

7 (IAS 7) is the international accounting standard that deals with cash flow statements. 
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The statement of cash flows is divided into three sections:  

A. Financing activities 

B. Operating activities 

C.  Investing activities 

A. Cash flow from operating activities (CFO) 

CFO is cash flow that comes into play from regular operations such as revenues and cash 

operating expenses net of taxes .This category covers: 

(a)  Cash inflow (+) 

1. Revenue from sale of goods and services. 

2. Dividends (from equities of other entities). 

3. Interest (from debt instruments of other entities). 

(b)  Cash outflow (-) 

1. Payments to lenders.  

2. Payments to employees. 

3.  Payment to suppliers. 

4. Payments to government. 

5. Payments for other expenses. 

B. Cash flow from financing activities (CFF) 

CFF is cash flow that comes into play from generating or letting cash through the issuance of 

additional equity, short or long – term debt for the firm’s operations. This covers: 

(a)  Cash inflow (+) 

1. Sale of equity securities. 

2.  Issuance of debt securities. 

(b)  Out flow (-) 

1. Dividends to shareholders. 

2. Redemption of long – term debt. 
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3. Redemption of capital stock 

C. Cash flow from investing activities (CFI) 

CFI is cash flow that comes to play through investment activities such as the acquisition or 

disposition of current and fixed assets. This category covers: 

(a) Cash inflow (+) 

1. Sale of property , plant and equipment 

2. Sale of debt or equity securities ( other entities) 

3. Collection of principal on loans to other entities 

(b) Cash outflow (-) 

1. Purchase of property , plant and equipment 

2. Purchase of debt or equity securities 

3. Lending to other entities 

Reporting noncash investing and financing transactions data for the statement of cash flows 

(SOCF) is derived from three places: 

o Comparative balance sheets.  

o current income statement 

o Selected transaction data. 
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Difference between Funds Flow and Cash Flow 

Base Funds flow statement Cash flow statement 

Concept 

It is based on a wider concept if funds 

i.e., working capital 

It is based on a narrower 

concept if funds i.e., cash 

It is based on accrual basis of 

accounting 

It is based on cash basis of 

accounting 

Schedule of changes 

in working capital 
Required to prepared Not required to be prepared 

Preparation 

Funds flow statement reveals the 

sources and application of funds the 

net difference between sources and 

application of funds represents net 

increase or decrease in working capital 

It is prepared by taking the 

opening balance of cash, 

adding to this all the inflows 

of cash and deducting the out 

flows of cash from the total, 

the difference represents the 

closing planning. 

Usefulness It is useful for long term planning 
It Is more useful for short 

terminals is and cash planning 
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Performa of Cash Flow Statement: 

PURTICULARS For the year 
Ended xxxx 

For the year 
Ended xxxx 

A. Cash Flow from Operating Activities Rs. Rs. 
Net profit as per profit and loss account before prior 
period adjustments 

xxxx xxxx 

Adjustments for:   
Depreciation for the year (minor assets written off not 
included) 

xxxxx xxxx 

Minor assets written off depreciation arrears xxxx xxxx 
Miscellaneous expenses written off xxxx xxxx 
Interest received on loans& advances granted xxxx xxxx 
Interest income on fixed deposits xxxx xxxx 
Interest on debentures xxxx xxxx 
Dividend income received xxxx xxxx 
Interest expenses xxxx xxxx 
Loss on sale of fixed assets xxxx xxxx 

Operating Profit before changes in Working 
Capital 

XXXX XXXX 

Adjustments for:   
(increase)/decrease in inventories xxxx xxxx 
(increase)/decrease in sundry debtors xxxx xxxx 
(increase)/decrease in other current assets xxxx xxxx 
Increase/(decrease) in loans and advances xxxx xxxx 
Increase/(decrease) in liabilities xxxx xxxx 
Increase/(decrease) in provisions xxxx xxxx 

Cash generated before miscellaneous 
Expenditure & prior period items   

Miscellaneous expenditure written off xxxx xxxx 
Prior period adjustment xxxx xxxx 
Miscellaneous expenditure(ERP) xxxx xxxx 

Net Cash flow from operating  before activities after 
income tax 

xxxx xxxx 

Provision for income tax xxxx xxxx 

Net Cash Flow from Operating Activities after 
Income Tax XXXX XXXX 
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B. Cash Flow From Investing Activities   
Purchase of fixed assets xxxx xxxx 
Interest on debenture xxxx xxxx 
Interest income on fixed deposits xxxx xxxx 
Proceeds from sales of fixed assets xxxx xxxx 
Dividend income xxxx xxxx 
Interest income xxxx xxxx 

   

  Net Cash Flow From Investing Activities XXXX XXXX 

   
C. Cash Flow From Financing Activities   
Proceeds from unsecured loans xxxx xxxx 
Interest received on loans advances granted xxxx xxxx 
Increase/(decrease) in loans and advances xxxx xxxx 
Increase/(decrease) in unsecured loans xxxx xxxx 
Interest paid xxxx xxxx 

   
Net Cash (USED IN)/Flow from Financing 
Activities XXXX XXXX 

   
Net Increase in Cash and Cash Equivalents during the 
Year 

XXXXX XXXXX 

Cash & Cash Equivalents at the Beginning of the Year XXXX XXXX 

Cash and Cash Equivalents at the end of the Year XXXX XXXX 

  

 

 

 

 

 

 



 

 

 

 

 

 

 

 

CHAPTER - V 

DATACANALYSIS & INTERPRETATION
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DATA ANALYSIS & INTERPRETATION 

Cash flow Statement for the year 2014-15 of South Central Railway 

PARTICULARS   
for the year ended 

2014-15 

 

A) Cash flow from operating activities 

 Net profit before tax 

  Adjustments for: 

  Finance costs 

  Interest income 

Operating profit/(loss) before working capital 

changes 

Changes in working capital: 

Adjustments for (increase)/decrease in operating 

assets: 

Short -term loans and advances 

Long-term loans and advances 

Other current assets  

Other non – current assets 

 

  

Adjustments for increase / (decrease) in operating 

liabilities: 

Long -term liabilities  

Trade payables 

Other non – current liabilities 

 

Cash generated from operations 

Cash flow from prior period and extraordinary items 

Net income tax paid  

 

 

 

 

 

 

 

(1) 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

(2) 

(1-2) 

 

 

 

2926367 

 

- 

 

 

189,230 

 

 

 

 

(2586201) 

(131905) 

(72635) 

(100809) 

 

 

50,000 

(4,055,144) 

3823617 

 

3073078 

 2,883,848 

- 

1160270 
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Net cash flow from / (used in) operating activities 

 

B) cash flow from investing activities 

Addition to intangible assets under development 

Purchase of fixed assets  

Interest received on fixed deposit 

 

 

Net cash flow from / (used in) investing activities 

 

C) cash flow from financing activities 

Proceeds from issue of equity shares 

 

Net cash flow from / (used in) financing activities 

 

Net increase / decrease) in cash and cash equivalents 

 

 

Cash and cash equivalents(opening) 

Cash and cash equivalents (closing) 

Net increase / (decrease) in cash and cash 

equivalents (A+B+C) 

 

 

(A) 

 

 

 

 

 

 

 

 

(B) 

 

 

(c) 

 

(A+B+C) 

 

 

 

D 

E 

 

(D-E) 

 

 

(14,485,918) 

 

(43725141) 

(482755) 

3053460 

 

 

 

(13673294) 

- 

 

- 

 

(28,159,212) 

 

 

310,706,801 

282,547,589 

 

(28,159,212) 

Interpretation : 

• During the year 2014 -2015 the operating profit is Rs 1,89,230 the cash generated from 

operations are Rs(14,485,918). It shows a negative balance long term liabilities are 

increase  

• The total investing activities are (13,673,294). It shows a negative balance because the 

purchases of fixed assets are more. 

• The total financing activities are not done in this year. 
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Cash flow statement for the year 2015-16 of South Central Railway 

PARTICULARS   
for the year ended 

2015-16 

A) cash flow from operating activities 

Net profit /(loss) before extraordinary items and 

tax  

Adjustments for  

Depreciation and amortization interest income  

Operating profit/(loss) before working 

capital changes  

Changes in working capital  

Adjustments for (increase) / decrease in operating 

assets  

Short – term loans and advances 

Long-term loans and advances  

Other current assets  

Other noncurrent assets 

Adjustments for increase /(decresse0 in operating 

liabilities : 

Long- term liabilities 

Trade payables  

Other current liabilities 

 

 

Cash generated from operations 

Cash flow from prior period and extraordinary items 

Net income tax paid (including TDS) Net of refund ) 

Net cash flow from / (used in) operating activities 

B) cash flow from investing activities 

Addition to intangible assets under development  

Purchase of fixed assets  

 

 

 

 

(1) 

 

 

 

 

 

 

 

(2) 

(1-2) 

 

 

(A) 

 

 

 

24,351,392 

 

(23,492,252) 

 

 

859,140 

 

 

 

(105,633)  

30,327 

 23,676  

(72,335) 

 

 

 

(50,000)  

(1,020,449)  

(2,441,823 

 (1,450,669) 

(591,529) 

 - 

 9,700,976 

 

 

 (10,292,505) 

 

(62,345,486)  

(211,972)  
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Interpretation: 

• During the year 2015-16 of the operating profit is Rs 859,140.The cash generated from 

operations are Rs (10,292,505).because It shows negative because the. Operating assets 

are increased. 

• The total amount of investing activities are Rs. (33,986,441) It shows the negative balance 

because the investment on purchase of assets has increased.  

• The cash flow from financing activities are not done in this year 

 

 

 

Sales of assets  

Interest received on fixed deposit 

 

Net cash flow from / (used in) investing activities 

 

C) Cash flow from financing activities  

Proceeds from issue of equity shares 

 

Net cash flow from /(used in) financing 

activities 

 

 

Net increase / (decrease) in cash and cash 

equivalents 

 

Cash and cash equivalents (opening) 

Cash and cash equivalents (closing) 

 Net increase / (decrease)in cash and 

equivalents(A+B+C) 

 

(B) 

 

 

(C) 

(A+B+C) 

 

 

 

 

 

D 

E 

 

(D-E) 

166,888  

28,404,129  

 

(33,986,441) 

 

 

-  

- 

 

(44,278,946) 

 

 

 

 

 

 282,547,589  

238,268,643 

 

 (44,278,946) 
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Cash flow statement for the year 2016-17 of South Central Railway 

PARTICULARS   
for the year ended 

2016-17 

A) cash flow from operating activities 

Net profit/(loss) before taxation  

Adjustments for : 

Depreciation, amortization and impairment 

Loss/(profit)on sale of assets (Net) 

Interest income  

Operating profit before working capital changes  

Adjustment for: 

Decrease/(increase )in bank balance other financial 

assets  

Decrease/(increase)in other financial assets 

Decrease/(increase )in other current assets 

Decrease/(increase )in current financial liability-loans 

Decrease/(increase )in non- current loans 

Decrease/(increase )in other noncurrent –loans 

Decrease/(increase )in other current financial liability 

 Decrease/(increase )in current tax assets  

Decrease/(increase )in other noncurrent financial 

liability 

Decrease/(increase )in non current tax liability 

Decrease/(increase )in current tax liability 

Decrease/(increase )in other current liability 

 

 

Cash generated from operation  

Income tax paid 

 

Net cash from, operating activities 

 

B) Cash flow from investing activities  

 

 

 

 

 

(1) 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

(2) 

(1-2) 

 

 

 

(463.72) 

 

 564.78 

 -  

(176.76) 

 (75.70) 

 

 249.54  

 

47.51 

 (52.95) 

 0.04  

2.14  

0.56 

 307.62  

- 

 3.45  

 

1.22  

- 

 61.77 

 

620.90 

 545.20  

(32.81)  

 

512.39 
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Capital expenditure on intangible assets under 

development 

Purchase of fixed assets  

Sales of fixed assets 

Interest received 

 

Net cash from investing activities  

Cash flow from financing activities 

Dividend (including dividend distribution tax ) paid 

 

Net cash from financing activities  

Net increase/decrease in cash& cash equivalent  

Cash & cash equivalent(opening ) 

Cash balance 

Balance with banks  

Cash & cash equivalent (closing) 

Cash balances 

Balance with banks  

Net increase (decrease in cash & cash equivalent) 

(A) 

 

 

 

 

 

(B) 

 

 

 

(c) 

(A+B+C) 

 

(E) 

 

 

 

 

(F) 

(692.26) 

 

 (3.48) 

 0.06 

 176.76 

  

(518.92) 

 

 -  

 

- 

 (6.53) 

  

415.20 

 

 10.79 

 404.41 

 408.67 

 

 408.67 

 

- 

 

(6.53) 

Interpretation: 

• During the year 2017-18 the operating profit before working capital changes are Rs. 

(75.70)The cash generated from operations slightly decreased. The value of inventory, 

direct taxes paid and loans and advances also increases. 

• The total amount of investing activities are Rs(518.92). Even though the purchase of 

fixed assets is more it is covered with the funds raised through issue of shares.  

• The total amount of financing activities is not done in this year. 
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Cash flow statement for the year 2017-18 of South Central Railway 

PARTICULARS   
for the year ended 

2017-18 

A. Cash flow from operating activities 

Net Profit before Tax action 

Adjustments for: 

Depreciation and Amortization And Impairment 

Loss / (Profit) On Sale of Assets (Net) 

Interest Income 

Other Comprehensive Income 

 

Operating profit before working capital 

changes 

Adjustments for : 

Decrease / (Increase) in Bank Balance other 

than those taken to CCE 

Decrease / (Increase) in Other Current Financial 

Assets 

Decrease / (Increase) in Other noncurrent 

Assets 

Decrease / (Increase) in Other Current Assets 

Decrease / (Increase) in Current financial Assets 

- Loans 

Decrease / (Increase) in Noncurrent- Loans 

Decrease / (Increase) in Trade Receivables 

Decrease / (Increase) in Other Non Current 

Financial Assets 

(Decrease) / Increase in Trade Payables 

(Decrease) / Increase in Other Current Financial 

Liability 

 

 

 

 

 

 

 

 

(1) 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

194.20 

 

157.56 

(0.02) 

(169.31) 

(0.04) 

 

182.39 

 

(1,844.05) 

 

121.61 

(0.89) 

(40.67) 

0.83 

1.13 

(208.72) 

- 

 

62.58 

(20.19) 

1.09 

(1.15) 

(15.11) 

0.98 
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(Decrease) / Increase in Other Non Current 

Financial Liability 

(Decrease) / Increase in Other Non Current 

Liability 

(Decrease) / Increase in Other Current Liability 

(Decrease) / Increase in Provisions 

 

 

 Cash generated from operation 

Income Tax Paid 

 

 Net Cash From Operating Activities 

Cash Flow From Investing Activities 

Capital Expenditure on Intangible Assets under 

Development 

Purchase of Fixed Assets 

Sale of Fixed Asset 

Interest Received 

 

Net Cash From Investing Activities 

Cash Flow From Financing Activities 

Dividend ( including Dividend Distribution 

Tax) paid 

Share Application Money 

Net Cash From Financing Activities 

Net Increase/(Decrease) In Cash & Cash 

Equivalent 

CASH AND CASH EQUIVALENT 

(OPENING) 

Cash Balances 

Balance with Banks 

 

 

 

 

 

 

 

(2) 

(1+2) 

 

 

(A) 

 

 

 

 

 

 

 

(B) 

 

 

 

 

(C)  

(A+B+C) 

 

 

(E) 

 

 

 

 

 

 

 

 

 

(1,942.57) 

(1,760.17) 

 

 

(89.72) 

 

(1,849.89) 

(673.04) 

(7.32) 

0.06 

152.66 

 

(527.64) 

 

 

 

2000.00 

2,000.00 

(377.53) 

 

 

408.67 

- 

408.67 
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CASH AND CASH EQUIVALENT 

(CLOSING) 

Cash Balances 

Balance with Banks 

Net Increase/(Decrease) In Cash & Cash 

Equivalent 

 

 

(F) 

 

 

 

(E-F) 

 

31.14 

- 

31.14 

 

(377.53) 

 

Interpretation : 

• During the year 2017-18 the operating profit before working capital changes are Rs182.39. The 

cash generated from operations slightly decreased. The value of inventory, direct taxes paid and 

loans and advances also increases.  

• The total amount of investing activities are Rs(527.64). Even though the purchase of fixed assets 

is more it is covered with the funds raised through issue of shares.  

• The total amount of financing activities is Rs 2,000000. It shows the positive balance because the 

amount of borrowings from banks and others are more. 

 

Cash flow statement for the year 2018-19 of South Central Railway 

PARTICULARS   
for the year ended 

2018-19 

A) cash flow from operating activities 

Net profit before taxation 

Adjustment for 

Depreciation and amortization and impairment 

Loss/(profit) on sale of assets (Net) 

Interest income  

 

Operating profit before working capital changes 

Adjustments for : 

 

 

 

 

 

 

(1) 

 

 

1380.67 

 

1.47 

- 

(246.06) 

 

1136.08 
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Decrease/(increase )in bank balance other financial 

assets  

Decrease/(increase)in other current financial assets 

Decrease/(increase )in other noncurrent financial 

assets 

Decrease/(increase )in other current assets 

Decrease/(increase )in current financial assets - loans 

Decrease/(increase )in noncurrent –loans 

Decrease/(increase )in trade receivables 

Decrease/(increase )in Non current financial assets 

Decrease/(increase )in current tax assets 

Decrease/(increase )in trade payables 

Decrease/(increase )in other current financial liability 

 Decrease/(increase )in other Noncurrent financial 

liability 

Decrease/(increase )in Non current liability 

Decrease/(increase )in other current  liability 

Decrease/(increase )in provisions 

 

 

 

Cash generated from operation  

Income tax paid 

 

Net cash from, operating activities 

B) Cash flow from investing activities  

Capital expenditure on intangible assets under 

development 

Expenditure on capital work in progress 

Purchase of fixed assets  

Sales of fixed assets  

Interest received 

 

Net cash from investing activities  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

(2) 

(1+2) 

 

 

(A) 

 

 

 

 

 

 

 

 

(B) 

 

436.00 

 

29.86 

 

 

(61.30) 

(139.72) 

(2.69) 

2.44 

(1,332.12) 

- 

22.74 

726.53 

71.02 

(4.45) 

(0.08) 

280.30 

5.39 

 

33.83 

1169.91 

(213.49) 

 

956.41 

 

(1,535.45) 

 

(12.45) 

(15.65) 

- 

(248.21) 

 

(1,315.34) 

- 
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Cash flow from financing activities 

Dividend (including dividend distribution tax ) paid 

Share application money 

Share issue expenses 

Net cash from financing activities  

Net increase / (decrease) in cash &cash equivalent 

 

Cash and cash equivalent (opening) 

 Cash balances 

Balance with banks 

Cash and cash equivalent(closing) 

Cash balances 

Balance with banks 

Net increase/(decrease)in cash &cash equivalent  

 

 

 

(C) 

(A+B+C) 

 

(E) 

 

 

(F) 

 

 

(F-E) 

580.00 

(135.00) 

 

445.00 

(86.07) 

 

31.14 

- 

31.14 

117.21 

- 

117.21 

86.07 

 

Interpretation:  

• During the year 2018-19 the operating profit before working capital changes are Rs (527.64). 

Cash generated from operations are 956.41. because in that year current assets decreased when 

compared with current liabilities.  

• The total amounts of investing activities are Rs (1,315.34). It shows the negative balance the 

investment on purchase of assets has increased. 

• The cash flow from financing activities are Rs (135.00). It shows the negative balance because 

the amount of borrowings from banks and others are more 
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Cash Flow from Operating Activities 

 

 

 

 

  

 

 

 

Interpretation 

 From the above graph 5:6, Cash from operating activities are fluctuating in nature. 

In 2017-18, cash increases from operating activities in form of getting more loans & advances 

from banks and financial institution. In 2016-17, cash decreases from operating activities in form of 

paying loans & advances to banks and financial institutions. 

Over all 5 years 2017-18 has highest cash from operating activities i.e. 184989000/-       
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2014-2015 14485918 
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2017-2018 184989000 

2018-2019 95641000 
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Cash Flow from Investing Activities 

 

       

 

 

 

 

 

Interpretation 

   From the above graph 5.7, cash from investing activities are fluctuating in nature. 

In 2018- 19 cash increase from investing activities in the form of in the form of 

investments done in various securities and in 2015-16 cash from decreases from investing 

activities due to purchasing of fixed assets . in 2017-18and 2016-17 those years cash from 

investing activities are low when compared to 2018-19. 

  In overall 5 years during 2018-19 has highest cash from investing activities I,e. 13534000  

0
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Cash Flow from Financing Activities 

 

 

 

 

 

 

Interpretation  

    Form the above graph 5.8 cash from financing activities are fluctuating in nature 

In 2014-15, 2015-16,2016-17 Those years financing activities are not done . in 2017-18 cash 

increases from financial activities share application Money are provide and in 2018-19 cash decrease 

from financing activities due to paying of dividend done.  

In overall last 5 years during 2017-18 has highest cash flow financing activity i,e. 2,00,000,000. 

YEAR AMOUNT 

2014-2015 13673294 

2015-2016 3398644 

2016-2017 51892000 

2017-2018 52764000 

2018-2019 131534000 
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FINDINGS & SUGGESTIONS&CONCLUSION 

Findings 

 From the financial year 2014-2015 to2018-2019 the operating activities of the company 

increase from 14485918 to 95641000, but 2017-18 the operating activities more than 

when compared 2018-19 operating activities. Because they current asset are decreased 

from 2014-15 to 2018-19 when compared with current liabilities. 

 By comparing financial year 2014-16 to 2018-19 the investing activities are increased 

from 1367394 to 131534000, because the cash out flows are more than cash flows. 

 The financial activities of the company increased from 2014-16 to 2018-19 shared 

application money was provided .2014 -15, 2015-16, 2016-17 those years financial 

activities not done because not issue of equity shares. 

 

 

 

 

 

 

 

 

 

 

 



50 

 

Suggestions  

 The company should try to increase the production so as to get economies of large scale         

production. It will assist in raising the rate of return on capital employed . 

 In order to increase the profitability of the companies, it is suggested to control the cost 

of goods sold and operating expenses. 

 The management should try to adopt cost reduction techniques in their company to get 

over this critical situation. 

 To strengthen the financial efficiency, long – term funds have to be used to finance core 

current assets and a part of temporary current assets  

 It is better if the companies can reduce the over sized short – term loans and advances 

eliminates the risk arranging finance regularly.  
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Conclusion  

Cash flow analysis is important to identify weaknesses in business operation that can 

lead the firm towards liquidity crunch. Through cash flow analysis, company can identify the 

unproductive use of fund as well as to ascertain and plan future cash flow. In spite of decline 

in cash position in current period , it is quite sufficient to support established capacity The 

burden of external borrowed fund and its interest cost is increased in cash flow of the firm in 

recent year.   
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APPENDIX 

South Central Railway Balance Sheet as at 31st March 2015 

 PARTICULARS  
Note 

no 

As at 31st March 

2015 

As at 31st March 

2014 

 

I. 

1 

 

 

 

2 

 

 

 

3 

 

 

 

 

II 

1 

 

 

 

 

 

 

 

 

 

 

 

 

Equity and liabilities 

Shareholders’ funds 

(a)share capital 

(b)reserves and surplus 

Non- current liabilities 

(a)long term liabilities 

(b)long term provision 

 

Current liabilities 

(a)Trade payables 

(b)other current liabilities 

(c)short- term provisions   

                                                                                

Total 

 

Assets 

Non-current assets  

(a)Fixed assets 

(i)Tangibleassets 

(ii)Intangible assets 

(iii)Intangible assets under development 

(b)Non-current investments 

(c)Deferred tax assets(Net) 

(d)long-term loans and advances 

(e)other non-current assets 

 

 

 

2 

3 

 

4 

- 

 

 

5 

6 

7 

 

 

 

 

 

 

8 

- 

9 

- 

10 

11 

12 

 

 

 

 

400,000,000 

34,369,070 

 

              434,369,070 

50,000 

-                                              

50,000 

4,363,310 

5,304,707 

9,055,373 

18,723,390 

          

              453,142,460 

 

1,007,757 

- 

141,304,257 

- 

893,131 

550,505 

362,136 

               144117786              

 

- 

- 

- 

 

 

400,000,000 

14,594,800 

 

            414,594,800 

- 

-                   -

8,418,454 

1,481,090 

9,057,852 

                     

18,957,396 

 

433,552,196 

 

961,674 

- 

97,142,44 

- 

1,602632 

418,600 

261,327 

              100,386,677 

 

- 

- 

- 
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2 

 

 

 

 

III  

Iv  

Current assets  

(a)current investments 

(b)inventories 

(c)Trade receivables 

(d)cash and bank balances 

(e)short term loans and advances 

(f)other current assets  

         

                       TOTAL 

Significant accounting policies 

Notes forming part of financial 

statement 

 

 

 

13 

14 

15 

 

 

282,547,589 

9,814,081 

16,663,004 

      309,024,674 

 

 

 

 

       453,142,460 

 

310,706,801 

4,405,085 

18,053,633                                                 

33,165,519 

 

 

 

 

433,552,196 
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South Central Railway, Balance Sheet as at 31st March 2016 

 

 
PARTICULARS  Note no As at 31st March 2016 As at 31st March 2015 

 

 

I. 

1 

 

 

 

2 

 

 

 

3 

 

 

 

 

 

 

 

 

 

 

II 

1 

 

 

 

 

 

 

 

 

EQUITY AND LIABILITIES 

Shareholders’ funds 

(a) Share Capital 

(b) Reserves and Surplus 

 

Non-current liabilities 

(a) Long term liabilities 

(b) Long term provisions 

Current liabilities 

(a) Trade payables 

(b) Other current liabilities 

(c) Short-term provisions 

                          

 

 

                           Total                    

 

ASSETS 

Non-current assets 

(a) Fixed assets 

(i)Tangible assets 

(ii)Intangible assets 

(iii)Intangible assets under development 

(b) Non-current investments 

(c) Deferred tax assets (Net) 

 

 

 

 

2 

3 

 

 

 

 

4 

- 

 

 

 

5 

6 

7 

 

 

 

 

 

 

 

 

 

 

 

 

8 
- 
 
9 
 
- 
10 

 

 

 

 

 

400,000,000 

45,820,848 

 

        445,820,848 

- 

-  

                       

5,383,759 

5,441,630 

18,110,411 

 

         28,935,800 

 

         474,756,648 

 

 

 

 

 

713,093 

- 

203,989,491 

- 

446,565 

 

 

 

 

400,000,000 

34,369,070 

 

         434,369,070 

50,000 

- 

                  50,000 

4,363,310 

5,304,707 

9,055,373 

      

     18,723,390 

 

          453,142,460 

 

 

 

 

 

1,007,757 

- 

141,304,257 

- 

893,131 
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2 

 

 

 

 

 

 

 

 

 

 

III  

IV  

(d) Long-term loans and advances 

(e) Other non-current assets 

 

 

 

 

Current assets 

 (a) Current investments 

(b) Inventories 

(c) Trade Receivables 

(d) Cash and Bank Balances              

(e) Short- term loans and advances 

(f) Other current assets 

 

 

                                                                                                                                                 

TOTAL   

11 

12 
 
 
 
 
 
 
 
 
 
 
 
 
 
13 

14 

15 

520,178 

289,801 

  

                 205,959,128 

 

 

 

- 

- 

- 

238,268,643 

18,801,426 

11,727,451 

 

268,797,520 

 

474,756,648 

550,505 

362,136 

 

144,117,786 

 

 

 

- 

- 

- 

282,547,589 

9,814,081 

16,663,004 

  

                309,024,674 

               

            453,142,460 
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South Central Railway Balance Sheet as at 31st March 2017 

 
PARTICULARS  Note no 

As at 31st March 

2017 

As at 31st March 

2016 

 

 

I 

1 

 

 

 

 

 

 

 

 

 

  

2 

 

 

 

 

 

  

 

 

II 

 

 

ASSETS 

Non-current assets 

(Property, Plant& Equipment) 

(b) Other Intangible Assets 

(c) Intangible Assets under     

Development 

(d) Financial Assets 

   (i) Loans 

   (ii) Others 

(e) Deferred Tax Assets (Net) 

 

 

 

Current assets 

(a) Financial Assets 

(i) Cash and Cash  

Equivalents 

(ii) Bank Balances other than                     

above      

(iii) Loans 

(iv) Others 

(b) Current Tax Assets (Net) 

(c) Other Current Assets  

 

              Total Assets 

 

 

 

 

 

3 

4.1 

4.2 

 

5 

5.1 

5.2 

6 

 

 

 

 

7 

7.1 

 

7.2 

7.3 

7.4 

8.1 

9 

 

 

 

 

 

 

 

    6.93 

     - 

   2170.99   

 

 

 

      3.06 

      1.96 

     0.50 

      

              21717.95 

 

 

 

      408.67 

     

    1717.95   

      1.80 

       72.22 

      23.57 

      53.17         

                       2277.38 

 

              4460.82 

 

 

 

 

 

7.13 

- 

2039.89 

 

 

5.20 

2.52 

4.46 

 

                     2059.20 

 

 

 

       415.20  

       

    1967.49 

         1.84 

       119.73 

        10.27 

   

                2514.75 

        

  4573.95 
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. 

1. 

 

 

 

 

2. 

(i) 

 

 

 

 

 

 

3 

 

EQUITYANDLIABILITIES  

Equity 

(a) Equity Share Capital 

(b) Other Equity 

 

Liabilities 

Non-current liabilities 

(a) Financial Liabilities 

(i) Other Financial Liabilities 

(b)Other Noncurrent Liability 

 

Current liabilities 

(a) Financial Liabilities 

(i) Trade payables 

(ii)Other Financial Liabilities 

(b) Other current liabilities 

(c) Current Tax Liability (Net) 

 

 

 

 

TOTAL Equity & Liabilities  

 

 

10 

11 

 

 

 

 

12 

`13 

 

 

14 

14.1 

14.2 

15 

8.2 

 

 

     4000.00 

  4.30 

 

           4004.30 

 

 

3.45 

1.22 

 

                4.67 

- 

244.77 

138.95 

68.13 

- 

 

               451.85 

 

 

             4460.82 

 

 

 

4000.00 

458.20 

 

     4458.20 

 

 

 

 

 

  

- 

17.54 

58.56 

6.3 

 33.2 

- 

              115.75 

 

 

 4573.95 
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South Central Railway Balance Sheet as at 31st March 2018 

 
PARTICULARS  Note no 

As at 31st March 

2018 

As at 31st March 

2017 

 

I. 

1 

 

 

 

 

 

 

 

 

 

 

2 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

ASSETS 

Non-current assets 

(a) Property, Plant and Equipment 

(b) Other Intangible Assets 

(c) Intangible Assets under 

Development 

(d) Financial Assets 

(i) Loans 

(e) Deferred Tax Assets (Net) 

(f) Other Non Current Assets 

 

 

Current assets 

(a) Inventories 

(b) Financial Assets 

(i) Trade Receivables 

(ii) Cash and Cash Equivalents 

(iii) Bank Balances other than ii) above 

(iv) Loans 

(v) Others 

(c) Current Tax Assets (Net) 

(d) Other Current Assets 

 

 

 

 

Total Assets 

 

 

3 

 

4.1 

4.2 

 

5 

5.1 

6 

7 

 

 

 

8 

8.1 

8.2 

8.3 

8.4 

8.5 

9 

10 

 

 

 

 

 

 

 

 

7.78 

 

- 

2,533.66 

 

 

3.89 

120.06 

0.89 

 

2666.2 

 

 

208.72 

31.14 

3,562.00 

1.70 

125.77 

73.80 

93.85 

 

 

      4096.98 

 

 

6763.26 

 

 

 

6.93 

- 

2011.76 

 

 

 

 

5.02 

0.50 

- 

 

2024.21 

 

- 

- 

408.67 

1717.95 

2.53 

230.72 

23.57 

53.17 

 

                     2436.61 

 

 

4460.82 
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II. 

1 

 

 

 

 

 

 

2 

(i) 

 

(ii)  

 

EQUITY AND LIABILITIES 

Equity 

(a) Equity Share Capital 

(b) Other 

 

 

Liabilities 

Non-current liabilities 

(a) Financial Liabilities 

  (i) Other Financial Liabilities 

(b) Provisions 

(c) Other Non-Current 

Liabilities 

Current liabilities 

(a) Financial Liabilities 

(i) Trade Payables 

(ii) Other Financial Liabilities 

(b) Other current liabilities 

(c) Provisions 

 

 

Total Equity and Liabilities 

 

 

11 

12 

 

 

 

13 

14 

15 

 

 

 

 

16 

16.1 

16.2 

17 

18 

 

 

4000.00 

2278.53 

 

6278.53 

 

4.54 

0.97 

0.08 

 

5.58 

 

 

307.35 

118.76 

53.03 

0.01 

                 

                       479.5      

 

        

                   6763.26 

 

 

4000.00 

    4.30 

 

4004.30 

3.45 

- 

1.22 

 

4.67 

 

 

 

244.77 

138.95 

68.13 

- 

 

451.85 

 

 

                  4460.82 
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South Central Railway Balance Sheet as at 31st March 2019 

 
PARTICULARS  Note no 

As at 31st 

March 2019 

As at 31st March 

2018 

I. 

1 

 

 

 

 

 

 

 

 

2 

 

 

 

 

 

 

 

 

 

 

 

II. 

1 

 

 

 

 

Assets 

Non –current assets 

(a)Property, plant and equipment 

(b)Capital work in progress 

(c) Intangible assets 

(d)intangible assets under development 

(e)financial assets 

   (i)loans 

(f) deferred tax assets (net) 

(g) other noncurrent assets  

Current assets 

(a)inventories 

(b)financial assets 

   (i) trade receivables 

   (ii) cash and cash equivalents 

   (iii) bank balances other than(ii) 

above 

   (iv)loans 

    (v) others 

(c) current tax assets (net) 

 (d)other current Assets 

 

                     Total assets 

Equity and liabilities 

Equity 

(a)Equity share capital 

 

 

 

3 

4 

5.1 

5.2 

6 

6.1 

7 

8 

 

 

9 

9.1 

9.2 

9.3 

9.4 

9.5 

10 

11 

 

 

 

 

12 

13 

 

 

 

16.78 

12.45 

0.75 

4073.55 

 

1.45 

39.77 

62.19 

          4206.94 

 

1540.85 

117.21 

3,126.00 

4.39 

93.76 

51.06 

233.57 

               

               5166.84 

               9373.78 

 

 

5160.00 

2569.08 

 

 

 

7.78 

- 

- 

2,533.66 

 

3.89 

120.06 

0.89 

    2666.28 

 

208.72 

31.14 

3,562.00 

1.70 

125.77 

73.80 

93.85 

 

      4096.98 

         6763.26 

 

 

4000.00 

227.53 
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2 

(i) 

 

 

 

(ii)  

 

 

 

 

 

 

 

 

 

 

 

 

III 

 

IV 

(b)other equity 

Liabilities 

Non –current liabilities 

(a)financial liabilities 

   (i)other financial liabilities 

(b)provision 

(c)other non – current liabilities 

Current liabilities  

(a)financial liabilities 

   (i) Trade payables 

 I. Total outstanding dues of micro  

  enterprises and small enterprises 

  (ii) other financial liabilities  

(b)other current m liabilities 

(c) provision 

(d) current tax liabilities (net) 

 

          Total equity and liabilities 

Summary of signification accounting 

policies 

Notes forming part of financial 

statements 

 

 

 

14 

15 

16 

 

17 

17.1 

 

 

 

17.2 

18 

19 

10.1 

 

 

 

 

1-2 

 

3-50 

             7729.08     

 

 

- 

6.20 

 -    

                 6.20 

38.59 

790.48 

 

 

 

394.59 

333.33 

0.27 

81.24 

                 1638.50 

             9373.78 

              6278.53 

 

 

4.54 

0.97 

0.08 

                                                                          

5.58 

 

15.42 

87.12 

 

323.57 

53..03 

0.01 

- 

            479.15 

                   6763.26 
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INTRODUCTION 
 

Finance is the process of commission of accumulated funds to productive use. Finance helps 
direct the flow of economic activity and facilitate its smooth operations. 

Finance is concerned with the task of providing funds needed by the enterprise on the terms that 
are most favorable towards the attainment of organizational goals and covers financial planning 
forecasting of cash receipts and its financial control. 

The financial statement analysis present a meaningful and structured description about the 
capacity an organization in terms of sources and application of funds.The financial statement 
analysis can be conducted with the help of comparative balance sheet. 

The comparative balance sheet explains the weight of previous years balance sheet with that of 
succeeding years balance sheet. 

Financial analysis is to determine the significant operating and financial characteristics of the 
firm account data. It is a technique typically devoted to evaluate the past, current and projected 
performance of business firm. Financial analysis is an attempt determine their significant and 
meaning of financial statement of data so that forecast may be made of future prospect for 
earnings ability to pay interest and debt maturities and profitability. 

Financial analysis results in the presentation of information by arranging financial statement data 
in a systematic manner that aids business managers in investors and financial statement can 
provide valuable insights into a company’s performance 
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Need for the study 

o The main need of the study is to analysis the financial information. 
o To find out the liquidity or short term solvency. It help in know the financial 

position of the five years and helps to make necessary changes of increase or 
decrease in such assests and liabilities over the period of time. 

o The investors who are interested in ingesting in the offers motivation by showing 
how activity they are contributing the growth. company shares will also get 
benefited by going through the study and can easily take a decision whether to 
invest or not. 

 Aware the changes (increase or decrease) in such assets and liabilities over the year 
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Objectives of study 

The objective of study is to determine the clear picture of the company performance 

 To study the financial performance of the organization. 

 To understand the changes in the components of balance sheet. 
 To measure the financial position of firm through preparation of comparative balance 

sheet. 
 To analyze different items of assets and liabilities on two or more comparative dates. 
 To study the financial statement for five years. 

 To examine the financial statement with the help of comparative study. 
 To study the overall position of the company. 
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Research and methodology 
 
The two sources used to collect the data are: 
 

 Primary data: 
 

The primary data iscollect with help of personal decisions with financial executives and 
observations 
 

 Secondary data: 
 
      The secondary data is taken from kwality feeds for the 2014-2019 balance 
sheet and annual reports. 
 

 The study completely depends up on the secondary data 
 

 Balance sheet 
 Profit and loss account 
 Annual reports of the company 
 Other books and journals 
 Internet 

 

  

 

 

 

 

 

 

 



5 
 

Scope of the study  

The scope of financial performance analysis does not need emphasis to the own need of the 
enterprise. They reveal its progress as evidenced by earning and current financial conditions.The 
scope is limited to the operations of kwality feeds.profit and loss account balance sheet was 
taken from last five years.(2014-2019)  
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Limitations of study 

 The duration of the project is limited to period of six weeks only. 
 The reliability of the study depends up on the available information furnished by official. 

The financial accounting doesn’t take into account the price level changes 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



7 
 

 

 

 

 

 

 

 

Chapter-2 

Industry Profile 
 

 

 

 

 

 

 



8 
 

Industry Profile 

Introduction 

Feed manufacturing on a commercial and scientific basis started around 1965 with the 

setting up of medium-sized feed plants in northern and western India. Feed was produced mainly 

to cater to the needs of dairy cattle.  

The poultry sector was not developed at that time and was restricted to backyard 

production, with the desi (or native bird) kept mainly for the production of eggs. The poultry 

industry is now growing in importance. Today, the Indian feed industry is worth approximately 

Rs 45 billion, that is about US$1 billion. 

Feed Industry:  

The Indian feed industry is about 35 years old. It is mainly restricted to dairy and poultry 

feed manufacturing; the beef and pork industry is almost non-existent. The quality standards of 

Indian feeds are high and up to international levels. Raw materials for feed are adequately 

available in India. The industry's production is about 3.0 million tonnes, which represents only 5 

percent of the total potential, and feed exports are not very high. The feed industry has modern 

computerized plants and the latest equipment for analytical procedures and least-cost ration 

formulation, and it employs the latest manufacturing technology. In India, most research work on 

animal feeds is practical and focuses on the use of by-products, the upgrading of ingredients and 

the enhancing of productivity. 

The country has entered into a period of liberalization and this is bound to influence the 

livestock industry. The per capita consumption of milk, eggs and broiler meat will grow. The 

Indian feed industry is undergoing a very exciting phase of growth for the next decade. 
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Dr. S.V. Vaidya has been working in the feed industry since 1975 and has also worked 

in research and development, feed formulation, technical training, export, purchasing and the 

feed business. At present he is Managing Director of Pranav Agro Industries Ltd, Pune, India, 

and Chairman of the Compound Livestock Feed Manufacturers' Association (CLFMA) 

Standardization and Regulation of Animal Feed Manufacturers 

As already mentioned, BIS has produced guideline feed standards and the industry also 

has its own guidelines. Currently there is no compulsion to use BIS standards, but the central 

government has been advising states to introduce their own regulatory standards. The industry, 

however, is resisting this move. One of the major reasons for opposition is that the government 

wants to legislate regulation under the Essential Commodities Act 1955 which is considered 

draconian and totally inappropriate in this context.  

   There is no shortage of compound animal feeds anywhere in the country. In fact, the 

organized sector of the compound feed industry is facing serious problems resulting from a huge 

idle capacity, to the extent of 50 percent or more. New capacities are being added by global 

players in the feed business and by national as well as multinational integrators. The nature of 

animal feeds and the animal feed industry has completely changed. 

   Increasingly, products, including new products, are being excluded from the purview of 

the Essential Commodities Act 1955. Major raw materials for compound animal feeds, such as 

groundnut, soybean, rapeseed and sunflower meals and cottonseed and rice bran extract, which 

are exported, are not covered by the Act. There is therefore no reason for it to cover the animal 

feed manufactured with these raw materials. 
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Animal Feed Commodity Production: 

Maize is one of the most important cereals used in animal feed. The annual production of maize 

is about 10.5 million tonnes; about 4 million tonnes of which are used in the starch industry, 4.5 

million tonnes in animal feeds and 2.5 million tonnes in human consumption and seed 

production. Maize production has remained almost static in the past three years while demand is 

increasing. The major crop is during the Kharif season (June to October), which accounts for 90 

percent of the total. The remaining 10 percent is harvested in the Rabi season (November to 

February). 

   The import of maize used to be restricted but, since April 2000, imports have been 

approved under open general licence (OGL). There are, however, 15 percent duty and a grain 

inspection fee to be paid, so there is no price parity between imported and domestically produced 

maize. There is no subsidy or minimum price index for maize, and the price varies with the 

market demand. Maize cannot be exported.  

Feeding practices and the use of compound feed: 

In India, the term "compound feed" refers to feed that is nutritionally balanced and has 

been manufactured using the facilities of an analytical laboratory and under the supervision of 

nutritionists. There are also a large number of small-scale feed mixers who produce feed for local 

consumption. Such feed is termed "self-mixed feed" or "home-mixed feed". 

FEED TYPES: 

Feeds can be produced entire by steam processing, producing compacted, pressure-pelleted 

(sinking) feeds; or by extrusion, which produces expanded floating or buoyant feeds. 

1. Floating Feeds 

2. Sinking Feeds 

FLOATING FEEDS 

  In general floating feeds offer numerous advantages over their sinking counterparts. Raw 

materials are propelled by screws along the barrel of the extruder machine to cook the material s 

at 120-175 degree C for about 30 seconds. The homogenous cooked mixture is forced through a 
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die at high pressure. The material expands because of pressure difference. Floating feeds are 

more digestible as a result of cooking process and the heat and pressure deactivate destructive 

enzymes as well. Increased starch gelatinization helps the feed to be more stable in water by 

disintegrating less quickly that gives enough time to the fish to take the meal completely. 

Moreover, the farmer can directly observing the feeding intensity of his fish and adjust feeding 

rates accordingly determining whether feedings are too low or too high is in important in 

maximizing fish growth and feed use efficiency. Another side effect is that farmers can visually 

monitor the health condition of the reared fish as they come to the surface to take feed. 

In contrast, floating feed can be detrimental with respect to consumption by competitors and 

some fish species. 

 

SINKING FEEDS 

 Sinking feeds are solid feed pellets that submerged during application. Bottom feeder 

shrimp, for example, prefer sinking pellets(density greater than that of water, 1 g/cm3) and will 

not accept a floating feed (Craig and Helfrich,2002). The farmer cannot always estimate feeding 

rates properly in relation to the biomass present in his pond and feeling whether too low or too 

high than the actual requirement. It cause lower weight gain in a particular age and enlarge the 

culture period when feeding rate is low. In the other hand, overfeeding causes subsequent loss of 

feed supplied as well as deteriorating water quality that may results in a number of problems. 

Feed Ingredients: 

 Wide ranges of ingredients are used in preparation of aquafeeds. They include aquatic 

and terrestrial plants(Duckweeds, Azolla, Water Hyacinth, etc.), aquatic animals (Snails, 

Clams,etc.) and terrestrial-based live feeds(Silkworm Larvae, Maggots, etc.),plant or grain 

processing products and byproducts (De-oiled Cakes and Meals, Beans, Grains and Brans) and 

animal-processing and by-products (Meat and Bone Meal, Blood Meal, Feather Meal, etc.). 

ingredients used commonly as sources of protein, carbohydrate and fat.  
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Nutrient Ingredient Used 

Protein Fish Meal, Dry Fish, Soybean Meal, Meat and Bone Meal, Rape Seed 

Cake, Mustard Oil Cake, Soy Protein Concentrate, Blood Meal, Krill 

Meal, Maize Gluten.  

Carbohydrate Rice Polish, Maize, Flours, Wheat Meal, Extruded gelatinized starch. 

Fat Fish Oil, Vegetable Oil,  Crude Oil, Full Fat Soybean. 

 

A wide variety of additives are used that would have position effects on growth and feed 

conversion without causing bacterial resistance to fully utilize valuable raw materials in feed 

pellets. 

 

FEED PRODUCTION:  

Production of feed includes two major steps as feed formulation and processing or preparation. 

 

Formulation 

Feed formulation is the process of quantifying the proportion of ingredients to be put together, to 

form a single uniform mixture or pellet that will provide all the nutritional requirements of the 

target fish. It is a central operation in feed production, ensuring that feed ingredients are 

economically used for optimum growth of reared spices. It requires a good expertise in fish 

biology and nutrition along with a deep knowledge about feed ingredients and their roles. Most 

large scale fish farmers depend on commercial feed mills for their feeds, to obviate the need to 

do their own formulations or fees preparation. It is therefore essential that formulation are 

accurate, to ensure that cultured fish are not adversely affected. Feed formulation is a science and 

art at a time, requiring knowledge of feed and fish in view of economic aspects when using 

formulae. Feed Formulation can be done in two major steps as: 

 1. Ingredient selection and restrictions and  

2. Identification of nutritional specifications. 

Processing of Feed 

 Grinding 

 Mixing 
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 Conditioning 

 Pelleting 

 Drying 

 Packaging 

 

Feed Characteristics: 

 Flavor and Taste 

 Color and Buoyancy 

 Sound  

 Size and Pellets 

 

GLOBAL AQUA FEED 

Increasing demand for fish and fish- based products is expected to drive the aqua feed 

market 

With the globally increasing demand for fish and fish-based products, the compound feed 

demand in the aquatic animal food industry is also expected to increase. The growth is 

particularly high in emerging countries, such as China, India, and Brazil, owing to the increasing 

income levels due to expanding the middle class and increasing demand for seafood in these 

countries. The Asia-Pacific market, though accounts for a significant share in the overall market, 

is relatively unexplored, owing to the low level of organizing in the industry. 

The world’s aquafeed business is highly fragmented, and global players, like Cargill compete 

with a lot of regional feed producers. Around 35% of the aquafeed market is divided among four 

global companies, none of which has more than a 12% market share. 

 

Asia-Pacific Region is the Largest Market for Aqua Feed 

The aquaculture business is centered in Asia, particularly, in China. The region accounts for 

more than one-third of the world aquaculture production, by volume. China alone comprised 

more than 50% of the global fish production. Besides China, the region is also home to major 

producers, such as India, Vietnam, and Thailand. The aquafeed industry in this region is driven 

by factors, such as increasing fish consumption and growth in the processed seafood industry, 

owing to rise in middle-class incomes in developing countries. 

https://www.mordorintelligence.com/industry-reports/north-american-aqua-feed-market
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Increasing Costs of Raw Material is Expected to Weigh on the Growth of the Market: 

The demand for high-quality aqua feed from the industry, owing to growth in the aquaculture 

industry, has elicited the increase in consumption of compound feed and feed additives. The feed 

availability has become a critical issue for the aquafeed industry. With the growing global 

population and a corresponding rise in a food shortage, the industry is facing severe pressure in 

procuring raw feed, such as fish meal and fish oil, which are very crucial for manufacturing aqua 

feed and the growth of the aquaculture industry. Feed acids, antioxidants, and vitamins are 

mainly extracted from natural sources, such as seeds, tree barks, and plant leaves. The rising 

costs of extraction from these sources, coupled with stringent regulations over waste biomaterials 

and wastewater treatment, have a limiting effect on the global market. Oceans are tapped out, 

and the environmental regulations surrounding the wild, marine or inland fisheries has made it 

difficult to procure raw materials, such as fish meal and fish oil for feed. Prices are expected to 

soar owing to increasing demand, and adversely affect the aqua feeds market. Regulatory issues 

are the biggest constraints for the feed industry. 

 

Stringent Regulations in Developed Countries is Expected to Restrain the Market Growth: 

The animal feed production comes under feedstuff regulations in most countries. The regulatory 

framework is getting increasingly strict, such as the ones in 2006 in European Union and in 2009 

in the United States, where, the ban on the use of antibiotics, as growth promoters in animals, 

was seen. Many countries, including China, Thailand, and Vietnam that export fish to Europe 

and the United States do not have such regulations against antibiotics or animal proteins usage in 

animals or feeds. Such disparities in regulations have adverse effects on the global fish and aqua 

feed trade, especially between developed and developing economies. The feed and feed additive 

producers are required to follow strict regulations related to regional and national health and 

safety, for gaining product approval in the developed nations. These regulations ultimately affect 

the cost of the final product. Such regulatory initiatives are posing challenges for existing feed 

products, and increasing the price of new feed development. 

Major Players:   

Nutriad International NV, Biomar A/S and Aller Aqua A/S amongst others. 
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Recent Developments in the Market 

Epicore, a company operating in the North American and South American aquaculture market 

with specialization in the manufacture of larval feed and probiotics, was acquired by Neovia. 

Reasons to Purchase this Report: 

 Provides latest insights into the Global Aqua Feed industry 

 Studies on the region expected to witness the fastest growth during the forecast period 

 Identifies the latest developments, market shares, and strategies employed by the major 

market players 

 Analyzes the market scenario with the help of Porter’s Five Forces Analysis 

 Analysis of the impact of regulations in developed countries on the aquafeed industry 

 3-month analyst support, along with the Market Estimate Sheet in excel. 

 

Report Customization and Benefits: 

 This report can be customized to meet the desired requirements. Please connect with our 

analyst, who will ensure you get a report that suits your needs. 

 

India Aqua Feed – Market Shares: 

 INDIA - With seafood production growing at the rate of four per cent per annum since 

2012, Indias aquaculture feed demand is to touch 7 million tonnes by 2017-18. 

 This was said in a report released by Yes Bank at the Global Grain & Global Feed event 

held in Pune recently. 

 As per an estimate, currently, India’s aqua feed consumption is around 1 million tonnes 

and assuming on an average 1.5 feed conversation ratio (industry standards), the demand 

for aqua feed comes to around 7 million tonnes by 2017-18, the report said. 

 India’s seafood production was recorded at 9 million tonnes in 2012-13 and due to rapid 

changes in shrimp and fish farming, production capacities for modern feed has gradually 

gone up to 2.88 million tonnes during 2013-14. 

 India has around 26 aqua feed mills spread across the country. However, their production 

capacities are only 43.4 per cent with a total production of 1.25 million tonnes. 

https://www.neovia-group.com/es/neovia-announces-the-acquisition-of-epicore-a-probiotics-expert-on-the-global-aquaculture-market/
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 To meet the requirement, India imports more than half of the requirements from other 

countries, so there is huge scope in aqua feed. 

 With the introduction of vannamei shrimp, the cultured shrimp production is growing at 

16 per cent. 

 The demand from shrimp will drive the growth of the aqua feed industry at five to six per 

cent annually. 

 The feed demand only from shrimp and fresh water shrimp is around 1 million tonnes. 

 India currently has 13 feed mills that can produce modern feed for the shrimp sector with 

a production capacity of 1.33 million tonnes. 

 On fish feed, the current installed capacity is 1.55 million tonnes. The total feed 

production for shrimp and fish stands at 572,000 tonnes and 684,000 tonnes respectively, 

the report adds. 

 Shrimp production growth has driven consumption growth by 13 per cent between 2007-

08 and 2012-13 reaching almost 300,000 tonnes in 2013-14. 

 Disease outbreaks remain one of the major risks affecting the growth of the aquaculture 

feed industry. 

 Freshwater fish feed demand has grown rapidly, driven by the growth in the freshwater 

fish segment in India. 

 Current freshwater fish feed production is estimated at 0.7 million tonnes and significant 

investment has gone into the creation of capacities. It is expected that the demand for 

fresh water fish feed is expected to grow at five to six per cent in the near term. 

 Emphasising on emerging markets for aqua feed, the report said that current market 

players and feed mill investors are looking for market diversification options to increase 

feed capacity utilization. 

 Currently, Andhra Pradesh constitutes the major share in the domestic market, accounting 

for feed sales at almost 60,000 tonnes per month followed by other states with below 

5000 tonnes sale a month. 

 After 2008 many aqua feed mills have started manufacturing floating/pellet feeds for the 

farming of freshwater fish. 
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 Cheaper feed ingredients like deoiled rice bran, wheat bran, cottonseed cake and 

groundnut cake are extensively used in freshwater aquaculture. Both conventional and 

non-conventional feed ingredients are used in feed formulation for shrimps. 

 Feed ingredients like fishmeal, squid meal, lecithin, cereal flour and other essential and 

propriety additives and fish oil are also used in prawn and shrimp feed formulations. 

 Freshwater fish are fed with farm made feeds which consists of a mixture of rice bran, 

wheat bran and oilseed cakes, the report said. 

 Globally, the aqua feed market has witnessed an exponential growth owing to factors 

such as growing consumption of seafood and growth of the aquaculture industry as a 

whole. India along with US, China and Brazil are the leading aqua feed producers across 

the world. 

 The report also said that Asia Pacific is the largest market for aqua feed consumption, 

contributing to over 70 per cent of the overall consumption. 

 An Altech-2015 Global Feed survey stated that the world has produced an estimated 41 

million tonnes of aqua feed during the last year. With Asia Pacific and China as one of 

the leading consumer and producers of aqua feed. 
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Company Profile 

Kwality Feeds Ltd is established in the year 1993 with the objective of becoming 

preferred aqua feed supplier to the developing aquaculture industry in India. In the year 2005 it 

has revolutionized the Indian aquaculture by introducing high performance extruded 

floatingfishfeeds. 

 

 

Kwality Feeds Ltd is a Public incorporated on 13 April 1993. It is classified as Non-govt 

company and is registered at Registrar of Companies, Hyderabad. Its authorized share capital is 

Rs. 50,000,000 and its paid up capital is Rs. 49,912,168. It is inolved in Farming of animals. 

Kwality Feeds Ltd's Annual General Meeting (AGM) was last held on 27 September 2017 and as 

per records from Ministry of Corporate Affairs (MCA), its balance sheet was last filed on 31 

March 2017. 

OVER VIEW: 

Kwality Feeds Ltd is an unlisted public company incorporated on 13 April, 1993. The registered 

office of the company is at R S NO.95/B, RAMANAPUDI GUDIVADA MANDAL, 

KRISHNA, ANDHRA PRADESH. 

The total paid-up capital is INR 4.99 cr. 

The last reported AGM (Annual General Meeting) of the company, per our records, was held on 

26 September, 2018. Also, as per our records, its last balance sheet was prepared for the period 

ending on 31 March, 2018. 
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The company has 4 directors and no reported key management personnel. The longest serving 

directors currently on board are Gopal Krishna VenkataKoganti and KogantiAnjaneyulu who 

were appointed on 01 April, 2005. They have been on the board for more than 13 years.  

The most recently appointed directors are KogantiSambasiva Rao and Koganti Siva Krishna, 

who were appointed on 14 May, 2015.  

Gopal Krishna VenkataKoganti has the largest number of other directorships with a seat at a total 

of 3 companies. In total, the company is connected to 3 other companies through its directors. 

BOARD OF DIRECTORS: 

MR. K ANJANEYULU (Chairman and Managing director) 

MR. K Samba Siva Rao (Executive director) 

MR. K. Siva Krishna (Director) 

 

Our Mission:  

To provide healthy and sustainable growth for customers by creating innovative feed 

solutions to develop aquaculture. 

 

Our Values: 

Respect 

We act with integrity based on mutual trust and recognize the inherent value of all people 

and the environment. 

Courage 

We like challenges and take measured risks. We drive change and improvement. We 

strive for being winners. 

Innovation 

We seek opportunities and strive for innovative business solutions internally and 

externally on behalf of our customers. 
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Execution 

Based on skills and insights we act and get things done. We value personal responsibility 

and initiative. 

Openness 

We work with others in an open and inclusive way. We are reliable and trust worthy. We 

work and act global. 

Process Overview 

The Kwality fish feed production secures the right nutritional ingredients in the finished 

product together with the physical criteria’s linked to the different Kwality products. 

The main ingredients are marine raw materials, vegetable raw materials and other 

ingredients such as starch, pigment, vitamins and minerals. 

The Kwality plants do have advanced operating systems and the process is controlled 

from a central control room from where process data are monitore 

RawMaterials 
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Process 

Dry raw material storage 

The dry raw materials are mainly stored in silos to keep the ingredients cool and dry. 

Oil storage 

The oil fish oil and vegetable oil are stored in storage tanks. 

 

Dry powder dosing 

The dry ingredients are dosed from dosing silos down into a batch scale according to 

recipe. 

Grinding 

To secure a homogenous product even in the smallest products it is necessary to grind the 

products. The equipment used is hammer mills. 

Mixing 

To be sure of a homogenous product the batch is mixed in a mixer. 

Extrusion 

The dry powder is transferred to the extruder where water steam and mechanical energy 

are transferred to the product. The temperature at the end of the extruder increases to 115 to 120 

°C. The high temperature and the mechanical work melt the starch. In the extrusion process the 

powder becomes a high viscose liquid. Passing the dies at the end of the extruder the product 

expands due to the pressure drop at the dies. The microstructure in the pellet is formed by this 

expansion and makes space for further oil dosing. 

Drying 

The water added into the extruder is removed by drying. The pellets are dried in dryers 

with a drying time from 40 to 90 minutes. The product temperature drops from 90 °C to about 50 

°C in the drying process. 

Coating of oil 

In most of the feed recipes oil is added to the pellets. The dried pellets are coated with oil 

in a batch vacuum coater. 

Cooling 

To secure and stabilize the products the products are cooled to room temperature. 

Bagging 
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After cooling the product is sifted and taken out in 25 to 50 kg bags. 

Products 

Kwality Feeds brings a new generation of efficient Floating Fish feeds which help 

achieve the best possible total economic performance in your fish farm. Our concept optimizes 

the feed to a targeted performance in terms of Feed Conversion Ratio and Growth Rate without 

depending on particular raw materials.  

It supplies the digestible energy needed for maintenance and the targeted growth 

performance at each stage in the fish life cycle. It delivers an adequate amount of digestible 

proteins with the right amino-acid profile in order to enable the fish to fully utilize its growth 

potential. It provides the vitamins, minerals, and other micronutrients necessary for growth and 

development. Utilizing advanced optimization tools and the results through research and trials 

our team of product developers can efficiently match the nutritional requirements of the fish at 

each individual growth stage. 

 

BENEFITS OF KWALITY FLOATING FISH FEED 

 Eco Friendly 

 Low Feed conversion Ratio 

 High Growth Rate 

 Higher Biomass 

 Highly Palatable 

 Easy Feeding Management 

 Optimum Water Quality 

 Low Mortality Rate 

 Higher Immunity 
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Feed Composition 

Product Code Protein% (min) Fat % (min) Fibre % (min) Moisture % (max) Energy (Kcal) 

203 20 3 7 11 2300 

243 24 3 7 11 2500 

283 28 3 6 11 2800 

304 30 4 6 11 3000 

326 32 6 6 11 3400 

 

Resources 

 Water Quality in Fresh Water Aquaculture. 

 Feeding Program for Pangasius. 

 Feeding Program for White Fish. 

Water Quality in Fresh Water Aquaculture: 

The major water quality factors that are important in freshwater aquaculture systems and 

methods to monitor them are described in this publication. Water quality determines not only 

how well fish will grow in an aquaculture operation, but whether or not they survive. Fish 

influence water quality through processes like nitrogen metabolism and respiration. Knowledge 

of testing procedures and interpretation of results are important to the fish farmer. 

Some water quality factors are more likely to be involved with fish losses such as 

dissolved oxygen, temperature, and ammonia. Others, such as pH, alkalinity, hardness and clarity 
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affect fish, but usually are not directly toxic. Each water quality factor interacts with and 

influences other parameters, sometimes in complex ways. What may be toxic and cause 

mortalities in one situation can be harmless in another. The importance of each factor, the 

determination method and frequency of monitoring depends upon the type and rearing intensity 

of the production system used. 

Water Quality Parameters in Fresh Water Aquaculture 

 

Water Depth 5-6 Feet 

Ph 7-8.5 

Dissolved Oxygen 3-10 PPM 

Carbon Dioxide 1-10PPM 

Alkalinity (Total) 80-100PPM 

Ammonia 0.1 PPM ( Max 0.5 PPM) 

Hydrogen Sulphide 0.01 PPM (Max 0.03 PPM) 

Salinity < 2PPT 

Plankton >1 ml/ 50L 

 

 

Temperature 

All biological and chemical processes in an aquaculture operation are influenced by 

temperature. Fish adjust their body temperature and metabolic rate by moving into cooler or 

warmer water. Each species has a preferred or optimum temperature range where it grows best. 

At temperatures above or below optimum, fish growth is reduced. Mortalities may occur at 

extreme temperatures. 

 

Dissolved Oxygen 

The minimum dissolved oxygen (DO) level that fish can safely tolerate depends upon 

temperature and to a certain extent the species. Volubility of oxygen increases as temperature 

decreases. In ponds, DO can change dramatically over a 24 hour period. During the day oxygen 

is produced by photosynthesis, the process by which green plants convert water and carbon 

dioxide in the presence of light, to oxygen and carbohydrates. During the night and day oxygen 
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is consumed by respiration, the process by which plants and animals use oxygen to produce 

carbon dioxide as they burn carbohydrates, but in the day photosynthesis usually produces more 

oxygen than is used. Typically, oxygen levels are lowest just before dawn and highest in the late 

afternoon. 

DO in a culture system must be maintained above levels considered stressful to fish. 

Warmwater fish (species that grow best at temperatures above 25°C) can tolerate lower DO 

concentrations than coldwater fish (species that grow best at temperatures below 15°C). As a rule 

of thumb, DO should be maintained above 3.0 ppm (parts per million; frequently used 

interchangeably with milligrams per liter, mg/L) and 5.0 ppm for warm and coldwater fish, 

respectively. Prolonged exposure to low, nonlethal levels of DO constitutes a chronic stress and 

will cause fish to stop feeding, reduce their ability to convert ingested food into fish flesh, and 

make them more susceptible to disease. Intensive fish production in ponds, cages, flow-through, 

and recirculating systems requires aeration or oxygenation to maintain DO at safe levels. 

 

Nitrogenous Wastes 

Most fish and freshwater invertebrates excrete ammonia as their principle nitrogenous 

waste. Analytical methods are used to determine total ammonia-nitrogen (TAN). The proportion 

of TAN that exists in ionized and un-ionized form varies with pH and temperature. As pH and 

temperature increase, the amount of TAN in the toxic un-ionized form increases. Fish 

continuously exposed to more than 0.02 ppm of the un-ionized form may exhibit reduced growth 

and increased susceptibility to disease. 

When fish are cultured intensively and fed protein-rich feeds they can produce high 

concentrations of ammonia in the water. Ammonia and other metabolic wastes are gradually 

removed by natural processes in ponds or through the use of biological filters in recirculating and 

reuse systems. Ammonia is removed by bacteria that initially convert it into nitrite and 

subsequently into nitrate. Nitrite is toxic to fish and causes “brown blood” disease. 

Concentrations of 0.5 ppm have reduced growth and adversely affected fish. Fish can tolerate 

nitrate to several hundred ppm. Removal or detoxification of ammonia is facilitated by providing 

and maintaining an optimal environment for the appropriate bacteria (pH between 7-9; 

temperature approximately 24-30° C). 

 



27 
 

 

pH 

The concentration of bases and acids in the water determines its pH. A low pH is acidic 

and a high pH is basic; a pH of 7 is neutral. Fish survive and grow best in waters with a pH 

between 6-9. If pH readings are outside this range, fish growth is reduced. At values below 4.5 or 

above 10, mortalities occur. 

In well-buffered ponds (with alkalinity over 50-100 ppm, see next section), pH typically 

fluctuates one or two units daily. In the morning, carbon dioxide levels are high and pH is low as 

a result of respiration during the night (carbon dioxide forms a mild acid when dissolved in 

water). After sunrise, algae and other green plants produce carbohydrates and oxygen from 

carbon dioxide and water by photosynthesis. As carbon dioxide is removed from the water, its 

pH increases. The lowest pH of the day is typically associated with the lowest level of dissolved 

oxygen. The highest pH of the day is typically associated with the highest level of dissolved 

oxygen. 

 

Alkalinity 

The buffering capacity of culture water, expressed as ppm calcium carbonate, is its 

alkalinity. Alkalinity is a measurement of carbonate and bicarbonate ions (ions are atoms or 

groups of atoms with a negative or positive charge) dissolved in the water. As the amount of 

carbon dioxide fluctuates, the pH of water changes. The magnitude of this shift is determined by 

the water’s buffering capacity or its ability to absorb acids and/or bases. Photosynthetic activity 

in a poorly buffered pond can cause pH to increase, perhaps from as low as six in the morning to 

nine or more by late afternoon. In a pond with higher alkalinity, the pH shift is reduced. For 

instance, the daily shift in a well buffered pond might be from a pH of seven in the morning to 

eight by late afternoon. A suitable range of alkalinity is 20 to 300 ppm. Alkalinity in excess of 

300 ppm does not adversely affect fish, but it does interfere with action of certain commonly 

used chemicals (e.g., copper sulfate). Alkalinity remains relatively constant in ponds, but 

decreases steadily in nonsupplemented, recirculating systems. Alkalinity can be increased by 

adding agricultural limestone to ponds or sodium bicarbonate to recirculating systems. 
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Hardness 

Calcium and magnesium ions comprise hardness. Test procedures usually determine both 

ions as “total hardness,” expressed as ppm calcium carbonate. In most waters the concentrations 

of alkalinity and hardness are similar, but they can differ vastly as alkalinity measures negative 

ions (carbonate, bicabonate) and hardness measures positive ions (calcium, magnesium). 

Hardness is important, especially in the culture of several commercial species. If hardness is 

deficient, these species do not grow well. Hardness should be above 50 ppm; low hardness can 

be adjusted by the addition of lime or calcium chloride. 

 

Carbon Dioxide 

Only when using groundwater, transporting fish at high densities, or in recirculating 

systems are carbon dioxide problems likely to develop. At high concentrations, carbon dioxide 

causes fish to lose equilibrium, become disoriented and possibly die. Testing groundwater before 

use and aerating it, if necessary, will reduce carbon dioxide to acceptable levels. Careful 

planning, aeration or oxygenation, and buffering of water will keep carbon dioxide at acceptable 

levels when large numbers of fish are hauled extended distances or cultured in recirculating 

systems. 

 

Salinity 

The total concentration of all ions in the water is its salinity. Freshwater fish exhibit a 

range in salinity tolerance. Many commercially important species survive and grow well in 

slightly salty water. After they smelt, salmon and trout can tolerate salt water. Salinity not only 

affects osmoregulation it also influences the concentration of un-ionized ammonia. During the 

planning stage of an aquaculture operation, salinity should be measured and the water’s 

appropriateness determined. 

 

Iron 

Many ground waters contain elevated levels of dissolved iron. When exposed to the air, 

this iron interacts with oxygen, becomes insoluble, and forms a red deposit. Small clumps of iron 
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are produced that can settle on fish gills, causing irritation and stress. Problems can be avoided if 

the iron-bearing water is exposed to air and the resultant clumps of iron removed by settling or 

filtration before the water enters the culture system. 

Chlorine 

To control bacteria, municipal water supplies are typically treated with chlorine at 1.0 

ppm. If municipal waters are used to culture fish, residual chlorine must be removed by aeration, 

with chemicals such as sodium thiosulfate, or filtration through activated charcoal. Chlorine 

levels as low as 0.02 ppm can stress fish. 

 

Hydrogen Sulfide 

Ponds with oxygen-poor bottoms and accumulated organic material can release hydrogen 

sulfide when seined or disturbed. Substratum beneath heavily fed cages/net pens can accumulate 

wastes and produce hydrogen sulfide gas if oxygen becomes deficient. Hydrogen sulfide gas has 

a rotten egg odor and is extremely toxic to fish. Any detectable odors or levels should be avoided 

and extreme care should be taken when handling fish in an afflicted pond. Ponds can be drained, 

exposed to air and/or excavated to correct the problem. 

 

Water Clarity 

In pond and cage culture, water clarity can affect fish. If fish that prefer turbid waters are 

cultured in relatively clear water they will experience stress; survival and growth will be 

adversely affected. Accumulation of suspended solids and discoloration of culture water occur in 

recirculating systems which can irritate fish and precipitate disease. Some suspended and 

dissolved materials can cause off-flavor in fish. Filtration and flocculent can be used to remove 

solids and reduce discoloration. 

 

Monitoring Methods 

A variety of methods are available to monitor water quality . In pond, cage, and low 

intensity culture, the high precision of sophisticated analytical methods is not needed to make 

informed management decisions. However, intensive culture in recirculating and reuse systems 

requires frequent and sophisticated monitoring. 
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Feeding Program for Pangasius Fish 

 

Avg Body Weight 

 

% Daily Feeding 

 

Feed For Ton fish 

(Kgs) 

Estimated monthly 

growth during the period 

30 gm 5% 50 70- 100 gm 

100 gm 4% 40 100 gm 

250 gm 2.50% 25 100 gm 

500 gm 1.50% 15 150 – 200 gm 

750 – 800 gm 1.20% 12 200 – 250 gm 

1 Kg and above 1% 10 200 – 250 gm 

1.5 Kg and above 0.80% 8 200 – 250 gm 

 

 

 Feeding Program for White Fish 

 

 

 
 

 

 

 

Avg Body Weight % Daily Feeding Daily Feed for ton Fish 

30 gm 4% 40 Kgs 

100 gm 2.50% 25 Kgs 

250 gm 1.50% 15 Kgs 

500 gm 1.30% 13 Kgs 

750 ‐800 gm 1.10% 11 Kgs 

1000 gm 1% 10 Kgs 

1500 gm and above 1% 10 Kgs 
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Chapter-4 

Theoretical Framework 
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Conceptual Aspects of Financial Statement Analysis 

Financial statement as used in corporate business houses refer to a set of report and schedules, 
which an accountant prepares at the end of the period of time for a business enterprise. The 
financial statements are the means with the help of which the accounting system performs its 
main function of providing summarized information about the financial affairs of the business. 
This statement comprise balance sheet or position statement and profit and loss account or 
income statement. In India every company has to present its financial statements in the form and 
contents as prescribed under section 211 of the companies Act,1956. 

Analysis of Financial Statement: 

Financial Analysis is to be determined the significant operation and financial characteristics of a 
firm from accounting data. It is a technique typical devoted to evaluate the past, current and 
projected performance of a business firm. Financial Analysis is an attempt to determine the 
significance and meaning of financial statement data so that forecast may be made of the future 
prospects for earnings ability to pay interests and debit maturities and profitability. 

Published financial statements are the only source of information about the activities and affair 
of a business entity available the public shareholders investors and creditors and the government. 
This various groups are interested in the progress, position and prospects of such entity in 
various ways. But these statements howsoever correctly and objectively prepared by themselves 
do not reveal the significance meaning and relationship of the information contained therein. For 
this purposes financial statements have to be carefully studied dispassionately analyzed and 
intelligently interpreted. 

          Financial analysis results in the presentation of information by arranging financial 
statement data in systematic manner that aids business managers. Investors financial statement 
can provide valuable insights into a company’s performance. 

Objectives of Financial Analysis 

 To estimate the earning capacity of the firm 
 To gauge the financial position and financial performance of the firm 
 To determine the long-term liquidity of the funds as well as solvency 
 To determine the debt capacity of the firm 
 To decide about the future prospects of the firms 

Types of Financial Statement Analysis: 
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A distinction may be drawn between various types of financial analysis and it may be as under: 

 

 

According to the nature of the analyst and the material used by him 

External analysis 

It is made by those who do not have access to the detailed record of the company. This group,  
which has to depend almost entirely on published financial statement, includes investors, credit 
agencies and government agencies regulating a business in nominal way. 

Internal analysis 

                   The internal analysis is accomplished by those who have access to the books of 
accounts and all other information related to business. while conducting this analysis the analyst 
is an apart of the enterprise . Executives  and employees of the enterprise conduct it. 

According to the Modus Operandi of Analysis  

Horizontal analysis 

                  When financial statements for a number of years are reviewed and analyzed. The 
analysis is called ‘Horizontal Analysis’. As it is based on data form year to year rather than on 

one date or period of time as a whole this is also known as Dynamic Analysis. 

Vertical Analysis 

                  It is frequently used for referring to ratios developed for one date or for one 
accounting period. It is also called ‘Static Analysis’.  This is not very conductive to proper 

analysis of the firm’s financial position and its interpretation, as it does not enable to study data 

in perspective. 

According to the Objective of Analysis 

Long-term analysis 

This analysis is made in order to study the long-term financial stability, solvency and liquidity as 
well as profitability and earning capacity of a business. The objective of this analysis is to know 
whether the firm will be able to earn a minimum amount, which will be sufficient to maintain a 
reasonable rate of return on the investment. 

Short-term analysis  
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This analysis is made to determine the short-term solvency stability, liquidity and earning 
capacity of the business. The requirement or not and sufficient borrowing capacity to meet 
contingencies in the near future. 

 

Parties interested in Financial Analysis 

                    Financial analysis is the process of identifying the financial strengths and 
weaknesses of the firm by properly establishing relationships between the items of the balance 
sheet and the profit and loss account financial analysis can be undertaken by management of the 
firm or parties outside the firm that is owner’s  creditors, investors and others. 

Financial Executives 

                   The first party interested in the financial analysis in the finance department of the 
business concern who have a deep insight into the financial condition of the enterprise and a 
view of the past performance which helps in future decisions making. 

Management 

                   The management of the concern is also interested in the analysis of the statements 
because it helps them in reaching conclusions regarding the overall operation of the business. 
The management is interested on every aspect of the financial analysis it is there overall 
responsibility to see that the resources of the firm are used most effectively and efficiently and 
the firm’s financial position is sound. As such return on analysis is very important for them. 

Creditors 

                 Creditors also evaluate the financial statements and on the basic of these financial 
statements they come about the credit worthiness of the business enterprises and chosen to 
extend maintain or restrict credit. Creditors will be interested to give credit for those business 
enterprises having sound financial position and having capable of being repayment of their 
credit. Some of the aspects of enterprise operations that are of interest of the creditors are 
liquidity of funds soundness of the financial structure, profitability of the operations 
effectiveness of working capital management etc. the bankers and trade creditors of a business 
enterprise are interested in its cash generation and credit worthiness. 

Suppliers of the long-term debt 

                  On  the other hand are concerned with firm’s long-term solvency and survival. They 
analyze the firm’s profitability overtime. Its ability to generate cash to be able to pay interest and 

repay principal and the relationship between various sources of funds.  Long-term creditors do 
analyze the historical financial statements. But the place more emphasis on the firm’s projected 

or performa  financial statement to make analysis about its future solvency and profitability. 
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Investors  

                 Investors present as well as prospective are interested in the measurement of earning 
capital of securities. Every investors has the tendency to get fair return on his or her investment. 
Investors have been increased concerned with the cash generation capability of an enterprise 
primarily in terms of the flexibility availability to such enterprises to acquire other business and 
new assets on an advantageous basis for this purpose each cash flow analysis and fund flow 
analysis are very useful. 

Government  

                 The financial statements are used to assess the tax liability of business enterprise. The 
government studies economic situation of the country from these statements enables the 
government to find out whether business is following various rules and regulations. 

Bankers 

                The banker is interested to see that the loan amount is secure and the customer is also 
able to take the interest regularly. The banker will analysis the balance sheet to determine 
financial strength of the concern and profits and loss account will also be studied to fine out the 
earning position. 

               The information provided by the analysis and interpretation of various financial 
statements is important and useful to those groups also that are interested in working of the 
business due to one or other motive. 

Importance of Financial Analysis  

                Financial analysis is very important for the management, shareholders,  

Rearranging of financial data :                                                                                             

The data available has to be rearranged in useful manner before analysis and interpretation.                                                                                                        

Analysis :  

In this step the actual analysis is made for which any technique such as comparative financial 

statement trend analysis, ratios, and cash flow statement. Statement of change in working 

capital etc. Can be used.                                  

Interpretation:  

After analysis interpretation is done and convulsions are drawn. These interpretations are of 

vital importance of management, shareholders, workers etc. To know the relative worth of the 

company.                                                             
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Tools of financial analysis :                                                                                                       

Analytical methods and devices used in analyzing financial statement as follows :                                      

1  Comparative financial statement .                                                                                      

2 Common size.                                                                                                                         

3Tend analysis.                                                                                                                             

4 Ratio analysis.                                                                                                                              

5 Cash flow statement.                                                                                                                            

6 Fund flow statement.                                                                                                                             

They may be discussed as under:                                                                                                       

Comparative financial statement:                                                                                                              

Statements prepared in a form that reflects financial data for two or more periods are known  as 

comparative statements. Financial data become more meaningful when compared with similar 

data for a previous period of a number of periods annual data for prior year. Comparative 

statements can be prepared for both types of financial statement balance sheet as well as 

profitability and loss account.                                                                                                                                 

These financial statements are so designed as to provide time perspective to the elements of 

financial positions contained therein.  

 

These statement given the data for all periods stated so as to show.      

        1 Absolute money value of each time separately for each item separately for each of the 

period stated.                                                                                                                       

2 Increase and decrease in absolute data in terms of money values.                               

3 Increase and decrease in terms of percentages.                                                               

4Comparison expressed in ratios .                                                                                              

5 Percentages of total.                                                                                                                

Such comparative statements are necessary for the study of trends and directions of movement 

in the financial position and operating results. These calls for a consistency in the practice of 

preparing these statements other wise comparability mar are distorted comparative 

statementsenable horizontal analysis of tigers.                                                                                                                    

Comparative balance sheet :                                                                                             
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The comparative balance sheet shows the different assets  and liabilities of the firm of different 

dates to make comparison of balance from  one date to another the comparative balance sheet 

has two columns for data of original  balance sheets a third column is used to show change 

(increased or decreased)in figures. The fourth column may be added for giving percentages of 

increase or decrease.    

While interpreting comparative balance sheet the interpreter is expected to study the following 

expects:                                                                                                                 

1 Current financial position and liquidity position.                                                                 

2 Long term position.                                                                                                                    

3 Profitability of the consent.                                                                                                           

1   For studying current financial position or liquidity position of a concern one should examine 

the working capital in both the years. Working capital is the of excess of current assets over 

liabilities.                                                                             

2 For studying long term financial position of the concern one should examine the changes in 

fixed assets long term liabilities and capital.                                            

3 The next aspect to be studied a comparative balance sheet is the profitability of concern.  

The study of increasing or decreasing profit will help the interpreter to observe whether the 

profitability has improved or not.                                                               

After studying various assets and liabilities an option should be formed about the financial 

position of the concern.     
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Chapter-5 

Data Analysis and Interpretations 
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Comparative Balance Sheet 2014-2015 

Particulars 2014 2015 Increasing/decreasing Percentage% 
Assets:     
Fixed assets 134059186 13803559 3976373 2.96 
Intangible assets 52180 52180  0 
Non current 
investment 

6038125 6038125 / 0 

Other current assets 4973229 4973229  0 
Totalfixedassets(A) 145122720 24867092 3976373 2.74 
Current Assets:     
Current investments 152800 187800 35000 22.90 
Inventories 73649812 36035229 -376612583 -51.06 
Trade receivables 176056772 172041001 -4015771 -0.0002 
Cash and cash 
equivalents Short 
term loans and 
advances 

6171542 4616975 -1554567 -25.189 

Other current assets 1392705 989892 -402813 -28.92 
Short term loans 
and advances 

1493771 1283012 -210759 -14.109 

Total current 
assets(B) 

258917392 215153904 -43761696 -16.9017 

Total assets (A+B) 404040128 240020992 -39785125 -9.8468 

Liabilities:     
Non current 
liabilities 

17437493 13035189 -4402304 -25.24 

Other long term 
liabilities 

588936 766951 178015 30.22 

Current liabilities 47288761 4157032 -5714729 -12.08 
Short term 
borrowings 

149576685 117947083 -31629602 -0.21 

Trade payables 18516291 8494708 -10101583 -54.32 
Short term 
provision 

2874875 3929062 1054187 36.66 

Total current 
liabilities: 

236363040 85747032 -50616016 -3.74 
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Equity capital:     
Share holders funds 23001000 49912170 26911170 1.17 

Share capital 144677088 1785059884 10828896 6.458 
Total liabilities: 404040128 240020992 -39785124 -9.8468 
 

2014to 2015 Interpretation: 

From the analysis it is observed feed total fixed assets of the firm have increased 

by 2.74% and total current assets decreased by 9.8%. The major current assets 

decreased is observed in inventories. 

 

 

 

 

 

 

 

 

 

 

 

 

Comparative Balance Sheet 2015-2016 

 
Particulars 

2015 2016 Increasing/ 
Decreasing 

Percentages% 
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Assets:     
Current Assets     
Inventories 36035229 5551713315 19542088 54.23 
Trade receivables 172041001 1241871573 1069830208 621.84 
Cash and cash 
equivalents 

4616975 13729890 9112915 197.37 

Short term loans 
and Advances 

1283012 1058604 -224408 -17.49 

Other current 
Assets 
 

989892 921268 -68624 -6.93 

Current 
Investments 

187800 166420 -21380 -11.38 

Total current 
Assets: 

215153904 1313265024 1098170880 560.41 

Fixed Assets: 
 

    

Tangible Assets 138035559 210826146 72790587 52.73 
Intangible Assets 52180 52180 0 0 
Capital work in 
progress 

111417493 - 111417493 100 

Non c current 
Investments 

6038125 9804895 3766770 62.38 

Other nonCurrent 
Assets 

4973229 4982579 9350 0.18 

Total fixed 
Assets: 

260516586 225665800 187984200 72.15 

Total Assets 475670490 1538930824 1286155080 270.38 
     
Liabilities:     
Current 
liabilities: 

    

Short term 
Borrowings 

41574032 42045107 471075 1.13 

Due to Others 117947083 1071142865 953195783 808.15 
Other Current 
Liabilities 

8494708 19677344 11182636 131.64 

Short term 
Provision 

3929062 4002421 73359 1.86 

Total current 
Liabilities: 

171944880 1136867737 964922853 510.18 

Non c Current 
Liabilities: 

    

Long term 
Borrowings 

13035189 104547062 91511873 702.03 
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Other long term 
Liabilities 

766951 1024766 257815 33.61 

Long term 
Provision 

41574032 42045107 471075 1.13 

Total non 
Current 
Liabilities; 

5537172 147616935 92240763 166.57 

Equity Fund 
Capital: 

    

Reserves and 
Surplus 

128593807 204340792 75746985 58.90 

Share capital 49912170 49912170 0 0 
Total Equity 
fund Capital: 

178505977 254252962 75746985 58.90 

Total Liabilities: 475670490 1538930824 126155080 270.38 
 

2015to 2016 Interpretation:  

From the analysis it is observed feed total fixed assets of the firm have increased 

by 72.15%and total current assets decreased by _ 11.38. %The major current assets 

decrease is observed in inventories. 

 

 

 

 

 

 

 

Comparative Balance Sheet 2016-2017 

Particulars 2016 2017 Increasing/decreasing Percentages% 
Assets:     
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Current 
Assets: 

    

Current 
Investments 

166420 200000 33580 20.17 

Inventories 55517315 45860357 -9656958 -17.39 
Trade 
Receivables 

1241871576 272509576 260090861 2.0 

Cash and 
Cash 
Equivalents 

13729890 4599371 -9130519 -66.50 

Short term 
loans and 
advances 

1058604 903094 -155510 14.69 

Other current 
assets 

921682 770193 -151075 -16.39 

Total 
current 
assets  

195580654 324842591 241030379 123.23 

Non Current 
assets 

    

Intangible 
assets 

52180 52180 0 0 

Tangible 
assets  

210826146 336877259 126051113 59.78 

Capital 
working 
progress  

111417493 14858165 -96559328 -8.68 

Non Current 
investments 

9804895 9804895 0 0 

Other non 
Current assets 

4982579 4983904 1325 0.02 

Total  non 
Current 
assets    

337083293 366576403 29493110 8.749 

Total  assets 532663947 691418994 270523489 50.78 
Current 
liabilities  

    

Short term 
borrowings 

42045107 46541781 4496674 10.69 

Due to others  107114287 262552364 155438077 145.11 
Other current 
liabilities  

23461008 23910272 449264 1.91 

Short term 
provisions 

218757 243077 24320 11.11 

Total 
current 

172839159 333247494 160408335 92.80 
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liabilities  
Non Current 
liabilities  

    

Long term 
borrowings  

104547062 87153299 -17393763 -16.63 

Long term 
provisions  

1024766 1316158 291392 28.34 

Total non 
Current 
liabilities   

105571828 88820457 17685155 16.75 

Equity share 
capital 

    

Share capital 49912170 49912170 0 0 
Reserves and 
surplus 

204340792 219438874 15098082 7.38 

Total equity 254252962 269351044 15098082 5.93 
Total 
liabilities 

532663947 611480995 270523489 50.78 

 

2016to 2017 Interpretation: 

From the analysis it is observed feed total fixed assets of the firm have increased 

by 8.74%and total current assets decreased by _ 16.39.%The major current assets 

decrease is observed in inventories. 

 

 

 

 

Comparative balance sheet 2017-18  

particulars 2017 2018 Increasing/Decreasing Percentage % 
Assets      
Current assets      
Current 
investments  

200000 221582 215582 10.79 
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Inventories  45860357 56537639 10677282 0.23 
Trade 
receivables 

272509576 255908067 -16601509 -6.09 

Cash and cash 
equivalents 

4599371 4257508 -341863 -7.43 

Short term loans 9030694 935764 32670 3.61 
Other current 
assets  

770193 574884 -195309 -25.35 

Total current 
assets  

324842591 318435444 -6407147 -1.97 

Non Current 
assets  

    

Property plant 336877259 336635896 -241363 -0.071 
Tangible assets 52180 52180 0 0 
Intangible assets 14858165 9320121 -5538044 -37.27 
Non Current 
investments 

9804895 9804895 0 0 

Other non 
Current assets  

4983904 5083904 100000 2.006 

Total non 
Current assets 

366576403 360896996 -5196681 -1.41 

 Total assets  691418994 679362440 1210466 0.17 
     
Non Current 
liabilities:  

    

Long term 
borrowings  

87153299 70117125 -17036174 -19.54 

Deferred tax 
liabilities 

351000 69418016 69067016 19677.21 

Other long term 
liabilities   

1316158 1687650 371492 28.22 

Long term 
provisions 

46541781 47026805 485024 1.04 

Due to others  262552364 191789365 -70762999 -26.95 
Other current 
liabilities 

17238485 17074005 -164480 -0.95 

Short term 
provisions 

6914864 4922466 -1992387 -28.81 

Total non 
Current 
liabilities  

422067951 40235443 14039840 3.32 

Equity share 
capital: 

    

Reserves and 
surplus 

49912170 49912170 0 0 
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Money received 
against share 
warrants 

219438874 227384827 7945953 3.62 

Total  equity 
share capital  

269351044 639126997 7945953 2.95 

Total liabilities 691418995 679362440 1210466 0.17 
 

2017to 2018 Interpretation: 

From the analysis it is observed feed total fixed assets of the firm have increased 

by 2.006 %and total current assets decreased by _ 25.35%. The major current 

assets decreased is observed in inventories. 

 

 

 

 

 

 

 

 

 

 

Comparative balance sheet 2018-19 

particulars 2018 2019 Increasing/ 
Decreasing 

Percentages% 

Assets:     
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Current Assets:     
Current 
investments 

221582 231632 10050 4.53 

Inventories 56537639 685270082 11732553 20.75 
Trade 
Receivables 

255908067 273773127 17865060 6.98 

Cash and Cash 
Equivalents 

4257508 4031831 -225677 -5.300 

Short term loans 
and Advances 

935764 507154 -428610 45.80 

Other Current 
Assets 

574884 568885 -5999 -1.04 

Total Current 
Assets: 

318435444 347382711 28947267 9.090 

Non Current 
Assets: 

    

Property Plant 
and Equipment 

336635896 308563073 -28072823 -0.08 

Intangible Assets 52180 80180 28000 53.66 
Capital Work in 
Progress 

9320121 11563137 2243016 24.06 

Non Current 
Investments 

9804895 9804895 0 0 

Other non 
Current Assets 

5083904 5103948 20044 0.39 

Total non 
Current Assets: 

360896996 335087233 30363883 8.41 

Total Assets: 679332440 682469944 59311150 8.730 
Current 
Liabilities: 

    

Short term 
Borrowings 

47026805 47043320 16515 0.035 

 Due to micro 
and small 
enterprises  

191789365 136449107 -55340258 -28.85 

Other current 
liabilities  

290218 915491 625273 215.44 

Total current 
liabilities 

239106388 184407918 -54698470 -22.87 

Non Current 
liabilities:  

    

Long term 
borrowings 

7017125 59654596 52637468 750.12 

Deferred tax 
liabilities  

_ 527722 527722 _ 

Other long 69418016 131622504 62204488 89.60 
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liabilities  
Long term 
provision  

1687650 2019104 331454 19.63 

Total non 
Current 
liabilities  

317229179 378231841 115701132 36.47 

Equity share 
capital: 

    

Share capital  49912170 49912170 0 0 
Reserve and 
surplus 

227384827 228351049 966222 0.42 

Total equity 
share capital 

277296997 278263219 966222 0.34 

Total liabilities: 679332440 682469944 59311150 8.730 
 

 

2018to 2019 Interpretation: 

From the analysis it is observed feed total fixed assets of the firm have increased 
by 0.39 %and total current assets decreased by _ 1.04%. The major current assets 
decreased is observed in inventories. 
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Chapter-6 

Findings & Suggestions  

Conclusion  

 

 

 

 

 

 

Findings: 

According to my survey and calculating the important points are:                                             1. 

Financial position of  kwality feeds ltd is  not Good.                                                                                                            

2. The comparative balance sheet of Kwality feeds that after year 2014 capital is decrease the 



50 
 

capital in year 2015.                                                                                                                                             

3. Financial position of kwality feeds was much better in 2016 Comparison to all year.                                          

4. There are good coordination in departments of kwality feeds.                                                                                         

5.working process of kwality feeds take long time.                                                                                                                    

6.Hand writing work is more than computerizing work.                                                                                      

7. Qualification of employees is not match his posts.                                                                             

8. Salary of employees is much better.             

Suggestions:  

From all the studies we can suggest some point to improve the profitability to the organization.                                                                                                              

1. The company should focus more on advancing loans and money to customers.                                                         

2.It should be reduce the cost of management.                                                                                                                 

3. It should recover its money from fractures in a limited time.                                                                                           

4.It should control the non operation expenses as all financiers company’s are going to be 

privatized.                                                                                                                                                         

5.It increase the net profit at higher rate carefully designed risk management system and 

increasingly higher aspiration levels of customer services should be taken.      

 

 

 

 

 

 

Conclusion: 

After over having the years balance sheet of kwality feeds ltd and all condition. I have to reached 

this conclusion that:                                                                                                                          

1.There was much good financial position of kwality feeds in year 2016 Comparison 2015 and 
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present year.                                                                                                                                                         

2.There was more investment in year 2015.because of this year 2015 have care more profit based 

on year 2015 and compare the present year. If there are more investment than financial position 

of kwality feeds ltd may be improved and earning more profit at present time.                                

3. Overall at present time financial position of kwality feeds ltd is not Good based on year 

2015to 2016.                                                                                                                                                                                   

4.There was earn more profit in year 2015 but year by year kwality feeds ltd is on loss 
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Chapter-I 

Introduction 



1  

INTRODUCTION 
 
 

Human Resource mean the people. Human Resource management (HRM) is a 

management function that helps Manager’s recruit, select, train and develops members for an 

organization. Obviously, HRM is concerned with the people’s dimension in organization. 

Human resource management as, it is process of stresses mutually between employers and 

employees. 

 
 
 

DEFINITION OF HUMAN RESOURCE MANAGEMENT 
 
 
“Human Resource Management is that part of management process which is primarily 

concerned with the Human constituents of organization.” 

 
Employee Relations:- 

 
 
How you deal with your staff can make or break your business – they are one of your most 

important assets. Treat them badly and you’ll experience an exodus of talented employees. 

Treat them well however, and reap the rewards from hard-working, productive staff who 

enjoy their work and value their employer. 

 
 
 
 
 
 
 
Definition of Employee Relations:- 

 
 
The term ‘employee relations’ refers to a company’s efforts to manage relationships between 

employers and employees. An organization with a good employee relations program provides 

fair and consistent treatment to all employees so they will be committed to their jobs and  

loyal to the company. Such programs also aim to prevent and resolve problems arising from 

situations at work. 
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1.1 NEED FOR THE STUDY :- 
 
 

One of the most facing issue in organization today is the need to raise the productivity. 

From the study I find out employee relations practices affects on productivity through 

Employee moral, qualitative work environment, employee relationship between employee 

and management 

And also I find out benefits of good employee relations gives:- 
 
 

 Employee perceive to have good relation with superiors. 
 

 Employers can delegate and divided work easily 
 

 Good relationship with superiors motivate the employee for better contribution tothe 

organization 

 Human relations are maintained when employees are satisfied social, psychologically 

and periodically 
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1.2 SCOPE OF THE STUDY:- 
 
 
The study is based on “ employees relations and its effects on employee productivity at 

krishna district milk produces mutually aided co-operative union” 

There are many factors that employee relations that affects on employee productivity 
 
 
This project includes relationship between employee and employer communications policies. 

 

And it also involves maintaining a work environment that satisfies the needs of individual 

employee and management 

An effective employee relation involves creating and cultivating a motivated and productive 

work force 
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1.3 OBJECTIVE OF THE STUDY :- 
 

 
 To study employee and employer relations at Krishna District Milk Producers co- 

Operative Private Ltd, Vijayawada 

 To analyse the impact of employee relations on employee performances 
 

 To identify the factors influencing the employee relations 
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1.4 SOURCES OF DATA: RESEARCH METHODOLOGY 
 
 
Methodology describes the method of achieving objectives through collection of data. The 

data collected can be done either by primary sources of data or secondary sources of data. 

TYPES OF DATA AND METHODS OF DATA COLLECTION 
 
 
The most important part of any research is collection of data. The task of data collection 

begins after the research problem has been defined While deciding about the method of data 

Collection to be used for the study, the researcher should keep in mind  that the  data are of 

two types 

Primary data: 
 
 
Primary data can be collected either through experience or through survey. Those, which are, 

collected a fresh and for the first time and thus happen to be original in character that is called 

primary data. 

Secondary data: 
 
 
Secondary data is the data which is collected by somebody else and published somewhere 

else. For the present study secondary data was collected from textbooks, annual reports and 

the information gathered from print media 

Sample Technique: 
 
 
Convenience sampling technique used in the research for getting Qualitative outcomes. 

 
 
 
 
 
The basis of my research was primary data which I collected from 120 peoples i.e sample  

size in the service center through “Questionnaire” 
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1.5  LIMITATIONS OF THE STUDY 
 
 

 Collecting information from people during the working hours may be difficult. 

 Due to work shifts it may be difficult to approach the employees. 

 Most of the employees may be hesitant in giving frank opinions and answer 

 Time constraint is one of the major limiting factor 



 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Chapter-II 

Industry profile 
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DAIRY INDUSTRY IN INDIA 
 
India the world's largest cattle & Buffalo populations adopted to tropical elimate & 

environment. Acc to Livestock census 1982, India's bovine population was 191 million 

cattle& million buffalo Milk production gives employment to 70 million dairy farmers. In 

terms of total production India ranks 2nd to USA with a production of 71 million tons in  

1997- 1998 .The production of various products in 200128 metro to USA with a production 

of APDDCF was formed in Oct 10 to implement operation Food-ll program than involvement 

of producers in organizing milk production procurement processing and it will low due to 

rapid population growth. It was 178 gm/day in 1990. There was only an increase of 50 grams 

per day from 1980-90 I expected that milk availability will reach 21 gram/capita day by 200 

AD as paint 300i Today India ranks first in Milk production in the world 

Dairy development in India 
 
India has the world's largest cattle buffalo population adapted to tropical climate nutrition & 

environment. ACC to livestock census 1982, India's bovine population was 191 million& 69 

million buffaloes. The forecast for 2000 AD is 204 million cattle & 78 buffaloes 

 
 

Dairy development in India received a fillip after Independence when industrialization & 

awakening warranted the establishment of organized milk collection processing distribution 

of milk to cats the needs of the expanded ban population Planned development of during was 

taken up in the 15 year plan (1951 56). The main deterrent factors far milk production was 

inadequate of suitable marketing structure in the rural areas Milk was being marketed in the 

form of ghee which did not provide sufficient income to the farmers to take up the daring In 

most of the state largest dairies areas produces & Urban milk treatment units. Some of the 

dairy units also established a chain of trill collection & chilling centres in the rural areas to 

aboard necessary facilities for handling milk in large volume & forlong distance transport 

without spoilage. These processing centers have had a stimulating effect ton the dairy 

industry in the country 
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India has world's largest cattle population however, per capital cattle population in very less 

compared to developed nations. Dairy farming is regarding nations. Dairy farming is 

regarding as a subsidiary Now it has become an important agro business 

First dairy farm is established by military at Allahabad in 1989. British troops got milk 

supplies from that farm It also organized cross breeding with European cattle breeds. 

 
 

India is a country of village where farmers have small land holdings. Money lenders barrows 

money it very high interest rates. They exploited the farmers who were poor 

 
 

As a result as large no of farmers in pune & Ahmednagar Open hostiles  against 

moneylenders in 1879. Subsequently and improvement act 1883& agriculture act 1884 were, 

passed to advanced loans at reasonable rates of interest to farmers. The Government realized 

that the cooperative credit society act was essential. But enacted had following shortcomings. 

 
 

1) Only credit societies are register 
 
2) Classification of the societies into urban & rural was scientific. 

 
3) It was selected regarding distribution of profit thus another act named the cooperative 

societies Act 1912 was enacted. The act tool care of credit under the supervision of central 

bank 

The cooperative unions remained control subjects. In the year 1919 cooperative societies 

become a state subject & fell within the scope of provision legislative. Each provinces states 

formulations of their requirements. After intendance the cooperative movement made rapid 

studies & govt adopted the policy of promoting of cooperative movement far establishing 

economic welfare in the country. The cooperative sector was given an implement place in the 

new economy and acted as a balance between private sector & public sector. It becomes pace 

with the progress of movement & there should be uniformity of cooperative society Act 1956 

was amended 19 times to suit the changing circumstances. Hence the govt of India appointed 

a committee in 1956 to review cooperative acts in different states & prepared a model bill 
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AP DAIRY DEVELOPMENT COOPERATIVE FEDERATION (APDDCF) 
 
APDDCF was formed in act 1981 to implement operation flood 1 program through active 

involvement of produces in organizing milk production, procurement processing & marketing 

on 'three tier' cooperative structure as per the national policy of India. 

 
 

The three tire system consists of primary dairy is operative societies at village level 

cooperative union at district level & federation at the state level. Planning Investment in 

operation flood-II 

 
 

Plan - 34.43 Crs 

Plan - 247.53 Crs 

Plan -187.00 Crs 

Plan - 349.17 Crs 

Plan - 1166.00 Crs 

Plan - 600.00 Crs 

Plan – 1700.00 Crs 

 
 
Milk products: 

 
The surplus milk after meeting requirement of the liquid milk is being converted  into 

products like food milk powder. Ghee, Butter, Sterilized milk, doodh peda, etc. All these 

products subject to strict quality control before being dispatched. 

The AP Dairy Development federation has got 6 products manufacturing units in  AP 

Namely: 

1) Milk products factory Hyderabad 
 
2) Milk products factory. Chittoor 
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3) Milk products factory Nandyala 
 
4) Milk products factory Proddutoor 

 
5) Sangam Dairy, Vadlamudi 

 
6) Milk Products factory, Vijayawada 

 
7) Milk products factory. Nalgonda Rangareddy 

 
 
 
Organization of a dairy farm: 

 
There are many activities involved in successful running of dairy farm many one of these 

activities is as important as any other font profitable dairy farming coordination of all the 

activities in a dairy farm is known as organization of the dairy farm 

Management of Animals: 
 
These successes of dairy depend upon the good health and wellbeing of the cow and 

buffaloes maintained in the dairy and their production. The various aspects to be considered 

are: 

Housing 

Feeding 

Breeding 

Disease control 
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Management of Labor: 
 
Labor is becoming costly and scarce and hence organization is becoming more difficult. The 

farm should be so planned that it shall be possible to completely manage with family labor. 

Hired labor should be minimum and used only for such operations as sowing, Harvesting etc., 

permanent labor if employed should be minimum but provided with all facilities like housing 

and should well paid and looked after so that they will work wholeheartedly 

Management of Equipment Small dairies may have less equipment and machinery like 

chilling plant pasteurizing plant, tractor trailer harvester, and such other agricultural 

equipment. These have to be kept in good working condition so that all dairy and agricultural 

operation will go on normally so that all dairy & agricultural operations will go on normally 

and milk may be transported in good condition for marketing 

 
 

Management of milk and milk products: 
 
The profitability of a dairy depends upon the farm in which the milk is disposed of Fluid milk 

money than milk products. Selling in cities fetches more money than in smaller towns. Milk 

transported to longer distances may cost more on transport. There is a chance of Spoiling if 

more time is allowed between milking and sales unless milk is pasteurized and preserved 

properly 

Record keeping 
 
Record keeping is important in a dairy which will enable us to know that position of the dairy 

in all aspects to enable us to plan properly record may pertain all aspects of dairying viz, 

feeding breeding and management. It will enable the farmer to breed the cow inn time to give 

balanced ratio according to mid Yield to know the actual production of milk o f Individual 

cows,to know profit and loss in the farm etc.., 

Opportunities in dairy farming: 
 
Dairy enterprise is an efficient and labor intensive business, so that the shale family of the 

farmer is pressed into service & they are able to produce some productive response from the 

limited holding utilizing agricultural by products & wastes that will go to Waste otherwise. 

Both males females & old and young can be usefully 
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Employed for different types of work in a dairy farm 
 
The by-products of dairy Industry like skim milk when it can be fed to their livestock. The 

skim milk is of high value and can be used for poultry and swine with more profit. Farmer 

who sell milk fat in the form in feeding pigs and poultry since skim milk is an excellent 

source of protein, minerals and of butter ghee produce skim milk This can be effectively used 

vitamins. The dairy industry can also provide various job opportunities to the miller of the 

rural and urban population apart from providing the various opportunities 

Legal standards: 
 
In India the various standards for dairy industry are formulated by four agencies 

 
1) The Indian standards institution (SI) 

 
2) Central committee for food standards (CCFS) 

 
3) Directorate of marketing & inspection (AGMARK) 

 
4) Defenses services 

 
These four agencies have the different spears of activities, although all try to work closest 

collaboration. The standards by ISIare to be adopted on Voluntary basis. The CCFS is 

statutory body which not only lays down standards for food products including dairy products 

but also enforces the same. In consultation of CCFS the Government of India Ministry of 

Health frames prevention of food adulteration rule under the prevention of food adulteration 

Act The current set of rules are known as prevention of food adulteration rules 1976 under 

AGMARK scheme provision exists for grading ghee only amongst the dairy products. The 

defense services have their separate standards for their on requirements 

Standardized milk is milk who's fat & SNE have been adjusted to a certain predetermined 

level under PFA rules (1976) The standardized milk for liquid consumption should contain a 

minimum of 4:5& 8.5 SNF through country. The standardization can be done by partly 

skimming the fat in the milk with cream separator or by admixture with fresh reconstituted 

skim milk in proper proportions. 
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DAIRYING IN ANDHRA PRADESH: 
 
The program of dairy was initially started with the commendable help of the United Nations 

international children's emergency fund (UNICEF), food & agriculture Org (FAO) Freedom 

from Hunger campaign org of UK These organization assisted a lot of establishment of dairy 

units in Hyderabad & Vijayawada a in 1967& 1969, respectively which led to pioneer dairy 

development program in Andhra Pradesh late a set of cooling & chilling centres have been 

step to food these gigantic units 

The milk producers have been facing either a lot of problems in the process of production 

marketing of milk improper transport facility poor technology ad absence of price part  

facility poor technology and absence of price particularly during flush period etc. I was at this 

context the Government of AP has viewed to constitute a dairy development Corporation. 

More than3.5 Lakhs milk producers get 20cr rs per Annual for supplying of milk of which 

69% of total benefits belongs to small & marginal farmers, agricultural labor & other weaker 

section of the rural community 

With all the efforts by APPDC & NEED today Andhra Pradesh has n excellent potential for 

production with progressive farmers who are more receptacle to the new technology & 

science parties. The estimated milk production s 40 Lakhs litres per day Today a strong wave 

of white revolution is sweating creating a new hope of eliminating socio economic in 

balances AP Is posed to be the dairy land of India playing an important role on the National 

Milk grid. With the implementation of operation flood II program in AP the tamps of dairy 

development has gained a momentum proved a thrust to eradicate poverty Retain 

Employment in rural areas brought gofers awakening confidence among the producers to 

manager their own affairs through dairy cooperative of AP The dairy federation is marching a 

head with dairy cooperatives to herald a new era of prosperity. 

Financial Assistance: 
 
The national cooperative development Corporation NCDC) has been providing financial 

Assistance to dairy cooperatives for organization medium & small sized dairy processing 

plants &milk chilling centres. The corporation has sanctioned a total loan assistance of 

Rs.6.33 Lakh for establishment of 29 cooperative dairy units comprising 17 chilling centres& 

12 cooling centres 
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DAIRYING INDUSTRY IN KRISHNA DISTRICT 
 
Dairy occupies 2nd place in earning livelihood next to agriculture in Krishna district, as the 

cattle wealth in this district is more The dairy development union after changing different 

Mgt systems is now stepping into cooperative sector to help the small & backward farmers by 

making them members of the union 

Krishna district with its charge area claims notable place in agricultural activities It is a long 

time aptitude for the agricultural farmers to possess dairy cattle along with cattle far 

agriculture. This aspect has drawn the attention of the officials of UNICEF, FAD and 

government of India. After analysing the dairy prospects, they expressed the view that there 

could be bright future for dairy scheme in Krishna district Accordingly a survey was 

undertaken to explore that market for surplus milk in 1960 61 This marks the first step in 

development the dairy industry in the state 
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DAIRY PLANTS OPERATING IN INDIA 
 
 
 
 

Dairy plant Number Capacity 

000’ L/day 

Cooperative 2123 28394 

Private 403 32415 

Others 63 12170 

Total 673 72979 



 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Chapter-III 

Company profile 
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Introduction to Krishna District Milk Producers Mutually Aided Cooperative Union 

Limited (KDMPMACUL) 

The Krishna district has great potential for milk production with a substantial 

marketable surplus to tap. The market-oriented milk production is the key livestock activity  

to generate stable income for the farmer. About 90 percent of rural households are directly 

concerned with livestock security to the rural poor and buffers the risks due to crop failure. 

The original dairying in Krishna District commenced in1965 by the State Government with 

the assistance of UNICEF(United Nations International Children Emergency Fund). Under a 

pilot project named INTEGRATED MILK PROJECT- HYDERABAD AND 

VIJAYAWADA (1960) a milk supply scheme was introduced in 1965 to organize milk 

collection from the villagers, to process at chilling at Vijayawada and Hyderabad. The milk 

supply scheme was great success with it services to the producers and quality supplies to the 

consumers. 

The initial procurement network was gradually extended to all over, the district with in a span 

of 5 years. The “Milk Product Factory” first of its kinds in south India was established and 

commissioned in Vijayawada by 1969. 

The company got ISO 22000-2005 and ISO 14000 trademark for its quality of milk. The 

company recently made record sales of 1.64lakhs its/day where as its previous sales record 

was 1.45 lakhs its/day. 

VISION: “Farmer’s prosperity through technical innovations and customers orientation with 

specific focus on quality and cost”. 

MISSION:” Dairying in the district to be the major instruments of strengthening rural 

economy and making available safe milk and milk products”. 

QUALITY POLICY: 
 

“Aiming to be a technologically advanced dairy with global outlook providing products and 

services of highest quality delighting the customers”. 

Most of the Village Diary Cooperative societies are viable and managed by the producer 

members receiving better technical know-how. The Government has enacted APMACS 

act,1995 (Andhra Pradesh Mutually Aided Cooperative Societies Act, 1995), which provides 
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autonomy to the cooperative. As per the policy and directives from the state 

Government/Federation, The Diary Cooperatives register under APCS Act,1964 were 

converted in to APMACS ACT, 1995. The Krishna Milk Union in July 2001 in consonance 

with the wishes of its member producers. 

Elections are being held as per by laws to the Board Of Management of Krishna Milk Union 

under APMACS Act,1995. 

3C’S REPORT: 
 

The 3 C’s report explains about the COMPANY PROFILE, CUSTOMERS, 

COMPETITORS. 
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DAIRY INDUSTRY IN KRISHNA DISTRICT : 
 

Krishna District Milk Producer’s Mutually Aided co- operative union Ltd, was established in 

the year 1965. At present, it is regulated under the Andhra Pradesh Mutually Aided Co - 

operative society Act 1995, which is one of the leading milk producer’s co-operative union in 

Andhra Pradesh. 

Customers: 
 

Milk for every age group of people 
 

 Competitor’s: 
 

Heritage Foods: 
 

Heritage foods limited is one of the most popular and largest private sector dairy company in 

southern India, with a good market presence in Telangana, Andhra Pradesh as well retail 

stores across Chennai, Hyderabad. 

Kwality Ltd: 
 

Kwality is not only a handler of dairy products in India but also produces various types of 

own dairy products such as curd, cheese, milk, ghee etc., 

Hatsun Agro products: 
 

Hatsun Agro is the largest private sector diary company in India also one of the fastest 

growing Diary company in the world. Popular products include flagship brand by Arogya 

Hatsun milk and Arun Ice creams. 

VisakhaDairy: 
 

Visakha Dairy by Vijaya Milk producer’s company was established in 1973 and one of the 

fastest growing milk products manufacturing company in Andhra Pradesh. 
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MILK PROCESSING AND PRODUCTION: 
 

Production manager is heading the Production Division supported by one diary manager, 

11Asst. Diary manager and 1 Junior Engineer other production staff engaged in Milk 

Reception, Milk Processing, Butter Making, Ghee Making, Powder Making, Bi- Products 

Manufacturing and Finished Goods Section. 

MILK PROCESSING SECTION: 
 

It has 12 storage tanks each of 15,000 Lts. Capacity, six silos each of 30,000 Lts. Capacity 

and 2 Nos of 50,000 Lts capacity, three cream vats each of 5000 Lts.,2 No s of 3000 Lts and 

one 15,000 Lts of capacity and three numbers of 10,000 Lts/hour. Altogether, it has milk 

storage capacity of four lakh and eighty thousand Lts. 

SALES: 
 

Indents received from various boots and parlours. Depending on the indents the consolidated 

reports are raised. These reports are sent to various sections. Reconciliation statements are 

prepaid according to the indents and the details of stock delivery are maintained for various 

parlours, boots and institution. Andhra Pradesh has prominent place in the dairy of India. 

Dairy and milk supply has been given importance in the five-year plans of the state. Not only 

with a view has help had the farmer to improve their income had it enabled. 

HISTORY AND ESTABLISHMENT: 
 

Andhra Pradesh has prominent place in dairying India. The cattle wealth of Andhra Pradesh  

is established at Rs. 220 crores and 70% of total of milk products factory, Vijayawada was 

commissioned an 11.4.1994. milk products factory Vijayawada is having the site of 27.3 

acres. At present the cost of UNICEF equipment and erection is about 19.4 crores (1983- 

1984).The Krishna district milk products factory’s date of registration is in 6.7.1983. 

authorized share capital Rs.10,00,00.000, paid up share capital Rs.48,12,00,000 members of 

societies registered affiliated. In 1979-1980 machinery was established in processing sections 

chiller capacity 80,000 liters capacity tanks. Now the above capacity is improved chiller 

capacity. Milk product factory, Vijayawada was commissioned on 11.04.1969. 

The factory has installing the capacity of 1.25 lakhs litres per day in the first stage with 

provision for expansion of 3.50 lakhs litres per day in the second stage. Milk product factory, 

Vijayawada has the distinction of handling milk to its capacity in the second year operation. 
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A part from handling milk Krishna district, it also handled surplus milk received from district 

of VISAKAPATNAM, EAST AND WEST GODAVARI, PRAKASAM AND NELLORE. 

The factory had packed holding during 1982-1983, with a view of handling the increased 

surplus milk got from NELLORE, PRAKASAM, and EAST and WEST GODAVARI 

DISTRICTS, a second spray drying plant with a latest design to produce about 124MT of 

milk powder has been established and commissioned during 1982. 

COMPANY GROWTH: 
 

As an integral part of the above project the milk products factory, Vijayawada was 

commenced on 11-04-2018. The factory has got an initial handling capacity of 1,25,000 litres 

in the first stage with provision of handle 2,50,000 liters milk in the second stage.It has 

crossed the mark of 1,00,000 liters in the very first year of its operating getting admiration 

from the UNICEF officials. 

The women have been playing a great role in the rural dairying i.e., feeding of animals, 

washing and milking etc., To encourage this activity in an organized way the APDCFL of 

foundation three districts viz., Nalgonda, Krishna and chittoor already 8 women co-operative 

societies are organized and 200 new members have been enrolled a part from 1000 women 

members enrolled in other societies. 

 
 

SALES CENTRES: 
 

Vijayawada: RTC bus stand , Railway station milk products factory, vastralatha, Vijaya dairy 

parlour, Benz circle, satyanarayanapuram, Machavaram, padamata etc. 

RESEARCH AND DEVELOPMENT: 
 

The India council of Agricultural research has started a research scheme during the period 

1970-71 to undertake research on milk products. Under this scheme soft cheese, butter milk 

powder curd, Doodh peda, ice cream mix, butter etc, are, manufactured. 
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CAPACITIES: 
 
 

Milk 1,70,000 liters per day 

Ghee 5 tons per day 

Butter 7 tons per day 

Milk powder 5 tons per day 

Refrigeration capacity 1.5 tons capacity 

Stream capacity 15 tones per 1 prt 

Milk packing 1,25,000 packets per day 

Chilling 1,50,000 litres per day 

Processing 1,50,000 litres per day 

 
 

NEED FOR EXPANSION: 
 

With the introduction of the baby food, the milk handling capacity has been reduced to about 

80-85 thousand litres of milk in view of the sugar content added in manufactured of the baby 

good. Therefore, it is proposed to expand the present plant by adding additional buildings in 

the existing vacant area adjacent to the transport section. This will enable the factory to 

handle 1.5 lakh liters per day. 
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MANAGEMENT: 
 

Management of the company shall consist of board of director’s chairman and 

Managing director 

 The chairman of the affiliated union enrolled as number 

 Nominee of the government of Andhra Pradesh if the government of Andhra Pradesh 

Is a member 

 Chairman of the board of directions shall over general meeting . In case of this 

absence the meeting shall be conducted by a chairman form amongst the members 

present . 

 The general body shall be called once a financial year with in greater ending on 31st
 

December. This shall be “Annual general meeting”. 

 A special general body meeting may be called at any time by majority vote of board 

of directors and shall be called with one month at least 1/5 of the members of 

derivation or by the registrar of cooperative societies. 

PROVISION UNDER ACT: 
 

1) Subjects to such resolution as the general body may from time to time pass. The 

execution management of the union shall consist of not more than 17 members as 

detailed below. 

 2 elected representatives of affiliated 30 societies. 

 3 governments nominee. 

 Register of cooperative societies of this nominee. 

2) Director of animal husbandry or his nominee. 

3) Managing director, A.P diary development corporation or his nominee. 

 One to be adopted by the board from the experts in milk business. 

 One Nominee of financing agency. 
 

As soon as the election of the members of the board over they shall meet and elect a chairman 

and vice-chairman who will hold office for one year. The election and vice-chairman is to be 

held, in the same manner every year immediately after the general body meeting in which the 

training vacancies of directors filled up. 

MANAGING DIRECTOR: 
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The managing director shall be appointed by the government from time to time upon such 

terms and conditions as the government thinks for and the government extends such items it 

may due necessary and expedite. 

 
 

STAFF POSITIONS OF THE COMPANY: 
 

Department No of persons 

Managing Director 1 

Diary Director 2 

Diary Managers 8 

Asst Diary Engineers 8 

Quality Control Officers 1 

Asst Diary Managers 22 

Fodder development Officers 2 

Junior Engineers 8 

Technical Staff 111 

Transport 31 

Finance 39 

Administration 117 

Field Staff 88 

Others (Non-Technical) 375 

Total 803 
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ORGANISATION CHART: 
 

 

 
 

 
 

 

 
 
 
 
 

Fig shows the organization structure of Krishna union milk private limited, 

Vijayawada. 

MILK PROCUREMENT: 
 

Milk is being procured twice a day from about 830 villages in the district organized through 

29 routes and 6 chilling besides getting raw milk directly to the factory from certain villages 

in a radius of 150KM around Vijayawada. Among 480 centres, about 431 are registered 

societies and under Anand Pattern. 

MILK RECEPTION: 
 

As soon as the milk is arrived at the reception dock either through cans or tankers, the 

laboratory authorities conduct all the platform/bacteriological/chemical tests and after its 

quality confirmation the milk is received and sent to silos for storage. 

Personal officer 
Quality 
Stores 
MIS 

APS 

 Procurement & input controller 
 Marketing Manager 
 Production Manager 
 Plant Manager 

Director(finance) 

 
 

Managing Director 

Board of Mgt 

General Body 



25  

RAW MILK: 
 

Milk Product Factory, Vijayawada is directly connected by around 175 villages at radius 

around 50 kms. Around Vijayawada. The milk collected from these villages is collected 

directly at milk products factory, Vijayawada for which is equipped with a can conveyor, an 

electrical weighing machine, a dump tank and Straight through can washer with cleaning 

capacity of 600 cans per hr. 

CHILLED MILK: 
 

Chilled milk from chilling centres and other stations through milk tankers is received at the 

dock and after receiving quality confirmation from laboratory the milk is sent for storage. 

MILK PROCESSING SECTION: 
 

It has 12 storage tanks each of 15,000 Lts. Capacity, six silos each of 30,000 Lts. Capacity 

and 2 No.s of 50,000 Lts capacity , three cream vats each of 5000 Lts.,2 No.s of 3000 Lts and 

one 15,000 Lts of capacity and three numbers of 10,000 Lts./hour. Altogether, it has milk 

storage capacity of four lakh and eighty thousand Lts. 

OPERATIONS: 
 

Separation of required quantity of whole milk to the extent of demand and with admixture of 

whole. It is also equipped with a Ghee tin filling-cum-sealing machine with a capacity of 5 

tins/min. of 15 Lts. The ghee packed in 500 ml, 200 ml, 100 ml. sachets and also 50 gms of 

cow ghee bottles are marketed throughout the district and it has very good demand. 

BI-PRODUCTS SECTION: 
 

All the fresh milk products like Butter Milk, Sweet lassi, sterilized flavoured milk, curd, 

unsweet khova, malailaddu, Doodh peda, Butter Burfi are manufactured and packed under 

strict hygienic and aseptic conditions in this section. One automatic filling machine was 

installed. 

POWDER SECTION: 
 

The Valcun Level multiple effect gravity flow milk evaporator plant with milk drying 

capacity of 14 MTs per day are under operation fine and superior quantity ISI grade SMP is 
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packed in 25 Kg and 1 Kg packs. One Automatic controlling system for Air heater was 

installed. 

MILK PACAKING: 
 

It has a capacity to pack 3,00,000 Lts of various varieties of milk per day. It is equipped with 

ten sachet packing machines each capacity is 180 tubs per hours. Five varieties of milk in ½ 

Lts sachets for direct consumers and in 40 Lts. Can for institutions are being packed. One 

high speed milk sachet filing machine is in proposals. 

NEED FOR EXPANSION: 
 

With the introduction of the baby food, the milk handling capacity has been reduced to about 

80-85 thousand litres of milk in view of the sugar content added in manufactured of the baby 

good. Therefore it is proposed to expand the present plant by adding additional buildings in 

the existing vacant area adjacent to the transport section. This will enable the factory to 

handle 1.5 lakh liters per day. 

DIFFERENT PRODUCTS OF VIJAYA DIARY: 
 

1. GHEE 

2. COOKING BUTTER 

3. U.H.T MILK 

4. SLIM MILK 

5. SKIM MILK POWDER 

6. MERRI MILK 

7. STERLIZED CREAM 

8. DOODH PEDA 

9. CURD 

10. PANEER 
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“SWOT ANALYSIS OF KDMPMACU” 

STRENGTHS: 

 Milk production potential in Krishna district is substantial. 

 Ability to handle perishable product milk. 

 Adequate infrastructure facilities available. 

 Availability of well experienced professionals. 

 Excellent brand value for “VIJAYA”. 

 Ability to meet any consumers demand for milk and milk products. 

 Ability to offer best quality long life products. 

 Established bondages with farmers. 
 

WEAKNESS: 
 

 High fixed cost occupying 15% of business turn over. 

 Milk and milk products are high priced loosing competitive edge. 

 Process/product manufacturing facilities and outdated. Lack of modern facilities. 

 Work culture and compatible with growing demand for customer service. 

 Employee skills at various levels require up gradation. 

 High ratio of class 4th staff. 

 Managers lack business experience. 

 Business system and modern management culture is yet to be adopted. 
 

OPPORTUNITIES: 

 
 Responsive milk producer base. 

 Good public image. 

 Emerging trends of increased spending on foods. 

 Rapid utilization. 

 Growing food service sector. 

 Responsive state government. 

 Pattern of increased spending on foods. 

 Increased purchasing capacity of middle class. 

 Voluntary retirement scheme prune man 
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THREATS: 
 

 Intense competition in liquid milk market. 

 Entry of organized private sector in diary business. 

 Increasing competition for the marketable surplus milk in rural areas. 



 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Chapter-IV 

Theoretical Framework 
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What is Employee Relations? 
 

Every individual shares a certain relationship with his colleagues at 

the workplace. The relationship is either warm so or bad. The relationship can be between 

anyone in the nation between co-workers, between an employee and his superior  between 

two members in the management and so on Is Important that the employees share a healthy 

relationship with each other to deliver their best performances 

An individual spends his maximum time at the workplace and his fellow workers are 

the Ones with whom he spends the maximum hours a day. No way can he afford to fight with 

his colleagues. Conflicts and misunderstanding only add to tetton and in turn decrease then 

productivity of the individual. One needs to discuss so many things at work and needs the 

advice and suggestions of all to reach to a solution which would benefit the individual as well 

is the organization 

No individual can work calories. He needs the support and guidance of his fellow workers to 

come out with a brilliant idea and deliver his level best. 

Employee relations refer to the relationship shared among the employees in an 

organization 

The employees must be comfortable with each other for a healthy environment 

at work. It is the prime duty of the superiors and team leaders to discourage conflicts in the 

team and encourage a healthy relationship among employees 

Life is really short and it is important that one enjoys each and every moment of  it. 

Remember in an organization you are paid for your hard work and not for cribbing or fighting 

with each other. Don't assume that the person sitting next to you is your enemy or will do any 

harm to you. Who says you can't make friends at work, in fact one can make the best of 

friends in the office. There is so much more to life than fighting with each other. 

Healthy relation among the employees goes a long way in motivating the employees and 

increasing their confidence and morale. 

One starts enjoying his office and does not take his work as a burden. He feels 

charged and fresh the whole day and takes each day at work as a new challenge. If you have a 

good relation with your team members you feel going to office daily. Go out with your team 
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members for a get together once in a while or have your lunch together. These activities help 

In strengthening the bond among the employees and improve the relations among them 

An employee must try his level best to adjust with each other and compromise to his 

best extent possible. 

If you do not agree to any your fellow workers ideas, there are 

several other ways to convince him. Sit with him and probably discuss with him where he Is 

going wrong and needs a correction. This way he would definitely look up to you for your 

advice and guidance in future. He would trust you and would definitely come to your help 

whenever you need him. One should never spoil his relations with his colleagues because you 

never know when you need the other person 

Avoid using foul words or derogatory sentences against anyone. Don't depend on 

lostalk in office as it spoils the ambience of the place and also the relation among the 

employees Blame games are a strict no no in office. 

 
 

One needs to enter his office with a positive frame of mind and should not unnecessarily 

make issues out of small things. 

It is natural that every human being can not think the way you think, or behave 

the way you behave. If you also behave in the similar way the other person is behaving, there 

is hardly any difference between you and him. Counsel the other person and correct him 

wherever he is wrong 

It is of utmost importance that employees behave with each other in a cultured way, respect 

other and learn to trust each other, An individual however hardworking he is cannot do 

wonders alone. It is essential that all the employees share a cordial relation with each other 

,understand each other's needs and expectations and work together to accomplish the goals 

and targets of the organization. 

Happy employees are productive employees. Successful businesses know how to manage 

relationships to build lasting employee satisfaction. Learn the meaning of employee relations 

and understand the essential elements of an effective employee relations program. 
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Workers Are Important 
 

The most important part of any business is Its people No business can run 

effectively without them But people don't work in vacuum they need to communicated work 

with others to get their jobs done. Employers need to manage relationships in the workplace 

to keep the business functioning smoothly avoid problems and make sure employees are 

performing at their best 
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Elements of a Good Employee Relations Plan 
 
An effective employee relations program starts with clearly written policies Employee 

relations policies describe the company's philosophy, rules, and procedures for addressing 

employee related matters and resolving problems in the workplace Many companies have one 

or more employee relations representative, people who work in the human resources 

department to ensure that company policies are followed fairly and consistently. Employee 

relations representative work with employees and supervisors to resolve problems and 

address concerns 

An employee relations program is not one size-fits-all solution Strategies for good 

employee relations can take many forms and vary by a number of factors, including industry 

.location, company size, and even individual leadership philosophies. For example. issues 

that concern construction workers on the job can be very different from the problems facing 

nurses or accountants. Nevertheless, there are some elements that all good employee relations 

programs share 
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Importance of Employee Relations: 
 

Have good employee relations is crucial to every company, as When 

employees and managers share a positive relationship. employee engagement ,productivity 

motivation and morale are high Employees who get along with their manager and  enjoy 

rather than feel anxious about going to work in the morning have a better overall work 

experience Happy employees work harder .produce better work, and ultimately keep the 

customer happy and the business thriving Every individual at the workplace shares a certain 

relationship with his fellow workers .Human beings are not machines who can start working 

just at the push of a mere button They need people to talk to discuss Ideas with each other  

and share their happiness and sorrows An individual cannot work on his own he needs people 

around. If the organization is all empty you will not feel like sitting there and working An 

isolated environment emotivates an individual and spreads negativity around, It is essential 

that people are comfortable with each other and work together as a single unit towards a 

common goal. 

It is important that employees share a healthy relation with each other at the work place. Let 

used out why employee relations are important in an organization 

 
 

There are several issues on which an individual cannot take decisions alone. 
 

He needs the guidance and advice of others as well. Sometimes we might 

miss out on important points, but our fellow workers may come out with abrilliant idea which 

would help us to achieve our targets at a much faster rate. Before implementing any plan, the 

pros and cons must be evaluated on an open forum where every employee has the right to 

express his opinions freely. On your own, you will never come to know where you are going 

wrong, you need people who can act as critic and correct you wherever you are wrong. If you 

do not enjoy a good relation with others no one will ever come to help you. 
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Work becomes easy if it is shared among all. 
 

A healthy relation with your fellow workers would ease the workload on you 

and in turn increases your productivity One cannot do everything on his own Responsibilities 

must be divided among team members to accomplish the assigned tasks within the stipulated 

time frame If you have a good rapport with your colleagues, he will always be eager to assist 

you in your assignments making your work easier 

The organization becomes a happy place to work : 
 

An individual tends to lose focus and concentration if his mind is 

always clouded with unnecessary tensions and stress. It has been observed that if people talk 

and discuss things with each other tensions automatically evaporate and one feels  better 

Learn to trust others, you will feel relaxed. One doesn't feel like going to office if he is not in 

talking terms with the person sitting next to him. An individual spends around 8-9 hours in a 

day at his workplace and practically it is not possible that one works non stop without a  

break. You should have people with whom you can share your lunch, discuss movies or go 

out for a stroll once in a while. If you fight with everyone, no one will speak to you and you 

will be left all alone. It is important to respect others to expect the same from them 

Growth and Development 
 

A harmonious relationship between employees and employers 

contributes to economic growth and development, which then leads to an increase 

inefficiency. Greater efficiency, in turn, leads to higher productivity and growth. It is 

important to keep the employees motivated if organizations want to get the best from them. 

Workers lacking in motivation will reduce productivity in a workplace. 

When employees have a positive relationship with their managers, they will work more 

efficiently. They will put their best efforts (not the minimum effort) to ensure the success of 

the project. Organizations that have harmonious relationships will be able to ensure 

continuity of production. Proper use of resources ensures maximum production. Employees 

will be motivated to work hard, and this will help the organization grow. 
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Reduction in Turnover 
 
Employee relations are the backbone of any business. Poor employee relations will affect 

productivity and result in high employee turnover, It is only when employees feel valued that 

they will use their skills and experience to the fullest to contribute to the growth of the 

company. 

Organizations that have good employee relations provide higher wages and other attractive 

benefits, making it in the best interest of the employee to stay. Even if the employee is 

not100% satisfied with their company, they are less keen to suddenly abandon a company for 

another when they are happy with their work environment. A pleasant work environment 

Improves employee morale and motivation 

Most employees who work in companies are in the high retention-risk category. The critical 

skills that they possess help the company progress, and the cost of replacing a skilled 

employee can be extremely high. 

Employees are less likely to leave an organization. however, if those skills are recognized and 

Rewarded .It is the responsibility of the company to create an engaging work environment to 

make the employees feel valued. The cost of recruitment, hiring, and training will come down 

with lower employee turnover. 

Employees Have Extensive Knowledge of Company Practices 
 

The reduction in turnover ensures that employees 

stay with a company for longer, which enables them to gain extensive knowledge of company 

policies, practices, and processes. Employees with substantial institutional knowledge are an 

excellent resource. They are highly skilled, very efficient. and can provide training for new 

employees. Most companies find it hard to replace experienced employees, and this is 

especially true in industries that rely on employees with highly specialized skills. 

Enhanced Motivation 
 

Disengaged employees can cost organization millions of dollars in lost 

productivity. Companies that have engaged workers experience higher productivity. 

Organizations need to ensure that their workers feel empowered and appreciated to increase 

morale and motivation 
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Increase in Revenue 
 

Great employee relations will have a positive impact on the growth and 

revenue of a company. The benefits of a happier, healthier work environment are not only felt 

within the business but by the customer or end user, too. Having more engaged and motivated 

employees tends to result in greater customer satisfaction and better products and services, 

which also tends to point to an increase in sales. 

Conflict Reduction 
 

Workplace issues and conflicts are common. Conflicts are inevitable in any 

organization and can range from complaints about discriminatory employment practices to 

working conditions. Conflicts at the workplace will have an adverse impact on the 

productivity of a company and are likely to contribute to an environment of distrust between 

employees and employers, which can affect efficiency. 

Investigating, mediating and resolving employee complaints will help create a good work 

environment, which will reduce conflict in the workplace. Conflict reduction will help 

employees concentrate on their work and will increase productivity. Resolving conflicts 

becomes easier when managers work on fostering relationships with employees so that they 

are on the same page. Organizations that have fewer conflicts have higher morale, motivating 

employees to give their best. 

Employee turnover also slows down when there is less conflict in the workplace. The work 

environment becomes stable and happy, which improves the overall work culture. 
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The Four Pillars of Employee Relations: 
 
Here are four simple ways that managers can help maintain positive employee relations 

 
The 4 Pillars of Employee Relations 

 
Many organizations boast that their employees are their company's most valuable asset, 

however, there is still prevalence of employee relations issues in the workforce that is 

stopping employees from reaching their full potential. This is detrimental of the company as 

when an employee has a bad relationship with their manager, either founded in fear or lack of 

trust they risk becoming disengaged 

Much of the time, many of these issues can be resolved through the antidote of proper 

communication Before we continue to learn more about employee relationships and how to 

fix the problem... First, it's important to understand what employee relations really means, 

and why it's important Essentially, it alludes the relationship between manager and employee, 

and it can either be one that is founded in mutual respect, appreciation, and trust or fear and 

lack of transparency, Companies want to avoid the latter, as employees that don't feel 

connected with their manager often feel less compelled to perform at their best. 

Employee relations also references the efforts that a company makes, typically an HR 

department to manage the relationships between managers and employees. A good employees 

relation program ensures that all employees are treated fairly, helps to strengthen 

relationships between employee and manager, and help to remediate problems that surface 

between them 

Employee Loyalty 
 
A pleasant and productive work environment will have an effect on the loyalty of the 

employee, encouraging a loyal workforce Companies that have such a workforce will be able 

to improve employee retention. 

The most valuable asset of a company is its employees. The success of the company will 

depend on how they work. If they are engaged and motivated, they will strive to meet the 

expectations of the company. A strong employee and employer relationship will benefit the 

employee and the organization as a whole. 
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Great employee relations are the key to success for any company Regardless of the size and 

number of employees, all businesses need to pay attention to employee relations. This will 

help them achieve success. Employee relations are important, as the success of an 

organization is highly dependent on the engagement and productivity of the workforce. 

Investing in employee relations is as important as investing in any other business practice. 

Well-managed employee relations will help deal with the challenges and of any business 

environment. 

Open Communication 
 

In any relationship, communication is the key Employees and the majority of their 

day at work so is important that they feel comfortable with their manager and fulfilled in their 

tasks. One way to ensure this is to ABC Always Be Communicative let your team know that 

you are there to talk about the work or anything else they will be as transparent with them as 

possible about what you need from them One way to keep a constant pulse on how your team 

is feeling is to conduct simple weekly surveys that allow employees to submit anonymous 

feedback. 

It's a great way to keep communication flowing at all times, engage your employees and let 

them share their thoughts anonymously in a safe environment. 

Show Recognition 
 

Simple gestures of thanks and kind words go a long way. Longer than you might 

think In fact Appreciation and gratitude mean so much to your employees, and the truth is  

that in forcing good work is what is inspires them to keep it up .Giving public praise is 

another great way to show recognition while also inspiring the rest of the team. Rewarding 

your team properly is what cultivates is culture of appreciation between employee and 

manager ultimately inspiring your employees to continue to work hard for you and the 

company 

Constant Feedback 
 

Offering frequent feedback to your employees on their great work and 

constructive criticism on where they can improve is essential in nurturing a positive e 

relationship with your team. 
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Employees want feedback. they want to learn and grow and improve. Providing them with 

the tips and guidance they need to get there by holding frequent feedback sessions like 

monthly one on ones will be highly appreciated 

Invest In Your Employees 
 

Show employees that you care about them as people. not just as 

9.5workers. Expressing that their fulfilment is important to you on a professional and 

personal level. is a big statement that will elicit their respect and keep them engaged The  

truth is, if an employee is happy in their personal life, they'll be much more productive at 

work, so investing in their lives at large and not just at work will be beneficial for everyone 

Four Ways To Show Them You Care 
 

 Offer them a gym membership so they can keep healthy and feel good 

 Allow them to pursue side projects that are interesting to them. 

 Offer to support professional development initiatives. 

 Allow the option of paid time off to volunteer 
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How To Improve Employee Relations 
 
There are many things that a manager can both do, and stop doing that will help improve 

employee relations. 

1. Stop Micromanaging 
 

When a leader micromanages instead of trusting their team and giving their 

employees autonomy, the employee risks becoming disengaged. Subsequently, the quality of 

their work will suffer, which actually leads to more micromanagement, and creates sort of a 

vicious cycle. 

Keep in mind that there is a difference between offering guidance, and micromanaging 

Guidance and feedback are always great and keep employee relations positive, but watching 

their move at every step, hovering and offering too much unsolicited advice will actually 

begin to make employees doubt themselves and this will lead to a slew of other problems. 

2. Don't Play Favourites 
 

I generally as when an employer chooses votes, and it can completely 

demoralized the rest of the team raining employee relations The other danger of playing 

Favourites win that it cotes tension between colleagues this can lead to employee 

disengagement 

3. Be As Clear As Possible 
 

Again, this ties back to good communication, but employers need to clearly 

understand their job roles, and what's expected of them .Then you can work with them to 

meet those expectations, but a lot of the time, this confusion leads to stress, which will lower 

their engagement 

4. Collect Ideas From The Team 
 

You want to make employees feel like they are part of the team, and part of the 

decision making process. 

Ask employees to submit their ideas, or at least make it known that their ideas are always 

welcome and that suggestions for new initiatives will always be considered. 
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But remember, don't just collect ideas for the sake of collecting. this will have an even bigger 

negative effect. Instead of just listening to your employees' ideas, try to implement some as 

well and put action to your intention. 

5. Share The Company Vision 
 

When Dan Pink talks about the motivators that drive us, one of them is 

purpose. Employees need to feel like what they're doing is important. They need to feel like 

they are part of something bigger than them. If you want to fuel your employees' passion, 

share the long term vision of the company with them, and don't be shy to communicate this 

frequently. An organization can't perform only with the help of chairs, tables, fans or other 

non-living entities. It needs human beings who work together and perform to achieve the 

goals and objectives of the organization. The human beings working together towards a 

common goal at a common place (organization) are called employees. In fact the employees 

are the major assets of an organization. 
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Advantages Of Employee Relations: 
 

Employee relations can make or break your business. Happy employees are 

more productive and put more effort into their work. They do their best to meet your 

expectations and help the company grow, which translates into more revenue and satisfied 

customers. Evidence shows that improving your employee relations should result in higher 

retention rates and reduced turnover, so it’s definitely worth the effort. 

Increased Productivity: 
 
Employees who have a positive relationship with their colleagues and managers work smarter 

and more efficiently. They are more likely to put forth their best efforts and get involved in 

the company’s projects. This leads to higher productivity and performance, which helps your 

organization grow. 

Higher Retention Rates : 
 
More than one-quarter of employees are in a high flight-risk category, which means it won’t 

take much for them to up sticks and leave. Many of these employees possess critical skills 

that could be really valuable to your company. 

Enhanced Motivation: 
 
Increased morale and motivation is one of the primary benefits of good employee relations. 

Disengaged employees cost organizations a whopping $300 billion in lost productivity each 

year. Companies with engaged workers, on the other hand, experience up to 43-percent 

higher productivity. Basically, it pays to make sure your staff feels appreciated and 

empowered. 

Less Absenteeism: 
 
Workplace stress and conflicts are often the driving factors behind employee absenteeism. Up 

to 48 percent of Americans experience abusive behavior at work. Over 25 percent of bullying 

cases are not investigated. If your employees are constantly missing work, try to determine 

the cause. Ask about their relationship with other team members. Investigate any harassment 

charges and encourage your staff to report such cases. Assure your employees that you care 

about their safety and well-being. 
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Increased Revenue : 
 
Strong employee relations have a positive impact on the company’s growth and revenue. 

People who feel motivated and engaged in the workplace do an excellent job in their assigned 

roles, resulting in better products, greater customer satisfaction and increased sales. 

Employees are a company’s most valuable asset. The success of your business depends on 

their work. If your staff is motivated and engaged, they will stay with your company longer 

and strive to meet your expectations. 
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Disadvantages Of Employees Relations : 
 
Economic Causes: 

 
 
Poor wages and poor working conditions are the main reasons for unhealthy relations among 

management and labour. Unauthorized deductions from wages, lack of fringe benefits, 

absence of promotional opportunities, dissatisfaction with job evaluation and performance 

appraisal methods, faulty incentive schemes are other economic causes. 

Organisational Causes: 
 
Faulty communication system, dilution of supervision and command, non-recognition of 

trade unions, unfair practices, violation of collective agreements and standing orders and 

labour laws are the organisational causes of poor relations in industry. 

Social Causes: 
 
Uninteresting nature of work is the main social cause. Factory system and specialisation have 

made worker a subordinate to the machine. Worker has lost sense of pride and satisfaction in 

the job. Tensions and conflicts in society break up of joint family system, growing  

intolerance have also led to poor employer-employee relations. Dissatisfaction with job and 

personal life culminates into industrial conflicts. 

Psychological Causes: 
 
Lack of job security, poor organisational culture, non- recognition of merit and performance, 

authoritative administration and poor interpersonal relations are the psychological reasons for 

unsatisfactory employer- employee relations. 

 
 

Political Causes: 
 
Political nature of trade unions, multiple unions and inter-union rivalry weaken trade union 

movement. In the absence of strong and responsible trade unions, collective bargaining 

becomes ineffective. The union’s status is reduced to a mere strike committee.The outsiders 

who become union leaders by making wild promises to workers make excessive demands on 

employers. When employers do not accept their demands conflicts arise spoiling the 

employer-employee . 
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Factors Affecting employee Relations: 
 

1. Institutional Factors: 
 
Under institutional factors are included items like state policy, labour laws, voluntary codes, 

collective bargaining agreements, labour unions, employers’ organisations / federations etc. 

2. Economic Factors: 
 
Under economic factors are included economic organisations, (socialist, communist, 

capitalist) type of ownership, individual, company — whether domestic or MNC, 

Government, co•operative ownership) nature and composition of the workforce, the source of 

labour supply, labour market relative status, disparity of wages between groups, level of 

unemployment, economic cycle. These variables influence industrial relations in myriad 

ways. 

3. Social Factors: 
 
Under social factors items like social group (like caste or joint family) creed, social values, 

norms, social status (high or low) — influenced industrial relations in the early stages of 

industrialisation. They gave rise to relationship as master and servant, haves and have-nots, 

high caste and low caste, etc 

4. Technological Factors: 
 
Under technological factors fall items like work methods, type of technology used, rate of 

technological change, R&D activities, ability to cope with emerging trends, etc. These factors 

considerably influence the patterns of industrial relations, as they are known to have direct 

influence on employment status, wage level, collective bargaining process in an organisation. 

5. Political Factors: 
 
The political factors are political institutions, system of government, political philosophy, 

attitude of government, ruling elite and opposition towards labour problems. For instance, the 

various communist countries prior to the adoption of new political philosophy, the industrial 

relations environment was very much controlled by the Government ever since change has 

altered considerably like other capitalist economics. 
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6. Psychological Factors: 
 

Under psychological factors fall items pertaining to industrial relations like owners’ 

attitude, perception of workforce, workers’ attitude towards work, their motivation, 

morale, interest, alienation; dissatisfaction and boredom resulting from man-machine 

interface. 



 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Chapter-V 

Data Analysis and Interpretations 



47  

1. In your view what is the most important key aspect of building workplace relationship 

in organization ? 

Table  1:  
 

Attributes No. Of respondents % of respondents 

Recognition 10 8 

Communication 30 26 

Trust 80 66 

Other 0 0 

Total 120 100 

 
 
 
 

 
INTERPRETATION: 

 
The above table represents 8% of employees supported recognition, 26% of employees 

supported communication, 66% of employees supported trust and 0% of employees 

supported all the above-mentioned options as a key aspect in building workplace 

relationships. 

%of respondents 

other Trust communication recoginition 

0 
0% 

8% 

20 

10 

26% 30 

70  66%  

60 

50 

40 
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2. Does healthy relationship create good environment? 

Table 2:  
 

Attributes No. of respondents % of respondents 

Strongly agree 70 58 

Agree 30 25 

Neither agree nor disagree 0 0 

Strongly disagree 15 13 

Disagree 5 4 

Total 120 100 

 

 

 
 
 

INTERPRETISION 
 

The above table represents employee response to the statement called Healthy 

relationships to create a good work environment. In which 58% of employees 

strongly agreed. 25% agreed. 13% strongly disagree. 4 % disagreed with the 

statement. 

% of respondents 

70% 

60%   58%  

50% 

 
40% 

 
30% 25% 

20% 
13% 

10% 
4% 

0 
0% 

Strongly agree Agree Neither agree nor Strongly disagree 
disagree 

Disagree 
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3. How often receive complete guidance from your superior at work? 

Table : 3 
 

Attributes No. of respondents % of respondents 

Extremely often 81 67 

Very often 19 15 

Not often 20 16 

Not at all 0 0 

Total 120 100 

 

 

 
 
 

INTERPRETITION 

 
The above table says that the respondent receives guidance from superior at work 67% said extremely 

often. 15% said often, 16% said not often, 0% said not at all from their superior at work. 

% of respondents 

80% 

70%   67%  

60% 
 
50% 
 
40% 
 
30% 
 
20% 15% 16% 

10% 

0 
0% 

Extremely often Very often Not often Not at all 
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4. Does the communication gap between “Employer-Employee” effect on productivity? 

Table 4: 
 

Attributes No.of respondents % of respondents 

Strongly agree 70 59 

Agree 22 20 

Neither agree nor disagree 0 0 

Strongly disagree 18 16 

Disagree 5 5 

Total 120 100 

 
 
 
 
 
 
 
 

 
 
 

INTERPRETATION 
 

 
The above table represents the responses to the statement “Communication gap between employer- 

employee affect productivity 59%of respondents strongly agreed to the statement, 20% of 

respondents agreed to the statement, 0% of respondents neither agree nor disagree, 16% of 

respondents disagree 5% strongly disagreed with the statement. 

agree nor disagree 
disagree 

Neither Strongly Disagree Agree Strongly 
agree 

0% 
5% 

% of respondents 16% 
20% 

59% 
70 

60 

50 

40 

30 

20 

10 

0 
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5. Rate how comfortable you are with co-workers & work environment ? 

Table 5: 
 
 

Attributes No of respondents % of respondents 

Excellent 70 58 

Good 23 19 

Average 17 14 

Below average 5 4 

Total 120 100 

 

 

 

INTERPRETATION 

 
The above table represents respondents rating to their co-employees and works environment of 

58% excellent,19% good,14% average, 4% poor of this statement 

Below average Average Good Excellent 

0% 

4% 10% 

14% 20% 
19% 

50% 
 

40% 
 
30% 

  58%  
60% 

70% 

% of respondents 
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6. What are the various employee performance development programs/practice in your 

organization? 

Table 6: 

 

Alternatives No. of respondents % of respondents 

Rewards 80 67 

Promotions 20 17 

Training 15 11 

Other 05 05 

Total 120 100 

  
 
 
 
 

 
INTERPRETATION 

 

 
The above table gives information about employee development programs present in their 

organization 67% of respondents say rewards 17% of respondents say promotion 11% of 

respondents say training program 5% of respondents say others to this statement. 

Rewards Promotions Training Other 

5% 
11% 

17% 

  67%  
80% 

70% 

60% 

50% 

40% 

30% 

20% 

10% 

0% 

% of respondents 
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70% 

7. Do you give any suggestion to your colleagues in work? 

Table 7: 
 

Alternatives No. of respondents % of respondents 

Extremely often 82 69 

Very often 18 15 

Not so consistently 18 15 

Not at all 2 02 

Total 120 100 

 
 
 

 
 
 

80% 

69% 
 

60% 

% of resp ondents 
 

50%   

40%   

30%   

20%   

10%   

0% 

Extremely often 

 

Very often 

 

Not so consistently 

 

Not at all 

 
INTERPRETATION 

   

 
The above table says that 66% of respondents give suggestions extremely often to their colleagues 

in work 15% of respondents give suggestions very often to their colleagues at work, 15%% of 

respondents said not so often and 2% said not at all.. 

   

  

  

  

  

 15% 15% 
     

   2% 
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8. How Consistently does your supervisor punish employee for not reaching goals ? 

Table 8: 
 

Alternatives No. of respondents % of respondents 

Very Consistently 89 75 

Consistently 22 19 

Not so often 9 6 

Not at all 0 0 

Total 120 100 

 

 

 
 
 
 
INTERPRETATION 

 
The table explains How consistently their supervisor punishes respondents for not reaching goals 75% 

said very consistently 19% said consistently 6 % said not so consistently. 

Very Consistently Consistently Not so often Not at all 

0 
6% 

19% 

% of respondents 
  75%  80% 

70% 

60% 

50% 

40% 

30% 
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% of respondents 

120% 

100% 
100% 

 
80% 

 
60% 

 
40% 

 
20% 

 
0% 

Yes No 

9. Is there good communication from manager to employee in the company ? 

Table 9: 
 

 
Attributes respondents % of respondents 

Yes 120 100 

No 0 0 

Total 120 100 

 
 
 
 
 
 
 

   

  

  

  

  
0 

 
 
 
 
 
 
 

INTERPRETATION 
 
 

The above table represents that there is good communication between the manager and employee in 

the company 
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% of respondents 

80% 

69% 
70% 
 
60% 
 
50% 
 
40% 
 
30% 
 
20% 
 
10% 
 

0% 

Yes comfortable Some times Not comfortable Not interested to give 
ideas 

10. Does you/ your co-employee feel comfortable to give your ideas/ views to your 

supervisor? 

Table 10: 
 

Attributes No. of respondents % of respondents 

Yes comfortable 82 69 

Some times 33 28 

Not comfortable 5 3 

Not interested to give ideas 0 0 

Total 120 100 

 
 
 
 
 
 
 

   

  

  

 
28% 

    

   

  3% 
0 

 
 
 
 
 
 
 
 
 

INTERPRETATION: 
 
 

The above table represents 69% of employees feel comfortable giving ideas, 28% say that 

sometimes they are comfortable giving ideas, 3% are not comfortable giving ideas, and 0% are not 

interested to give ideas to co-employees. 
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11. Are you satisfied with your relations with your immediate supervisor? 
 

Attributes No. of respondents % of respondents 

Highly satisfied 16 13 

Satisfied 13 11 

Average 87 73 

Dissatisfied 5 3 

Total 120 100 

 
 

 
 
 

INTERPRETATION 
 
 

The above table represents13%of employees supported highly satisfied, 11% of satisfied 73% of 

employee respondents3% of dissatisfied with this statement. 

% of respondents 
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70% 
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12. To whom do you report / share if you have any grievances ? 

Table 13: 
 

Attributes Respondents % of respondents 

Superior 33 28 

Colleagues 77 65 

Function head 8 6 

Head of department 2 1 

Total 120 100 

 
 

 
 
 

INTERPRETATION 
 
 

The above tables represent 65% of respondents are supported to share the Grievances to their 

colleagues 28% of respondents to superior 6%of their function head 1% of respondents to head of 

department to this statement. 

70% 

% of respondents 

65% 

60% 
 
50% 

 
40% 

 
30% 28% 

20% 
 
10% 6% 

1% 

0% 

Superior Colleagues Function head Head of department 
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13. How much times your superior takes on a complaint (duration of handling 
process) ? 

Table 13: 
 

 
Attributes Respondents % of respondents 

2 weeks 20 16 

6 weeks 40 33 

In definite 40 33 

Depends up on level 20 16 

Total 120 100 

 
 

 

 
 

INTERPETATION 
 
The above table represents the superior takes a complaint in equally both the respondents 

supported to 6weeks and indefinite, 16% of respondents respond equal to 2 weeks and depends 

upon the level to this statement. 

35% 

% of respondents 
33% 33% 

30% 
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Chapter-VI 

Findings and Suggestions 
Conclusion 
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FINDINGS 

 
From the research study conducted on employee relations in vijaya Diary Vijayawada 

 
 

 From the project it is known that recognition, communication, trust has equal 

importance in building healthy relationships 

 80% of the respondents are positive with guidance from superior at work 
 

 90% of respondents trusting each other considering Ideas/views increases employer 

employee bonding 

 70% of the respondents feel comfortable to give ideas and suggestions to supervisor 
 
 

 86%observation it is known that most of the employees accepted rewards 

asEmployee development practice 

 After receiving feedback 77% of the respondents are expected to associate with 

company and want to develop their carries 
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SUGGESTIONS 
 

 
 Communicating important decisions and all other information to the employees is 

Not up to the mark. They have to communicate in timely manner. 

 Taking constant feedback from employees have to be improved. 
 

 There are still certain gray areas where there is still scope for improvement the 

Recommendations have been made to the management. 

 On the job training programs should be intensive to cover all employees at regular 

Interval 



CONCLUSION 
 

 On the whole, the employee relations level of respondents in vijaya dairy 

Vijayawada is good and most of the questions respondents has stated that 

they are very much satisfied with interpersonal relationship report with 

superiors, peers and also with regard to the working condition 

 Management listens and attends the grievances immediately but in some 

of the areas like rewards incentives and remuneration part the 

management should concentrate more rather than salary 

 The employees are found to be satisfied in most of the areas and overall 

job satisfaction level also good 

 From overall research it would be confirmed a good morale helps 

organization to stand in good position 
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Appendix 



 

QUESTIONNARIE 
 
 
 
Name : age : 

 
Occupation : Gender : 

 
Address : 

 
 
 
1. In your view what is the most important key aspect of building workplace relationship in the 

organization? 

A. Recognition B. Communication 
 

C. Trust D. Other 
 
2 .Does healthy relationship create good environment 

 
A. Strongly agree B. Agree 

C. Neither agree nor disagree D. Strongly disagree E. Disagree 
 
3. How often receive complete guidance from your superior at work? 

 
A. Extremely often B. Very often 

C. Not often D. Not at all 
 
4. Does the communication gap between “Employer-employee” effect on productivity 

 
A. Strongly agree B. Agree 

C. disagree D. Strongly disagreed 



 

5. Rate how comfortable you are with co-workers &work environment 
 

A. Excellent B. Good 
 

C. Average D. Below Average 
 
6. To whom do you report / share if you have any grievances ? 

 
A. Superior B. Colleagues 

 
C. Function head D. Head of the department 

 
7. What are the various employee performance development programs/ practice in your 

organization? 

A. Rewards B. Promotions 

C. Training D. Other 
 
8. Do you give any suggestion to your colleagues in work? 

 
A. Extremely often B. Very often 

C. Not so consistently D. Not at all 
 
 
 
9. How consistently does your supervisor punish employee for not reaching goals 

 
A. Very consistently B. Consistently 

C. Not so often D. Not at al 



 

 
 
10. Does you/your co-employees feel comfortable to give your ideas/ views to your supervisor? 

 
A. Yes comfortable B. Some times 

C. Not comfortable D. Not interested to give ideas 

11.Do you give any suggestion to your collegues in work? 

A.Extremely often B.Very often 
 

C. Not So consistently D. Not at all 
 
12. How often your performance improvd after getting feedback from your superior? 

 
A. Extremely improved B. Improved 

 
C. Some what improved D. Not at all improved 

 

13. Does you/your co-employees feel comfortable to give your ideas/ views to your supervisor? 
 

A. Yes comfortable B. Some times 
 

C. Not comfortable D. Not interested to give ideas 



A Study on  
“Determinants of Consumer Buying Behavior towards Private Label 

Brands with special reference to M/s. Big Bazaar, Vijayawada”. 

  submitted 

In partial fulfilment of the requirements for the award of the degree of 

MASTER OF BUSINESS ADMINISTRATION 

(Jawaharlal Nehru Technological University-Kakinada) 

By 

 Mr. K. HEMANTH 

  Regd.No:18481E0027 
 
 

  Under the 
  Guidance of 
 
 
  Ms. T.V.S.S. SWATHI 

Asst. Professor 
   Department of Business and Management Studies 

 
 

 

 

DEPARTMENT OF BUSINESS AND MANAGEMENT STUDIES 

GUDLAVALLERU ENGINEERING COLLEGE 
(AN AUTONOMOUS INSTITUTE WITH PERMANENT AFFILIATION TO JNTUK) 

SESHADRIRAO KNOWLEDGE VILLAGE 
GUDLAVALLERU-521356 

Krishna District 
 

 

 

 



 

Department of Business and Management Studies 

GUDLAVALLERU ENGINEERING COLLEGE 
(An Autonomous Institute with Permanent Affiliation to JNTUK, Kakinada) 

SeshadriRao Knowledge Village 
Gudlavalleru – 521 356 

Krishna District 
 

               

 

CERTIFICATE  

This is to certify that the project report entitled on “A Study on Determinants of 

Consumer Buying Behavior towards Private Label Brands with special reference to 

M/s. Big Bazaar, Vijayawada” submitted by Mr. K. HEMANTH, is a bonafide work 

carried out by him in partial fulfilment of the award of Degree of Master of Business 

Administration by Jawaharlal Nehru Technological University, Kakinada. The project work 

is original and never has been a part of any other publication or award of any degree. 

 

 

 

 

Ms. T.V.S.S. SWATHI                                                           Dr. CH. NIRMAL CHAND 

     Asst. Professor.                                                                          Professor & HOD 

 



 

 



 

DECLARATION 

 

                   I hereby declare that the project report entitled “A Study on 

Determinants of Consumer Buying Behavior towards Private Label Brands with special 

reference to M/s. Big Bazaar, Vijayawada” is a bonafide work carried out by me and never 

has been a part of any other publication or award of any degree. 

 

 

 

 

Place:  Gudlavalleru                                                                                 Mr. K. HEMANTH 

Date:                                                                                              (18481E0027) 

 

 

 

 

 

 

 

 

 

 



 

ACKNOWLEDGEMENTS 

 

 I express my gratitude to Dr. P.Ravindra Babu, Principal, Dr. Ch. Nirmal Chand, 

Prof. and Head, Department of Business and Management Studies, GEC, Gudlavalleru 

enabling me to take up the project on “Determinants of Consumer Buying Behavior 

towards Private Label Brands with special reference to M/s. Big Bazaar, Vijayawada". 

              I specially thank my project guide Ms. T.V.S.S. SWATHI for her guidance, in 

completing this project. I take immense pleasure and thank her for her continuous support.  

           I take this opportunity to express my gratitude to Management and the other staff 

members of “M/s. Big Bazaar”. 

I would like to thank my parents and friends whose encouragement helped me in 

completing the project. 

 

 

                                                                                                          Mr. K. HEMANTH 

             (18481E0027) 

 

 

 

 

 

 

 

 

 



 

 

 

 

 

 

SI.NO. CONTENTS PAGE NO: 

 

 

1 

 

1.1 Introduction 

1.2 Need for the Study 

1.3  Scope of the Study  

1.4  Objectives of the Study 

1.5  Research Methodology 

1.6 Limitations 

1-9 

 

2 
 Chapter 2- Industry Profile 10-20 

3  Chapter 3- Company Profile  21-30 

 

4 
 Chapter 4-Theoretical Framework 31-44 

5   Chapter 5-Data Analysis and Interpretations 45-68 

6 Chapter 6 

 Findings and Suggestions 

 Conclusion 

69-72 

 

 

Bibliography 

Appendix 

Questionnaire 

73-78 



 

 
1 

 

Chapter - 1 

1.1 Introduction: 

 

               Retailing involves a direct interface with the customer and the coordination of business 

activities from end to end- right from the concept or design stage of a product or offering, to its 

delivery and post delivery to the customer. The industry has contributed to the economic growth 

of many countries and is undoubtedly one of the fastest changing dynamic industries in the world 

today.  

The term ‘retail’ is derived from the French word retailer which means ‘to cut a piece off or to 

break bulk’. In simple terms, it implies a first-hand transaction with the customer. This is 

increase in gross domestic product, increase in per capita income, increase in purchasing power, 

increasing number of nuclear families, working women, greater working pressure, ever changing 

tastes and preferences and convenience has become a priority for Indian customers. 

             Wal-Mart is now the world’s largest corporation and has become the largest food retailer 

in the United States. French based Carrefour is the world’s second largest retailer. Retailing in 

developed countries is big business and better organized. But the scenario in India is different 

much of it in unorganized sector. There are more than 12 million retail outlets of various sizes 

and formats. Hypermarkets Large supermarkets, typically 3,500-5000 sq.ft. Mini supermarkets, 

typically 1,000-2000 sq. ft. Convenience stores, typically 750-1,000 sq. ft. And almost 90% of 

them are less than 500 sq. ft. in size and the per capita retail space is only 2 sq. ft. while US has 

16 sq. ft. 

            

BIG BAZAAR is a name renowned in Retail. It is now a brand image in private retail sector. 

People around the country thinks that big bazaar is inspired from Wal-Mart and can be said as 

the Wal-Mart of India running a chain of more than 100 retail stores in India. Big bazaar is the 

subsidiary of Future Group, Pantaloons Retail India ltd. The brain behind big bazaar is the CEO 

of Future Group Mr. Kishore Biyani. 
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         Big bazaar started with its first store in Kolkata, West Bengal in 2001 and now owns more 

than 100 stores all over India making itself chain in India and leaving all its competitors behind. 

        Private Labels are brands owned by the retailers themselves. They are often referred to as 

store brands or own labels. Effect of Private label due to rapid expansion of retail chains in India. 

Perception of the consumer towards the store brand is one of value for money. Private label is 

push strategy. Private Labels of Future Group (Big Bazaar) are as follows: 

 Apparels: John Miller, Bare, Indigo Nation etc. 

FMCG’s: Tasty Treat, Fresh n Pure, Golden Harvest, Care mate, Swiss tempelle etc. 

General merchandise: Dream-line 

Consumer durable & electronic: Sensei and Koryo 
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Factors Determining Private Label Purchase: 

Consumer Factors 

-Price Consciousness 

-Perceived Quality 

-Perceived Risk 

-Product Familiarity 

-Value consciousness 

Store Factors 

           -Store Image 

           -Shelf Space Allocation 

Product Factors 

           -Price 

             -Quality 
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1.2 Need for the Study: 

             Over the last few years, retail has become one fastest growing sectors in the Indian 

economy. With the increased growth of organized retail sector, private labels too are accepted by 

the retail market. There is very limited research regarding private label brand in India. The study 

primarily looks into understandings the consumer preference for private labels or store brands in 

food category and to understand the role of consumer, product and store factors affecting private 

label brand purchase. This study adds knowledge regarding consumer’s purchasing behavior 

towards private labels. 

           Groceries and food products are used by each and every living person in any country on a 

daily basis. It is the largest segment of any country’s retail market and the demand remains high 

at all times. Globally, the market is worth trillions of dollars, and since India is world’s second 

most populous country the market holds much importance for it. Food and Grocery is leading the 

organized retailing in India. Today Private label products are found in all food and grocery 

categories. But earlier it was not the case. During 1990’s India has not viewed Private label 

brands as an important entity because the Indian retail industry at the same time Private label 

brands came into being. The development of private brands is constantly increasing, earlier 

private brands were once a small part of retailer merchandise, but is today taking significant 

factor for most retail operations. 

These Private Labels are giving a tough fight to established brands because of following key 

points specifically in Food and Groceries Sector 

1. Low cost of promotion. 

2. Large amount of outsourcing specifically in manufacturing. 

3. Retail stores are acting as the brands. 

4. No separate promotion is required for brand line the umbrella brand itself act as the 

brand promoter. 

5. Distribution cycle is smaller as the middle men are reduced. 

6. Impulse buying increases due to shelf space utilization. 
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                           This study is therefore intended to understand consumer perception in general 

and to determine the factors influencing purchase intention of private label brands towards food 

and grocery products. 
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1.3 Scope of the study: 

  

               Big Bazaar has branches in Andhra Pradesh. My scope is limitation to one branch 

(Besant Road, Vijayawada). The scope of the study is to identify the consumer behavior towards 

Big Bazaar. It is aimed at enlightening the company about different steps to be taken up to 

increase the share of  Big Bazaar with regard other competitors and also to make the company to 

provide better customer services. 
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1.4 Objectives of the Study: 

1. To identify the consumer attitude towards the importance of purchase parameters of store 

brands. 

2. To examine the consumer factors influence towards store brands in retail outlets. 

3. To identify the impact of store image on overall satisfaction this leads to store loyalty. 

4. To understand the socio-demographic profile of the customers. 

5. To know the customer queries, comments and suggestions about the store and its 

products. 
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1.5 Research Methodology: 

Research methodology is a way to systematically solve the research problem. 

Sources of data: 

The main sources of data for the present study been used are primary and secondary data. 

1. Primary data: Primary sources of data are the data which needs the personal efforts of collect 

it and which are not readily available. Following are the few ways in the data was collected: 

a. Questionnaires: It is the set of questions on a sheet of paper was being given to of fill it, 

bases on which the data was interpreted. 

b. Direct interviewing: Direct interviewing involved the process where I asked the questions 

directly to the customers and I got the feedback. 

2. Secondary data: Secondary data is collected from company brochures and internet. 

3. Sample size: By using random sampling technique 50 respondents are selected for the 

purpose of the study. 

4. Period of study: The study is undertaken in the duration of 45 days. 

 

 

 

 

 

 

 

 

 



 

 
9 

 

1.6 Limitations: 

 

1. Time has been a major constraint throughout the study as it has been only for 

duration of 45 days. 

2. As this survey was restricted to Vijayawada this cannot be stated as an in depth 

research on this subject. 

3. Enough care is taken in formulating the questionnaire, still some errors may creep in. 

4. The consumer behavior varies according to different products. 

5. The project is based on the interview methodology based on questionnaire and the 

personal skills of the person undertaking the project affect the results. 
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Chapter – 2 

Industry Profile 

What is Retailing: 

     The word retail is derived from the French word Retailer, which means “to cut off a piece” or 

“to break bulk”. 

      According to Philip Kotler, “Retailing includes all activities involved in selling goods or 

services to the final consumers for personal, non-business use. A retailer or retail store is any 

business enterprise whose sales volume comes primarily from retailing.”    

       Any organization selling to final consumers whether it is a manufacturer, wholesaler- is 

doing retailing. It does not matter how the goods or services are sold (by person, mail, telephone, 

vending machine or internet or where they are sold- in a store, on the street or in the consumer’s 

home.)  

        Retailing is the set of business activities that adds value to the products and services sold the 

consumers for their personal or family use. Often people think of retiling only as the sale of 

products in stores. But retailing also involves the sale of services and not all retailing is done in 

stores. 

        Retailers attempt to satisfy consumer needs by having the right merchandise, at the right 

price, at the right place, when the consumer wants it. Retailer also provides markets for 

producers to sell their merchandise. Retailers are the final business in a distribution channel that 

links manufacturers to consumers. 

Functions Performed by Retailer: 

Although there are situations where it is easier and cheaper to buy directly from manufacturers, 

retailers provide important functions that increase the value of the products and services they sell 

to consumers and facilitate the distribution of those products and services for those who produce 

them.  
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These functions are: 

 Providing an assortment of products and services 

 Breaking bulk 

 Holding inventory 

 Providing services  

 

Retail Sector in India: 

                     The origin of retailing in India can be traced back to the emergence of Kirana stores 

&mom & pop stores. These stores used to cater local people. Eventually the Govt. in India 

supported the rural retail & many retail shops come with the help of KHADI & the VILLAGE 

INDUSTRIES COMMISSION. The first few companies come up with retail chains were in 

textile sector in the year 1980.The companies are Bombay Dyeing Kumar’s, Raymonds etc. 

Later Titan launched retail showrooms in organized sector. If you will follow the above 

examples, there are great changes occurring in the retail sector. The retail industry is moving 

from an unorganized one to a organized one. The growth of the retail trade in India is associated 

with the growth in the Indian Economy. Gross domestic product (GDP) grew by an annual rate 

of 8 per cent. The international consulting firm, A.T. Kearney, annually ranks emerging market 

economies based on more than 25 macroeconomic and retail-specific variables through their 

Global Retail Development Index (GRDI). For the last three years (2005, 2006, and 2007) India 

has been ranked as number one indicating that the Country is the most attractive market for 

global retailers to enter. The high economic growth during the last few years raising disposable 

incomes rapidly, the favorable younger population with less dependency, and demographics 

placing incomes on urbanization are some of the major factors fueling the Indian retail market. 

                     The retail sector in India is witnessing a huge revamping exercise as traditional 

markets make way for new formats such as departmental stores, hypermarkets, supermarkets and 

specialty stores. Western-style malls have begun appearing in metros and second-rung cities 

alike introducing the Indian consumer to a shopping experience like never before.  The sector is 
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at an inflection point where the growth of organized retailing and growth in the consumption of 

the Indian population is going to take a higher growth trajectory. The Indian population is 

witnessing a significant change in its demographics. Organized retail is on all-time high in India. 

The growth is boosted by various factors such as availability of professional practices, media 

proliferation, various brands which are gaining value thereby enhancing industry growth, 

availability of various funding options, regulations like VAT implementation to make processes 

simple, sea change in demographics of country and international exposure. 

                     Retailing consists of the location sale of goods or merchandise from a very fixed 

location, such as a department store, boutique or kiosk, or by mail, in small or individual lots 

direct consumption by the purchaser. Retailing may include subordinated services, such as 

delivery. Retail is usually classified by type of products as follows: 

 Food products 

 Hard Goods – appliances, electronics, furniture, sporting goods, etc. 

 Soft goods- clothing, apparel, and other fabrics. 

There are the following retailers by marketing strategy: 

 Departmental stores- very large stores offering a huge assortment of soft and hard goods. 

 Discount stores- tend to offer a wide array of products and services, but they compete 

mainly on price offers extensive assortment of merchandise at affordable and cut-rate 

prices. 

 Supermarkets- Is a self-service store consisting mainly of grocery and limited products on 

non-food items. Sells mostly food products. 

 Warehouse stores- warehouses that offer low-cost, often high- quantity goods piled on 

pallets or steel shelves, warehouse clubs charge a membership fee. 

 Variety stores- they offer extremely low-cost goods, with limited selection. 

 Specialty stores- A typical specialty store gives attention to a particular category and 

provides a high level of service to the customers. For example, if a customer visits 
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Reebok or Gap store then they find just Reebok and Gap products in the representative 

stores. 

 General stores- A rural store that supplies the main needs for the local community. 

 Convenience stores- Is essentially found in residential areas. They provide limited 

amount of merchandise at more than average prices with a speedy checkout. This store is 

ideal for the emergency and immediate purchases. 

 Hypermarkets provide variety and huge volumes of exclusive merchandise at low 

margins. The operating cost is comparatively less than other retail formats. A classic 

example is Metro in Bangalore. 

 Malls- range of retail shops at a single outlet. 

 Vending machines- automated piece of equipment where customers can drop money into 

the machine and get the products. For example-soft drink vending at Bangalore 

International Airport. 
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Retail Classification:  

Basically there are three kinds of retailers that are generally available:                       

1. Organized Retail – Organized retail comprises of the licensed retailers who are 

registered for sales tax, income tax etc. and it comprises of the malls, supermarkets, 

hypermarkets etc.  

2. Unorganized Retail – The unorganized retail comprises of the local baniya or kirana 

shop, paan and beedi shops and the other owner manned general stores . These retailers 

normally do not pay taxes and most of them are not even registered for sales tax, VAT, or 

income tax. 

Key Drivers of the Indian Retail Industry: 

 Emergence of nuclear families 

 An increase in the double-income households trend 

 Large working population 

 Reasonable Real estate prices 

 Increase in disposable income and customer aspiration 

 Demand as well as increase in expenditure for luxury items 

 Growing preference for branded products and higher aspirations  

Bottlenecks 

 A long way to meet international standards 

 Lack of efficient supply-chain management 

 Lack of required retail space 

 No fixed consumption pattern 

 Shortage of trained manpower 

 Lack of proper infrastructure and distribution channel 

 Growing liberalization of the FDI policy in the past decade 

 Increasing urbanization 

 Rising affluence amid consumers 
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 Pantaloon Retail 

The flagship company of Future Group, Pantaloons Retail operates over 16 million square feet of 

retail space, has over 1000 stores across 73 cities in India and employs over 30,000 people. It can 

boast of launching the first hypermarket Big Bazaar in India in 2001. The companies also 

operates in other retail segments such as - Food & grocery (Big bazaar, Food bazaar), Home 

solutions (Hometownfurniture bazaar, collection-i), consumer electronics (e-zone), shoes (shoe 

factory), Books: music & gifts (Depot), Health & Beauty care services (Star, Sitara and 

Health village in the pipeline), e-tailing (Futurbazaar.com), entertainment (Bowlingco.) The 

turnover this year was 12500 crores. 

TataGroup: 

Established in 1998, Trent - one of the subsidiaries of Tata Group - operates Westside, a lifestyle 

retail chain and Star India Bazaar - a hypermarket with a large assortment of products at the 

lowest prices. In 2005, it acquired Landmark, India's largest book and music retailer. Tata’s has 

also formed a subsidiary named Infiniti retail which consists of Croma, a consumer electronics 

chain. Another subsidiary, Titan Industries, owns brands like “Titan”, the watch of India and 

Tanishq, the Jewellery brand. Sales turnover was 197.13 crore in December 2010. 

RPG group: One of the first entrants into organised food & grocery retail with Food world 

stores in 1996 and then formed an alliance with Dairy farm International and launched health & 

glow (pharmacy & beauty care) outlets. Now the alliance has dissolved and RPG has Spencer’s 

Hyper, Super, Daily and Express formats and Music World stores across the country. 

Reliance: The company owns more than 560 Reliance Fresh stores and recently it has also 

launched Reliance Mart Hypermarket. The company further plans to launch its hypermarket in 

Delhi / NCR, Hyderabad, Vijayawada, Pune and Ludhiana region. The turnover was 4500 crore 

for this year.         

AV Birla Group: 

This group brand portfolio includes brands such as Louis Phillipe, Van Heusen, Allen Solly, 

Peter England, Trouser town. Also, Madura garments are subsidiary of Aditya Birla Nuvo Ltd. 

The recently acquired food and grocery chain of south, Trineth, has further increased their 
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number of store to 400 stores in the country. The company also own ‘More’ supermarkets and 

hypermarkets. Currently it runs 600 supermarket and nine hypermarkets across India. The 

turnover this year was 1700 crores. 

K Raheja Group: 

They forayed into retail with Shopper’s Stop, India’s first departmental store in 2001. It is the 

only retailer from India to become a member of the prestigious Intercontinental Group of 

Departmental Stores (IGDS). They have signed a 50:50 joint venture with the Nuance Group for 

Airport Retailing. Shoppers Stop has a national presence, with over 2.05 million square feet area 

across 39 stores in 17 cities. It has also introduced new formats in the market viz., Home Stop – 

the exclusive home furnishings, décor as well  as furniture store and Hyper City– a premium 

shopping destination for Foods, Home ware, Home Entertainment, Hi-Tech Appliances, 

Furniture, Sports, Toys & Fashion. Other format of the company includes -- Crossword Book 

Store, Mother Care & Early Learning Centre (ELC), Estee Lauder group, Airport Retailing, 

Time Zone Entertainment. The turnover this year was 1570 crores. 

Bharti-Walmart: 

Bharti have signed a 50:50 percent joint venture agreement with Walmart in which Wal-Mart 

will be taking care of cash & carry and Bharti will do the front-end. Further they plan to invest 

US$ 7bn in creating retail network in the country including 100 hypermarkets and several 

hundred small stores. 

Landmark group: 

Landmark Group was launched in 1998 in India; currently owning 100 stores across various 

retail formats. The retail ventures of Landmark Group includes - Home Centre, Centre point, 

Baby shop, Splash, Shoe Mart, Lifestyle, Max, Lifestyle Department Stores, SPAR 

hypermarkets, Food mark, Fun City, Fitness First, Citymax India etc. It is a 3.8 billion dollar 

company. 
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Metro:  

Metro Cash & Carry, the first company to introduce cash and carry business, started its 

operations in India in 2003 with two Distribution Centers in Bangalore. Metro offers assortment 

of over 18000 articles across food and non food at the best wholesale prices. Currently Metro 

operates six cash and carry centers in Bangalore, Hyderabad, Kolkata and Mumbai. 

Viveks Ltd. 

Vivek Limited is the largest consumer electronics and home appliances retail chain in India, with 

44 stores in south, covering a retail space area of over 1, 75, 000 sq.ft and a turnover of over Rs. 

400 crore. Its brand, Viveks, is now a household name. The company plans to set up 50 more 

showrooms in South India.  

Pantaloon Retail (India): 

Pantaloon Retail (India) Limited, is India’s leading retailer that operates multiple retail formats 

in both the value and lifestyle segment of the Indian consumer market. Headquartered in 

Mumbai (Bombay), the company operates over 16 million square feet of retail space, has over 

1000 stores across 73 cities in India and employs over 30,000 people. 

The company’s leading formats include Pantaloons, a chain of fashion outlets,  Big Bazaar, a 

uniquely Indian hypermarket chain, Food Bazaar, a supermarket chain, blends the look, touch 

and feel of Indian bazaars with aspects of modern retail like choice, convenience and quality and 

Central, a chain of seamless destination malls. Some of its other formats include Brand Factory, 

Blue Sky, all Top 10 and Star and Sitara. The company also operates an online portal, 

futurebazaar.com. 
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Future Group:  

 

 

“Future” – the word which signifies optimism, growth, achievement, strength, beauty, rewards 

and perfection. Future encourages us to explore areas yet unexplored, write rules yet unwritten; 

create new opportunities and new successes. To strive for a glorious future brings to us our 

strength, our ability to learn, unlearn and re-learn our ability to evolve. 

In Future Group they will not wait for the Future to unfold itself but create future scenarios in the 

consumer space and facilitate consumption because consumption is development. They will 

effect socio-economic development for the customers, employees, shareholders, associates an 

asset management, consumer finance, insurance, retail media, retail spaces and logistics.  

     Future Value Retail Limited is a wholly owned subsidiary of Pantaloon Retail (India) 

Limited. This entity has been created keeping in mind the growth and the current size of the 

company’s value retail business, led by its format divisions, Big Bazaar and Food Bazaar. 

   The company operates 120 Big Bazaar stores, 170 Food Bazaar stores, among other formats, in 

over 70 cities across the country, covering an operational retail space of over 6 million square 

feet. As a focused entity driving the growth of the group's value retail business, Future Value 

Retail Limited will continue to deliver more value to its customers, supply partners, stakeholders 

and communities across the country and shape the growth of modern retail in India. 
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Affiliate Companies: 

 Home Solutions Retail (India) Limited 

Home Solutions Retail (India) Limited (HSRIL) offers complete retailing solutions for all 

products and services related to home building and home improvement. The key product 

categories are Consumer Durable & Electronics (CDE), Furniture, Home furnishing & decor, 

Home improvement and Home services. HSRIL operates retail format Collection-i, Furniture 

Bazaar, Electronics Bazaar, Home Town and e-zone. 

 Future Brands Limited 

Future Brands Limited (FBL) has been incorporated on November, 2006 and is involved in the 

business of creating, developing, managing, acquiring and dealing in consumer-related brands 

and IPRs (Intellectual Property Rights). 

 Future Media (India) Limited 

Future Media (India) Limited (FMIL) was incorporated as the Group’s media venture, aimed at 

creation of media properties in the ambience of consumption and thus offers active engagement 

to brands and consumers. FMIL offers relevant engagement through its media properties like 

Visual Spaces, Print, Radio, Television and Activation. 

 Future Supply Chain Solutions Limited 

Future Supply Chain Solutions Limited (FSCS) has been incorporated as a separate entity and is 

involved in the business of providing logistics, transportation and warehousing services for all 

group companies and third-parties. 

 Future Axiom Telecom Limited 

Future Axiom Telecom Limited is a Joint Venture with Axiom Telecom LLC, UAE. The 

Company has a 50% stake in Future Axiom Telecom Limited (FATL) which is a joint venture 

Company with Axiom Telecom LLC, UAE. The Company would be engaged in sourcing and 

wholesale distribution of mobile handsets, accessories and in setting up service centres for 

mobile handsets in India. 
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 Pantaloon Food Product (India) Limited 

Pantaloon Food Product (India) Limited (PFPIL) was incorporated with the object of sourcing 

and backward integration of food business of the Company. PFPIL has sourcing and distribution 

bases at all key cities across the country. 

 Future Knowledge Services Limited 

Future Knowledge Services Limited (FKSL) was incorporated on January, 2007 and is engaged 

in the business of business process outsourcing and knowledge process outsourcing. 

 Future Capital Holdings Limited 

Future Capital Holdings Limited (FCH) was formed to manage the financial services business of 

Pantaloon Retail (India) Limited and other group entities. FCH is one of the fastest growing 

financial services company in India, with presence in Asset Advisory, Retail Financial Services 

and Proprietary Research 

 Future General India Life Insurance Company Limited 

Future General India Life Insurance Company Limited (FGILICL) was incorporated on October 

30, 2006 to establish and conduct the business of life insurance in India, which comprises of 

whole life insurance, endowment insurance, double benefit and multiple benefits insurance etc.  

 

 

 

 

 

 

           

                 



 

 
21 

 

Chapter – 3 

Company Profile 

 

Board of Directors: 

 Mr. Kishore Biyani, Managing Director                           

                     Kishore Biyani is the Managing Director of Pantaloon Retail (India) Limited and 

the Group Chief Executive Officer of Future Group. He has led Pantaloon Retail’s emergence as 

the India’s leading retailer operating multiple retail formats that now cater to almost the 

consumption basket of a large section of Indian consumers.  

                    Kishore Biyani was born in August, 1961 and is married to Sangita and they have 

two daughters. He recently authored a book, ‘It Happened in India’ that captures his 

entrepreneurial journey and the growth of modern retailing in India. 

 

 Mr. GopikishanBiyani, Wholetime Director  

 Mr. RakeshBiyani1?, Wholetime Director 

 Mr. Ved Prakash Arya, Director 

 Mr. ShaileshHaribhakti, Independent Director 

 Mr. S. Doreswamy, Independent Director 

 Dr. D. OKoshy, Independent Director 

 Ms. AnjuPoddar, Independent Director 
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 Ms. Bala Deshpande, Independent Director 

 Mr. Anil Harish, Independent Director 

                           

 Big Bazaar is a chain of hypermarket in India. As of June 2, 2012 there are 214 stores across 90 

cities and towns in India covering around 16 million sq.ft of retail space. Big Bazaar is designed 

as an agglomeration of bazaars or Indian markets with clusters offering a wide range of 

merchandise including fashion and apparels, food products, general merchandise, furniture, 

electronics, books, fast food and leisure and entertainment sections.  

                              Big Bazaar is part of Future Group, which also owns the Central 

Hypermarket, Brand Factory, Pantaloons, E-zone, Home Town, futurebazaar.com, KB's Fair 

Price to name a few and is owned through a wholly owned subsidiary of Pantaloon Retail India 

Limited, that is listed on Indian stock exchanges.  

History: 

                       Big Bazaar was launched in September, 2001 with the opening of its first four 

stores in Calcutta, Indore, Bangalore and Hyderabad in 22 days. Within a span of ten years, there 

are now 161 Big Bazaar stores in 90 cities and towns across India.  

 Big Bazaar was started by Kishore Biyani, the Group CEO and Managing Director of Pantaloon 

Retail India. Though Big Bazaar was launched purely as a fashion format including apparel, 

cosmetics, accessory and general merchandise, over the years Big Bazaar has included a wide 

range of products and service offerings under their retail chain. The current formats include Big 

Bazaar, Food Bazaar, Electronic Bazaar and Furniture Bazaar. The inspiration behind this entire 

retail format was from Saravana Stores, a local store in T. Nagar, Chennai.  

                        The stores are customized to provide the feel of Mondays and meals while 

offering the modern retail features like Quality, Choice and Convenience. As the modern Indian 

family's favorite retail store, Big Bazaar is popularly known as the "Indian Wal-Mart".  
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On successful completion of ten years in Indian retail industry, in 2011, Big Bazaar has come up 

a new logo with a new tag line: ‘Naye India Ka Bazaar’, replacing the earlier one: 

'IsseSastaAurAcchaKahinNahin'. 

Lines of Business of the Above Store: 

 Food  

 01Fashion 

 Home solution 

 General merchandise Footwear 

 Books and stationary 

 Footwear 

 Electronics 

 

Physical Structure of Big Bazaar: 

There are five levels in Big Bazaar store at Vijayawada: 

 Level One: Food Bazaar, personal care, Customer Service Desk. 

 Level Two: Utensils, Luggage, Stationery & Books. 

 Level Three: Men’s Fashion, Foot wear, 

 Level Four: Ladies Fashion, Kids wear and Toys  

 Level Five: Electronic Bazaar, Furniture Bazaar, Home Furnishings.          

Group Vision: 

Future Group shall deliver Everything, Everywhere, Every time for Every Indian 

Consumer in the most profitable manner. 
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                               Organizational Structure of Big Bazaar 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Group Mission: 

 We share the vision and belief that our customers and stakeholders shall be served only 

by creating and executing future scenarios in the consumption space leading to economic 

development. 

Area Store manager 

   Store manager 

   Assistant Store manager 

Department manager 

Sales manager 

Team leader 

Team number 
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 We will be the trendsetters in evolving delivery formats, creating retail reality, making 

consumption affordable for all customer segments for classes and for masses. 

 We shall infuse Indian brands with confidence and renewed ambition.  

 

“SWOT “Analysis of Big Bazaar: 

Strengths  Weakness 

 Variety 

 Range 

 Different brands 

 The strengths of Big Bazaar are it is leading 

and growing at the faster pace              

 It has many out let’s all over India. 

 It has a good customer base 

 The Big Bazaar has been positioned to the  

customers as a place where the customers can 

stop for each and everything for which  if  goes 

to a  market  

 Big Bazaar has not trapped at the  

whole market 

 Facing problems due to political  

environment 

 

   Opportunities     Threats 

 Awareness about brands 

 Quality 

 High disposable income 

 Huge untapped market 

 Competition from organized retail  

        players which are in market and    

emerging 

    like Reliance, Shopper’s stop. 

 Competition from local retailer 
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Values: 

 Indian’s: Confidence in ourselves. 

 Leadership: To be a leader, both in thought and business.  

 Respect & Humility: To respect every individual and be humble in our conduct. 

 Introspection: Leading to purposeful thinking.  

 Openness: To be open and receptive to new ideas, knowledge and information. 

 Value & Nurturing Relationships: To build long term relationships. 

 Simplicity &Positivity: Simplicity and positivity in our thought, business and action. 

 Adaptability: To be flexible and adaptable, to meet challenges. 

 Flow: To respect and understand the universal laws of nature.  

 

Marketing Mix: 

                          The marketing mix is the set of controllable, tactical, marketing tools that the 

firm blends to produce the response it wants in the target market. The marketing mix consists of 

the variables product, price, place, promotion. 

 

Marketing Mix concept Image 
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Marketing Mix of Big Bazaar: 

Product:  

Big Bazaar offers a wide range of products which range from apparels, food, farm products, 

furniture, child care, toys, etc. of various brands like Coca- Cola, HUL, ITC, P&G, LG, 

Samsung, Sony, Sansui etc.  

Big Bazaar also promotes a number of in house brands like:  

 DJ & C          

 Tasty Treat 

 Clean mate 

 Sensei 

 Care mate 

 Koryo 

 Knighthood 

 Dreamline 

 Spunk  and 44 other brands 

 

Price:  

The pricing objective at Big Bazaar is to get “Maximum Market Share”. Pricing at Big Bazaar is 

based on the following techniques:  

Value Pricing (EDLP – Every Day Low pricing): Big Bazaar promises consumers the lowest 

available price without coupon clipping, waiting for discount promotions, or comparison 

shopping.  

Promotional Pricing: Big Bazaar offers financing at low interest rate. The concept of 

psychological discounting (Rs.99, Rs.49, etc.) is also used to attract customers. Big Bazaar also 

caters on Special Event Pricing.  
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Differentiated Pricing: Differentiated pricing i.e. difference in rate based on peak and non-peak 

hours or days of shopping is also a pricing technique used in Indian retail, which is aggressively 

used by Big Bazaar.   Eg. Wednesday Bazaar.  

Place: 

The Big Bazaar stores are operational across three formats — hypermarkets spread over 40,000-

45,000 sq ft, the Express format over 15,000-20,000 sq ft and the Super Centers set up over 1 

lakh sq ft. Currently Big Bazaar operates in over 34 cities and towns across India with 116 

stores. Apart from the Metros these stores are also doing well in the tier II cities. These stores are 

normally located in high traffic areas. Big Bazaar aims at starting stores in developing areas to 

take an early advantage before the real estate value booms. Mr. Biyani is planning to invest 

around Rs.350 crore over the next one year expansion of Big Bazaar. In order to gain a 

competitive advantage Big Bazaar has also launched a website www.futurebazaar.com, which 

helps customers to orders products online which will be delivered to their doorstep. This helps in 

saving a lot of time of its customers. 

Promotion:  

 The various promo Haft kasabse Shasta din “Wednesday bazaar”  

 Exchange Offers “Junk swap offer”  

 Brand endorsement by M.S Dhoni and Asin 

 Big Bazaar has come up with 3 catchy lines written on hoardings taking on the                               

biggies like Westside, Shoppers stop and Lifestyle. They are: 

 “Shoppers! Stop. Make a smart choice!”  

 “Change Your Lifestyle. Make a smart choice!”  

 April Utsav 

 Fashion Friday 
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People:  

 Well trained staff at stores to help people with their purchases  

 Employ close to 10,000 people and employ around 500 more per month. 

 Well-dressed staff improves the overall appearance of the store.  

 Use scenario planning as a tool for quick decision making multiple counters for payment, 

staff in store to keep baggage and security guards at every gate, makes for a customer-friendly 

atmosphere.  

Process:  

                   Big Bazaar places a lot of importance on the process right from the purchase to the 

delivery of goods. When customers enter the stores they can add the products they wish to 

purchase in their trolley from the racks. There are multiple counters where bill can be generated 

for purchases made. Big Bazaar also provides delivery of products over purchases of Rs. 1000.   

Physical Evidence:  

                     Products in Big Bazaar are properly stacked in appropriate racks. There are 

different departments in the store which display similar kind of products. Throughout the store 

there are boards/written displays put up which help in identifying the location of a product. 

Moreover boards are put up above the products which give information about the products, its 

price and offers. Big Bazaar stores are normally ‘U shaped’ and well planned & designed.  
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Innovations of Big Bazaar to Satisfy & Attract Customers: 

     Wednesday Bazaar:  

                           Big Bazaar introduced the Wednesday Bazaar concept and promoted it as 

“HafteKaSabseSasta Din”. It was mainly to draw customers to the stores on Wednesdays, when 

least number of customers are observed. According to the chain, the aim of the concept is "to 

give homemakers the power to save the most and even the stores in the city don a fresh look to 

make customers feel that it is their day".  
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Chapter – 4 

Theoretical framework 

After reviewing different researches concerning buying behavior of PLBs, the own creation of 

the theoretical framework was formed. It was believed that the framework consists of main 

attributes that have impact on purchase intention of store brands. This is designed on the basis of 

three main factors that have impact on changing attitude of consumers. They are intrinsic cue, 

extrinsic cue and demographic factors. Intrinsic cue is physical attributes of the product 

(perceived value, perceived quality and perceived risk) whereas extrinsic cue are product related 

attributes (price, quantity and store image). Understanding these variables is important for this 

study since they have a significant influence on buying behavior. 

Store Brand – An Overview 

Store brands or Private labels are brands owned, controlled and sold exclusively by retailer. 

Private labels were first introduced over 100 years ago in a few product categories such as tea, 

and are now available in over 60% of all grocery products. Private branding or store branding 

means a large distribution channel member (usually a retailer) buys from a manufacturer in bulk 

and puts its own name on the product. This strategy is generally only practical when the retailer 

does very high volume of sales. 

The advantages to the retailer are: 

1. More freedom and flexibility in pricing. 

2. More control over product attributes and quality. 

3. Higher margins (or lower selling price). 

4. Eliminates much of the manufacturer’s promotional costs. 

The advantages to the manufacturer are: 

1. Reduced promotional costs and stability of sales volume. 

2. Store or private label brands have successfully evolved from being a just another low 

priced alternative to a widely accepted brand class of their own. 

3. Retailers continue to invest in growing store brands. 
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4. Store brands can generate store differentiation and loyalty as long as their quality is high 

enough to satisfy a significant proportion of consumers, including them to purchase 

again.  

5. Retailers continue to invest substantially in improving store brand quality in a recent 

survey, two-third of retailers stated that they are increasing their offerings of premium 

store brands (Deloitte 2017). 

 

                     Store brands have a natural disadvantage in high perceived risk and hedonic 

categories. Our conjecture is that a household that is loyal to store brands in such high perceived 

risk and hedonic categories, despite natural disadvantages for store brands is likely to be more 

store loyal overall. Staple categories are those where consumers purchase frequently and 

routinely and spend a large portion of their shopping budget (Dhar, Hoch and Kumar 2017). 

Store brands account for an average of 14.5 percent of sales with some stores prognostic they 

will soon reach as high as 20 percent of all sales. Store branding is a mature industry 

consequently, some store brands have been able to position themselves as premium brands. 

Sometimes store-branded goods imitate the shape, packaging and labeling of national brands or 

get premium display treatment from retailers. Some retailer believe that, while advertising by 

premium national brands brings shoppers to the store, the retailer typically makes more profit by 

selling the shopper a store brand. 

 Private Labels or Store Brands in Retail Sector: 

Kumar and Steenkamp define a private label or store brand as “To be any brand that is owned by 

the retailer or the distributor and is sold only in its own outlets”. Private label brands or Store 

Brands are brands owned and sold by the retailer and distributed by the retailer. As stated by 

Private Label Manufacturers Association (PLMA), private label products include all goods sold 

under a retailer’s own brand. PLBs are often referred to as own labels, own brands, in-house 

brand, store brands, retail brands or distributor brands. In simple definition private labels are 

“Retailers Brands”. According to Nielson Global Survey of Private Label 2017, perceptions 

about private label brands are favorable around the world. 70% say they purchase private labels 

to save money, two-thirds (67%) believe private labels offers extremely good value for money 

and 62% say buying private labels makes them feel like a smart shopper. Globally, private labels 
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contribute 17% of retail sales with a growth of 5% per annum, said a recent KPMG study and 

titled Indian Retail: Time to change lanes. 

 

Private label brands are available in a multitude of formats. There are essentially three 

varieties of private label brands. 

1. Representative brand: It is a private label brand that through its name and 

packaging announces that it is produced and solely owned by the retailer. 

2. Exclusive private label brand: It is owned and produced by the retailer, but this fact 

is not explicitly  

3. Confined labels: These are brands that are not owned by the retailer but are found 

exclusively in their stores. 

Private labels/store brands are mostly developed in Europe, particularly in the Western 

markets. Switzerland has the highest private-label/store brands share (in the region and 

around the world) at 45% followed closely by the U.K and Spain at 41% each. Private 

labels/store brands are less developed in eastern and central Europe. Private label’s share 

in the modern retail in India is about 7% and as low as less than 1% in china. Globally, 

store brands constitute nearly 17% of retail sales. In fact, international retailers such as 

Wal-Mart and Tesco have 40% and 50% of in-house brands in their stores. 

Categories like packaged foods, refined edible oils, breakfast cereals, ketchups and 

sauces account for 75% of total sales of private labels (Hindustan Times, 2013). 

Breakfast cereal market in India was pegged at USD 157 million in 2013 and expected to 

have a double digit growth over next five years (Techno Pak, 2014). Indian snack market 

is valued at 2.1 billion USD in 2014 (Business today, 2014). So this makes these 

categories attractive to organized retailers to develop their own private labels or store 

brands. 

Private label or store brand products are found in almost all food and grocery categories. 

The food category alone accounts for 76 percent of the total sales in private label and 

example, has a particularly dominant position, as it pulls in a whopping 53 percent of 

total sales. While segments within the foods category like packaged rice, packaged atta 
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and pure ghee have garnered the highest value sales, a few private-label segments are 

generating sales that are stronger than their modern trade equivalents. In the non-food 

category, household cleaners hold the top position, accounting for nearly (48%) of the 

private-label sales. Personal care, fabric care and the general category are other segments 

which contribute significantly to non-food. 

          Growth of Private Label Brands/Store Brands in India 

Store brands or private labels are any brand to be produced and owned by the retailer 

which is sold exclusively in retailer’s outlet only (Kumar & Steenkamp, 2007). Retailers 

intention to develop private labels can be attributed to the higher percent margins that 

private labels or store brands can provide (Hoch & Banerji, 1993). Private labels or store 

brands are developed by retailers as an option to drive customers to their retail outlets 

(Singhi & Kawale 2010). Private labels have been studied extensively in developed 

economies like USA and Europe but not in case of emerging economies like India. 

As a result of constant product quality improvement, lower prices than manufacturer 

brands the share of private label brands has been increasing in developing countries. 

Private label brands accounts to 7% of modern trade sales in India compared to 1% in 

China, according to a Nielson survey that covered more than 50 countries last year. The 

private label market in India is currently estimated at RS 13 billion, which accounts for 

10-12% of organized retail in India. 

           Factors Determining Private Label Purchase: 

The major factors that determine private label purchase include price, quality and quality 

perceptions, product familiarity, value consciousness, store image and other store factors 

like in store promotions, store image, shelf space allocation, assortment and price and 

visual merchandizing. 
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          Consumer Factors 

1. Price Consciousness 

Price consciousness along with impulse buying determines private label purchase in food 

and grocery items. So price and price-related factors of private labels are one of the major 

determinants of private labels in comparison to national brands in the category. 

2. Perceived Quality 

Perceived quality has an important role to play in determining the private label purchase. 

It can affect the consumer perceptions about private labels. It has a significant role in 

determining the store brand preferences in food and grocery category among consumers. 

Perceived quality differential is lower when consumer’s familiarity with the store brand 

increases. Perceived quality is influenced by packaging. 

3. Perceived Risk 

Consumers regard Private Label Brands as most risky on performance measures 

compared to national brands Perceived risk has a number of facts: a functional risk (the 

Private Label Brand does not perform), a financial risk (wasting money) and social risk 

(the Private Label Brand may not be good enough for my friends). The greater the 

perceived risk associated with Private Label Brands, the lower the consumer Private 

Label Brand proneness. When consumers consider that purchasing a wrong brand may 

have some important negative consequences, they are more likely to buy national brands. 

An explanation for this behavior is that national brands provide a safer choice in many 

consumption situations. 

4. Product Familiarity 

Familiarity is one among the major factors that influence store brand purchase. 

Consumers who are less familiar with store brands tend to believe that store brands are of 

low value and are low in quality. Familiarity with retailer’s private label brands is critical 

for private label proneness. Private label products have limited brand recognition 

compared to recognized brands due to lack of information which can affect the product 
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purchase. So familiarity of store brands needs to be enhanced by promotional campaigns 

to increase the store brand purchase. 

5. Value Consciousness 

Value consciousness is an important factor that determines the private label purchase. 

Value is perceived by consumers differently. Some consumers perceive value as low 

price, some others as the benefits they receive from the products, quality they get for the 

price they pay and what they get for what they pay. Value consciousness is a factor that 

varies across the consumer. Some segment of consumers focus on the low price aspect 

and others on the quality aspect. 

          Store Factors 

1. Store Image 

Store image is one of the major factors that influence the purchase of private labels. The 

consumer perception about the image of the store has a direct effect on the brand image 

of the private label which can determine the purchase. The major factors that determine 

the store image includes layout, architecture, symbols, colors, advertising and sales 

personnel. Store image has direct and indirect influence on the consumer perceptions 

which can be detrimental for store purchase. 

2. Shelf Space allocation 

Shelf space allocation is a factor that indirectly affects the purchase of private label 

purchase. Shelf space allocation can enhance the visibility of private labels or store 

brands. Retailers always place their store brands in shelves adjacent to National brands. 

Shelf space allocation contributes significantly in enhancing product familiarity and 

perceived quality. 
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Product Factors 

1. Price 

Price is an important factor determining the private label purchase. Price is one of the 

extrinsic cues which determine the private label purchase in food products. There are two 

categories of price: (a) Objective price, which is the actual price that consumer pays for a 

product and (b) Perceived price, which is the price determined by consumer. For 

example, the exact price of a pair of shoes is Rs.50, but consumers may perceive and 

remember the price only as cheap, expensive or do not encode price at all. Consumers 

purchase a product based on a price scale, where products of higher quality are expensive 

and lower quality products are cheaper. Consumers may make quality judgment on the 

basis of price rather than physical product features. In other words, consumers may judge 

the quality of product based on the price tag. 

Consumers can be categorized into two groups: (a) consumers who give more priority to 

the quality of products and willing to pay more high quality products and (b) consumers 

who seek reasonable quality products at a reasonably lower price and this group of 

consumers is more likely to be the consumers of PLBs. 

2. Quality 

Quality has a significant role in determining the store brand preferences in Food and 

Grocery category among consumers. Advertising and packaging are also found to be 

significant in determining the consumption rate of store brands. There is a significant 

difference in quality between national and private brands and store image is a key factor 

that determines the purchase. Low quality is one factor that reduces PL purchase. 

According to the Technopak’s Private Label Report 2012, food and grocery segment is a 

key driver for PLs accounting for 20-25 percent and sometimes even 40 percent, of all 

categories in Private Labels. Margins in private labels in staples like sugar, groceries can 

range between 15-25%. 

Retailers such as Pantaloon, Trent, Shoppers Stop and Spencer’s have increased focus on 

private label retailing. Private labels constitute 90% of Trent’s, 80% of Reliance’s and 
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75% of pantaloon’s overall sales. Big retailers such as Shoppers Stop and Spencer’s have 

a penetration of 20% and 10% respectively. Aditya Birla plans to increase the share of 

own brands in sales from the present 3% to 10% in the next 2-3 years. 

With the increasing growth of the organized retail sector, private labels or store brands 

are also increasingly accepted by the Indian organized retail market. Though the growth 

of private labels was seen across categories, growth in food and grocery was prominently 

seen in supermarkets at 15% and hypermarkets accounting for 30% of total value sales. 

Almost all major retailers like Reliance Retail, Future group, Aditya Birla Retail, Bharti 

Walmart Retail, Hypercity, Infinity Retail, Trent, Shoppers Stop etc., offering private 

label in their merchandise mix. 

Consumers prefer to buy private label products mainly due to their low pricing and prefer 

to buy such products from large chained retailers, which also offer a wide variety of 

private label products with better quality (Euro monitor, 2012). Consumers in India prefer 

labels over national brands due to availability and price benefits in that category. As 

Indian incomes rise, the shape of the country’s income pyramid will also change 

dramatically. Over 291 million people will move from desperate poverty to a more 

sustainable life and India’s middle class will swell by more than ten times from its 

current size of 50 million to 583 million people. By 2025 over 23 million Indians more 

than the population of Australia today will number among the country’s wealthiest 

citizens. 

           Private Labels in Food and Grocery Sector 

Food is one of the largest and most preferred retail spending by the consumers across the 

globe. The global food retail market worth is expected US$ 6.5 trillion and is growing 

with the compound growth of approximately 5% from past few years. Driven by increase 

in the population and growing food demand in retail market it is expected to grow at 6% 

per annum. In Asia pacific the food & grocery sector is valued approximately 2.2 trillion 

US$. With growing urbanization, nuclear families, increased education level and earning 

of consumers demand of food is growing rapidly in the developing countries. North 

America is a leading food retail market followed by Europe. Health and nutritional 
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awareness is the major reason for the growth of food retail market in these two countries. 

The demand of Food retail is also growing in India and China which is estimated to be 

fastest growing food retail countries in Asia pacific region over the next few years. Brazil 

and Russia the other two countries of BRIC Nations are also anticipating high growth and 

moving towards leading markets of food retail. China has already left behind US market 

in food retail and the market is predicting that all BRIC countries will lead food and 

grocery market in coming years. 

Food and grocery forms the backbone of the Indian retail sector. With present market size 

at estimated US$ 455 billion (Rs.30,464 billion), the category will continue to grow at 

about 15 percent per annum over the next decade. Thus, for foreseeable future, food and 

grocery segment is the largest sector with over 60% contribution to retail sector in 

unorganized retail and 11% in organized retail. By 2020, food & grocery segment is 

expected to account for 66 percent of the total revenues in the retail sector, followed by 

apparel and mobile phone segment. 

As per the findings of the 2016 edition of the India Food Report, Food & Grocery Retail 

is worth Rs.23,03,496 crore. The average rate of growth during the past four years in 

F&G has been 15% per annum. The respective growth rates are expected to take these 

retail market to Rs.54,20,789 crore by 2020 and it is expected to reach Rs.109,00,000 

crore by 2025. A large part of this growth will be driven by increasing population, 

increasing incomes and thereby higher spends on foods and lastly urbanization, which is 

changing food habits. 

          Major Private Label Retailers in India 

On the basis of market research select retail stores in food & grocery and clothing & 

apparels are studied. Four major stores in food & grocery i.e. Big Bazaar, More, Spencer 

and Vishal Mega mart along with four major stores in clothing & apparels i.e. Shoppers 

Stop, Pantaloon, West Side, Reliance Trend were used in the consumer survey using 

structured questionnaire. Brief information about the same has been cited below: 

Big Bazaar: Big Bazaar is an Indian retail store that operates as a chain of hypermarkets, 

discount department stores and grocery stores. The retail chain was founded by Kishore 
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Biyani under his parent organization Future Group, which is known for having a 

significant prominence in Indian retail and fashion sectors, Big Bazaar is also the parent 

chain of Food Bazaar, Fashion at Big Bazaar (abbreviated as fbb) and eZone where at 

locations it houses all under one roof, while it is sister chain of retail outlets like Brand 

Factory, Home Town, Central, eZone, etc., 

PLB’s of Big Bazaar – Tasty Treat, Fresh & Pure, Ekta, Premium Harvest, Care mate. 

 

More: Aditya Birla Retail Limited (ABRL) is the retail arm of Aditya Birla Group 

company. ABRL is the fourth largest supermarket chain in the country after Future 

Group, Reliance Retail and D-Mart. It operates two different store formats – Supermarket 

and Hypermarket under the brand more.  It has about 494 supermarkets and 19 

hypermarkets around the country. ABRL plans to open 100 supermarkets and 6-8 

hypermarkets. To fund this expansion, ABRL has borrowed Rs.500 crore from Yes bank. 

Besides this, it has decided to increase its borrowing limit to Rs.7500 crore from Rs.5000 

crore. 

PLB’s of More – Feasters, Kitchen Promise, Best of India, Enriche, Maha Saver, Priya. 

 

Spencer’s Retail: Spencer’s Retail is a chain of retail stores headquartered in Kolkata, 

West Bengal having presence in over 35 cities in India. Spencer’s is based on the ‘Food 

First’ Format (it mainly offers fresh and packaged food). Many outlets though sport 

multiple formats for retailing food, apparel, fashion, electronics, lifestyle products, music 

and books. It is owned by RP Sanjiv Goenka Group. Spencer’s began operations as a 

retail chain in the early 1990’s in Southern India. Stores are largely set up in one of two 

formats. First type is called Spencer’s which is in convenience store format and second 

type is Spencer’s Hyper that is in hypermarkets format. In the year 2008, in India, 

Spencer’s has opened its largest store in Kolkata which is spread over 72,000 square feet 

(6,700) and is located in south city mall. 

PLB’s of Spencer’s – Smart Choice, Maroon, College Studio, Great, 360 degree. 
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Vishal Mega Mart: Vishal Mega Mart is one of the leading clothing hypermarkets of 

India. It has 170 stores in 110 cities and provides variety of clothing products for all 

categories of consumers. Vishal Mega mart provides wide range of household and 

grocery products at reasonable prices. It also provides an excellent shopping environment 

for the consumers and is strong at customer relationship. It provides different various 

products of households and clothing under one roof having latest collection of fashion 

wear both for male and female also they have exclusive section for kids. In clothing they 

have formals, casuals, party wear, ethnics, sports and seasonal wears. In household 

categories it has varieties such as kitchen utensils, appliances, crockeries, home 

furnishing and appliances. Vishal Mega mart also provides packaged food, beverages, 

baby products, sports goods, health and beauty products fashion footwear’s and 

electronic products with good quality. So it is a shopping destination for the consumers as 

they can have various quality products under one umbrella. 

PLB’s of Vishal Mega Mart – V Fresh, V Needs, Khakhis. 

 

Shopper’s Stop: Shopper’s Stop started its business in 1991 with by establishing its first 

store in Andheri, Mumbai. It is a retailing company promoted by K Raheja Corp Group 

and has won various awards such as Hall of Fame Award and the Engineering market 

retailers of the year by world retail congress in year 2008. It is a listed company in 

National Stock Exchange (NSE) and Bombay Stock Exchange (BSE). In India it has 

stores named as “Shoppers Stop” till 2013 it has 83 stores across 38 cities in India. It has 

retail business in clothing, apparels, leather products such as shoes and bags, cosmetics, 

health and beauty products, home furnishing, jewelleries and décor products. Shoppers 

Stop began by operating a chain of department stores under the name “Shoppers Stop” in 

India. Shoppers Stop has 83 stores across 38 cities in India. It retails clothing, 

accessories, handbags, shoes, jewellery, fragrances, cosmetics, health and beauty 

products, home furnishing and décor products.  
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PLB’s of Shoppers Stop: - Kashish, Stop, Life, Mario Zegnoti, Acropolis, Push and 

Shove, Vettorio Fratini. 

Pantaloons: Pantaloons Fashion & Retail Limited is an Indian premium clothing retail 

chain. The first Pantaloons store was launched in Gariahat, Kolkata in 1997. As of 

November 2013, there were 76 Pantaloons stores in 44 cities. Pantaloons were initially 

operated by Future Group and were later acquired by Aditya Birla Nuvo Limited 

(ABNL0. According to the Brand Trust Report 2014, a study conducted by Trust 

Research Advisory, Pantaloons featured among 100 most trusted brands in India. There 

are 130 fashion stores of pantaloons in 40 different cities and towns of India. It occupies 

1.7 million square feet retail space which is one of the largest in India. 

PLB’s of Pantaloons – Bare Denim, UMM, Lombard, Bare Leisure, Urbana, Turtle, 

John, Annabelle, Chalk, Bare 7214, Akkriti, Kids Studio. 

 

West Side: West side is a part of the Tata Group, Trent Ltd and was established in year 

1998. It is one of the leading retail chain of India it has rapidly grown across the country 

and has established 85 departmental stores named Westside covering floor space area of 

8000-34000 sqft in across 50 cities. Westside offers exclusive clothing range for men’s, 

women’s and kids with latest and fashionable patterns. It also provides product variety in 

cosmetics, beauty products, handbags, perfumes, accessories and household furniture. 

Stores of Westside provides a great shopping experience to the consumers due to well 

design interiors and are located in prime areas of the cities.  

PLB’s of Westside – Nuon, Ascot, Ekta, Richmond, Westsport. 
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Private Label brands at Big Bazaar 

   Products brands under Future Group in India 

 Fashion and Lifestyle 

1. Indigo Nation 

2. Scullers 

3. John Miller 

4. All 

5. Rig 

6. Cover story 

7. DJ&C 

8. Buffalo 

9. Hey 

10. Converse 

11. Bare 

12. Clarks 

13. UMM 

14. Urban Yoga 

Electronic Appliances 

1. Koryo 

2. IQIP 

3. Talk24 

4. Sensei 

Integrated Foods and FMCG 

1. Tasty Treat 

2. Fresh & Pure 

3. Golden Harvest 

4. Swiss tempelle 

5. Care mate 
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6. Sunkist 

7. Clean mate 

8. Baker street 

9. Kara 

10. Kosh 

11. Sach 

12. Pratha  

13. Punya 

14. Nilgiris 

15. Mera Swad 

16. Premium Harvest 
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Chapter – 5 

Data Analysis and Interpretations 

Gender 

Table: 5.1 

S.no Particulars 
Number of 

Respondents 

Percentage of 

Respondents         

1 Male  22 44% 

2 Female 28 56% 

TOTAL 50 100% 

 

 

% of respondents 

 

Interpretation: It has been observed from the above table that of the total respondents 44%   

are male and 56% are female. 

44%

56%

Male Female
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Marital status 

Table: 5.2 

S.no Particulars 
Number of 

Respondents 

Percentage of 

Respondents 

1 Married 34 68% 

2 Unmarried 16 32% 

TOTAL 50 100% 

 

 

 

% of respondents 

 

 

Interpretation: It has been observed from the above table that of the total respondents 68% 

are married and 32% are unmarried. 

68%

32%

Married Unmarried
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Age 

Table: 5.3 

S.no Particulars 
Number of 

Respondents 

Percentage of 

Respondents 

1 Up to 15 years 2 4% 

2 16 – 25 years 10 20% 

3 26 – 35 years 22 44% 

4 35 – 50 years  12 24% 

5 Above 50 years 4 8% 

TOTAL 50 100% 

 

 

% of respondents 

 

Interpretation: It has been observed from the above table that of the total respondents 4% are 

up to 15 years, 20% are between age group of 16 – 25, 44% are between 26 – 35 years, 24% are 

between 35 – 50 years and 8% are above 50 years. 

4%

20%

44%

24%

8%

Up to 15 years 16 – 25 years 26 – 35 years 35 – 50 years Above 50 years
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Education Qualification 

Table: 5.4 

S.no Particulars 
Number of 

Respondents 

Percentage of 

Respondents 

1 
Up to primary 

schooling 
2 4% 

2 High school level 6 12% 

3 Diploma/Inter 10 20% 

4 UG /Degree 24 48% 

5 Post Graduate 7 14% 

6 Illiterate 0 0% 

TOTAL 50 100% 

 

 

% of respondents 

Interpretation: It has been observed from the  above table that of the total respondents 4% 

have done their primary schooling, 6% went up to high school level, 10% up to Diploma/ Inter, 

48% up to UG level,  14% are Post Graduates and Illiterates are 0%.  

4%
12%

20%

48%

14%

0%
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Occupation 

Table: 5.5 

S.no Particulars 
Number of 

Respondents 

Percentage of 

Respondents 

1 Salary employee 14 28% 

2 Business 8 16% 

3 Professional 2 4% 

4 Home maker 16 32% 

5 Student 10 20% 

TOTAL 50 100% 

 

 

 

% of respondents 

Interpretation: It has been observed from the above table that of the total respondents 28% 

are salaried, 16% are Business people, Professionals are 4%, 32% are Home makers and students 

are 20%. 

28%

16%

4%

32%

20%

Salary employee Business Professional Home maker Student
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Family income – monthly 

Table: 5.6 

S.no Particulars 
Number of 

Respondents 

Percentage of 

Respondents 

1 Less than 10,000 5 10% 

2 10,000 – 20,000 10 20% 

3 20,000- 30,000 13 26% 

4 30,000 – 40,000 12 24% 

5 Above 40,000 10 20% 

TOTAL 50 100% 

 

 

% of respondents 

Interpretation: It has been observed from the above table that of the total respondents 10% 

are earning  less than Rs.10,000, 20% are earning between Rs.10,000 – 20,000, 26% are earning 

between 20,000 – 30,000, 24% are earning between 30,000 – 40,000, 20% are earning above 

40,000. 

10%

20%

26%
24%

20%

Less than 10,000 10,000 – 20,000 20,000- 30,000 30,000 – 40,000 Above 40,000
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Frequency of shopping in general  

Table: 5.7 

S.no Particulars 
Number of 

Respondents 

Percentage of 

Respondents 

1 
More than once a 

week 
1 2% 

2 Weekly once 6 12% 

3 15 days once 4 8% 

4 Monthly once 25 50% 

5 Indefinite/ not sure 14 28% 

TOTAL 50 100% 

 

 

 

 % of respondents 

Interpretation: It has been observed from the above table that of the total respondents 2% are 

shopping more than once a week, 12% are shopping weekly once, 8% 15 days once, 50% shops 

monthly once and 28% said that they are not sure. 

2%

12%
8%

50%

28%

More than once
a week

Weekly once 15 days once Monthly once Indefinite/ not
sure
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Product and quality related factors 

1. Product wide range/ variety are a motivational factor in purchasing of store 

brands? 

Table: 5.8 

S.no Particulars 
Number of 

Respondents 

Percentage of 

Respondents 

1 Strongly Agree 32 64% 

2 Agree 10 20% 

3 
Neither Agree or 

Disagree 
4 8% 

4 Disagree 2 4% 

5 Strongly disagree 2 4% 

TOTAL 50 100% 

 

 

 

% of respondents 

Interpretation: 64% respondents from the above study strongly agree that product variety is 

a motivational factor in purchasing of store brands, 20% agree with the above statement and 8% 

strongly disagree with it. Majority of the respondents strongly agree with this factor due to brand 

awareness. 

64%

20%

8%
4% 4%

Strongly Agree Agree Neither Agree nor Disagree Disagree Strongly disagree
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2. Store brands are for people who want low priced products? 

Table: 5.9 

S.no Particulars 
Number of 

Respondents 

Percentage of 

Respondents 

1 Strongly Agree 15 30% 

2 Agree 26 52% 

3 
Neither Agree or 

Disagree 
5 10% 

4 Disagree 2 4% 

5 Strongly disagree 4 8% 

TOTAL 50 100% 

 

 

 

% of respondents 

Interpretation: It has been observed from the above study that of the total respondents 30% 

strongly agree with the above question, 52% respondents agree with it, 10% respondents 

disagreed, 4% neither agree or disagree and 8% strongly disagree. Among 52% respondents 

agree with question due to reasonable price for store brands. 

 

30%

52%

10%
4%

8%

Strongly Agree Agree Neither Agree
nor Disagree

Disagree Strongly
disagree
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3. Store brands have same or better taste as that of manufacturing brands? 

Table 5.10: 

 

 

 

% of respondents 

Interpretation: It has been observed from the above table that of total respondents 32% 

respondents Strongly Agree, 34% Agree, 14% Neither Agree nor Disagree, 4% Disagree and 

16% Strongly Disagree. 34% respondents agree with this statement as that of store products have 

same taste compare to manufacturing brands especially in food items. 

32%
34%

14%

4%

16%

Strongly Agree Agree Neither Agree
nor Disagree

Disagree Strongly
disagree

S.no Particulars 
Number of 

Respondents 

Percentage of 

Respondents 

1 Strongly Agree 16 32% 

2 Agree 17 34% 

3 
Neither Agree or 

Disagree 
7 14% 

4 Disagree 2 4% 

5 Strongly disagree 8 16% 

TOTAL 50 100% 
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4. Consumer prefers store brands because of the variants available in food 

and Grocery items? 

Table: 5.11 

S.no Particulars 
Number of 

Respondents 

Percentage of 

Respondents 

1 Strongly Agree 11 22% 

2 Agree 18 36% 

3 
Neither Agree or 

Disagree 
13 26% 

4 Disagree 2 4% 

5 Strongly disagree 6 12% 

TOTAL 50 100% 

 

 

 

% of respondents 

Interpretation: It has been observed from the above table that of the total respondents 22% 

are Strongly agree, 36% Agree, 26% Neither agree nor Disagree, 4% Disagree  and Strongly 

Disagree 12%. Majority of the respondents agree that they prefer store brands available in food 

and grocery items due to basic essentials. 

22%

36%

26%

4%

12%

Strongly Agree Agree Neither Agree
nor Disagree

Disagree Strongly
disagree
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5. Store brands are available in the required product/ items? 

Table: 5.12 

S.no Particulars 
Number of 

Respondents 

Percentage of 

Respondents 

1 Strongly Agree 18 36% 

2 Agree 18 36% 

3 
Neither Agree or 

Disagree 
6 12% 

4 Disagree 4 8% 

5 Strongly disagree 4 8% 

TOTAL 50 100% 

 

 

% of respondents 

Interpretation: It has been observed from the above table that of the total respondents 36% 

are Strongly agree, 36% Agree, 10% Neither agree nor Disagree, 8% Disagree and Strongly 

Disagree 8%. Majority of the respondents strongly agree that store brands are available in 

required items like food, grocery, apparels, electronic appliances etc., 

36% 36%

12%

8% 8%

Strongly Agree Agree Neither Agree
nor Disagree

Disagree Strongly
disagree



 

 
57 

 

Price related factors 

1. Store brands are priced low compared to manufactured brands? 

Table: 5.13 

S.no Particulars 
Number of 

Respondents 

Percentage of 

Respondents 

1 Strongly Agree 13 26% 

2 Agree 17 34% 

3 
Neither Agree or 

Disagree 
18 36% 

4 Disagree 5 10% 

5 Strongly disagree 5 10% 

TOTAL 50 100% 

 

 

% of respondents 

Interpretation:  It has been observed from the above table that of the total respondents 26% 

are Strongly agree, 34% Agree, 36% Neither agree nor Disagree, 10% Disagree and Strongly 

Disagree 10%. 

 

26%

34%
36%

10% 10%

Strongly Agree Agree Neither Agree
nor Disagree

Disagree Strongly
disagree
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2. Do price discounts of store brands is a key reason for their purchase? 

Table: 5.14 

S.no Particulars 
Number of 

Respondents 

Percentage of 

Respondents 

1 Strongly Agree 9 18% 

2 Agree 15 30% 

3 
Neither Agree or 

Disagree 
10 20% 

4 Disagree 8 16% 

5 Strongly disagree 7 14% 

TOTAL 50 100% 

 

 

% of respondents 

 

 

Interpretation: It has been observed from the above table that of the total respondents 18% 

are Strongly agree, 30% Agree, 20% Neither agree nor Disagree, 16% Disagree and Strongly 

Disagree 14%. Majority of the respondents agree that they prefer store brands due to price 

discounts for store brands influence the purchasing behavior. 

18%

30%

20%
16% 14%

Strongly Agree Agree Neither Agree
nor Disagree

Disagree Strongly
disagree
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3. Store brands offer value for money compared to manufacturer’s brands? 

Table: 5.15  

S.no Particulars 
Number of 

Respondents 

Percentage of 

Respondents 

1 Strongly Agree 10 20% 

2 Agree 27 54% 

3 
Neither Agree or 

Disagree 
8 16% 

4 Disagree 2 4% 

5 Strongly disagree 3 6% 

TOTAL 50 100% 

                  

 

                      

% of respondents 

Interpretation: It has been observed from the above table that of the total respondents 20% 

are Strongly agree, 54% Agree, 16% Neither agree nor Disagree, 4% Disagree and Strongly 

Disagree 6%. Among 54% of the respondents agree with this question due to qualitative products 

available in store brands. 

 

20%

54%

16%

4% 6%

Strongly Agree Agree Neither Agree
nor Disagree

Disagree Strongly
disagree
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Packaging related factors 

1. Store brands have attractive packaging? 

Table: 5.16 

S.no Particulars 
Number of 

Respondents 

Percentage of 

Respondents 

1 Strongly Agree 9 18% 

2 Agree 10 20% 

3 
Neither Agree or 

Disagree 
17 34% 

4 Disagree 4 8% 

5 Strongly disagree 9 18% 

TOTAL 50 100% 

                  

 

                      

% of respondents 

Interpretation: It has been observed from the above table that of the total respondents 18% 

are Strongly agree, 20% Agree, 34% Neither agree nor Disagree, 8% Disagree and Strongly 

Disagree 18%. 

18% 20%

34%

8%

18%

Strongly Agree Agree Neither Agree
nor Disagree

Disagree Strongly
disagree
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2. Labeling of Store brands are as good as manufacturing brands? 

Table: 5.17 

S.no Particulars 
Number of 

Respondents 

Percentage of 

Respondents 

1 Strongly Agree 6 12% 

2 Agree 10 20% 

3 
Neither Agree or 

Disagree 
10 20% 

4 Disagree 12 24% 

5 Strongly disagree 4 8% 

TOTAL 50 100% 

                  

 

                      

% of respondents 

Interpretation: It has been observed from the above table that of the total respondents 12% 

are Strongly agree, 20% Agree, 20% Neither agree nor Disagree, 24% Disagree and Strongly 

Disagree 8%. 

12%

20% 20%

24%

8%

Strongly Agree Agree Neither Agree
nor Disagree

Disagree Strongly
disagree
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3. Packaging can influence quality perception in purchasing store brand Food 

and Grocery items? 

Table: 5.18 

S.no Particulars 
Number of 

Respondents 

Percentage of 

Respondents 

1 Strongly Agree 7 14% 

2 Agree 14 28% 

3 
Neither Agree nor 

Disagree 
16 32% 

4 Disagree 8 16% 

5 Strongly disagree 5 10% 

TOTAL 50 100% 

                  

 

                      

% of respondents 

Interpretation: It has been observed from the above table that of the total respondents 14% 

are Strongly agree, 28% Agree, 32% Neither agree nor Disagree, 16% Disagree and Strongly 

Disagree 10%. 

14%

28%

32%

16%

10%

Strongly Agree Agree Neither Agree
nor Disagree

Disagree Strongly
disagree
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4. Store brands are available required quantity package (100gms, 250gms, 1/2 

kg, 1kg etc.)? 

Table: 5.19 

S.no Particulars 
Number of 

Respondents 

Percentage of 

Respondents 

1 Strongly Agree 9 18% 

2 Agree 14 28% 

3 
Neither Agree nor 

Disagree 
16 32% 

4 Disagree 8 16% 

5 Strongly disagree 3 6% 

TOTAL 50 100% 

                  

 

                      

% of respondents 

Interpretation: It has been observed from the above table that of the total respondents 18% 

are Strongly agree, 28% Agree, 32% Neither agree nor Disagree, 16% Disagree and Strongly 

Disagree 6%. 

18%

28%
32%

16%

6%

Strongly Agree Agree Neither Agree
nor Disagree

Disagree Strongly
disagree
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Product display and store image related factors 

1. Store image influence purchase of store brands? 

Table: 5.20 

S.no Particulars 
Number of 

Respondents 

Percentage of 

Respondents 

1 Strongly Agree 28 56% 

2 Agree 12 24% 

3 
Neither Agree nor 

Disagree 
5 10% 

4 Disagree 3 6% 

5 Strongly disagree 2 4% 

TOTAL 50 100% 

                  

 

                     

 

% of respondents 

 

Interpretation: It has been observed from the above table that of the total respondents 56% 

are Strongly agree, 24% Agree, 10% Neither agree nor Disagree, 6% Disagree and Strongly 

Disagree 4%. Among 56% of the respondents strongly agree that they purchase store brands due 

to the image of the store influence the purchasing behavior. 

56%

24%

10%
6% 4%

Strongly Agree Agree Neither Agree nor Disagree Disagree Strongly disagree
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2. Store layout can be used to trigger the sales of store brands? 

Table: 5.21 

S.no Particulars 
Number of 

Respondents 

Percentage of 

Respondents 

1 Strongly Agree 8 16% 

2 Agree 20 40% 

3 
Neither Agree nor 

Disagree 
12 24% 

4 Disagree 8 16% 

5 Strongly disagree 2 4% 

TOTAL 50 100% 

                  

 

                      

% of respondents 

 

Interpretation: It has been observed from the above table that of the total respondents 16% 

are Strongly agree, 40% Agree, 24% Neither agree nor Disagree, 16% Disagree and Strongly 

Disagree 4%. Majority of the respondents agree that visual display of the store brands influence 

the purchasing behavior. 

16%

40%

24%
16%

4%

Strongly Agree Agree Neither Agree
nor Disagree

Disagree Strongly
disagree
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3. Size of the store has significant impact on the sale of store brands? 

Table: 5.22 

S.no Particulars 
Number of 

Respondents 

Percentage of 

Respondents 

1 Strongly Agree 14 28% 

2 Agree 16 32% 

3 
Neither Agree nor 

Disagree 
8 16% 

4 Disagree 8 16% 

5 Strongly disagree 4 8% 

TOTAL 50 100% 

                  

 

 

% of respondents 

 

Interpretation: It has been observed from the above table that of the total respondents 28% 

are Strongly agree, 32% Agree, 16% Neither agree nor Disagree, 16% Disagree and Strongly 

Disagree 8%. Majority of the respondents agree that the size of the store impact the sale of store 

brands due to assortment of items. 

28%

32%

16% 16%

8%

Strongly Agree Agree Neither Agree
nor Disagree

Disagree Strongly disagree
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4.  Location of the store has significant influence on store brand purchases? 

Table: 5.23 

S.no Particulars 
Number of 

Respondents 

Percentage of 

Respondents 

1 Strongly Agree 10 20% 

2 Agree 17 34% 

3 
Neither Agree nor 

Disagree 
9 18% 

4 Disagree 14 28% 

5 Strongly disagree 1 2% 

TOTAL 50 100% 

                  

 

 

% of respondents 

 

Interpretation: It has been observed from the above table that of the total respondents 20% 

are Strongly agree, 34% Agree, 18% Neither agree nor Disagree, 28% Disagree and Strongly 

Disagree 2%. Majority of the respondents agree as well as disagree with this question due to 

different locations. 

20%

34%

18%

28%

2%

Strongly Agree Agree Neither Agree
nor Disagree

Disagree Strongly disagree
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5. Store ambience helps to promote the sale of store brands? 

Table: 5.24 

S.no Particulars 
Number of 

Respondents 

Percentage of 

Respondents 

1 Strongly Agree 10 20% 

2 Agree 13 26% 

3 
Neither Agree nor 

Disagree 
9 18% 

4 Disagree 11 22% 

5 Strongly disagree 7 14% 

TOTAL 50 100% 

                  

 

 

% of respondents 

 

Interpretation: It has been observed from the above table that of the total respondents 20% 

are Strongly agree, 26% Agree, 18% Neither agree nor Disagree, 22% Disagree and Strongly 

Disagree 14%. Majority of the respondents agree as well as disagree with this question due to 

their different perceptions. 

20%

26%

18%

22%

14%

Strongly Agree Agree Neither Agree
nor Disagree

Disagree Strongly
disagree
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Chapter – 6 

Findings and Suggestions 

Findings of the Study: 

1. The dominant gender among the consumers is female and most of them are married. 

2. Most of the consumers of organized retail outlets of Vijayawada fall into undergraduate 

category and are home makers. 

3. It is observed that mostly adults visit organized retail outlets in Vijayawada who are in 

the salary range of Rs.20000-40000. 

4. It is observed that 50% respondents visit organized retail outlets monthly once and 52% 

agree that store brands are for people who prefer to buy low priced products. 

5. To identify that 64% customers strongly agree that product variety is a motivational 

factor in the purchase of store brands and 17% agrees that store brands have same taste as 

compared to national brands. 

6. It is observed that 36% of the consumers are of the opinion that they prefer store brands 

because of varieties available in food and grocery items and 36% respondents agree that 

store brands are available in the required products/items. 

7. To identify that store brands are priced low compared to national brands and 30% 

customers agree that price discounts is a key reason for purchasing store brands. 

8. It is observed that 54% customers agree that store brands have attractive packaging and 

54% disagree with the statement that labeling of store brands are as good as national 

brands. 

9. It is observed that 40% are of the opinion that coupons help them to get repeated sales for 

store brands. 

10.  To identify that 32% customers neither agree nor disagree with the statement that 

packaging can influence quality perception in purchasing store brands food and grocery 

items. 

11. It is observed that 32% customers neither agree nor disagree with the statement that store 

brands are available in required quantity packages. 
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12. To identify that 56% customers strongly agree with the statement that store image plays a 

vital role in influencing them to purchase store brands. 

13. It is observed that 40% customers are of the opinion that store layout can be used to 

trigger the sales of store brands. 

14. To identify that 32% customers are of the opinion that size of the store has significant 

impact on the sale of store brands. 

15. It is observed that 34% customers said that location of the store has significant influence 

on store brand purchases. 

16. To identify that 32% customers are of the opinion that display/visibility influences the 

purchase of store brands and 26% customers opinion that store ambience helps to 

promote the sale of store brands.  
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Suggestions to Develop Store Brands: 

1. Product quality is of prime importance and the consumers look towards store brands for 

the quality, in this regard can emphasis “Store Brands” quality in this communication 

mix. 

2. The retailers should promote their store brands, especially at the selling points, in order to 

create awareness. 

3. Proper placement of store brands in the store and on the shelves is quite important for 

drawing the attention of consumers. 

4. As the majority of the respondents belong to the younger generation (under graduate 

category) so organized retailers are suggested to make sure that there is an availability of 

store brand products fit to this segment at reasonable price. 

5. The organized retailers have to take effective steps to improve other services like home 

delivery, to cater to the needs of the consumer. 

6. The special promotional activities should be there on weekdays so as to gather rush on 

weekdays, and to avoid the chaos and confusion on the weekends.  
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CONCLUSION: 

Private labels are a quite attractive proposition because they create a win-win situation 

for both the customer and retailer. Lower prices and higher margins are preferable in 

these stores. Quality is also comparable to that of national brands. Store image affect 

private label brand perception and the brand awareness perceived quality, service level, 

store layout, price discounts, shelf display etc., affect the consumer perception of private 

labels. Growth in specific private label segments like food and apparel segments are 

growing at a faster rate due to customer choices. If private labels will come with some 

exclusiveness then chances of growth is more. 
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Appendix 

 

Questionnaire 

 

 

Dear Customer, 

                   

                 Please give your valuable information for the study on “Determinants of 

Buying Store Brands in Organized Food, FMCG, Electronics and Groceries Retail”. 

Please complete all parts of this questionnaire in accordance with your experience. We 

assure you that the information provided will be kept highly confidential and will be used 

for academic purpose only. Thank you in advance for your kind cooperation. 

 

Yours Sincerely,  

Name : …………………………………. 

Age : …….. 

Gender :           a) Male (  )          b) Female (  ) 

Marital Status: a) Married (  )     b) Unmarried (  ) 

Educational Qualifications: 

a) Up to Primary Schooling (  )     b) Diploma\Inter  (  ) 

c) Under Graduate\Degree   (  )     d) Post Graduate  (  )     

e) Illiterate (  ) 

           Occupation :  

a) Salaried Employee  (  ) 

b) Business  (  ) 

c)  Professional  (  ) 

d) Home Maker  (  ) 

e) Student   (  ) 



 

 
75 

 

        Family Size :     a) Children ( Less than 14 Years ): ……      b) Adults: …… 

        Family Income-Monthly: 

a) Less than Rs.10,000 (  ) 

b) Rs.10,000-20,000     (  ) 

c) Rs.20,000-30,000     (  ) 

d) Rs.30,000-40,000     (  ) 

e) Above Rs.40,000      (  ) 

 

          Frequency of shopping in General: 

a) More than once in a week  (  ) 

b) Weekly once (  ) 

c) Fortnightly ( 15 days ) once  (  )  

d) Monthly once  (  ) 

e) Indefinite/Not Sure  (  ) 
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Please give your responses for the following factors as 

A = Strongly Agree; B = Agree; C = Neither Agree nor Disagree; D = Disagree; E = Strongly 

Disagree 

Product and Quality Related Factors Determining Purchase of Store Brands  

Product and Quality Related Factors A B C D E 

Product wide range/variety is a motivational factor in purchase of 

store brands 

     

Store brands are for people who want low priced products      

Store brands have same or better taste as that of Manufacturer 

Brands 

     

Consumers prefer store brands because of the variants available in 

Food and Grocery items 

     

Store brands are available in the required product/items      

Store brands have same quality and value as that of Manufacturer 

Brands 

     

 

Price Related Factors Determining Purchase of Store Brands 

Price Related Factors A B C D E 

Store brands are priced low compared to Manufacturer Brands      

Price discounts of store brands is a key reason for their purchase      

Store brands offer better value for money compared to 

Manufacturer Brands 

     

Coupons helps to get repeated sales for store brands      
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Packaging Related Factors Determining Purchase of Store Brands 

Packaging Related Factors A B C D E 

Store brands have attractive packaging      

Labeling of store brands are as good as Manufacturer Brands      

Packaging can influence quality perceptions in purchasing store brand 

Food and Grocery items 
     

Store brands are available in required quantity packages ( like 100gm, 

250gm, 500gm, 1kg etc., ) 

     

 

Product Display and Store Image Related Factors Determining Purchase of                     

Store Brands 

Product Display and Store Image Related Factors A B C D E 

Store image influence purchase of Store Brands      

Store Layout can be used to trigger the sales of Store Brands      

Size of the store has significant impact on the sale of store brand 

purchase 

     

Location of the store has significant influence on store brand 

purchase 

     

Store ambience helps to promote the sale of Store Brands      

Consumers prefer to purchase store brands because they are kept at 

their eye level 

     

Display/Visibility also influence the purchase of Store Brands      
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Please Provide Your Suggestions:  

………………………………………………………………………………………

………………………………………………………………………………………

………………………………………………………………….................................

............................................................................................................................. ........ 

Thank You 
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INTRODUCTION 
 

Firms create manufacturing capacities for production of goods some provide services 

to consumers. They sell their goods or services to earn profit. They raise funds to acquire 

manufacturing and other facilities. Thus, the three most important activities of a business firm 

are; finance, production and marketing. A firm secures whatever capital it needs and employees 

it (finance activity) in activities which generate returns on invested capital and marketing 

activities. 

FUNCTIONS OF FINANCIAL MANAGEMENT: 
 

The financial functions can be divided into four broad categories: 

 
1. Investment decisions. 

 
2. Financing decisions. 

 
3. Dividend decisions. 

 
4. Liquidity decisions. 

 
1. Investment decision 

 
Investment decision or capital budgeting involves the decision of allocation of capital 

or commitment of funds to long-term assets, which would yield, benefits in future. It’s one very 

significant aspect is the task of measuring the prospective profitability of new investments. 

Future benefits are difficult to measure and cannot be predicted with certainty. 

2. Financing decision: 
 

Financing decision is the second important function to be performed by the financial 

manager. Broadly, he must decide when, where and how to acquire funds to meet the firm’s 

investment needs. The central issue before him is to determine the proportion of equity and 

debt. The mix of debt and equity is known as the firm’s capital structure. The firm’s capital 

structure is considered to be optimum when the market value of shares is maximized. 
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3. Dividend decision: 
 

Dividend decision is the third major financial decision. The financial manager must 

decide whether the firm should distribute a portion and retain the balance. Like the debt policy, 

the dividend policy should be determined in terms of impact on the shareholder’s value. The 

optimum dividend policy is one, which maximizes the market value of the firm’s shares. 

4. Liquidity decision: 
 

Current assets management, which affects a firm’s liquidity, is an important finance 

function. Current assets should be managed efficiently for safe guarding the firm against the 

dangers of liquidity and insolvency. Investment in current assets affects firm’s profitability, 

liquidity and insolvency. Investment in current assets affects firm’s profitability, liquidity and 

risk. A conflict exists between profitability and liquidity while managing current assets. 

Financial analysis is the process of identifying the financial strengths and weaknesses 

of the firm. It is done by establishing relationships between the items of financial statements 

viz., balance sheet and profit and loss account. Financial analysis can be undertaken by 

management of the firm or by parties outside the firm viz., owner’s creditors, investors and 

others. 

Types of analysis: 
 

1. Vertical analysis 
 

2. horizontal analysis 
 

Method of analysis:- 
 

Now the financial analyst may use one or multiple methods of financial analysis are: 
 

i. Comparative statements. 
 

ii. Common size statements. 
 

iii. Trend analysis. 
 

iv. Ratio analysis. 
 

v. Funds flow analysis. 
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vi. Cash flow analysis. 
 

vii. Cost-volume-profit analysis (cup analysis). 

 
As a view of my project is depends on “Funds flow statement analysis” so, I 

focus on this analysis. 

 
 

Funds Flow Analysis 
 

Definition: 

It is a Statement summarizing significant financial changes which have 

occurred between the beginning and the end of the company’s accounting period. 
 
 

 
Concept of Funds Flow analysis: 

 Indicates Changes in Financial Condition. 

 Difference from balance sheet and income statement. 

 Supplementary to the above statements and not a substitute. 

 Summarizes events taking place between two accounting periods. 
 
 

Significance of funds flow analysis: 

 Helps shareholders, creditors and other to evaluate the uses of funds by the enterprise 

 Assists in analysis of past trends and thus aid future expansion decisions 

  Helps finance managers in identification of problems, enabling detailed analysis and 

immediate action 

 
 

Uses of funds Flow: 

 Guides the management in deciding abut the dividend and retention policies 

 Planning for long term purposes is enabled 

 It facilitates allocation of resources and funds 

 It also indicates the sources from which the company has obtained its funds 

 Factors resulting in change in working capital may also be ascertained 
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Types of preparation of funds flow statement 
 

funds flow statement: 

 Cash flow approacha 

 Total resources approach 

 Working capital approach 
 
 

Cash flow approach: 
 

 According to this method, the word funds is synonymous with cash 

 Through this association, the funds flow statement turns into the receipts and payment 

account 

 To prepare funds statement on cash basis, al balance sheet changes taken place must 

be classified into either changes that increase cash or changes that decrease cash 

 All these changes must be classified from the income statement and surplus statement. 
 
 
 

Total resources approach: 

 Here funds represents, total assets or resources of the enterprise. 

 All changes that result in increase or decrease in assets and liabilities are shown 

 To prepare funds statement on total resource basis, all balance sheet changes taken 

place must be classified into either inflow or outflow of funds 

 Inflow of funds consists earnings of the company, contribution of additional funds, 

increase in liabilities and decrease in assets 

 Outflow of funds consists of net losses, decrease in liabilities, decrease in capital 

funds and increase in assets 
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Working capital approach: 

 In his method, funds are equivalent to the net working capital (current assets minus 

current liabilities). 

 The prime objective of this approach is to show movement of funds through working 

capital and shed light on the factors contributing to such movements 

 Two statements are prepared in this concept 

 The first one is the schedule of working capital in which changes in net working 

capital are recorded 

 The second statement is the funds flow statement in which the factors responsible for 

these variances in working capital are shown 

 
 

• Funds Flow 

By Funds flow (in accounting and financial management) we mean the flow in 

relation to the various items that form part of the Fund Area in a Balance Sheet. The Funds 

Flow explains how the values changed from the initial figure to the final figure between the 

two balance sheet dates. Flow is between two points and the two points in a Funds Flow 

Analysis are the beginning and the ending dates as indicated by the two balance sheets. 

 
 
 

» Inflow (Or) Source of Fund 

Where the change in the value of a Fund Account (Asset or Liability) results 

in the availability of additional funds we say there is an inflow of fund and the change forms 

the source of fund. The source of fund is an explanation for how we are getting the funds. 

 
Thus, the following would result in an inflow of funds 

 
 An Increase in the value of a Fund Liability 

 Equity Share Capital 

 Debentures 

 Preference Share Capital 

 Long Term Loans 

 Reserves 

 Accumulated Profits 
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 A Decrease in the value of a Fund Asset 

 Fixed Assets 

 Accumulated Losses 

 
» Outflow (Or) Application of Fund 

Where the change in the value of a Fund Account (Asset or Liability) 

results in the reduction of available funds, we say there is an outflow of fund and the change 

forms the application of fund. The application of fund is an explanation for how we are using 

the funds. 

 
Thus, the following would result in an inflow of funds 

 
 An Increase in the value of a Fund Asset 

 Fixed Assets 

 Accumulated Losses 

 A Decrease in the value of a Fund Liability 

 Equity Share Capital 

 Debentures 

 Preference Share Capital 

 Long Term Loans 

 Reserves 

 Accumulated Prof its 
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NEED FOR THE STYDY 
 

The main need of the study is to analyses the financial information of the Madhi Lakshmaiah 

& Co. Ltd. 

1. To find out the liquidity or short term solvency of the Maddi Lakshmaiah &Co. Ltd. 
 

2. To know the different types of funds flow analysis and how it show impact on different 

organizations. 

3. To allow the relationship among various aspects in such a way that it allows drawing 

conclusion about the performance, strength and to find out the liquidity or short term 

solvency of the weaknesses of the company. 

4. To know the short term servicing ability of the company. 
 
 
 
 
 
 

OBJECTIVES OF THE STUDY 
 
         The following objectives have been formulated to make in the study. 

 To assess the Working Capital position of the company. 
 To identify sources and uses of the funds of the company. 
 To examine the sources and applications of the funds through cash basis. 
 To evaluate the reason for changes in working capital of the company. 

To offer suggestions for improvement of financial position of Madhi Lakshmaiha& Co LTD 
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METHODOLOGY OF THE STUDY: 
 

Methodology is scientific and systematic search for pertinent information on specific 

topic. The reliability of management decision depends upon the quality of data. Basically we 

have two types of data. These are primary data and secondary data. 

Primary data: 
 

Primary data can be collected either through experience or through survey. That which 

is collected a fresh and for the first time and thus happens to be original in character is called 

primary data. Primary data can be collected in the following ways. 

 By observation. 
 

 Through personal interview. 
 

 Through telephone interviews. 
 
 
 

Secondary data: 
 

Secondary data means data that is already available which was collected and analyzed 

by someone else and which have already been passed through the statistical process. Secondary 

data may either be published data or unpublished. 
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LIMITATIONS OF THE STUDY: 

 
While the study is undertaken about the financial analysis of the Maddi Lakshmaiah & 

Co. Ltd the following limitations were encountered. 

1. Due to shortage of time the overall analysis of the financial information of Maddi 

Lakshmaiah & Co. Ltd. became difficult. 

2. Since the current year was not completed it was not possible to compare the current 

year information with the previous information. 

3. Some of the information was with registered office of the company due to some 

statutory requirements so it became difficult to get the overall information of the 

company. 

4. Since we are new to the company, company refused to provide its financial information. 
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CHAPTER-II 

INDUSTRY 

PROFILE 

HISTORY: 
 

Tobacco is a plant that grows natively in north and South America. It is in the same 

family as the potato, pepper and the poisonous nightshade, a very dead plant. The seed of a 

tobacco plant is very small. A ‘1’ ounce sample contains about 300,000 seeds. 

It is believed that tobacco began growing in the America about 6,000 B.C. As early as 

‘1’ B.C., American Indians began using tobacco in many different ways, such as in religious 

and medicinal practices. Tobacco was believed to be a cure-all, and was used to dress wounds, 

as well as a pain killer. Chewing tobacco was believed to relieve the pain of a toothache. 

Soon after, sailors brought tobacco back to Europe, and the plant was being grown all 

over Europe. The major reason for tobacco’s growing popularity in Europe was its supposed 

healing properties. Europeans believed that tobacco could cure almost anything, from bad 

breath to cancer. 

In 1571, a Spanish doctor named Nicolas Monardes wrote a book about the history of 

medicinal plants of the new world. In this he claimed that tobacco could cure 36 health 

problems. 

In 1588, a Virginian named Thomas Harriet promoted smoking tobacco as a viable way 

to get one’s daily dose of tobacco. Unfortunately, he died of nose cancer (because it was 

popular then to breathe the smoke out through the nose). 

During the 1600’s, tobacco was so popular that it was frequently used as money! 

Tobacco was literally “as good as gold!” This was also a time when some of the dangerous 

effects of smoking tobacco were being realised by some individuals. In 1610 sir Francis Bacon 

noted that trying to quit the bad habit was really hard. 
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GROWTH: 
 

In 1776, during the American revolutionary war, tobacco helped finance the revolution 

by serving as collateral for loans the Americans borrowed from France! Over the years, more 

and more scientists began to understand the chemical in tobacco, as well as the dangerous 

health effects smoking produces. 

In 1826, the pure form of nicotine was finally discovered. Soon after, scientists 

concluded that nicotine was dangerous poison. 

In 1836, New Englander Samuel Green stated that tobacco was an insecticide, a poison, 

and can kill a man. 

In 1847, the famous Phillip Morris was established, selling hand rolled Turkish 

cigarettes. Soon after in 1849, J. E. Liggett and Brother was established in St. Louis, Mo. (the 

company that has settled out of the big lawsuits recently). Cigarettes became popular around 

this time when soldiers brought it back to England from the Russian and Turkish soldiers. 

Cigarettes in the U.S. were mainly made from scraps left over after the production of 

other tobacco products, especially chewing tobacco. Chewing tobacco became quite popular at 

this time with the “cowboys” of the American West. 

In 1875, R. J. Reynolds Tobacco Company (better known for its Reynolds wrap 

aluminium foil) was established to produce chewing tobacco. It wasn’t until the 1900’s that the 

cigarette became the major tobacco product made and sold. Still, in 1901 3.5 billion cigarettes 

were sold, while 6 billion cigars were sold. Along with the popularity of cigarettes however, 

was a small but growing anti-tobacco campaign, with some states proposing a total ban on 

tobacco? 

In 1902, the British Phillip Morris set up a New York headquarters to market its 

cigarettes, including a now famous Marlboro brand. The demand for cigarettes grew however, 

and in 1913 R.J. Reynolds began to market a cigarette brand called Camel. 
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WAR & CIGARETTES: A DEADLY COMBO: 

 
The cigarette exploded during world war (1914-1918), where cigarettes were called the 

“soldier’s smoke”. By 1923, Camel controls 45% of the U.S. market! In 1924, Phillip Morris 

began to market Marlboro as a woman’s cigarette that is a “Mild as May”! 

To battle this, American Tobacco Company, maker of the lucky strike brand, began to 

market its cigarettes to women and gains 38% of the market. Smoking rates among female 

teenagers soon tripled during the years between 1925-1935 In 1939, American Tobacco 

Company introduced a new brand, Pall Mall, which allowed American to become the largest 

tobacco company in the U.S. 

During World War II (1939-1945), cigarette rates were at an all time high. Cigarettes 

were included in a soldier’s C-Rations (like food). Tobacco companies sent millions of 

cigarettes to the soldiers for free, and when these soldiers came home, the companies had a 

steady stream of loyal customers. During the 1950’s, more and more evidence was surfacing 

that smoking was linked to lung cancer. 

In 1952 P. Lorillard markets its Kent brand with the ’Micronite’ filter, which contained 

asbestos! This was fortunately discontinued in 1956. In 1953, Dr. Ernst L.Wynders found that 

putting cigarette tar on the backs of mice causes tumors! In 1954, RJ Reynolds introduced the 

Salem brand, which was the first filter-tipped menthol cigarette. 

 
 

HEALTH HAZARDS REVEALED: 
 

In 1964, the Surgeon General’s Report on “Smoking and Health” came out. This report 

assisted in allowing the government to regulate the advertisement and sales of cigarettes. The 

1960’s in general was a time when much of health hazards of smoking were reported. 

In 1965, television cigarette ads were taken off the air in Great Britain. In 1966, those 

health warnings on cigarette packs began propping up. In 1968, Bravo, a non-tobacco cigarette 

brand was marketed made primarily of Lettuce, it failed miserably! 

 
 

Because of the negative press about tobacco, the major tobacco companies began to 

diversify their products. Phillip Morris began to buy into the Miller Brewing company, makers 
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of Miller Beer, Miller Lite, and Red Dog Beer. RJ Reynolds Tobacco Company drops the 

“Tobacco Company” in its name, and becomes RJ Reynolds industries. 

It also began to buy into other products, such as aluminium American Tobacco 

Company also drops “Tobacco” from its name, becoming American Brands, Inc. In 1971, 

television ads for cigarettes are finally taken off the air in the U.S. cigarettes, however, were 

still the most heavily advertised product second to automobiles. In 1977, the first national great 

American Smoke out took place. 

In 1979, the surgeon general reported on the health consequences of smoking for 

women. This is in light to the increasing number of women who were taking up the bad habit. 

Some attribute is to slick and campaign of the Virginia Slims brand, “you’ve come a long way 

baby”. 

THE RECENT PAST: 
 

During the 1980’s there were many lawsuits filed against the tobacco industry because 

of the harmful effects of its products. Smoking became politically incorrect, with more public 

places forbidding smoking. In 1982, the surgeon general reported that second hand smoke may 

cause lung cancer. Smoking in pubic areas was soon restricted, especially at the work place. In 

1985, lung cancer became the No.1 killer of women, beating out breast cancer! Phillip Morris 

continued to diversify into other products, buying into General Foods Corporation and Kraft 

Inc in 1985. R. Reynolds also diversified, buying Nabisco and becoming RJR / Nabisco. 

In 1987, congress banned smoking on all domestic flights lasting less than 2 hours. In 

1990, smoking is banned, except to Alaska and Hawaii. In 1990, Ben & Jerry’s (of ice cream 

fame) boycotts RJR / Nabisco, and dropped Oreos from its ice cream products. 

During the 80’s and 90’s, the tobacco started marketing heavily in areas outside the 

U.S., especially developing countries in Asia. Marlboro is considered the world’s no.1 most 

valuable brand of any product with a value over $30 billion! Over this period, there is a battle 

between Coca Cola and Marlboro as the No.1 brand in the world. 

In the recent years there is growing evidence that the tobacco industry has known all 

along that cigarettes are harmful, but continue to market and sell them. There is also evidence 

that they know that nicotine was addictive and exploited this hidden knowledge to get millions 

of people hooked on this dangerous habit! 
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Tobacco industry is an agro based industry. Tobacco is cultivated mainly in the states 

of Andhra Pradesh and Karnataka most of the tobacco is used for the manufacture of cigarettes 

and for exports. Tobacco is also grown in Tamilnadu, West Bengal, Uttar Pradesh, Gujarat, 

Madhya Pradesh, Maharashtra and Orissa also. 

However the tobacco grown in these states is of very less quality and is not used for 

manufacture of cigarettes and exports. Several varieties of tobacco such as Virginia flue cured 

,Virginia air cured light soil burley, sun cured Virginia ,nature, chewing. Tobacco, HDBRG, 

wrapper tobacco, beedi tobacco and hookah tobacco etc. are grown in India. Virginia flue cured 

is a major variety grown in India. More than 80% of Indian tobacco crop belongs to this variety. 

The tobacco cultivation exports and some other industrial activities are regulated by 

central government (ministry of commerce) through Tobacco board. Tobacco board is headed 

by I.A.S officer of senior category generally from the central government. The board consists 

of several central government officers, state government officers, political leaders, 

representatives of farmers and reputed industrialists. One of the directors of ML group is 

always representing the industrialists in the tobacco board. 

Tobacco board issues licenses to the farmers who are permitted to grow tobacco. The 

licenses regulate the cultivations area the farmers have to restrict the cultivation to the given 

area and must sell the grown tobacco through tobacco board auctions only any violation is 

an offence and is punishable. 

In Virginia flue cured variety the tobacco leaves are separated from the plant and are 

cured in tobacco barns. Tobacco barns are like a furnace where the fumes are used to cure 

the green leaves of tobacco plant. tobacco barns appear like small go downs with firing 

chambers at the bottom fixed to the walls .the green tobacco leaves of the plant will be 

arranged in the form of rows inside the barns .the temperature inside the barn will be regulated 

by means of flow of hot air through the firing chambers . 

This is simple technical process by which the green leaf exposed to hot air at high 

temperature and cooled slowly over a period of time. After the curing process, the primary leaf 

tobacco turns into lemon yellow colour, gold colour, brownish yellow colour, brown colour 

and dark brown colour. This tobacco is called katcha tobacco leaf and is ready for sale. The 

formers pack different colours as a separate grade which has a separate price in the market. 
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Tobacco must be sold only through tobacco board auction platforms under strict rules 

and regulations. Farmer or buyer is permitted to transact in tobacco board auction platforms. 

Central government has also established several tobacco research institutes for betterment of 

quality of tobacco in India. The other varieties of tobacco are not regulated by tobacco board. 

The tobacco purchased from the tobacco board auction platforms will be graded further 

wherever required. Grading is a process of manual separation of one variety of leaf from the 

other and is done mainly on the basis if colour. Each grade will generally have unique quality 

parameters. 

The graded tobacco is further processed either manually or on machines; this processing 

is called DEBUTTING and STRIPPING. Workers separate the butt of the tobacco leaf from 

the leaf. This process can also be done on machines .The machines processing is called 

THRESHING. 

After stripping/threshing, the tobacco will be further processed for stabilization of 

moisture. And this process is called “REDRYING”. In this process the tobacco first of all 

will be dried completely then it will be given steam at the required temperature. 

After re drying process the tobacco will be packed in the required packing say bale 

packing /case packing etc. The packed tobacco is ready for export. In India, the first threshing 

plant which is working uninterruptedly for the last 25/30 years an imported one by Maddi 

Lakshmaiah &co ltd. This was installed at Ganapavaram and the plant is still running at high 

efficiency levels in the country with 98% average efficiency level for the last 3 years. There 

are two plants owned by ITC which can be compared with this plant in the country. ITC uses 

their threshing plants for their own consumption. 

 
 

Tobacco industry is fetching more than Rs 9000 crores of revenue to the Central 

Government. It is providing employment to lakh of people directly and millions of people 

indirectly and is also contributing RS 1000 crores of forex reserves to the country. 

The Central Government is announcing several restrictions on advertisement and 

consumption of cigarettes in the country. Encouraging to farmers by providing subsidized 

fertilizers and by supporting through tobacco board. 
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The major players in tobacco industry in India are as under: 
 
 

 
 
Name of the company 

 
 
Occupation 

 
 
% of business in India 

 
 

 
ITC ltd 

 

Cigarette manufacturing & un 

manufactured tobacco exports 

50% 

 
 

 
VST industries ltd 

 
Cigarette manufacturing & un 

manufactured tobacco exports 

 
 
 

12% 

 
 

 
GTC industries ltd 

 

Cigarette manufacturing & un 

manufactured tobacco exports 

 
 
 

6% 

 
 
 

Godfrey Phillips India ltd 

 

Cigarette manufacturing & un 

manufactured tobacco exports 

 
 

8% 
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CHAPTER-III 
 

COMPANY PROFILE 
 

HISTORY: 
 

The highly competitive tobacco market represented tremendous growth potential to Mr. 

Maddi Lakshmaiah. Foreseeing the and for quality Indian tobacco a long term strategy was 

formulated. Right from its inception, the company adhered to international standards and made 

rapid in roads to global tobacco markets. 

A sophisticated threshing plant of international standards was commissioned in 1976 

first in Andhra Pradesh. It created a revolution in tobacco processing and led to a huge upsurge 

in demand. This led to the commissioning of two modern plants with threshers, redryers and 

other sophisticated equipment for the processing of quality tobacco. 

ML Group has taken its credo of total quality to the furthest, whether in the quality of 

process, products or working conditions for the vast workforce. The foresighted innovation of 

Sri Maddi Lakshmaiah has given the group strong edge. The personal involvement of the 

directors in all aspects of the business has resulted in high quality operational parameters. 

The company can proudly claim some of the most skilled work force and a highly 

efficient management people who have contributed significantly to the prominent position the 

company. The company has earned recognition from apex institutions and is a recognized 

leader in tobacco markets the world over. 

The quantum growth in ML Co: Spread of investment in infra structure and 

diversification into other business. 

“ML GROUP” under its umbrella, various companies have an annul turnover of Rs 

1550 million and an asset base of Rs 2000 million. A real estate development wing was setup 

to develop and lease commercial properties with working environment that rival the best 

internationally. 

The information about the establishment of the group which consists of five concerns 

as displayed on the preceding pages, let us have a look on the various concerns of ML Group 

individually: 
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ML group of companies (ML group), a pioneer in Indian un manufactured tobacco 

industry has been exporting tobacco to all over the world for the past three decades. It has 

solidified its relationship with overseas tobacco merchants& manufactures. 

Maddi Lakshmaiah & Co Ltd, was set up at Chilakaluripet, a village in Andhra Pradesh 

that produces some of the best tobacco in the country. Today it has evolved into a diversified, 

multi products conglomerate known as ML Group that is recognised world over for its 

excellence. The company processes tobacco and another agro based products that are used 

both in the country and exported to the most quality conscious world markets. 

An emphasis on total quality and dedication to the interests of its client’s world wide is 

a hallmark of ML group. The group is performing excellently well from the date of its 

incorporation and has been exporting large volume of tobacco to Russia, CIS countries, U.K, 

Europe, African countries, China, Latin American countries, Middle East countries, 

Bangladesh & Nepal etc. The group established its branches in Russia & European countries 

and has strong tie up with African and Latin American countries and especially with the 

neighbour giant China. 

The group is founded by Sri Maddi Lakshmaiah, a mechanical engineer after 15 years 

of versatile experience in tobacco industry in 1970 at Chilakaluripet , Günter dist, A.P .the 

group has 5 major concern namely; 

 Maddi Lakshmaiah & Co Ltd (MLCO) 

 ML Agro Products (MLAP) 

 K.S Subbaiah Pillai & co ltd (KSSP) 

 ML Exports (MLE) 

 Coromandal Agro Products & Oils Ltd (CAPOL) 

Expecting CAPOL which is engaged in edible oils all are engaged in tobacco industry. 

MLCO & MLAP have concentrated on processing activities where as KSSP&MLE are 

leading exporters and are recognised by government of India as export house. 

Vision: 
 

 Descriptions of some thing can organization corporate culture, business technology an 

activity in the future. 

 The company is trying to develop world class information technology building in 

Bangalore, china and Hyderabad in the coming 5 years time. 
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 The company is going for sheet tobacco plant in joint venture with on of the Indian best 

tobacco cigarette manufacturer. 

 The company is also contemplating for 100% tobacco joint venture association with 

one of the best cigarette manufacturer. 

 The company exports with second strongest country china, Russia and Germany. 

 The ambassadors are coming to Maddi Lakshmaiah Company limited in August. 

 The ambassadors of South Africa are hold up and the company is having top joint 

venture with U.K. 

Mission: 
 

A mission statement is an enduring statement of purpose that distinguishes one business 

from others similar firms. This statement identifies the scope of firms operations in product 

and market terms. 

M.L & company limited mission is to produce good quality of tobacco and get number 

one position in India in producing and exporting tobacco. 

Policies: 
 

Policies can be considered a guide to action it is desirable that persons responsible for 

implementation of policies use discretion and judgment in appraising and deciding among 

alternative courses of action. 

 The company has well defined policies for exports the quality tobacco. 

 To conduct its operation with honesty integrity and transpoarency. 

 Employment policy is formulation and adoption. 

 This company shall maintain quality leadership by providing products and services that 

completely and consistently meet the agreed. 

 Requirements of all customs and unsure fitness for use of all products there by ensuring 

total confidence to every customer. 

 Employment policy formulation and adoption. 

 Canteen, cleaning, security maintenance of good industrial relation. 

Future plans :- 
 

 The company (Maddi Lakshmaiah) for an ECB for 50 million dollars and 

development of regular trade and also infrastructure projects in India. 
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 Maddi Lakshmaiah Company is also working on joint venture basis with UK based 

Commodities Company for supply of agri products to South Asian countries. 

 The company already entered into joint venture with an US based company by name 

CARGIL for the south Indian needs. 

 They have worked for joint venture arrangements with Yugoslavian government for 

their requirement for India. 

 This for above five million dollars of investment in supply of 5000 tonnes every year. 
 
 

TURNOVER OF THE COMPANY: 
 

The turnover of ML Company for the following years of 1997-2003 is as 

follows: 
 

 
 

S NO 

 
 

NO OF YEARS 

 
 

AMOUNT IN RS IN LAKHS 

1 1994 2370 

2 1995 1693 

3 1996 488 

4 1997 2372 

5 1998 3358 

6 1999 1778 

7 2000 1000 

 

 

Profit after tax: 
 

 
 
SNO 

 
 
NO OF YEARS 

 
 
AMOUNT IN RS IN LAKHS 

1 2001 109 
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2 2002 270 

3 2003 203 

4 2004 312 

5 2005 262 

6 2006 134 

7 2007 103 

8 2008 123 

The above table represents the profit for the following years after paying all the taxes. 
 

The products of the M.L Company &their main uses: 
 

The various products of the MLCompany and their economic uses are as follows. 
 

Karnataka light soil-Mysore: 
 

This tobacco is preferred for low nicotine content, high filling capacity and suitability 

to blend well with any tobacco. 

Monsoon burley: 
 

Used in U.S. blended cigarettes 
 

Traditional burley: 
 

Used for pipe mixture, chewing plugs and hookah tobacco paste. 
 

Kurnool and Telangana (natu): 
 

Primarily used for cigarette blending and for hookah tobacco paste making. 
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Eluru (natu tobacco): 
 
Mainly used for cheroots, snuff pipe tobacco, cigarette blending and for hookah paste making. 

 

Oriental: Used for cigarette blending. 
 

Century fire cured tobacco: 
 

Used in pipe mixtures and hookah tobacco paste Bidi tobacco: 
 

Used in the manufacture of bidis, a hand rolled smoking products made by wrapping 

tobacco with natured bony leaves. 

Cigar wrapper tobacco: 
 

Mainly used for wrapping the cigars. 
 

Cigar filler tobacco: 
 

Mainly used in the manufacture of cigars &exported to some countries for use in hookah 

tobacco paste. 

Cheroot tobacco: 
 

Used for the manufacture of cheroots and hookah tobacco paste. 
 

Lanka tobacco: Used for the manufacture of cigars & cheroots 

 
Tamilnadu: Used for chewing & cheroot. 

Black Chopadia: Used as chewing 

tobacco. Red Chopadia: 

Mostly used for chewing also called lat Chopadia and Safna. The export packing ranges 

from 250gms-1000gms and is available in bales of up to 100kg. 

Rustic tobacco: Used as chewing tobacco, hookah tobacco for tobacco sheet making, for 

kreteks in Indonesia, pipe mixers& cigarette blending to some extent 

Motihari: Used in manufacture of various tobacco products such as chewing tobacco, 

hookah paste, bidis etc.. 
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Black soil (traditional): Blends well with any tobacco. 

 
Northern light soil (nls): 

 
This tobacco is flavoured to semi flavoured with excellent ageing properties. 

 
Objectives of the company: 

 
 To serve the nation’s vital interest in the tobacco related sectors. 

 To earn a reasonable return on investment. 

 To work towards achievement of self reliance in the field of tobacco, threshing 

formulation& distribution system. 

 To create strong research& development in the field of tobacco and stimulate 

R&D of exports. 

 To maximise utilisation of the existing facilities in order to improve efficient 

and increased productivity. 

 To import training, conduct seminars, workshops and educational courses on 

computers, computer maintenance software development and software exports 

and to develop and design software in India. 

 Abroad and to start software technology part in India or abroad and to offer 

relationship management solutions for individuals and organisations both 

individually and through strategic alliances with others companies. 

 To employ experts to investigate and examine into the conditions, prospects, 

value character and circumstance of any business concern and undertaking and 

generally of any assets property or right. 

 To carry on all kinds of agency business. 

 To carry on business as merchants in all kinds of goods. 

 
 
 

BOARD OF DIRECTORS: 
 

Managing Director :  Sri Maddi Lakshmaiah 

Director  : Sri Maddi Seetha Devi 

Director : Sri Maddi Venkateswara Rao (M.B.A in USA) 
 

Director : Sri Maddi Ramesh 
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Excutive Director : Sri Mallavarapu Rama Mohana Rao 

Excutive Director : Sri Meaden Sekhar 

MANAGEMENT TEAM: 

Managing Director : M. Venkateswara Rao 

Director : M. Lakshmaiah 

General Director  : M. Rama Mohana Rao 

Personnel Manager : B. Babu Rao 

Leaf Manager : M. Rama Mohana Rao 

Finance Manager  : M. Shekhar 

Export Manager  : M. Shekhar 

Production Manager : K.S. Rami Reddy 

Circle Manager  : Anji Babu 

Factory coordinator : P. Subba Rao 
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ORGANIZATION STRUCTURE: 
 

The company (ML Company) is under the complete administrative control of the managing 

director and he is reported by the director and he is reported by general manager.The General 

Manager (ML Company) is assisted by five General 

Managers. 
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CHAPTER-IV 

THEORETICAL FRAMEWORK 

FUNDS FLOW ANALYSIS 
 

Introduction 
 

Significant technique of financial analysis is ‘Funds Flow Analysis’. It is designed to 

highlight changes in the financial conditions of a business concern between two points of time 

which generally conform to beginning and ending financial statement dates. Funds flow 

statement is also termed as a statement of sources and applications of Funds’, ‘statement of 

changes in working capital, ‘statement of changes in Financial Position’, ‘statement of Funds 

supplied and Applied’, ‘statement of Funds Generated and Expended’, ‘where got and where 

gone statement’, funds statement. 

Although financial statements supply useful information to the management and 

describe the nature of changes ownership as a result of the period’s productive and commercial 

activities, these statements fail to mirror the funds changes that have taken place over a given 

time span. They do not spell out the movements of funds. It is more important to describe the 

sources from which additional funds sere derived and the uses to which these funds were put, 

because the ultimate success of a business enterprise depends on where got and where gone 

situations. The funds flow statement is, therefore, prepared to uncover the information which 

the financial statements fail to describe clearly. 

 
 

Funds Flow Statement: 
 

The following are the definitions of funds flow statement. 
 

R.N. Anthony:"The funds flow statement describes the sources from which additional funds 

were derived and the uses to which these funds were put. 

R.A.Foulk: “A statement of sources and applications of funds is a technical devise designed to 

analysis the changes in the financial conditions of a business between two dates”. 

Bigman: “It is a statement which highlights the underlying financial movements and explains 

the changes of working capital from one point of time to another”. 
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Thus funds flow statement is a report which summarizes the events taking place 

between the two accounting periods. It spells out the sources from which funds were derived 

and the uses to which these funds were put. This statement is essentially derived from an 

analysis of the changes that have occurred in assets and liabilities items between two balances 

sheet dates. In this statements only the net changes are shows that the outcome of a transaction 

as of a series of transactions upon the financial condition of a business enterprise is reflected 

more sharply. 

 

 

Concept of Fund: 
 

The term ‘Funds’ has a variety of meanings. Some people take funds synonymous to 

cash, and to them there is a no difference between a cash Flow Statement prepared on this basis 

and a Funds Flow Statement. While others include marketable securities and cash to constitute 

business funds. However, the most common definition of the term ‘funds’ is ‘Working Capital’ 

or ‘Net current Assets’. Thus the difference between Current Assets and Current Liabilities is 

called ‘Funds’. 

 

 

Objectives of financial analysis: 
 

Analysis of financial statements may be made for a particular purpose in view. 

However, the following are generally considered to be the objectives of financial analysis. 

1. To find out the financial stability and soundness of the business enterprise. 
 

2. To assess and evaluate the earning capacity of the business 
 

3. To estimate and evaluate the fixed assets stock … etc of the concern. 

 
4. To estimate and determine the possibilities of future growth of business. 

 
5. To assess and evaluate the firm’s capacity and ability to repay short-term and long term 

loans. 
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             Parties interested in financial analysis: 

 
The analysis and interpretation of financial statements is an important accounting 

activity. The end users of business financial statements are interested these statements primarily 

as an aid to determine the financial position and the results of the operations. There are different 

parties interested in the financial analysis of these statements. But their aim and objectives of 

analysis differ significantly. The users of financial statements can be divided into two broad 

groups; (i) internal users and (ii) external users. 

 

1. Internal users: 
 

1. Financial executives: The first party interested in the financial statement analysis is the 

financial department of the company itself. This analysis helps the finance manager to have a 

deep insight into the financial condition of the enterprise. This analysis helps him in taking 

appropriate decisions from future point of view. 

I. Top management:   The top management of the concern is also interested in 

the analysis of financial statements. It helps them in reaching conclusion on the 

following. 

a) Is the firm in a position to meet its current obligations? 
 

b) What sources of long-term finance are employed by the firm? What is the 

relationship between them? Is there any danger to the solvency of the firm due to 

the employment of excessive debt? 

c) How efficiently does the firm use its assets? 
 

d) Are the earnings of the firm adequate? 
 

e) Do investors consider the firm as profitable and safe for the purpose of investing 

their money in its shares? 
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2. External users: 
 
Investors: Those who are interested in buying the shares of a company are naturally 

interested in the financial statements to know how safe the investment already made is 

and how safe the proposed investment will be. 

 
 

1. Creditors: Lenders are interested to know whether their loan, principal and interest, 

will be paid when due suppliers and other creditors and also interested to know the 

ability of the firm to pay their dues in time. 

2. Workers: In our country, workers are extitled to payment of bonus which depends on 

the size of profit earned. Hence, they would like to be satisfied that the bonus beung 

paid to them is correct. This knowledge also helps them in conducting negotations for 

wages. 

3.  Customers: They are also concerned with the stability and profitability of the 

enterprise. They may be interested in knowing the financial strength of the company to 

take further decision relating to purchase of goods. 

4. Government: Financial analysis helps governments in determining tax liability. This 

also helps government is knowing the role and status of industry in general and 

companies in particular for framing macro-economic policies. 

5. Public: The public at large is interested in the functioning of the enterprise because it 

may make a substantial contribution to the local economy in many ways including the 

number of people employed and their patronage to local supliers. 

6. Researches: The financial statements being a mirror of business conditions, is  of 

great interest to schalours undertaking research in accounting theory as well as business 

affairs and practies. 
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Useful as control device: 
 

The funds flow statement also serves as a control device in that the statement compared 

with the budgeted figures will show to what extent the funds were put to use according to plan. 

This enables the finance managers to find out deviation from the planned course of action and 

take remedial steps to correct the deviations. 

Useful to the external parties: 
 

The outside parties can have a clear knowledge about the financial policies that the 

company has persuade. In the light of the information so supplied by the statement the outsiders 

can decide whether or not to invest in the enterprise and on what terms funds have to be 

invested. The funds statement provides an insight into the financial operations of a business 

enterprise an insight immensely valuable to the finance manager in analyzing the past and 

future expansion plans of the enterprise and the import of these plans an its liquidity. He can 

detect imbalances in the issue of funds and undertake remedial actions. 

Thus, the funds statement draws the attention of finance manager to problems which 

call for detailed analysis and immediate action. In view of these funds flow statement is 

becoming more popular with management. Even some bank managers make it obligatory for 

the borrowers to furnish a funds statement along with their annual balance sheet now a days 

many Indian companies are publishing this statement in their annual reports although they are 

not obliged to do so under the companies Act. 

 
 

Limitations of financial analysis: 
 

Every coin has two sides. Same is the case with analysis of financial statement. 

Although this analysis has much significant and usefulness yet it has certain limitations. 

Financial analysis may not provide exact answers to these questions but it does indicates what 

can expected in the future. The limitations of financial analysis are given below. 

 
 

1. Historical data: Analysis of the financial statements indicates about the 

performance of the business in the preceding periods. It does not indicate the present 

position of the business. Financial statements are prepared on historian facts and not 

throw light on the current and present position of the business. 
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2. Lack of standard terminology: Accounting is not an exact science. It does not 

universally accepted terminology. Different meanings are given to a particular term. 

These are different methods of providing depreciation. Interest may be charged on 

different rates. In this way, there is sufficient possibility of manipulation and the 

financial statements have suffer. As a consequence financial analysis also proves to be 

defective. However, in the recent past the International Accounting Board is taking 

active interest and taking measures for standard sing the accounting terminology as well 

as bringing standards for bring informing in accounting system. 

3. Affects of price level changes: The results shown by financial statements may be 

misleading, if price level changes haven’t been accounted for. The ratio may improve 

with the increase in price, where as the actual efficiency may not improve. Ratios on 

the two years will not be meaningful for comparison, it the prices of commodities are 

different. Changes in price affects cost of production, sales and value of assets and as a 

consequence comparability of suffers. 

4. Non-consideration qualitative aspects: Financial analysis does not measure the 

qualitative aspects of the business. It does not show the skill, technical know how and 

the efficiency of its employees and managers. It is the qualitative measurement of the 

performence. It means that analysis of financial statements measures only one sided 

performance of the business. It completely ignores human resources. 

5. Misleading results: Results shown by financial analysis may be misleading in the 

absence of absolute data. For example, the analysis of one firm revels that the increase 

in profits form Rs.20,000 to Rs.80,000 shows that the profit has increased by four times. 

In case of another firm the analysis reveals that the profit of this firm also increased for 

Rs.100 crores to Rs.400 crores, showing four fold increase. But this analysis ignored 

the size of the firms. As such, the results may mislead. 

 
 
 
 

 

 

 



32  

Financial Statements and Funds Flow Statement: 
 

Financial statement means the profit and loss account and the balance sheet. All the 

organizations more particularly, the company from of organizations is required to present the 

annual financial statements every year. The financial statements differ with the funds flow 

statement in many ways. 

A Funds Flow Statement is a statement measuring the inflows the inflows and outflows 

of net working capital that result from any type of business activity between two dates. 

AnIncome statement in a statement measuring the inflows and outflows of net assets of 

revenue nature that result form rendering goods on services to customers between two dates. 

A Funds Flow Statements has become a useful tool in the hands of financial analyst. 

That is because the financial statements i.e., Income statement measures the flows restricted to 

transaction relating to rendering of goods and services to customers. It is not capable of any 

accurate information of the resources from operating unless the income data is converted into 

funds data. It does not depict the major financial transactions which have resulted in changes 

in Balance Sheet. 

Preparation of Funds Flow Statement: 
 

In order to prepare funds flow statement, it is necessary to find out the “Sources and 

Applications” of funds. 

Sources of Funds: 
 

1. Funds from Operations: Funds from operations is the only internal sources of funds. 

Some adjustments are to be made in calculating funds from operations to the net profit 

given in the financial statement. 

2. Calculation of funds form operations: 
 

Particulars Amount Particulars Amount 

To Depreciation 
 By Opening Balance of P&L 

A/c 

 

To General Reserve Account By Profit on fixed Assets 

To Loss on fixed asset  
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To Provision for Taxation  

To Closing Balance of P&L 

A/c 

 
By Funds from operations 

    

The following procedure is to be followed in the calculation of funds from operations. 
 

1. Start with the Net Profit given in the profit and loss account.Add the following items to 
the net profit as they do not result in outflow of funds. 

 
i. Preliminary expenses or good will etc., written off. 

 
ii. Contribution to debenture redemption funds, transfer to general reserve etc., if 

they have been deducted before arriving at the figure of net profit. 

iii. Provision for taxation and proposed dividend. These may be taken as 

appropriations of profits or current liabilities for the purposes of Funds Flow 

Statement. Tax or dividends actually paid are taken as applications to funds. 

Similarly interim dividend paid is known as an application of funds. All these 

items will be added back to net profit if already deducted, to find funds from 

operations. 

iv. Loss on sale of fixed assets. 
 
 
 

1. Deduct the following items from net profit as they do not increase the funds: 
 

i. Profit on sale of fixed assets, since the full sale proceeds are taken as a separate 

source of funds and conclusion here will result in duplication. 

ii. Profit on revaluation of fixed assets. 
 

iii. Non-operating incomes such as dividend received or accured rent. These items 

increase funds but they are not operating incomes. They will be shown under 

separate heads as “sources” of funds” in the Funds Flow Statement. 

In case the profit and loss account shows net loss this should be taken as 

an items which decrease the finds. 
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Statement of changes in working capital: 
 

The increase or decrease in working capital can be calculated by preparing the schedule 

of changes in working capital. 

Working capital represents the excess of current assets over current liabilities. Several 

items of all current assets and current liabilities are the components of working capital. In order 

to ascertain the working capital at the beginning and at the end of the period and to measure 

the increase or decrease therein it is necessary to prepare a statement or schedule of changes in 

working capital. 

Schedule of changes in working capital of the company 

for the year ended 
 

Particulars Previous 

Year(Rs.) 

Current 

Year(Rs.) 

Effect on working capital 

Increase (Rs.) Decrease(Rs.) 

Current Assets: 

Stock 

Debtors 

Cash – Bank 

Bills receivable 

Prepaid expenses 

Total (A) 
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Current liabilities: 

Creditors 

Bills payable 

Outstanding expenses 

Total (B) 

  

  

Working changes:(A-B) 

Increase/decrease in 

Working capital 

   

   

 
 

While preparing a schedule of changes in working capital it should be noted that. 
 

a. an increase in current assets increases working capital; 
 

b. a decrease in current assets decrease working capital; 
 

c. an increase in current liabilities decreases working capital; 
 

d. a decrease in current liabilities increase working capital; 
 

e. an increases in current asset and increase in current liabilities does not affect 

working capital. 

f. a decrease in fixed assets and fixed liabilities affects working capital . 
 

2. The changes in all currents assets and current liabilities are merged into one figure only 

either an increase or decrease in working capital over the period for which funds 

statements has been prepared. If the working capital at the end of the difference 

expressed as ‘increase in working capital’. On the other hand, if the working capital at 

the end of the period is less than that at the commencement, the difference is called 

decrease in working capital. 
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Current Assets: 
 

The expression ‘current assets’ denotes those assets which are continually on 

the move since they are constantly in motion, they are also known as the circulating capital of 

the business. These assets can or will be converted into cash during a complete operating cycle 

of the business. Current assets include; 

a. stock-in-trade or inventories 

b. debtors 
 

c. payments in advance or prepaid expenses 
 

d. stores 
 

e. bills receivables 
 

f. cash at bank 
 

g. cash in hand 
 

h. work in progress 

Current liabilities: 

Current liabilities are those liabilities which are to be paid in the near future, i.e., during 

a complete operating cycle of the business. Such liabilities include; 

a. Trade creditors 
 

b. Accured or outstanding expenses. 
 

c. Bills payable. 

 
d. Income tax payable 

 
e. Dividends declared; 

 
f. Bank overdraft 

 
Note: Some experts are of the opinion that as bank over draft has a tendency to become more 

or less a permanent source of financing and hence it need not be included among current 

liabilities. 
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Statement of Sources and Application of Funds: 

 
 

1. Funds from operation:It is an internal source of funds. Funds from operations are to be 

calculated as per the method stated above. 

2. Funds from long term loans: Long term loans such of debentures, borrowing from 

financial institutions will increase the working capital and therefore, there will be 

inflow of funds. However, if the debentures have been issued in consideration of some 

fixed assets, there will be no inflow of funds. 

3. Sale of fixed assets: Sale of land, buildings, and long-term investments will result in 

generation of funds. 

4. Funds from increase in share capital: Issue of shares for cash or for any other current 

asset or in discharge of current liability is another source of funds. However, shares 

allotted in consideration of some fixed assets will not result in funds. However, it is 

recommended that such purchase of fixed assets as well as issue of securities to pay for 

them be revealed in funds flow statement. 

5. Decrease in working capital: Decrease in working capital is the result of decrease in 

current asset or increase in current liabilities. In both the cases inflow of funds takes 

place. Suppose stock, a current asset reduce from Rs.15,000 to Rs.12,000 the decrease 

of Rs.3,000 is assumed to be due to the disposal of stock which undoubtedly brings 

funds into the business. In the fame way, increase in current liabilities means lesser 

payment, so retaining funds is also a source. 
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Funds flow Statements 
 

Particulars Amount (Rs.) 

Sources of funds: 

 
Issue of shares 

Issue of debentures 

Long term borrowings 

Sale of fixed assets 

* Decrease in working capital 

Total sources 

 
 

XXX 

XXX 

XXX 

XXX 

XXX 

XXX 

Application of funds: 

Redemption of redeemable 

Preference shares 

Redemption of debentures 

Purchase of fixed assets 

Payment of other long term loans 

Payment of dividends, taxes, etc 

*increase in working capital 

Total uses 

Note: * only one will be there. 

 

 
XXX 

XXX 

XXX 

XXX 

XXX 

XXX 

XXX 

XXX 
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CHAPTER-V 
 

DATA ANALYSIS AND INTERPRETATION 
 
 

Table5.1 represents the 
STATEMENT SHOWING CHANGING WORKING CAPITAL 

FOR THE YEAR 2014-2015) 
 

PARTICULARS 2014 2015 
Changes in Working Capital 
Increase Decrease 

 
CURRENT ASSETS 

    

Inventories 143,18,24,825 135,93,30,982 - 7,24,93,843 

Sundry Debtors 11,21,33,122 10,80,11,642 - 41,21,480 

Cash and Bank Balances 5,02,62,789 6,81,47,393 1,78,84,604 - 

Other Current Assets 10,21,849 15,13,709 4,91,860 - 

Loans and Advances 38,99,83,272 46,65,45,285 7,65,62,013 - 

Total Current Assets 198,52,25,857 200,35,49,011   

 
Current Liabilities 
and 

    

Provisions :     

 
Liabilities 

 
101,65,48,666 

 
85,25,17,150 

 
16,40,31,516 

 
- 

Provisions 84,36,782 1,24,02,990 - 39,66,208 

 
Total current Liabilities 

    

and Provisions     

Net Working Capital     

(C.A. - C.L) 96,02,40,409 113,86,28,871   

 
Increase in working 

Capital 

 

 
17,83,88,462 

   

 
17,83,88,462 

T O T A L 113,86,28,871 113,86,28,871 25,89,69,993 25,89,69,993 
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Table5.2 represents the 

 
ADJUSTED PROFIT AND LOSS ACCOUNT 

FOR THE YEAR 2014-2015 

 
 
 

PARTICULARS AMOUNT PARTICULARS AMOUNT 
 
To Depreciation of fixed assets 

 
7,43,45,214 

 
By Opening Balance 

 
40,65,21,262 

 

To Provision 

 

42,17,87,304 

By Gain on sale of fixed 

assets 

 

5,79,408 

 

To Transfer to general reserve 

 

6,02,388 

By Gain on sale of 

Investments 

 

31,753 

To Loss on sale of assets 25,00,00,000 By Profit from Business  

To Loss on sale of store 52,81,281 Operation 93,49,32,515 

To Net value of discarded    

Assets written off 1,89,44,025   

To Closing Balance 57,11,04,726   

 134,20,64,938  134,20,64,938 
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Table5.3 represents the 
 

FUNDS FLOW STATEMENT (FOR THE YEAR 2014-2015) 

STATEMENT OF SOURCES & APPLICATIONS OF FUNDS 

 
 
 
 

Sources AMOUNT Applications AMOUNT 

 

Profit from Business Operations 

 

93,49,32,515 

 

Redemption of shares at par 

 

Issue of Share Capital at  (Discount/Premium) - 

Par (Discount/Premium) - Redemption of debentures - 

Issue of Debentures  Payment of unsecured Loans 4,00,15,845 

(Discount/Premium) - Payment of secured loans 1,49,42,845 

Sale of other fixed Assets 3,45,73,641 Provisions for tax & dividend 11,11,24,038 

Dividend Received 13,69,077 Purchase of fixed assets 56,57,18,650 

Deferred tax liabilities 7,55,20,888 Purchase of investment 13,62,06,281 

  Increase in working capital 17,83,88,462 

 104,63,96,12 

1 

 104,63,96,12 

1 
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INTERPRETATION 
 
 

During the year there is net working capital is increased by Rs.17,83,88,462. Because 

increase in cash and bank balances by Rs.1,78,84,604 and increase in loans and Advances 

Rs.7,65,62,013 and also increase other current assets. The current liabilities decreased by Rs. 

16, 40, 31,516. 

 
 

The main source of funds is income /profit from business operations i.e., 

RS.93,49,32,515 and the fixed assets is purchased by 56,57,18,650 and the company pay 

unsecured loans 4,00,15,845. 

The increase in working capital has to be applied by tax and dividend. The major uses 

of Cash are in increased in Current Assets and purchase of fixed assets and payment of secured 

and unsecured loans. The company uses both internal and external funds to finance its 

requirements. 
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Table 5.4 represents the 
 

STATEMENT SHOWING CHANGING WORKING CAPITAL 

FOR THE YEAR 2015-2016 

 
 

PARTICULARS 2015 2016 
Changes in Working Capital 
Increase Decrease 

 
CURRENT ASSETS 

    

Inventories 135,93,30,982 132,75,07,945 - 3,18,23,037 

Sundry Debtors 10,80,11,642 11,45,09,441 64,97,799 - 

Cash and Bank Balances 6,81,47,393 17,67,30,095 10,85,82,702 - 

Other Current Assets 15,13,709 28,08,246 12,94,537 - 

Loans and Advances 46,65,45,285 14,02,58,734 - 32,62,86,551 

Total Current Assets 200,35,49,011 176,18,14,461   

 
 
Current Liabilities and 

    

Provisions :     

 
Liabilities 

 
85,25,17,150 

 
116,87,78,350 

 
- 

 
31,62,61,200 

Provisions 1,24,02,990 1,56,15,751 - 32,12,761 
 86,49,20,140 118,43,94,101   

Total current Liabilities  
 
 
 

113,86,28,871 

   

and Provisions    

Net Working Capital    

(C.A. - C.L) 57,74,20,360   

 
Decrease in working Capital 

 
56,12,08,511 

 
56,12,08,511 

 

T O T A L 113,86,28,871 113,86,28,871 67,75,83,549 67,75,83,549 
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Table5.5 represents the 
 

ADJUSTED PROFIT AND LOSS ACCOUNT 

FOR THE YEAR 2015-2016 

 
 
 
 

 
PARTICULARS 

 
AMOUNT 

 
PARTICULARS 

 
AMOUNT 

 
 
 
To Depreciation of fixed assets 

 
 
 
15,98,16,647 

 
 
 
By Opening Balance 

 
 
 
57,11,04,726 

To Provision 21,02,94,923 By Gain on sale of fixed assets 1,62,97,747 

To Loss on sale of fixed assets 15,31,98,283 By Gain on sale of Investments 77,869 

To Loss on sale of investment 11,75,42,125 By Profit from Business 
 

To loss on sale of stores 
 

Operation 14,94,68,510 

raw materials - 
  

To Net value of discarded 
   

assets written off 2,50,00,000 
  

To Closing Balance 7,10,96,874 
  

  
73,69,48,852 

  
73,69,48,852 
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Table5.6 represents the 
 

FUNDS FLOW STATEMENT 
(FOR THE YEAR 2015-2016) 

 
STATEMENT OF SOURCES & APPLICATION OF FUNDS 

 
 
 

 
SOURCES 

 
AMOUNT 

 
APPLICATIONS 

 
AMOUNT 

 
 
Profit from Business 
Operations 

 
 
 
14,94,68,510 

 
 
 
Redemption of shares at par 

 

Issue of Share Capital at 
 

(Discount/Premium) - 

Par (Discount/Premium) - Redemption of debentures - 

Issue of Debentures (Discount/ - Payment of unsecured loans 8,78,72,802 

Premium) 
 

Unsecured Loans 3,97,00,000 

Sale of other fixed assets 76,16,243 Purchases of fixed assets 23,33,14,409 

Dividend Received 36,76,768 Purchase of Investment 8,85,39,586 

Deford tax liabilities 4,49,43,218 Provisions for tax & dividend 12,92,87,304 

Decreasing working capital 24,36,98,372 
  

Sale of Investment 12,93,10,990 
  

  
57,87,14,101 

  
57,87,14,101 
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INTERPRETATION 
 

During the year there is net working capital is decreased by Rs.56,12,08,511. Because 

decrease in inventory by Rs.3,18,23,037 and also decrease in loans and advances by Rs. 

32,62,86,551. The current liabilities increased by Rs.31,62,61,200. 

 
The main source of funds is Income/Profit from Business operations i.e., 

Rs.14,94,68,510 and the fixed assets by 23,33,14,409 and the major uses of Cash in Current 

Assets and purchases of Fixed Assets and pay of secured Loans. 

 
 
 

. 
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Table5.7 represents the 

STATEMENT SHOWING CHANGING WORKING CAPITAL 

FOR THE YEAR 2016-2017 
 

PARTICULARS 2016 2017 
Changes in Working Capital 
Increase Decrease 

 
CURRENT ASSETS 

    

Inventories 132,75,07,945 126,77,78,839 - 5,97,29,106 

Sundry Debtors 11,45,09,441 6,09,19,428 - 5,35,90,013 

Cash and Bank Balances 17,67,30,095 20,84,05,389 3,16,75,294 - 

Other Current Assets 28,08,246 23,12,881 - 4,95,365 

Loans and Advances 14,02,58,734 20,23,86,069 6,21,27,335 - 

Total Current Assets 176,18,14,461 174,18,02,606   

 

Current Liabilities and 

    

Provisions :     

 
Liabilities 

 
116,87,78,350 

 
73,47,84,951 

 
43,39,93,399 

 
- 

Provisions 1,56,15,751 4,58,02,178 - 3,01,86,427 
 118,43,94,101 78,05,87,129   

Total current Liabilities   
 
 

 
96,12,15,477 

  

and Provisions    

Net Working Capital    

(C.A. - C.L) 57,74,20,360   

Increase In working 
Capital 

 

38,37,95,117 

  

38,37,95,117 

T O T A L 96,12,15,477 96,12,15,477 52,77,96,028 52,77,96,028 
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Table5.8 represents the 
 

ADJUSTED PROFIT AND LOSS ACCOUNT FOR 

THE YEAR 2016-2017 

 

PARTICULARS AMOUNT PARTICULARS AMOUNT 

To Depreciation of Fixed 
assets 

To provision 
 
To Transfer to General 
Reserve 

To loss on sale of assets 
 
To loss on sale of share 

 
To Net value of discarded 
Assets written off 

To Transfer to General 
Reserve 

To closing Balance 

10,59,36,783 
 
 

9,28,27,420 
 
1,11,320 

 
8,589 

 
56,667 

 
 

5,55,138 
 
81,46,806 

 
 

7,10,96,874 
 
 

 

27,87,39,597 

By opening Balance 
 
By Gain on sale of Fixed 
Assets 

By Gain on sale of 
Investments 

By Profit from Business 
Operation 

23,55,05,448 
 
6,90,519 

 
 

5,67,955 
 
 

4,19,75,675 
 
 
 
 
 
 
 
 
 
 
 
 

 
 

27,87,39,597 
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Table 5.9 represents the 

FUNDS FLOW STATEMENT (FOR THE YEAR 2016-2017) 

STATEMENT OF SOURCES & APPLICATION OF FUNDS 

 
 
 
 

 

SOURCES AMOUNT APPLICATIONS AMOUNT 
 

Profit from Business 
Operations 

 

 
4,19,75,675 

 

 
Redemption of shares at par 

 

Issue of Share Capital at 24,92,87,679 Discount/Premium - 

Par (Discount/Premium)  Redemption of debentures - 
Issue of Debentures 
(Discount/ 

  
Purchase of fixed assets 

 
8,70,94,809 

Premium)  Purchase of Investment 11,13,209 

Sale of other fixed assets 34,31,604 Provisions for tax & dividend 46,39,99,615 

Dividend Received 37,80,090 Defer tax liabilities 33,50,790 

Sale of Investment 64,08,78,492 Increasing working capital 38,37,95,117 

 
93,93,53,540 

 
93,93,53,540 
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INTERPRETATION 
 
 

 
During the year there is net increase in working capital Rs.38,37,95,117. Because 

increase in cash and bank balances by Rs.3,16,75,294 and also increase in loans&advances by 

Rs.6,21,27,335.The Current Liabilities decreased by Rs.43,39,93,399. 

The main source of funds is Income/Profit from Business operations i.e.,Rs.4,19,75,675 

and the fixed assets is purchased by Rs.8,70,94,809. 

 
The increase in working capital has to be applied by tax and dividend. The 

Major uses of Cash are in increased in Current Assets and purchase of fixed assets and payment 

of secured and unsecured loans. The company uses both internal and external funds to finance 

its requirements 
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TABLE 5.10 REPRESENTS THE 
STATEMENT SHOWING CHANGING WORKING CAPITAL 

FOR THE YEAR 2017-2018 
 

 
PARTICULARS 

 
2017 

 
2018 

CHANGES IN WORKING 
CAPITAL 
Increase Decrease 

 
CURRENT ASSETS 

    

Inventories 126,77,78,839 128,45,84,247 1,68,05,408 - 

Sundry Debtors 6,09,19,428 3,62,65,260 - 2,46,54,168 

Cash and Bank Balances 20,84,05,389 5,78,68,827 - 15,05,36,562 

Other Current Assets 23,12,881 18,15,538 - 4,97,343 

Loans and Advances 20,23,86,069 21,44,20,338 1,20,34,269 - 

Total Current Assets 174,18,02,606 1,59,49,54,210 
  

 
 
Current Liabilities and 

    

Provisions :     

 
Liabilities 

 
73,47,84,951 

 
59,53,89,436 

 
13,93,95,515 

 
- 

Provisions 4,58,02,178 2,02,92,262 2,55,09,916 - 

 
Total current Liabilities 

    

and Provisions 78,05,87,229 61,56,81,698   

Net Working Capital     

(C.A. - C.L) 96,12,15,477 97,92,72,512   

Increase in working 
Capital 

 

1,80,57,035 

   

T O T A L 97,92,72,512 97,92,72,512 19,37,45,108 19,37,45,108 
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Table5.11 represents the 
ADJUSTED PROFIT AND LOSS ACCOUNT 

FOR THE YEAR 2017-2018 
 
 
 

PARTICULARS AMOUNT PARTICULARS AMOUNT 

 
To Depreciation of Fixed 
Assets 

 

 
10,85,34,709 

 

 
Opening Balance 

 

 
7,10,96,874 

 
To Provision 

 
16,23,50,388 

By Gain on sale of fixed 
assets 

 
1,34,23,958 

To Loss on sale of fixed 
assets 

 
1,20,648 

By Gain on sale of 
investments 

 
- 

To Loss on sale of 
investments 

 
- 

  

To Loss on sale of stores  By Profit from Business  

Raw materials - Operation 31,51,64,361 

To Net value of discarded    

assets written off 39,54,589   

To Transfer to general 
reserve 

 
1,14,36,596 

  

To Closing Balance 11,32,88,263   

 
39,96,85,193 

 
39,96,85,193 
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Table5.12 represents the 

FUNDS FLOW STATEMENT 

(FOR THE YEAR 2017-2018) 

STATEMENT OF SOURCES & APPLICATION OF FUNDS 
 
 
 
 

 
SOURCES 

 
AMOUNT 

 
APPLICATIONS 

 
AMOUNT 

 
 
Profit from Business 
Operations 

 
 

31,51,64,361 

 
 

Redemption of shares at par 

 

  
(Discount/ Premium) - 

Unsecured Loans 5,57,59,000 Redemption of debentures - 
Issue of share capital at 
par 

  
Payment of secured loans 

 
16,42,09,600 

(Discount / Premium) - Purchase of fixed assets 3,45,84,462 

Issue of Debentures 
 

Purchase of Investments 11,25,95,453 

(Discount/ Premium) - Provision of tax & divided 6,67,52,681 

Sale of their fixed assets 1,86,07,209 Deford tax liabilities 1,70,220 
 
Dividend received 

 
68,38,881 

Increasing in working 
capital 

 
1,80,57,035 

  
39,63,69,451 

  
39,63,69,451 
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INTERPRETATION 
 
 
 

 
During the year there is net increase in working capital Rs.1,80,57,035. Because 

increase in inventories by Rs.1,68,05,408 and also increase in loans and advances by 

Rs.1,20,34,269.The current liabilities & provisions decrease by Rs.13,93,95,515 & 

Rs.2,55,09,916. 

 
The main source of funds is Income/Profit from Business Operations 

i.e.,31,51,64,361. 

The major uses of Cash are in increased in Current Assets and Purchase of fixed 

assets and payment of secured and unsecured loans. The company uses both internal 

and external funds to finance its requirements 
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Table 5.13 represents the 
 

STATEMENT SHOWING CHANGING WORKING CAPITAL 

FOR THE YEAR 2018-2019 

 
PARTICULARS 

 
2018 

 
2019 

Changes in Working 
Capital 

Increase Decrease 

 
CURRENT ASSETS 

    

Inventories 1,28,45,84,247 110,98,19,602 - 17,47,64,645 

Sundry Debtors 3,62,65,260 5,05,57,226 1,42,91,966 - 
Cash and Bank 
Balances 

 
5,78,68,827 

 
5,35,11,251 

 
- 

 
43,57,576 

Other Current Assets 18,15,538 52,89,046 34,73,508 - 

Loans and Advances 21,44,20,338 30,25,24,380 8,81,04,042 - 

Total Current Assets 1,59,49,54,210 152,17,01,505 
  

 
Current Liabilities 
and 

    

Provisions :     

 
Liabilities 

 
59,53,89,436 

 
57,67,90,672 

 
1,85,98,764 

 

Provisions 11,31,50,650 13,66,05,225  2,34,54,575 

Total current 
Liabilities 

    

and Provisions 70,85,40,086 71,33,95,897   

Net Working Capital     

(C.A. - C.L) 88,64,14,124 80,83,05,608   

Decrease in working 
Capital 

  

7,81,08,516 

 

7,81,08,516 

 

T O T A L 88,64,14,124 88,64,14,124 20,25,76,796 20,25,76,796 
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Table5.14 represents the 
 

ADJUSTED PROFIT AND LOSS ACCOUNT 

FOR THE YEAR 2018-2019 

 

 
 

PARTICULARS AMOUNT PARTICULARS AMOUNT 
 
 
To Proposed dividend 

 
 
8,50,38,788 

 
 
Opening Balance 

 
 
11,32,88,263 

 
To Provision for Tax 

 
2,38,00,00 

By Funds from 
Operations 

 

To Transfer to general 
reserve 

 
13,73,42,819 

 
(Profits) 

 
47,65,83,873 

To Depreciation of Fixed 
Assets 

 
10,62,53,594 

  

To Closing Balance 25,88,56,935   

 
58,98,72,136 

 
58,98,72,136 
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Table 5.15 represents the 
 

FUNDS FLOW STATEMENT (FOR THE YEAR 2018-2019) 

STATEMENT OF SOURCES & APPLICATION OF FUNDS 

 
 
 
 
 
 
 

SOURCES AMOUNT APPLICATIONS AMOUNT 

 
Profit from Business 
Operations 

 

 
47,65,83,873 

 

 
Secured Loans 

 

 
12,38,76,796 

Unsecured Loans 3,33,16,000 Proposed Dividend 8,50,38,788 

Decreasing W.C. 7,81,08,516 Deferred Tax Liability 1,58,42,819 

  Provision for Tax 13,73,42,819 

  Investments 13,57,47,605 

  Purchase of Fixed Assets 9,01,59,562 

 
58,80,08,389 

 
58,80,08,389 
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INTERPRETATION 

 

 

 
During the year there is net decrease in working capital Rs.7,81,08,516. Because of 

decrease in inventories by Rs.17,47,64,645 and also decrease in cash and bank balances by 

Rs.43,57,576. The current liabilities decreased by Rs.1,85,98,764 and provisions increased by 

Rs.2,34,54,575. 

 
The main source of funds is Income/Profit from Business operations i.e., 

Rs.47,65,83,873 and the fixed assets by 9,01,59,562 and the major uses of Cash in Current 

Assets and purchases of Fixed Assets and pay of secured Loans. 

 
 

The company uses both internal and external funds to finance its requirements. 
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WORKING CAPITAL 

Working capital refers to that part of the firm’s capital which is required for financial 

short term (or) current assets such as cash, marketable securities debtors, funds thus invested 

in current assets keep involving fast and are being constantly converted in to cash and this cash 

flow out again exchange for other current assets. Hence it is also known as revolving (or) 

circular capital (or) short term capita. 

Changes in working capital from 2014-15 to 2018-19 
 
 
 
 

Years Changes in working capital Amount 

2014-15 Increase 178388462 

2015-16 Decrease 561208511 

2016-17 Increase 383795117 

2017-18 Increase 18057035 

2018-19 Decrease 78108516 
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GRAPH REPRESESNTING THE CHANGES IN WORKING CAPITAL 
OF MADDI LAKSHMAIAH& CO LTD FROM 2014-15 TO 2018-19 

 

INTERPRETATION 
 

FROM 2014-15 TO 2018-19 
 

The MADDI LAKSHMAIAH& CO LTD. s Ltd working capital is fluctuating during 

the study. 

In the year 2014-15 the working capital is increased by Rs.17,83.88,462 and in the 

year 2018-19 it is heavily decreased i.e., Rs.56,12,08,511. 

By comparing from the year 2014-15 to 2018-19 the working capital is fluctuating but 

the degree decreasing working capital very high when compared to the increasing working 

capital. 

Changes in working 
capital 

Amount 

56120851
1 

38379511
7 

17838846
2 

7810851
6 1805703

5 

2014-
15 

2015-
16 

2016-
17 

2017-
18 

2018-
19 
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ADJUSTED P&L A/C OF MADDI LAKSHMAIAH& CO LTD &IC LTD 

FROM 2014-15 
 

YEARS FUNDS FROM OPERATION 

2014-15 93,49,32,515 

2015-16 14,94,68,510 

2016-17 4,19,75,675 

2017-18 31,51,64,361 

2018-19 47,65,83,873 

Graph representing the Adjusted p&l A/C 
 

 
INTERPRETATION 

The MADDI  LAKSHMAIAH&  CO  LTD. s and Industries Corporation Ltd 

,Adjusted profit and loss account is in the year from 2014-15 the Funds From operation is 

93,49,32,515.and in next financial year from 2015-16 it was decreased to 14,94,68,510.and in 

the year 2016-17 it was 4,19,75,675.in the year from 2017-18 the funds from operation is 

increased to 31,51,64,361.and in the next financial year from 2018-19 it was increased to 

47,65,83,873. 

So the MADDI  LAKSHMAIAH& CO LTD. s and Industries Corporation Ltd will 

maintained the profits into the business. 
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SOURCES & APPLICATION OF FUNDS OF MADDI 
LAKSHMAIAH& CO LTD FROM 2014--2015 

 
 
 
 
 

years Sources & Application of funds 

2014-15 104,63,96,121 
2015-16 57,87,14,101 
2016-17 93,93,53,540 
2017-18 39,63,69,451 
2018-19 58,80,08,389 

 

GRAPH REPRESENTING THE SOURCES & APPLICATION OF 
FUNDS FROM 2014-15 

 
 
 

 
INTERPRETATION 

The sources and application of the funds of maddi lakshmaiah& co ltd is satisfactory. 

In the financial year the sources and application of the funds 2014-15 is 104,63,96,121,and it 

was decreased to in the year 2015-16 it was57,87,14,101, and in the year 2016-17 it was 

increased to 93,93,53,540 and in the year 2017-18 it was 39,63,69,451. 

Sources & Application of 
funds 1.2E+09 
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Chapter -6 

 

FINDINGS 
 

1) The Maddi lakshmaiah& co ltd Ltd. working capital was decrease in the year 2018-19 
 

2) There have been major fluctuations in the working capital, which affect the current 

assets and current liabilities, and sources of the funds have affected a lot. 

3) The relationship between the employees and management must be satisfactory as there 

have been occurred strikes during the years on account of failure of negotiations. 

4) During the study, it was also observed the customers are allowed very long credit period 

i.e., 4 months 

5) Profits from the Business operations are not stable 
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SUGGESTIONS 
 

1) It is suggested to the company to increase the balance of Inventory as it is the direct 

indication of the higher Sales volume. 

2) During the study it was observed that the firms, Working capital had decrease from the 

year during the period of study. 

3) So the firm has to find ways to increase the sources of funds 
 

4) The financial manager should estimate correct sources from which funds have to be 

raised. 

5) The company should finance some parts of its current assets with short term funds. It 

should not depend on long term as they involve higher interest payments 

6) So, it can be suggested the company has maintain good liquidity position by 

concentrating on the increment of current assets. 
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BALANCE SHEET AS ON 31ST MARCH 2014-15  

SOURCES OF FUNDS 2014 2015 

Shareholder’s funds   

Share capital 
A 

11,33,85,050 11,33,85,050 

Reserves and surplus 
B 

1,27,84,18,716 90,12,44,947 

 1,39,18,03,766 1,01,46,29,997 

Loan funds   

Secured loans 
C 

28,15,50,102 29,64,92,947 

Unsecured loans 
D 

21,96,22,000 24,46,95,000 

 50,11,72,102 54,11,87,947 

   

Deferred tax liability   

Deferred tax liability 25,03,97,136 20,99,52,818 

Less:- Deferred tax Assets 3,81,11,364 7,31,87,934 

 21,22,85,772 13,67,64,884 

TOTAL 2,10,52,61,640 1,69,25,82,828 

APPLICATION OF FUNDS   

Fixed assets   

Gross block 
E 

1,85,31,65,250 1,32,20,20,234 

Less: Depreciation 50,19,41,957 44,14,75,638 

Net block 1,35,12,23,923 88,05,44,596 

Capital working progress 4,58,43,001 16,43,32,340 

 1,39,70,66,294 1,04,48,76,936 

   

Investments 1,63,63,918 1,44,30,960 

Current assets, loan and advances   
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Inventories 
G 

1,35,93,30,982 1,43,18,24,825 

Sundry debtors 
H 

10,80,11,642 11,21,33,122 

Cash and bank balance 
I 

6,81,47,393 5,02,62,789 

Other current assets 
J 

15,13,709 10,21,849 

Loans and advances 
K 

46,65,45,285 38,99,83,272 

 200,35,49,011 1,98,52,25,857 

Less: current liabilities 131,17,17,583 1,35,19,50,925 

Current liabilities   

Provisions   

   

Net current assets 69,18,31,428 63,32,74,932 

   

TOTAL 2,10,52,61,640 1,69,25,82,828 
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         BALANCE SHEET AS ON 31ST MARCH 2015-16 
 

SOURCES OF FUNDS 2015 2016 

Shareholder’s funds   

Share capital A 11,33,85,050  

Reserves and surplus B 1,27,84,18,716  

 1,39,18,03,766 1,01,46,29,997 

Loan funds   

Secured loans C 28,15,50,102 29,64,92,947 

Unsecured loans D 21,96,22,000 24,46,95,000 

 50,11,72,102 54,11,87,947 

   

Deferred tax liability   

Deferred tax liability 25,03,97,136 20,99,52,818 

Less:- Deferred tax Assets 3,81,11,364 7,31,87,934 

 21,22,85,772 13,67,64,884 

TOTAL 2,10,52,61,640 1,69,25,82,828 

APPLICATION OF FUNDS   

Fixed assets   

Gross block E 1,85,31,65,250 1,32,20,20,234 

Less: Depreciation 50,19,41,957 44,14,75,638 

Net block 1,35,12,23,923 88,05,44,596 

Capital working progress 4,58,43,001 16,43,32,340 

 1,39,70,66,294 1,04,48,76,936 

   

Investments 1,63,63,918 1,44,30,960 
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Current assets, loan and advances   

Inventories G 1,35,93,30,982 1,43,18,24,825 

Sundry debtors H 10,80,11,642 11,21,33,122 

Cash and bank balance I 6,81,47,393 5,02,62,789 

Other current assets J 15,13,709 10,21,849 

Loans and advances K 46,65,45,285 38,99,83,272 

 200,35,49,011 1,98,52,25,857 

Less: current liabilities 131,17,17,583 1,35,19,50,925 

Current liabilities   

Provisions   

   

Net current assets 69,18,31,428 63,32,74,932 

   

TOTAL 2,10,52,61,640 1,69,25,82,828 
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BALANCE SHEET AS ON 31ST MARCH 2016-17 

 

SOURCES OF FUNDS 2016 2017 

Shareholder’s funds   

Share capital 
A 

11,33,85,050 11,33,85,050 

Reserves and surplus 
B 

1,44,75,96,744 1,27,84,18,716 

 1,56,09,81,794 1,39,18,03,766 

Loan funds   

Secured loans 
C 

19,36,77,300 28,15,50,102 

Unsecured loans 
D 

17,99,22,000 21,96,22,000 

 37,35,99,300 50,11,72,102 

   

Deferred tax liability   

Deferred tax liability 29,58,16,139 25,03,97,136 

Less:- Deferred tax Assets 3,85,87,149 3,81,11,364 

 25,72,28,990 21,22,85,772 

TOTAL 2,19,18,10,084 2,10,52,61,640 
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APPLICATION OF FUNDS   

Fixed assets   

Gross block 
E 

2,07,88,63,416 1,85,31,65,250 

Less: Depreciation 59,75,83,948 50,19,41,957 

Net block 1,48,12,79,468 1,35,12,23,923 

Capital working progress 7,28,45,659 4,58,43,001 

 1,55,41,25,127 1,39,70,66,294 

   

Investments 12,65,92,017 1,63,63,918 

Current assets, loan and advances   

Inventories 
G 

1,32,75,07,945 1,35,93,30,982 

Sundry debtors 
H 

11,45,09,441 10,80,11,642 

Cash and bank balance 
I 

17,67,30,095 6,81,47,393 

Other current assets 
J 

28,08,246 15,13,709 

Loans and advances 
K 

14,02,58,734 46,65,45,285 

 1,76,18,14,461 200,35,49,011 

Less: current liabilities 
L 

 131,17,17,583 

Current liabilities 1,16,87,78,350  

Provisions 8,19,43,171  

   

Net current assets 51,10,92,940 69,18,31,428 

   

TOTAL 2,19,18,10,084 2,10,52,61,640 
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SOURCES OF FUNDS 2017 2018 

Shareholder’s funds   

Share capital A 11,33,85,050 11,33,85,050 

Reserves and surplus B 145,46,49,267 143,42,19,392 

 156,80,34,317 154,76,04,442 

Loan funds   

Secured loans C 27,46,77,379 43,88,86,979 

Unsecured loans D 23,97,59,000 18,40,00,000 

 51,44,36,379 62,28,86,979 

   

Deferred tax liability   

Deferred tax liability 28,78,93,073 30,13,40,523 

Less:- Deferred tax Assets 3,41,85,093 4,74,62,323 

 25,37,07,980 25,38,78,200 

TOTAL 233,61,78,676 242,43,69,621 

APPLICATION OF FUNDS   

Fixed assets   

Gross block E 217,85,03,874 216,25,26,621 

Less: Depreciation 79,66,49,926 70,11,93,785 

Net block 138,18,53,948 146,13,32,836 

Capital working progress 1,40,65,017 1,44,95,594 

 139,59,18,965 147,58,28,430 

 
 

BALANCE SHEET AS ON 31ST MARCH 2017-18 
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Investments 
F 

5,38,45,587 5,36,53,134  

Current assets, loan and advances    

    

Inventories 
G 

128,45,84,247 126,77,78,839  

Sundry debtors 
H ST 
BALANCE SHEET AS ON 31 MARCH 201 

3,62,65,260 

8-19 

6,09,19,428  

Cash and bank balance 5,78,68,827 20,84,05,389  

I    

Other current assets 
J 

18,15,538 23,12,881  

Loans and advances 
K 

21,44,20,338 20,23,86,069  

 159,49,54,210 174,18,02,606  

Less: current liabilities 
L 

   

Current liabilities 59,53,89,436 73,47,84,951  

Provisions 11,31,50,650 11,21,29,598  

    

Net current assets 88,64,14,124 89,48,88,057  

    

TOTAL 233,61,78,674 242,43,69,621  

    

 
 
 
 
 

BALANCE SHEET AS ON 31ST MARCH 2011 

 

 SOURCES OF FUNDS 2018 2019 

Shareholder’s funds   

Share capital A 11,38,85,050 11,33,85,050 
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Reserves and surplus  B 159,25,95,072 144,75,96,744 

 170,59,80,122 156,09,81,794 

Loan funds   

Secured loans  C 15,08,00,583 27,46,77,379 

Unsecured loans  D 27,30,75,000 23,97,59,000 

 42,38,75,583 51,44,36,379 

   

Deferred tax liability   

Deferred tax liability 27,33,87,498 28,78,93,073 

Less:- deferred tax Assets 3,55,22,337 3,41,85,093 

 23,78,65,161 25,37,07,980 

TOTAL 236,77,20,866 233,61,78,676 

APPLICATION OF FUNDS   

1.Fixed assets   

Gross block  E 224,42,54,858 217,85,03,874 

Less: Deprecation 89,19,10,077 79,66,49,926 

Net block 135,23,44,781 138,18,53,948 

Capital working progress 1,74,77,285 1,40,65,017 

 136,98,22,066 139,59,18,965 

   

Investments F  18,95,22,066 5,38,45,587 

Current assets, loans and advances   

Inventories  G 110,98,19,602 128,45,84,247 

Sundry Debtors  H 5,05,57,226 3,62,65,260 

Cash and bank balances  I 5,35,11,251 5,78,68,827 

Other current assets  J 52,89,046 18,15,538 

Loans and advances  K 30,25,24,380 21,44,20,338 

 152,17,01,505 159,49,54,210 
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Less   current   liabilities   and    provisions  

L 

  

Liabilities 57,67,90,672 59,53,89,436 

Provisions 13,66,05,225 11,31,50,650 

   

Net current assets 80,83,05,608 88,64,14,124 

   

TOTAL 236,77,20,866 233,61,78,674 
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Annual reports of Maddi Lakshmaiah & company Limited 
 

Particulars 2012 2013 2014 2015 2016 

Sources of Funds:      

Share capital 13000000 13000000 13000000 13000000 13000000 

Reserves & Surplus 135167525 130270036 151136957 194200158 345901071 

Loan Funds      

Secured loans 465213017 390364244 379475270 478682475 429126132 

Unsecured loans 175551214 199239493 193040880 81595729 83386203 

Differed Tax liabilities 5523622 5796209 6247531 5523986 42151888 

Total 794455378 738669982 742900638 773002348 913565294 

Applications of Funds      

Fixed Assets:      

Gross Block 130365742 711492129 746114635 738903208 772553600 

Less Depreciation 71209082 105478021 145033137 182491726 218501632 

Net Block 59156660 606014108 581081498 556411482 554051968 

capital work in progress 572983185 59399 5165551 1855829 1550361 

Investments 3719965 2983165 2983165 2983165 2983165 

http://www.pogakuvedika.com/
http://www.icra.in/
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Current Assets:      

Inventories 172256321 187934012 239880075 236975762 327412543 

Sundry Debtors 24937024 26860540 35992686 36258591 22361498 

Cash & Bank Balance 33465753 6059037 7150276 13998934 73891461 

Other Current Assets 28656816 48679846 69640943 93687132 151568707 

Loans & Advances 14928012 11723019 12529745 10864119 13966691 

 274243926 281256454 365193725 391784538 589200900 

(-)Current liabilities:      

Current Liabilities 108391431 139624184 202449314 158452146 143360960 

Provisions 7256927 12018960 9073986 21580520 90860140 

 115648358 151643144 211523300 180032666 234221100 

Net current Assets 158595568 129613310 153670425 211751872 354979800 

total 794455378 738669982 742900638 773002348 913565294 
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INTRODUCTION 

A mutual fund is a financial intermediary that pools the savings of investors for collective 

investment in a diversified portfolio of securities. A fund is “mutual” as all of its returns, 

minus its expenses, are shared by the fund’s investors. Mutual fund is a collective savings 

scheme. Mutual funds play an important role in mobilizing the savings of small investors and 

channelizing the same for productive ventures in the Indian economy. 

There are various investment avenues available to an investor such as real estate, bank 

deposits, post office deposits, shares, debentures, bonds etc. A mutual fund is one more type 

of investment avenue available to investors.There are many reasons why investors prefer 

mutual funds. Buying shares directly from the market is one way of investing. 

But this requires spending time to find out the performance of the company whose share is 

being purchased, understanding the future business prospects of the company, finding out the 

track record of the promoters and the dividend, bonus issue history of the company etc. An 

informed investor needs to do research before investing. 

However, many investors find it cumbersome and time consuming to pore over so much of 

information, get access to so much of details before investing in the shares. Investors 

therefore prefer the mutual fund route. 
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A mutual fund serves as a link between the investor and the securities market by mobilizing 

savings from the investors and investing them in the securities market to generate returns. 

Thus, a mutual fund is akin to portfolio management services (PMS). Although, both are 

conceptually same, they are different from each other. Portfolio management services are 

offered to high net worth individuals; taking into account their risk profile, their investments 

are managed separately. Mutual funds can also act as a market stabilizer, in countering large 

inflows or outflows from foreign investors. Mutual funds are therefore viewed as a key 

participant in the capital market of any economy. 

In the case of mutual funds, savings of small investors are pooled under a scheme and the 

returns are distributed in the same proportion in which the investments are made by the 

investors/unit-holders. Mutual fund is a collective savings scheme. Mutual funds play an 

important role in mobilizing the savings of small investors and channelizing the same for 

productive ventures in the Indian economy. 

STRUCTURE OF MUTUAL FUNDS IN INDIA : 

Over the last couple of months we have been looking at various aspects  mutual funds, 

whether it is about their portfolio or performance or how to compare them. We however 

did not discuss some fundamentals – on how a mutual fund house is structured. Here it 

comes, a bit late but hopefully useful for you to understand the product better. Mutual 

funds in India are regulated by the Securities and Exchange Board of India (SEBI). Since 

running of a mutual fund involves managing of investors’ money, SEBI  prescribes 

comprehensive set of guidelines in the functioning of a mutual fund through the “SEBI MF 
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regulations 1996”. These regulations stipulate that a mutual fund must be a three-tired 

structure. 

 

Fund Sponsor: 

The Sponsor is the main body that establishes the Mutual fund.  The 

Sponsor can be compared to a promoter of a company. The responsibility of the sponsor 

includes appointing the trustees with the approval of SEBI and setting up an AMC under the 

Companies act 1956 while getting the trust registered with SEBI.  Since the Sponsors play 

the most important role in the functioning of a mutual fund, SEBI has a set of strict 

guidelines for the eligibility of a sponsor. 

Some of them are as follows: the sponsor should have a sound track record 

of carrying out business in the financial services space for not less than five years. A Sponsor 
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also needs to have made profits in at least three of the five years including the latest year.  

During the same period, it is also important that the sponsor has had a positive net worth. It 

should be contributing a minimum of 40 per cent net worth of the AMC. it is also important 

that the sponsor has a good track record of fairness and integrity in all its transactions. 

Trustee: 

The main role of a trustee is to ensure that the interest of the unit holders is 

protected while making sure that the mutual fund complies with all the regulations of SEBI. 

Either, the sponsor should appoint four trustees or establish a trustee company with at least 

four independent directors.  Additionally, at least two thirds of the trustees or the directors 

should be independent not associated with the sponsor in any way. 

Asset Management Company (AMC): 

The AMC is the investment manager of the trust. It takes care of the day 

today operation of the mutual fund and managing the investors money as well.  The AMC is 

appointed either by the trustee or the Sponsor after obtaining the approval of SEBI. The 

AMC consists of the Chief Investment Officer, the fund managers and analysts, who are 

together responsible for managing the various schemes launched.  The compliance officer 

ensures compliance of all the activities of the AMC in line with SEBIs rules and regulations.  

For example; HDFC AMC is the Asset Management Company for HDFC Mutual Fund. 
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Custodian: 

A custodian’s role is safe keeping of physical securities and also keeping a 

tab on the corporate actions like rights, bonus and dividends declared by the companies in 

which the fund has invested. The Custodian is appointed by the Board of Trustees. The 

custodian also participates in a clearing and settlement system through approved 

depository companies on behalf of mutual funds, in case of dematerialized securities. 

In India today, securities (and units of mutual funds) are no longer held in 

physical form but mostly in dematerialized form with the Depositories. The holdings are 

held in the Depository through Depository Participants (DPs). Only the physical securities 

are held by the Custodian. The deliveries and receipt of units of a mutual fund are done by 

the custodian or a depository participant at the instruction of the AMC and under the 

overall direction and responsibility of the Trustees.Regulations provide that the Sponsor and 

the Custodian must be separate entities. 

Registrar and Transfer Agent (RTA): 

The RTA maintains and updates all the investors records. The main function is 

investor servicing through its office and various other branches.  Its functions includes 

processing of investor application, purchase and redemption transactions by investors in 

various schemes and plans. 

Registrars and Transfer Agents (RTA) perform the important role of maintaining 

investor records. All the New Fund Offer (NFO) forms,redemption forms (i.e. when an 

investor to exit from a scheme, it requests for redemption) go to the RTA office where the 

information is converted from physical to electronic form. How many units will the investor 
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get, at what price, what is the applicable NAV, how much money will he get in case of 

redemption, exit loads, folio number, etc. is all taken care of by the RTA. 

Types Of Mutual Funds: 

I. Open Ended Mutual Funds 

II. Closed Ended Mutual funds 

Open Ended Mutual Funds : 

Open-end mutual funds must be willing to buy back ("redeem") their shares 

from their investors at the net asset value (NAV) computed that day based upon the prices 

of the securities owned by the fund. In the United States, open-end funds must be willing to 

buy back shares at the end of every business day. In other jurisdictions, open-funds may 

only be required to buy back shares at longer intervals. For example, UCITS funds in Europe 

are only required to accept redemption twice each month (though most UCITS accept 

redemption daily). 

Most open-end funds also sell shares to the public every business day; these shares are 

priced at NAV. Most mutual funds are open-end funds. 

 

Closed Ended Mutual funds : 

Closed-end funds generally issue shares to the public only once, when they 

are created through an initial public offering. Their shares are then listed for trading on a 
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stock exchange. Investors who want to sell their shares must sell their shares to another 

investor in the market; they cannot sell their shares back to the fund. 

The price that investors receive for their shares may be significantly different 

from NAV; it may be at a "premium" to NAV (i.e., higher than NAV) or, more commonly, at 

a "discount" to NAV (i.e., lower than NAV). 

Net Asset Value(NAV) In Mutual Funds: 

Net Asset Value (NAV) represents a fund's per share market value. This is 

the price at which investors buy ("bid price") fund shares from a fund company and sell them 

("redemption price") to a fund company. It is derived by dividing the total value of all the 

cash and securities in a fund's portfolio, less any liabilities, by the number of shares 

outstanding. An NAV computation is undertaken once at the end of each trading day based 

on the closing market prices of the portfolio's securities. 

FOR EXAMPLE: 

if a fund has assets of $50 million and liabilities of $10 million, it would have a total value of 

$40 million. 

This number is important to investors, because it is from here that the price per 

unit of a fund is calculated. By dividing the total value of a fund by the number of 

outstanding units, you are left with the price per unit — the form of measurement in which 

NAV is usually given. In our example, if the fund had 4 million shares outstanding, the price-

per-share value would be $40 million divided by 4 million, which equals a NAV of $10 per 

share. 
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A fund's net asset value (NAV) equals the current market value of a fund's 

holdings minus the fund's liabilities (this figure may also be referred to as the fund's "net 

assets"). It is usually expressed as a per-share amount, computed by dividing net assets by 

the number of fund shares outstanding. Funds must compute their net asset value 

according to the rules set forth in their prospectuses. Most compute their NAV at the end of 

each business day. 

Valuing the securities held in a fund's portfolio is often the most difficult part of calculating 

net asset value. The fund's board typically oversees security valuation. 

Systematic Investment Plan: 

SIP or a Systematic Investment plan is one of the best ways of Investing your 

money. Sip's start the process of wealth creation where a small amount of money is 

invested over regular intervals of time and this investment being invested in the stock 

market generates returns over time. 
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The graph shows the returns over the SIP: 

 

 

Sip's are usually considered to be a good way to invest money since the 

investment is spread out over time, unlike a lump sum investment which takes place all at 

once.The amount required for starting a SIP is as low as INR 500, thus making Sip's a great 

tool for smart investments, where one can start investing small amount from a young age. 

Sip's are very widely used for investing and for meeting Financial goals for individuals over 

time. 
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The chart indicates the growth of SIP: 

 

 

 

Lump Sum Investment Plan: 

Lump sum investment is the easiest method of investing in mutual fund schemes. 

After choosing your mutual fund scheme, you are required to approach the fund owner with 

your cheque amount to invest. 

The date of transaction in a lump sum investment plan will be taken as the date of 

investment while calculating the net asset value of mutual fund. If future Net asset value 

increases based on the transaction date value then you will have profit from your 

investments. If it goes down then you would lose money on the entire investment. If you are 
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investing a lump sum amount then from the invested money, mutual fund companies will 

be deducting a fee called entry load and the balance amount will be invested in buying 

mutual funds. 
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NEED FOR THE STUDY 

Mutual Funds schemes are explosive. An investor has to know information 

about shares regularly.Every investor can take decisions correctly before investing in mutual 

funds.In the present changing scenario, two different investment plans are there in mutual 

funds ie Lumpsum investment plan and Systematic investment plan. 

The study will definitely help the company and the researcher as well as the 

investor to analyse the present situation of investment plans, and to know whether these 

Lumpsum investment plan and Systematic investment plan are performing to their 

expectations or not. Researcher has analyzed the Mutual Fund scheme by comparing the 

Lumpsum investment and Systematic investment plan. 
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OBJECTIVES OF THE STUDY 

 To Understand the concept of mutual funds and various types. 

 To Scrutinize the fluctuations in net asset value (NAV). 

 To Analyse the risk and return in lump sum investment plan and systematic investment 

plan by using standard deviation. 

 To Evaluate the performance of lump sum investment plan and systematic investment 

plan. 
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SCOPE OF THE ESTUDY  

The main purpose of doing this project was to know about mutual funds.This 

helps to know in details about mutual funds industry right from its inception stage, growth 

and future prospects. 

It also helps in understanding different investment plans, Lumpsum 

investment plan and Systematic investment plan in mutual funds. The purpose of this study 

is to know Investor’s option for entry into mutual fund either lump sum or systematic 

investment plan. Ultimately, this would help in understanding the benefits of mutual funds 

to investors and also estimating the risk and return has been studied at Angel Broking Pvt 

Ltd. 
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RESEARCH METHODOLOGY 

 

Data Collection: 

Data collection is two types. They are 

1) Primary Data 

2) Secondary Data 

Secondary Data: 

Secondary data is the data that have been already collected by and readily 

available from other sources. Such data are cheaper and more quickly obtainable than the 

primary data and also may be available when primary data can not be obtained at all. 

The secondary data provides information on key variables, which play a major 

part in the actual research are Company’s broachers, Web sites, Fact sheet, the brief 

lectures from the company executives and the project guide himself, Professionals and 

others.  

In my project, i have mainly collected from company investment reports, 

journals and  

Online resourses i.e ; NSE, AMFI etc.  

Tools used in this study: 
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The following tools has been used in this project for measuring the risk and return of 

Lumpsum vs SIP in mutual funds. 

 

 

Data analysis tools: 

 Return 

 Standard Deviation 

 Variance 

 Sharpe Ratio 

Return: 

Return on Investment (ROI) is a performance measure used to evaluate the 

efficiency of an investment or compare the efficiency of a number of different investments. 

ROI tries to directly measure the amount of return on a particular investment, relative to 

the investment’s cost. To calculate ROI, the benefit (or return) of an investment is divided by 

the cost of the investment. The result is expressed as a percentage or a ratio. 

RETURN    =    ×100 

Standard Deviation: 
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The standard deviation is a statistic that measures the dispersion of a data set relative to its 

mean and is calculated as the square root of the variance. It is calculated as the square root of 

variance by determining the variation between each data point relative to the mean. If the data 

points are further from the mean, there is a higher deviation within the data set; thus, the 

more spread out the data, the higher the standard deviation. 

Where                           

 x represents each value in the population, 

 x is the mean value of the sample, 

 Σ is the summation (or total), and 

 n-1 is the number of values in the sample minus 1. 

 

Variance: 

Variance (σ2) is a measurement of the spread between numbers in a data set. It 

measures how far each number in the set is from the mean and is calculated by taking the 

differences between each number in the set and the mean, squaring the differences (to make 

them positive) and dividing the sum of the squares by the number of values in the set. 

where           

 x represents each value in the population, 

 μ is the mean value of the population, 

 Σ is the summation (or total), and 

 N is the number of values in the population. 
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Sharpe Ratio: 

The Sharpe ratio was developed by Nobel laureate William F. Sharpe and is 

used to help investors understand the return of an investment compared to its risk. The ratio is 

the average return earned in excess of the risk-free rate per unit of volatility or total risk. 

Subtracting the risk-free rate from the mean return allows an investor to better 

isolate the profits associated with risk-taking activities. Generally, the greater the value of the 

Sharpe ratio, the more attractive the risk-adjusted return 

Sharpe Index = (Rm - Rf)/SD 

Where: SD-represents standard deviation of the fund. 

Sharpe’s ratio = (Average Return of the Portfolio - Average Return of the Risk-Free Rate) / 

standard deviation 

 

 

 

 

https://www.investopedia.com/terms/w/william-f-sharpe.asp
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LIMITATIONS 

 The Study Is based on only one Mutual Fund Scheme. 

 For the data analysis the data is taken for 5 years & i.e; from 2015-2019. 

 Risk adjusted return calculated through sharp ratio. 

 For the calculation of risk tools Standard Deviation & Variance are only taken. 
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CHAPTER - 2 

INDUSTRY PROFILE 
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INTRODUCTION 

Mutual Fund Industry in India can be traced back to 1963, with the launch 

of the Unit Trust of India by the Government of India under an Act of Parliament. UTI was 

launched under the regulatory and administrative control of RBI. In 1978, the regulatory and 

administrative control of UTI was transferred from the Reserve Bank of India to IDBI 

(Industrial Development Bank of India). The first mutual fund scheme that was introduced in 

India by UTI was in the Unit Scheme (1964). UTI had Assets Under Management worth Rs. 

6,700 Crore, by the end of the year 1988. 

In 1987, public sector enterprises such as State Bank of India, Punjab 

National Bank, Canara Bank, etc. and other non- UTI segments such as General Insurance 

Corporation of India (GIC) and Life Insurance Corporation of India (LIC) entered the market 

and established public sector mutual funds. 

HISTORY OF MUTUAL FUNDS: 

The mutual fund industry in India started in 1963 with the formation of Unit 

Trust of India, at the initiative of the Government of India and Reserve Bank of India. The 

history of mutual funds in India can be broadly divided into four distinct phases. 

First Phase - 1964-1987 : 

Unit Trust of India (UTI) was established in 1963 by an Act of Parliament. It 

was set up by the Reserve Bank of India and functioned under the Regulatory and 

administrative control of the Reserve Bank of India. In 1978 UTI was DE-linked from the RBI 

and the Industrial Development Bank of India (IDBI) took over the regulatory and 
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administrative control in place of RBI. The first scheme launched by UTI was Unit Scheme 

1964. At the end of 1988 UTI had Rs. 6,700 crore of assets under management. 

Second Phase - 1987-1993 (Entry of Public Sector Funds) : 

1987 marked the entry of non-u ti, public sector mutual funds set up by 

public sector banks and Life Insurance Corporation of India (LIC) and General Insurance 

Corporation of India (GIC). SBI Mutual Fund was the first non-u ti Mutual Fund established in 

June 1987 followed by Can-bank Mutual Fund (Dec 87), Punjab National Bank Mutual Fund 

(Aug 89), Indian Bank Mutual Fund (Nov 89), Bank of India (Jun 90), Bank of Baroda Mutual 

Fund (Oct 92). 

LIC established its mutual fund in June 1989 while GIC had set up its mutual 

fund in December 1990. At the end of 1993, the mutual fund industry had assets under 

management of Rs. 47,004 crore. 

Third Phase - 1993-2003 (Entry of Private Sector Funds) : 

With the entry of private sector funds in 1993, a new era started in the Indian 

mutual fund industry, giving the Indian investors a wider choice of fund families. Also, 1993 

was the year in which the first Mutual Fund Regulations came into being, under which all 

mutual funds, except UTI were to be registered and governed. The erstwhile Kothari Pioneer 

(now merged with Franklin Temple ton) was the first private sector mutual fund registered 

in July 1993. 
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The 1993 SEBI (Mutual Fund) Regulations were substituted by a more 

comprehensive and revised Mutual Fund Regulations in 1996. The industry now functions 

under the SEBI (Mutual Fund) Regulations 1996. 

The number of mutual fund houses went on increasing, with many foreign 

mutual funds setting up funds in India and also the industry has witnessed several mergers 

and acquisitions. As at the end of January 2003, there were 33 mutual funds with total 

assets of Rs. 1,21,805 crore. The Unit Trust of India with Rs. 44,541 crore of assets under 

management was way ahead of other mutual funds. 

Fourth Phase - since February 2003 : 

In February 2003, following the repeal of the Unit Trust of India Act 1963 UTI 

was bifurcated into two separate entities. One is the Specified Undertaking of the Unit Trust 

of India with assets under management of Rs. 29,835 crore as at the end of January 2003, 

representing broadly, the assets of US 64 scheme, assured return and certain other 

schemes. The Specified Undertaking of Unit Trust of India, functioning under an 

administrator and under the rules framed by Government of India and does not come under 

the purview of the Mutual Fund Regulations. 

The second is the UTI Mutual Fund, sponsored by SBI, PNB, BOB and LIC. It is 

registered with SEBI and functions under the Mutual Fund Regulations. With the bifurcation 

of the erstwhile UTI which had in March 2000 more than Rs. 76,000 crore of assets under 

management and with the setting up of a UTI Mutual Fund, conforming to the SEBI Mutual 

Fund Regulations, and with recent mergers taking place among different private sector 

funds, the mutual fund industry has entered its current phase of consolidation and growth. 
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The graph indicates the growth of assets over the years. 

 

 

 

 

 

 

 

 



32 
 

Players In Mutual Fund Industry : 

 

Sr No 
Mutual Fund 

Name 

Average AUM 

Excluding Fund of 

Fund Of Funds 

- Domestic 

Funds - Domestic but 

including Fund of 

Funds - Overseas 

 

Mutual Fund 

Name 

Average AUM 

Excluding Fund of 

Fund Of Funds 

- Domestic 

Funds - Domestic but 

including Fund of 

Funds - Overseas 

 

Average AUM 

Excluding Fund of 

Fund Of Funds - 

Domestic 

Funds - Domestic but 

including Fund of 

Funds - Overseas 

1 
ITI Mutual 

Fund 
0 0 

2 
SREI Mutual 

Fund (IDF) 
0 0 

3 
Sahara 

Mutual Fund 
5466.98 0 

4 
Shri ram 

Mutual Fund 
12372.63 0 

5 
quant Mutual 

Fund 
19619.73 0 

6 Taurus 42421.11 0 
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Mutual Fund 

7 
IIFCL Mutual 

Fund (IDF) 
57998.35 0 

8 
Quantum 

Mutual Fund 
136036.23 6330.07 

9 
Essel Mutual 

Fund 
141640.74 0 

10 
IL&FS Mutual 

Fund (IDF) 
159286.13 0 

11 
IIFL Mutual 

Fund 
164030.18 0 

12 
PPFAS Mutual 

Fund 
180520.25 0 

13 
YES Mutual 

Fund 
200012.41 0 

14 
BOI AXA 

Mutual Fund 
362649.3 0 

15 
Union Mutual 

Fund 
425910.06 0 
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16 
Mahindra 

Mutual Fund 
474810.62 0 

17 
Indiabulls 

Mutual Fund 
480785.91 0 

18 
Principal 

Mutual Fund 
709070.32 0 

19 
BNP Paribas 

Mutual Fund 
720920.03 0 

20 

DHFL 

Pramerica 

Mutual Fund 

762729.73 0 

21 
JM Financial 

Mutual Fund 
871238.54 0 

22 
IDBI Mutual 

Fund 
926579.3 3138.44 

23 
HSBC Mutual 

Fund 
1105399.66 49904.21 

24 
Baroda 

Mutual Fund 
1131968.94 0 
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25 
Edelweiss 

Mutual Fund 
1166510.8 0 

26 

Canara 

Robeco 

Mutual Fund 

1458341.67 3696.27 

27 
LIC Mutual 

Fund 
1523991.86 0 

28 
Motilal Oswal 

Mutual Fund 
1909043.04 3195.62 

29 
Invesco 

Mutual Fund 
2399038.53 1290.89 

30 
Mirae Asset 

Mutual Fund 
2419129.42 0 

31 
Sundaram 

Mutual Fund 
3049727.07 0 

32 
Tata Mutual 

Fund 
5419359.24 0 

33 
IDFC Mutual 

Fund 
6935195.91 22408.58 

34 L&T Mutual 7094436.06 0 
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Fund 

35 
DSP Mutual 

Fund 
7836271.69 0 

36 
Axis Mutual 

Fund 
8972005.74 4766.22 

37 

Franklin 

Templeton 

Mutual Fund 

11891223.26 102056.42 

38 

Kotak 

Mahindra 

Mutual Fund 

15009940.04 17184.96 

39 
UTI Mutual 

Fund 
15969423.26 0 

40 
Reliance 

Mutual Fund 
23361682.47 67571.69 

41 

Aditya Birla 

Sun Life 

Mutual Fund 

24647965.44 21636.02 

42 
SBI Mutual 

Fund 
28380667.27 31696.71 
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43 

ICICI 

Prudential 

Mutual Fund 

32079287.15 48830 

44 
HDFC Mutual 

Fund 
34229058.01 23412.76 

Grand Total 244843765.1 407118.8 
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Top Five Mutual Funds In INDIA: 

There are: 

1) HDFC Mutual Fund 

2) ICICI Prudential Mutual Fund 

3) SBI Mutual Fund 

4) Aditya Birla Sun Life Mutual Fund 

5) Reliance Mutual Fund 

1) HDFC Mutual Fund: 

HDFC Mutual Fund is one of the largest mutual funds and well-established 

fund house in the country with focus on delivering consistent fund performance across 

categories since the launch of the first schemes in July 2000. 

HDFC Mutual fund believe, that, by giving the investor long-term benefits, 

we have to constantly review the markets for new trends, to identify new growth sectors 

and share this knowledge with our investors in the form of product offerings. 

We have come up with various products across asset and risk categories to 

enable investors to invest in line with their investment objectives and risk taking capacity. 
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The single most important factor that drives HDFC Mutual Fund is its belief 

to give the investor the chance to profitably invest in the financial market, without 

constantly worrying about the market swings. 

HDFC Mutual Fund Vision : 

To be a dominant player in the Indian mutual fund space recognized for its 

high levels of ethical and professional conduct and a commitment towards enhancing 

investor interests. 

Risk profile of HDFC Mutual Fund: 

Our strong emphasis on managing and controlling portfolio risk avoids 

chasing the latest "fads" and trends. 

Low Risk 

Moderately Low Risk 

Moderate 

Moderately High Risk 

High Risk 

HDFC Research & Analysis : 

To realize this belief, HDFC Mutual Fund has set up the infrastructure required 

to conduct all the fundamental research and back it up with effective analysis. 
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2) ICICI Prudential Mutual Fund : 

ICICI Prudential Asset Management Company Ltd. is a leading asset 

management company (AMC) in the country focused on bridging the gap between savings & 

investments and creating long term wealth for investors through a range of simple and 

relevant investment solutions. 

           The AMC is a joint venture between ICICI Bank, a well-known and trusted name in 

financial services in India and Prudential Plc, one of UK’s largest players in the financial 

services sectors. Throughout these years of the joint venture, the company has forged a 

position of pre-eminence in the Indian Mutual Fund industry.  

          The AMC manages significant Assets under Management (AUM) in the mutual fund 

segment. The AMC also caters to Portfolio Management Services for investors, spread 

across the country, along with International Advisory Mandates for clients across 

international markets in asset classes like Debt, Equity and Real Estate.  

           The AMC has witnessed substantial growth in scale; from 2 locations and 6 employees 

at the inception of the joint venture in 1998, to a current strength of 2095 employees with a 

reach across over 350 locations reaching out to an investor base of more than 4 million 

investors (as on March 31, 2019). The company’s growth momentum has been exponential 

and it has always focused on increasing accessibility for its investors. 

Driven by an entirely investor centric approach, the organization today is a 

suitable mix of investment expertise, resource bandwidth and process orientation. The AMC 

endeavors to simplify its investor’s journey to meet their financial goals, and give a good 

investor experience through innovation, consistency and sustained risk adjusted 

performance. 
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Products Offered By ICICI Mutual Fund: 

1)Equity Funds: 

Equity schemes endeavor to provide potential for high growth and returns with 

a moderate to high risk by investing in shares. Such schemes are either actively or passively 

(replicate indices) managed, and are best suited for investors with a long term investment 

horizon. 

 

2)Hybrid Scheme: 

Hybrid Schemes or balanced schemes bridge the gap between equity and 

debt schemes. This category is characterized by a portfolio that is made up of a mix of 

equity stocks and bonds and will suit investors looking for debt plus returns with higher 

levels of risk than fixed income schemes. 

3)Debt Funds: 

Debt Funds primarily invests in bonds and other debt instruments, and will 

suit investors who want to optimize current income assuming low to moderate levels of risk. 

4) Solution Oriented: 

Hybrid Schemes or balanced schemes bridge the gap between equity and 

debt schemes. This category is characterized by a portfolio that is made up of a mix of 

equity stocks and bonds and will suit investors looking for debt plus returns with higher 

levels of risk than fixed income schemes. 
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3) SBI Mutual Fund : 

With 30 years of rich experience in fund management, we at SBI Funds 

Management Pvt. Ltd. bring forward our expertise by consistently delivering value to our 

investors. We have a strong and proud lineage that traces back to the State Bank of India 

(SBI) - India's largest bank.Whether you are a first-time investor or a seasoned campaigner, 

planning is always the first step towards your investment journey. By using our smart tools 

such as – Family Solution Tool, Systematic Investment Planner, SWP Calculator and Return 

Value Calculator you can plan your investments well and create wealth in the long-run. 

We are a Joint Venture between SBI and AMUNDI (France), one of the 

world's leading fund management companies.With our network of over 222 points of 

acceptance across India, we deliver value and nurture the trust of our vast and varied family 

of investors. 

SBI Mutual Fund Services: 

Investors are our priority. Our mission has been to establish Mutual Funds as 

a viable investment option to the masses in the country. Working towards it, we developed 

innovative, need-specific products and educated the investors about the added benefits of 

investing in capital markets via Mutual Funds. 

Today, we have been actively managing our investor's assets not only through 

our investment expertise in domestic mutual funds, but also offshore funds and portfolio 

management advisory services for institutional investors. 

SBI Investment Expertise: 
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The best investment strategies put together by the best minds, our Fund 

Managers. With a sharp eye to monitor, gauge and understand the changes in the market, 

our fund managers and analysts gear up to meet new challenging environments. 

Their ability to capture the growth potential of Indian securities and manage 

complex portfolios as well as the drive to deliver optimum results is their forte. With 

superior securities selection, incisive research, intensive coverage including internal 

forecasts, active monitoring and regular tracking, our dedicated team ensures minimization 

of risks while protecting our investor's interest. 

 

SBI Risk Management: 

Risk Management is an inherent part of any business. As one of the core 

focus areas, each of our strategies is subject to close scrutiny on a continuous basis. 

Regulatory agencies around the world are placing increasing pressure on institutions to 

measure and manage risk better. 

4) Aditya Birla Sun Life Mutual Fund : 

Aditya Birla Capital Limited (ABCL), is the financial services platform of the 

Aditya Birla Group. Formerly known as Aditya Birla Financial Services Limited, ABCL has a 

strong presence across the life insurance, asset management, private equity, corporate 

lending, structured finance, project finance, general insurance broking, wealth 

management, equity, currency and commodity broking, online personal finance 
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management, housing finance, pension fund management, health insurance and asset 

reconstruction business. 

Aditya Birla Capital is a part of the Aditya Birla Group, a US$ 44.3 billion Indian 

multinational, in the league of Fortune 500. Anchored by an extraordinary force of over 

120,000 employees, belonging to 42 nationalities, the Aditya Birla Group operates in 35 

countries across the globe. 

Our Vision and values : 

"To be a leader and role model in a broad-based and integrated financial services 

business." 

The 4 pillars of our vision that will help us achieve it are: 

To be a leader: 

we are committed to being a leader in all facets of our businesses, rather than being 

just another participant in this race. 

To be a role model: 

we will not become leaders by cutting corners or making compromises. Whatever 

we do, we will strive to be the best in class. And if we are the best, then our customer will 

have no reason to go elsewhere – therefore our leadership is assured, on pure merit. 

To be a broad-based player : 

we are committed to meeting all the felt and un felt needs of our target customer. 

And thereby, we can retain him or her across their needs and life-stages. 
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We aim to be an integrated player :  

we believe that this approach gives us a competitive edge through sharing of best 

practices, deriving cross – business synergies & providing talent pool with world of 

opportunity to grow. 

Our customers place a lot of trust when they choose us as a partner for fulfillment of 

their dreams - be it buying a dream home or investing their hard earned money in mutual 

funds or for meeting their retirement or child's education or protection needs or taking a 

business loan for expansion. 

At Aditya Birla Capital, our endeavor is to become a preferred financial services 

brand of choice for all our customers’ needs across their life cycle - a brand that customers 

will not only just trust but also happily endorse. Keeping this customer insight in mind, we 

have created a unique strategy & structure to present our spectrum of businesses and 

offerings under one virtual brand. From a customer perspective, this offers simplicity & 

convenience. 

For our employees, we offer a world of growth opportunities across all our financial 

services offerings. And to our shareholders, this gives the reassurance that we will attract 

and retain our customers, cost effectively, across their life-cycle Needs. 

5) Reliance Mutual Fund : 

Reliance Mutual Fund (RMF) is one of India's leading mutual funds, with 

Average Assets Under Management (AAUM) of Rs 2,44,843.44 Crore (July 2018 - September 

2018 Quarter Q2) and 86.22 lakhs folios (as on September 30, 2018). Reliance Mutual Fund, 
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a part of the Reliance Anil Dhirubhai Ambani (ADA) Group, is one of the fastest growing 

mutual funds in India. 

RMF offers investors a well-rounded portfolio of products to meet varying 

investor requirements and has presence in 160cities across the country. RMF constantly 

endeavours to launch innovative products and customer service initiatives to increase value 

to investors. Reliance Mutual Fund (RMF) has been established as a trust under the Indian 

Trusts Act, 1882 with Reliance Capital Limited (RCL), as the Settler/Sponsor and Reliance 

Capital Trustee Co. Limited (RCTC), as the Trustee. 

Reliance Mutual Fund has been registered with the Securities & Exchange 

Board of India (SEBI) vide registration number MF/022/95/1 dated June 30, 1995. The name 

of Reliance Capital Mutual Fund was changed to Reliance Mutual Fund effective March 

11,2004 vide SEBI letter no. IMD/PSP/4958/2004 dated March 11,2004. RMF was formed to 

launch various schemes under which units are issued to the public with a view to contribute 

to the capital market and to provide investors the opportunities to make investments in 

diversified securities. 

When thinking investment, an investor has to find and choose from options 

available in plenty. No matter what option you choose for your investments, each have their 

pros and cons, but suitability is what matters. So before parking your money, it is important 

for you to know all about Mutual Funds and evaluate the benefits and risks involved. 

Risk Factors: 

Standard Risk Factors - Mutual Funds and securities investments are 

subject to investment risks such as trading volumes, settlement risk, liquidity risk, and default 

https://www.reliancemutual.com/
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risk including the possible loss of principal and there is no assurance or guarantee that the 

objectives of the Scheme will be achieved. 

              Scheme Specific Risk Factors - Risks associated with investing in Equities, Bonds, 

Foreign Securities, Securities Lending, overseas investment, Derivatives like Valuation Risk, 

Mark to Market Risk, Systematic Risk, Liquidity Risk, Implied Volatility, Interest Rate Risk, 

Counter party Risk (Default Risk), System Risk, Risk attached with the use of derivatives. 

Also Other Scheme Specific Risk factors, Additional Risk Factors, Specific Risk Factors, 

etc.Thus, when you question yourself on whether or not to invest in mutual funds, you must 

evaluate and then park your money into mutual funds. 
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INTRODUCTION 

ANGLE BROCKING Company is one of the largest independent full-service 

retail broking houses in India in terms of active clients on NSE as of July 31, 2018. We are a 

technology-led financial services company, that provides broking and advisory services, 

margin funding, loans against shares (through one of our Subsidiary, Angel Fincap Private 

Limited), and financial products distribution to our clients under the brand "Angel Broking". 

Our broking services are offered through (i) our online and digital 

platforms and (ii) our network of more than 11,000 sub-brokers, as of June 30, 2018. We 

have more than 850,000 downloads of our Angel Broking mobile app and more than 

450,000 downloads of Angel BEE app, which enables our clients to avail our services 

digitally. Through our network of sub-brokers and over 110 branches, we have a pan-India 

presence in over 1,800 cities and towns as of June 30, 2018. As of June 30, 2018, our 

Company managed Rs. 113.02 billion in client assets and over 1.11 million active broking 

accounts. 

Angel Broking Limited (formerly known as Angel Broking Private Limited) is 

a member of the Bombay Stock Exchange (BSE), National Stock Exchange (NSE), 

Metropolitan Stock Exchange of India (MSEI), NCDEX & MCX. Angel Broking Limited 

(formerly known as Angel Broking Private Limited) is also registered as a Depository 

Participant with CDSL. We believe that our experience of over two decades has helped us to 

integrate our knowledge and expertise in the broking industry with the technology we 

provide to our retail clients through various platforms. 
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We have enhanced client engagement and experience through application 

of technology to all our services, including the launch of our mobile application for broking 

services in the year 2011, KYC authentication and complete client on-boarding through the 

electronic and digital medium in the year 2015 and 2016, respectively. 

Angle Broking Company Strengths: 

We believe we have the following competitive strengths: 

1) One of the largest independent full-service retail broking houses in terms of   number of 

clients on NSE with strong brand equity 

2) Ensuring client satisfaction through the implementation of advanced technology and 

digitisation. 

3) Strong client base through our online and digital platform and sub-broker network 

4) Significant market share in the cash and commodity segment 

5) Track record of continuous growth and strong financial performance. 

6) Proven and experienced management team and execution strength 

Company Vision: 

To provide best value for money to investors through innovative products, 

investment strategies, advanced technology, and personalized service. 
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Company Motto: 

To have complete harmony between quality in process and continuous 

improvement to deliver exceptional service that will benefit our clients. 

Company Achievements: 

2018: 

Our Company was granted the 'Fulcrums of Commodity Derivatives Market' award 

by MCX 

2018: 

Our Company was certified as a 'Great Workplace' after the successful assessment 

conducted by Great Place to Work Institute, India for a period between March, 2018 and 

February, 2019 

2018: 

Our Company was granted the 'CEO Award for Best Trading Platform of the year 

2018 in India,' and "Angel BEE" was granted the 'CEO Award for Best Mobile App for Mutual 

Fund Investments of the year 2018' at the BSE Commodity Equity Outlook Weekend 2018 

organized by Tefla’s 

Angle Broking Company Products And Services: 

I. PRODUCTS: 

i. Equities Trading: 
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Shares are one of the best long-term investments in the financial market place. 

However, it can be a precarious proposition due to the risks involved in potential returns. 

The level of risk involved varies but, if you want to make money, you can't cut out all the 

risk. It’s best to take help of an experienced and trustworthy expert who will guide you on 

when, where and how to invest. 

Angel Broking provides thorough guidance on the stock market along with 

multiple trading solutions and value-added tools & services so that you get the best returns 

out of your investments. 

ii. Currency Trading: 

The global increase in trade and foreign investments has led to inter-connection 

of many national economies. This and the resulting fluctuations in exchange rates, has 

created a huge international market for Forex, opening up another exciting avenue for 

trading. The Forex market offers unmatched potential for profitable trading in any market 

condition or any stage of the business cycle. 

iii. Futures and Options: 

The derivative segment is a highly lucrative market that gives investors an 

opportunity to earn superlative profits (or losses) by paying a nominal amount of margin. 

Over past few years, Future & Options segment has emerged as a popular medium for 

trading in financial markets. Future contracts are available on Equities, Indices, Currency and 

Commodities. 
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Angel with its membership as Trading and Clearing Member of NSE F&O 

Segment and BSE Derivatives Segment, provides you a gateway to the exciting world of 

derivative market. 

II. SERVICES: 

i. Demat Account: 

Initially, stocks and shares used to be exchanged via physical receipts called 

certificates. However, this resulted in lengthy paperwork and took up a lot of time. To 

counter this and to take advantage of an electronic trading platform which was gaining 

traction in West and the Asian Markets, the process of dematerialisation (demat) of shares 

was initiated in 1996. Physical share certificates were converted into electronic form 

securities of equivalent number and price and were credited to the investor’s demat 

account. Thus, the advent of trading commenced this way. 

In a more simplistic approach, demat accounts allow the investor to buy and 

sell as well as transact not only shares and stocks but other products conveniently without 

the need of any sort of paperwork. Open your Demat account by registering with a Stock 

Broker from Angel Broking Investing in physical shares is a lot of paperwork together with a 

lengthy procedure and a high risk of receiving fake shares. To keep this entire process 

simple and streamlined, an investor should choose to open a demat account. 

Online trading, enables the shares and securities to be held in such an account 

in dematerialized or electronic format. Dematerialisation is the process of converting the 

physical share certificates to an electronic form to increase its accessibility As per SEBI 

guidelines, such accounts is mandatory for every shareholder who intends to trade in stocks 
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and shares and other products. Hence, to settle trades electronically, an investor requires a 

specific demat account number. 

It is a similar concept to that of a bank account; wherein there is a record of 

the debt and credit of the balances maintained in a bank passbook. Likewise, when a 

purchase or sale of a share is undertaken, it will be either credited or debited to or from the 

account respectively. Thus, holding a such an account allows the investor to buy and sell 

shares or any other product and hold them safe and sound. 

A demat account can be used to retain several investments like shares, stocks, 

index and gold, bonds, Government securities, initial public offerings(IPO), Exchange traded 

funds (ETF), non-convertible debentures NCD), mutual funds, etc. which are traded on the 

exchanges. You can open a demat account without owning any shares or products together 

with maintaining a zero balance account. 

i. Functioning Of a Demat Account: 

All your shares and investments namely securities, bonds, mutual funds, 

government securities, ETF are held either in electronic or demat form in your demat 

account. It is imperative to understand the process and bodies involved with the working of 

such an account. Below are the main functions of a demat account : 

i. Depository: 

At present, two depositories are registered with SEBI (i) CDSL – Central 

Depository of Securities Ltd. (ii) NSDL – National Depository of Securities Ltd. These 
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depositories hold your demat account on your behalf. The working is similar to that of a 

bank. 

ii. Depository Participant(s)(DP): 

An agent of the depository through which it interfaces with the investor. 

Financial institutions, scheduled commercial banks, foreign banks having operations in India 

approved via RBI – Reserve bank of India, stock brokers, clearing corporations or houses, 

state financial corporations, NBF, share transfer agent, etc., complying with the conditions 

proposed by SEBI can be registered as a DP. Banking services can be availed through a 

branch; however, depository services can be availed via a DP. 

iii. Portfolio Holding: 

The demat account enables you to view your portfolio holdings of investments 

every time a transaction is undertaken. Since it is an automated process every purchase and 

sale is recorded with the minutest details of price, date of purchase or date of purchase, 

quantity etc. 

iv. Unique ID: 

Every single demat account has a unique verification identity number. This is 

used during transactions to aid the companies to identify and credit the securities in the 

specific investor's account. It is a unique 16 digit number, the first eight digits are the DP id, 

and the last 8 are the Client Id ( investor account). 
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ii. FACILITIES OFFERED BY A DEMAT ACCOUNT: 

Demat account opening offers a wide range of facilities for the investor. Let us 

look at a few of them below: 

i. Transfer of Investments: 

A demat account aids the transfer of shares of an investor. By filling in a 

Delivery Instruction Slip ( DIS ) with all the relevant investor specifics, it enables an effortless 

transfer of shares. However, it is not only limited to shares, but various investments or 

security holding can also be transferred through a such an account. 

ii. Dematerialisation and Rematerialisation: 

A demat account assists the conversion of securities into different formats 

easily. By instructing your DP – depository participant for dematerialisation, to carry out the 

formalities to convert the physical share certificate into an electronic form. On the other 

hand, the investor can get their electronic security holding converted back to the physical 

form via the process of Rematerialization, wherein an RRF – Re-mat Request form is to be 

filled in by the DP. 

iii. Loan Facility: 

The securities held in the account can provide the investor his exact and detailed 

holding to enable him to apply for a loan from a bank or financial institution. The securities 

can be provided as collateral towards the loan. 
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iv. Corporate Actions: 

Such accounts assist the investor in tracking and maintaining his securities. This is 

specifically required to monitor split of any equity shares, bonus issues or any other action 

taken by the companies for their shareholders. These are directly updated in the account. 

v. Freezing Your Demat Account: 

Investors are provided the option to freeze your account for a specific period or 

as per requirement. At times this is undertaken to prevent unexpected activities in the 

account. However, to avail this facility a particular amount of shares should be present in 

the investor's account. 

vi. Speed E- Facility: 

NSDL has provided an electronic facility for their investors to complete a 

transaction through the submission of an e-slip which is then sent to their DP. 

ii. Trading Account: 

A trading account is an interface that allows buying and selling of shares. It 

acts as an interface between the investors’ bank and Demat accounts. Shares purchased 

through this account are credited to one’s Demat account. Sold shares are debited from the 

Demat account and sales proceeds are credited to the bank account. There is no restriction 

on the number of Demat accounts that an individual can avail. 

Features and Benefits of Trading Account: 

i. Buy or sell shares either on the phone or online. 
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ii. Expert recommendations allow investors to access the best performers in various 

categories. 

iii. Regular market updates and free news alerts on successfully opening an online trading 

account. 

iv. Using the margin investing option, investors can increase their exposure on various 

shares. 

v. A high-speed trading platform allows trading in the stock markets in real time without 

any delays to maximize profits. 

vi. Orders can be placed during after-market hours using special facilities. 

vii. Expert research advice can be availed from an experienced team of analysts. 

A trading account allows an investor to set his own personal trading limits. 

Investors are allowed to buy/sell stocks, gold ETF, Forex, ETF, and Derivatives using a trading 

account. A few benefits of trading accounts are given below. It is easy to set up and offers 

telephonic and online access. An investor does not need to carry physical transactions in 

order to buy/sell securities. It shows the relation between gross profit and sale. This helps to 

measure an investor’s profItability position. It also reflects the ratio between costs of goods 

sold and gross profits. 
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iii. Intra-Day: 

Intraday trading is riskier than investing in the regular stock market. It is 

important, especially for beginners, to understand the basics of such trading to avoid losses. 

Individuals are advised to invest only the amount they can afford to lose without facing 

financial difficulties. A few intra-day trading tips discussed below should help investors in 

making the right decision. 

Tips For Intra-Day: 

i. Choose Two or Three Liquid Shares: 

Intraday trading involves squaring open positions before the end of the trading 

session. This is why it is recommended to choose two or three large-cap shares that are 

highly liquid. Investing in mid-size or small-caps can result in the investor having to hold 

these shares because of low trading volumes. 

ii. Determine Entry and Target Prices: 

Before placing the buy order, you must determine your entry level and target 

price. It is common for a person’s psychology to change after purchasing the shares. As a 

result, you may sell even if the price sees a nominal increase. Due to this, you may lose the 

opportunity to take advantage of higher gains because of the price increase. 

iii. Utilizing Stop Loss for Lower Impact: 

Stop loss is a trigger that is used to automatically sell the shares if the price 

falls below a specified limit. This is beneficial in limiting the potential loss for investors due 
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to the fall in the stock prices. For investors who have used short-selling, stop loss reduces 

loss in case the price rises beyond their expectations. This intra day trading strategy ensures 

emotions are eliminated from your decision. 

iv. Book Your Profits when Target is reached: 

Most day traders suffer from fear or greed. It is important for investors to 

not only cut their losses, but also to book their profits once the target price is reached. In 

case the individual thinks the stock has a further possibility of rising in price, the stop loss 

trigger must be readjusted to match this expectation. 

v. Avoid being an Investor: 

Intraday trading, as well as investing, requires individuals to purchase 

shares. However, factors for both these strategies are distinct. One kind adopts 

fundamentals while the other considers the technical details. It is common for day traders 

to take delivery of shares in case the target price is not met. He or she then waits for the 

price to recover to earn back his or her money. This is not recommended because the stock 

may not be worthy of investing, as it was purchased only for a shorter duration. 

vi. Research your Wish list thoroughly: 

Investors are advised to include eight to 10 shares in their wish lists and 

research these in depth. Knowing about corporate events, such as mergers, bonus dates, 

stock splits, dividend payments, etc., along with their technical levels is important. Using the 

Internet for finding resistance and support levels will also be beneficial. 
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vii. Don’t Move against the Market: 

Even experienced professionals with advanced tools are not able to predict 

market movements. There are times when all technical factors depict a bull market; 

however, there may still be a decline. These factors are only indicative and do not provide 

any guarantees. If the market moves against your   expectations, it is important to exit your 

position to avoid huge losses. 

Stock returns can be huge; however earning smaller gains by adhering to 

these intra-day trading tips & strategies should be satisfactory. Intraday trading provides 

higher leverage, which effectively provides decent returns in one day. Being content is 

crucial to succeeding as a day trader. 

iv. Initial Public Offer: 

IPO means Initial Public Offering. It is a process by which a privately held 

company becomes a publicly traded company by offering its shares to the public for the first 

time. A private company, that has a handful of shareholders, shares the ownership by going 

public by trading its shares. Through the IPO, the company gets its name listed on the stock 

exchange. A company before it becomes public hires an investment bank to handle the IPO. 

The investment bank and the company work out the financial details of the IPO in the 

underwriting agreement. Later, along with the underwriting agreement, they file the 

registration statement with SEC. SEC scrutinizes the disclosed information and if found right, 

it allots a date to announce the IPO. 
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Offering an IPO is a money-making exercise. Every company needs money, it 

maybe to expand, to improve their business, to better the infrastructure, to repay loans, 

etc. Trading stocks in the open market mean increased liquidity. It opens door to employee 

stock ownership plans like stock options and other compensation plans, which attracts the 

talents in the cream layer. A company going public means that the brand has gained enough 

success to get its name flashed in the stock exchanges. It is a matter of credibility and pride 

to any company. In a demanding market, a public company can always issue more stocks. 

This will pave the way to acquisitions and mergers as the stocks can be issued as a part of 

the deal. 

i. Background checks: 

The Company obviously does not have enough historical data to back your 

decision, because it is just going public now. The red herring is the data on the IPO details 

which is provided in the prospectus, you need to scrutinize it. Know about the fund 

management team and their plans of IPO generated fund utilization. 

ii. Underwriting: 

The process of underwriting is raising investments by issuing new securities. 

Be cagey of the underwriting of small investment banks. They may be willing to underwrite 

any company. Usually, an IPO with a success potential is backed by big brokerages that have 

the ability to endorse a new issue well. 
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iii. Lockup periods: 

Often IPO takes a deep downtrend after the IPO goes public. The reason behind 

this fall of the share price is the lockup period. A lockup period is a contractual caveat which 

refers to a period of time the company’s executives and investors are not supposed to sell 

their shares. After the lock-up period ends, the share price experiences a drop in its price. 

iv. Flipping: 

People who buy stocks of the company going public and sell off on the secondary 

market in the view to get quick money are called flippers.  Flipping initiates the trading 

activity. 

Portfolio Management services: 

These Portfolio Management Services Offer By The Company 

i. Diversification of portfolio for containing non-systematic risks in equity market 

ii. Active risk management 

iii. Active review and re balancing 

iv. Expert management 

v. Solid risk management 

vi. Experienced and robust fund management team 
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Angle Broking Fund Management Team: 

Mayuresh Joshi 

As Portfolio Manager at Angel Broking, Mr. Mayuresh Joshi is responsible for 

managing Funds and Portfolios with different investment mandates and strategies. He’s 

known for his expertise in portfolio construction, asset allocation and performance 

measurement techniques, and has a varied portfolio of clients across Angel’s HNI, MNI and 

SME. 

He’s methodically interprets complicated financial information and makes 

informed financial recommendations to different categories of investors. He’s an expert in 

building valuation and risk models, and follows strict adherence to procedures and 

regulatory requirements. He has consistently delivered returns for clients through 

systematic allocation of funds across multiple asset classes, through his ability to identify 

winners in bull as well as bear markets. 

 

A Company Secretary by training and an expert in Corporate Law, Mr. 

Mayuresh Joshi has been engaged in building multiple verticals for the Angel Group. 

Risk Factors Of The Company: 

Investments in securities are subject to market risks, which include a price 

fluctuation risk. There is no assurance or guarantee that the objectives of any of the 

schemes mentioned in this document will be achieved. The investments made by the 

various schemes may not be suitable to all categories of investors. The names of the 
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schemes do not, in any manner, indicate their prospects or returns. The performance in the 

equity schemes may be adversely affected by the performance of individual companies, 

changes in the marketplace, and industry-specific and macro-economic factors. The debt 

investments and other fixed-income securities may be subject to interest rate risk, liquidity 

risk, credit risk and re-investment risk. Liquidity in these investments may be affected by 

trading volumes, settlement periods and transfer procedures. 

Technology stocks and some of the investments in the niche sectors run 

the risk of volatility, high valuation, and obsolescence and low liquidity. One or more of the 

schemes may use derivative instruments like index futures, stock futures, and options 

contracts, warrants, convertible securities, swap agreements or any other derivative 

instruments for the purpose of hedging and portfolio balancing, as permitted under the 

regulations and guidelines. The use of a derivative requires an understanding not only of the 

underlying instrument but of the derivative itself. Derivatives require the maintenance of 

adequate controls to monitor the transactions entered into, the ability to assess the risks 

that a derivative adds to the portfolio, and the ability to forecast price or interest rate 

movement correctly. 

Schemes using derivative futures & options products are affected by risks 

different from risks associated with stocks and bonds. Such products are high leverage 

instruments and their use requires a high degree of skill and expertise. Small price 

movements in the underlying securities may have a large impact on the value of derivative 

futures & options. Some of the risks relate to mispricing or the improper valuation of 

derivative futures & options, and the inability to correlate the positions with underlying 

assets, rates and indices. 
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Also the derivative futures & options markets are uncertain in India. In the 

case of stock-lending, risks relate to the default from counter parties with regards to the 

securities lent and the corporate benefits thereof, inadequacy of the collateral and the 

settlement risks. The portfolio manager is not responsible or liable for any loss resulting 

from the operations of the scheme. The performance of the schemes may be affected by 

changes in government policies, general levels of interest rates, and risks associated with 

trading volumes, liquidity and settlement systems in equity and debt markets. The scheme 

may invest in non-publicly offered debt securities and unlisted equities. This may expose the 

scheme to liquidity risks. 

Personalized Services For Every One: 

As members of BSE and NSE, Angel Securities offers Institutional Investors the 

facility to perform and execute any trade in the Indian Equity Markets. We’ve set a keen eye 

on the Indian Equity Markets for over two decades and overtime developed the proficiency 

to predict market trends, sector cyclical movements and even spot potential multi-baggers 

to be picked at the right time for the right kind of investment, as desired by the investment 

houses. 

All trades are executed backed by market trends and reports, thereby 

safeguarding the client's interest and attempting to maximize revenues. To seize 

opportunities provided by the Equity Markets we use state-of-the-art technology to help 

you keep up with the market pace. We also offer high-end technological platform - Direct 

Market Access (DMA) based on your specific requirements. 
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Our dedicated Sales Traders have the expertise, skills and resources to 

recommend stocks and sectors based on the requirement of clients, and truly work towards 

achieving long-term investment goals. We ensure total transparency in our dealings and 

absolute confidentiality of information related to all our clients. 
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CHAPTER –4 

THEORETICAL FRAMEWORK 
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A mutual fund is a financial intermediary that pools the savings of investors for collective 

investment in a diversified portfolio of securities. A fund is “mutual” as all of its returns, 

minus its expenses, are shared by the fund’s investors. Mutual fund is a collective savings 

scheme. Mutual funds play an important role in mobilizing the savings of small investors and 

channelizing the same for productive ventures in the Indian economy. 

There are various investment avenues available to an investor such as real estate, bank 

deposits, post office deposits, shares, debentures, bonds etc. A mutual fund is one more type 

of investment avenue available to investors.There are many reasons why investors prefer 

mutual funds. Buying shares directly from the market is one way of investing. 

But this requires spending time to find out the performance of the company whose share is 

being purchased, understanding the future business prospects of the company, finding out the 

track record of the promoters and the dividend, bonus issue history of the company etc. An 

informed investor needs to do research before investing. 

However, many investors find it cumbersome and time consuming to pore over so much of 

information, get access to so much of details before investing in the shares. Investors 

therefore prefer the mutual fund route. 

 

 

 

A mutual fund serves as a link between the investor and the securities market by mobilizing 

savings from the investors and investing them in the securities market to generate returns. 

Thus, a mutual fund is akin to portfolio management services (PMS). Although, both are 
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conceptually same, they are different from each other. Portfolio management services are 

offered to high net worth individuals; taking into account their risk profile, their investments 

are managed separately. Mutual funds can also act as a market stabilizer, in countering large 

inflows or outflows from foreign investors. Mutual funds are therefore viewed as a key 

participant in the capital market of any economy. 

In the case of mutual funds, savings of small investors are pooled under a scheme and the 

returns are distributed in the same proportion in which the investments are made by the 

investors/unit-holders. Mutual fund is a collective savings scheme. Mutual funds play an 

important role in mobilizing the savings of small investors and channelizing the same for 

productive ventures in the Indian economy. 

STRUCTURE OF MUTUAL FUNDS IN INDIA : 

Over the last couple of months we have been looking at various aspects  mutual funds, 

whether it is about their portfolio or performance or how to compare them. We however 

did not discuss some fundamentals – on how a mutual fund house is structured. Here it 

comes, a bit late but hopefully useful for you to understand the product better. Mutual 

funds in India are regulated by the Securities and Exchange Board of India (SEBI). Since 

running of a mutual fund involves managing of investors’ money, SEBI  prescribes 

comprehensive set of guidelines in the functioning of a mutual fund through the “SEBI MF 

regulations 1996”. These regulations stipulate that a mutual fund must be a three-tired 

structure. 

under the purview of SEBI and they need to make necessary disclosures. 
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Value of stocks, historical performance of the fund, fund manager’s 

qualification and the track records are known. The NAV (net asset value) of the fund is 

updated every day. On any mutual fund page like Grow– you can look at the details about 

the mutual fund. 

i. Option to Choose SIP or Lump sum: 

Mutual funds also give you the flexibility to invest through SIP (s 

Fund Sponsor: 

The Sponsor is the main body that establishes the Mutual fund.  The 

Sponsor can be compared to a promoter of a company. The responsibility of the sponsor 

includes appointing the trustees with the approval of SEBI and setting up an AMC under the 

Companies act 1956 while getting the trust registered with SEBI.  Since the Sponsors play 

the most important role in the functioning of a mutual fund, SEBI has a set of strict 

guidelines for the eligibility of a sponsor. 

Some of them are as follows: the sponsor should have a sound track record 

of carrying out business in the financial services space for not less than five years. A Sponsor 

also needs to have made profits in at least three of the five years including the latest year.  

During the same period, it is also important that the sponsor has had a positive net worth. It 

should be contributing a minimum of 40 per cent net worth of the AMC. it is also important 

that the sponsor has a good track record of fairness and integrity in all its transactions. 

Trustee: 
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The main role of a trustee is to ensure that the interest of the unit holders is 

protected while making sure that the mutual fund complies with all the regulations of SEBI. 

Either, the sponsor should appoint four trustees or establish a trustee company with at least 

four independent directors.  Additionally, at least two thirds of the trustees or the directors 

should be independent not associated with the sponsor in any way. 

Asset Management Company (AMC): 

The AMC is the investment manager of the trust. It takes care of the day 

today operation of the mutual fund and managing the investors money as well.  The AMC is 

appointed either by the trustee or the Sponsor after obtaining the approval of SEBI. The 

AMC consists of the Chief Investment Officer, the fund managers and analysts, who are 

together responsible for managing the various schemes launched.  The compliance officer 

ensures compliance of all the activities of the AMC in line with SEBIs rules and regulations.  

For example; HDFC AMC is the Asset Management Company for HDFC Mutual Fund. 

 

 

 

Custodian: 

A custodian’s role is safe keeping of physical securities and also keeping a 

tab on the corporate actions like rights, bonus and dividends declared by the companies in 

which the fund has invested. The Custodian is appointed by the Board of Trustees. The 
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custodian also participates in a clearing and settlement system through approved 

depository companies on behalf of mutual funds, in case of dematerialized securities. 

In India today, securities (and units of mutual funds) are no longer held in 

physical form but mostly in dematerialized form with the Depositories. The holdings are 

held in the Depository through Depository Participants (DPs). Only the physical securities 

are held by the Custodian. The deliveries and receipt of units of a mutual fund are done by 

the custodian or a depository participant at the instruction of the AMC and under the 

overall direction and responsibility of the Trustees.Regulations provide that the Sponsor and 

the Custodian must be separate entities. 

Registrar and Transfer Agent (RTA): 

The RTA maintains and updates all the investors records. The main function is 

investor servicing through its office and various other branches.  Its functions includes 

processing of investor application, purchase and redemption transactions by investors in 

various schemes and plans. 

Registrars and Transfer Agents (RTA) perform the important role of maintaining 

investor records. All the New Fund Offer (NFO) forms,redemption forms (i.e. when an 

investor to exit from a scheme, it requests for redemption) go to the RTA office where the 

information is converted from physical to electronic form. How many units will the investor 

get, at what price, what is the applicable NAV, how much money will he get in case of 

redemption, exit loads, folio number, etc. is all taken care of by the RTA. 

Advantages Of Mutual Funds: 
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ii. Diversification: 

To diversify is to reduce risk. For example, let’s say you buy milk from one 

milkman. If someday he falls ill, you won’t have any milk to drink! On the other hand, if you 

buy milk from two milkmen, If one falls ill, you’ll still have supply from the other. 

The advantage of mutual funds is that diversification is automatically done. Instead 

of buying shares, bonds, and other investments on your own, you outsource the task to an 

expert. 

iii. Professional Management: 

Investing is obviously not an easy task. Investing, be it in shares, real estate, 

gold, bonds, and so on depends on a multitude of factors that constantly need to be studied 

and understood. The advantage of mutual funds is that they are managed by professional 

experts. Thus, to ensure your money is invested in the right place, you have to choose the 

right mutual fund. 

Once invested in a mutual fund, you can relax with the knowledge that an 

expert will make necessary changes to the portfolio whenever required. This isn’t to say that 

you shouldn’t review your investments in mutual funds.  If you’ve chosen your mutual fund 

carefully, reviewing it once a year is usually enough. 

iv. Liquidity: 

One advantage of mutual funds that is often overlooked is liquidity.  In 

financial jargon, liquidity basically refers to the ability to convert your assets to cash with 

relative ease. 
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Mutual funds are considered liquid assets since there is high demand for many of the funds. 

You can, therefore, retrieve money from a mutual fund very quickly. 

v. Cost: 

Mutual funds are one of the best investment options considering the costs 

involved. If you hire a portfolio management service, you’ll typically be charged 2% to 3% of 

the total investment per year. They will also deduct a share from your profit. Mutual funds 

are relatively cheaper and deduct only  1% to 2% of the expense ratio. Debt mutual funds 

usually deduct even lesser. Read more about expense ratio: click here to open in new tab. 

vi. Tax Efficiency: 

Mutual funds are relatively more tax-efficient than other types of investments. 

Long-term capital gain tax on equity mutual fund is zero, which means, if you sell your 

investment one year after purchase, you don’t have to pay tax. For debt funds, long-term 

capital gains apply when you hold them for 3 years. 

To understand tax on mutual funds: 

1.It is a surrogate route to the direct stock market 

2.The minimum investment is Rs 500 per month 

3.It has a lock-in-period of only 3-years 

4.The returns are tax-free as well 

6. You Can Start with a Small Amount 
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Unlike other investments like real estate or stocks, mutual funds allow you to 

start as small as Rs 500. One can start with mutual funds with as low as Rs 500 or Rs 1000. 

Some funds, like Reliance Small Cap Fund allow you to start with just Rs 100. 

vii. Safe and Transparent: 

Investments in mutual funds are very transparent. All mutual fund 

companies come under the purview of SEBI and they need to make necessary disclosures. 

Value of stocks, historical performance of the fund, fund manager’s 

qualification and the track records are known. The NAV (net asset value) of the fund is 

updated every day. On any mutual fund page like Grow– you can look at the details about 

the mutual fund. 

viii. Option to Choose SIP or Lump sum: 

Mutual funds also give you the flexibility to invest through SIP (systematic 

investment plan) or lump sum 

 

 

 

Disadvantages of Mutual Funds: 

i. Costs: 

Surprised to see “Cost” in both advantages and disadvantages of mutual funds? 
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Some mutual funds have a high cost associated with them. Mutual funds charge 

for managing the funds, fund managers salary, distribution costs etc. Depending on the 

fund, these charges can be significant. When you exit from your mutual fund, you might be 

charged an extra cost as exit load. Do check out exit loads before investing in a fund. 

Typically, exit loads are applicable if you sell your investments within a specified duration. 

Investors should note that different funds have different expense ratios. 

Passively managed funds like index funds or ETF(Exchange Traded Funds) have lower 

expense ratios than actively managed funds. This is because passively managed funds track 

the underlying index and do not require a fund manager to take active investment 

calls.Lower costs reflect the operational efficiency of a mutual fund house. 

 

 

ii. Dilution: 

This is the most prominent of all disadvantages. Diversification has an averaging 

effect on your investments. While diversification saves you from suffering any major losses, 

it also prevents you from making any major gains! Thus, major gains get diluted. This is 

exactly why it is recommended that you do not invest in too many mutual funds. Mutual 

funds are themselves diversifying investments. Therefore, buying many mutual funds in the 

name of diversifying dilutes your gains. 

Types Of Mutual Funds: 

III. Open Ended Mutual Funds 
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IV. Closed Ended Mutual funds 

Open Ended Mutual Funds : 

Open-end mutual funds must be willing to buy back ("redeem") their shares 

from their investors at the net asset value (NAV) computed that day based upon the prices 

of the securities owned by the fund. In the United States, open-end funds must be willing to 

buy back shares at the end of every business day. In other jurisdictions, open-funds may 

only be required to buy back shares at longer intervals. For example, UCITS funds in Europe 

are only required to accept redemption twice each month (though most UCITS accept 

redemption daily). 

Most open-end funds also sell shares to the public every business day; these shares are 

priced at NAV. Most mutual funds are open-end funds. 

 

Closed Ended Mutual funds : 

Closed-end funds generally issue shares to the public only once, when they 

are created through an initial public offering. Their shares are then listed for trading on a 

stock exchange. Investors who want to sell their shares must sell their shares to another 

investor in the market; they cannot sell their shares back to the fund. 

The price that investors receive for their shares may be significantly different 

from NAV; it may be at a "premium" to NAV (i.e., higher than NAV) or, more commonly, at 

a "discount" to NAV (i.e., lower than NAV). 
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Net Asset Value(NAV) In Mutual Funds: 

Net Asset Value (NAV) represents a fund's per share market value. This is 

the price at which investors buy ("bid price") fund shares from a fund company and sell them 

("redemption price") to a fund company. It is derived by dividing the total value of all the 

cash and securities in a fund's portfolio, less any liabilities, by the number of shares 

outstanding. An NAV computation is undertaken once at the end of each trading day based 

on the closing market prices of the portfolio's securities. 

FOR EXAMPLE: 

if a fund has assets of $50 million and liabilities of $10 million, it would have a total value of 

$40 million. 

This number is important to investors, because it is from here that the price per 

unit of a fund is calculated. By dividing the total value of a fund by the number of 

outstanding units, you are left with the price per unit — the form of measurement in which 

NAV is usually given. In our example, if the fund had 4 million shares outstanding, the price-

per-share value would be $40 million divided by 4 million, which equals a NAV of $10 per 

share. 

A fund's net asset value (NAV) equals the current market value of a fund's 

holdings minus the fund's liabilities (this figure may also be referred to as the fund's "net 

assets"). It is usually expressed as a per-share amount, computed by dividing net assets by 

the number of fund shares outstanding. Funds must compute their net asset value 

according to the rules set forth in their prospectuses. Most compute their NAV at the end of 

each business day. 
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Valuing the securities held in a fund's portfolio is often the most difficult part of calculating 

net asset value. The fund's board typically oversees security valuation. 

Systematic Investment Plan: 

SIP or a Systematic Investment plan is one of the best ways of Investing your 

money. Sip's start the process of wealth creation where a small amount of money is 

invested over regular intervals of time and this investment being invested in the stock 

market generates returns over time. 
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CHAPTER - 5 

DATA ANALYSIS 
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TABLE 1: 

Comparison Of Lump sum Vs SIP For The Year 2015 By Using 

Franklin Growth Scheme NAV : 

Date 

Franklin 

Growth 

NAV 

Chg in 

Rs 

Chg 

in % 

Lump sum 

Investment 

Lump sum 

Units 

Cumulative 

Units In 

Lumsum 

SIP 

Investment 

SIP 

Units 

Cumulative 

Units 

In SIP 

Dec-14 74.69         

Jan-15 73.84 -0.85 -1.14 12000.00 162.51 162.51 1000 13.54 13.54 

Feb-15 77.91 4.07 5.51   162.51 1000 12.84 26.38 

Mar-15 77.16 -0.75 -0.96   162.51 1000 12.96 39.34 

Apr-15 76.91 -0.25 -0.32   162.51 1000 13.00 52.34 

May-15 78.08 1.17 1.52   162.51 1000 12.81 65.15 

Jun-15 77.03 -1.05 -1.34   162.51 1000 12.98 78.13 

Jul-15 78.81 1.78 2.31   162.51 1000 12.69 90.82 

Aug-15 74.98 -3.83 -4.86   162.51 1000 13.34 104.16 
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Sep-15 72.40 -2.58 -3.44   162.51 1000 13.81 117.97 

Oct-15 77.20 4.80 6.63   162.51 1000 12.95 130.92 

Nov-15 77.73 0.53 0.69   162.51 1000 12.87 143.79 

Dec-15 73.37 -4.36 -5.61   162.51 1000 13.63 157.42 

          

          

Annual 

Return 
 -1.32 -1.77       

          

Total     162.51   157.42  

          

SD   3.73       

          

Variance   13.95       

          

Sharp 

Ratio 
  -2.35       
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GRAPH : 

Graphical Representation Of Lump sum Vs SIP For The Year 2015 : 

 

 

Interpretation : 

From the above table for the year 2015 Franklin growth NAV is Decreased 

from 73.84 to 73.37. the overall return is -1.32 (in RS)and -1.77 (in %). the investors who are 

invested in Lump sum they will get 162.51 Units. Who are invested in SIP they will get 

157.42 Units.the SIP investors can get Maximum Units from September (13.81 

Units).Minimum Units from July (12.69 Units). the Sharp Ratio is -2.35%. 
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TABLE 2 

Comparison Of Lump sum Vs SIP For The Year 2016 By Using 

Franklin Growth Scheme NAV : 

Date 

Franklin 

Growth 

NAV 

Chg in 

Rs 

Chg 

in % 

Lump sum 

Investment 

Lump sum 

Units 

Cumulative 

Units In 

Lumsum 

SIP 

Investment 

SIP 

Units 

Cumulative 

Units 

In SIP 

Dec-15 73.37         

Jan-16 68.81 -4.56 -6.22 12000.00 174.39 174.39 1000 14.53 14.53 

Feb-16 69.33 0.52 0.76   174.39 1000 14.42 28.96 

Mar-16 73.52 4.19 6.04   174.39 1000 13.60 42.56 

Apr-16 73.76 0.24 0.33   174.39 1000 13.56 56.12 

May-16 74.94 1.18 1.60   174.39 1000 13.34 69.46 

Jun-16 74.32 -0.62 -0.83   174.39 1000 13.46 82.92 

Jul-16 77.81 3.49 4.70   174.39 1000 12.85 95.77 

Aug-16 78.03 0.22 0.28   174.39 1000 12.82 108.58 

Sep-16 78.54 0.51 0.65   174.39 1000 12.73 121.31 
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Oct-16 76.38 -2.16 -2.75   174.39 1000 13.09 134.41 

Nov-16 78.76 2.38 3.12   174.39 1000 12.70 147.10 

Dec-16 76.61 -2.15 -2.73   174.39 1000 13.05 160.16 

 

 

 

Annual 

Return 

 

 

 

 

3.24 

 

 

 

4.42 

      

          

Total     174.39   160.16  

          

SD   3.36       

          

Variance   11.30       

          

Sharp 

Ratio 
  -0.77       

 



87 
 

 

GRAPH : 

Graphical Representation Of Lump sum Vs SIP For The Year 2016 : 

 

 

Interpretation : 

From the above table for the year 2016 Franklin growth NAV is Increased 

from  68.81 to 76.61. the overall return is 3.24 (in RS)and 4.42 (in %). the investors who are 

invested in Lump sum they will get 174.39 Units. Who are invested in SIP they will get 

160.16 Units.the SIP investors can get Maximum Units from January (14.53 Units).Minimum 

Units from November (12.70 Units). the Sharp Ratio is -0.77%. 
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TABLE 3 

Comparison Of Lump sum Vs SIP For The Year 2017 By Using 

Franklin Growth Scheme NAV : 

Date 

Franklin 

Growth 

NAV 

Chg in 

Rs 

Chg 

in % 

Lump sum 

Investment 

Lump sum 

Units 

Cumulative 

Units In 

Lumsum 

SIP 

Investment 

SIP 

Units 

Cumulative 

Units 

In SIP 

Dec-16 76.61         

Jan-17 79.12 2.51 3.28 12000.00 151.67 151.67 1000 12.64 12.64 

Feb-17 82.45 3.33 4.21   151.67 1000 12.13 24.77 

Mar-17 82.91 0.46 0.56   151.67 1000 12.06 36.83 

Apr-17 84.33 1.42 1.71   151.67 1000 11.86 48.69 

May-17 86.40 2.07 2.45   151.67 1000 11.57 60.26 

Jun-17 87.05 0.65 0.75   151.67 1000 11.49 71.75 

Jul-17 88.79 1.74 2.00   151.67 1000 11.26 83.01 

Aug-17 90.15 1.36 1.53   151.67 1000 11.09 94.10 
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Sep-17 91.62 1.47 1.63   151.67 1000 10.91 105.02 

Oct-17 94.03 2.41 2.63   151.67 1000 10.63 115.65 

Nov-17 96.60 2.57 2.73   151.67 1000 10.35 126.01 

Dec-17 94.51 -2.09 -2.16   151.67 1000 10.58 136.59 

          

          

 

Annual 

Return 

 

 

17.90 

 

23.37 

      

          

Total     151.67   136.59  

          

SD   1.61       

          

Variance   2.59       

          

Sharp 

Ratio 
  10.17       
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GRAPH : 

Graphical Representation Of Lump sum Vs SIP For The Year 2017 : 

 

 

Interpretation : 

From the above table for the year 2017 Franklin growth NAV is Increased from 

79.12 to 94.51. the overall return is 17.90 (in RS) and 23.37 (in %). the investors who are 

invested in Lump sum they will get 151.67 Units. Who are invested in SIP they will get 

136.59 Units.the SIP investors can get Maximum Units from January (12.64 Units).Minimum 

Units from November (10.35 Units). the Sharp Ratio is 10.17%. 
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TABLE 4 

Comparison Of Lump sum Vs SIP For The Year 2018 By Using 

Franklin Growth Scheme NAV : 

Date 

Franklin 

Growth 

NAV 

Chg in 

Rs 

Chg 

in % 

Lump sum 

Investment 

Lump sum 

Units 

Cumulative 

Units In 

Lumsum 

SIP 

Investment 

SIP 

Units 

Cumulative 

Units 

In SIP 

Dec-17 94.51         

Jan-18 100.69 6.18 6.54 12000.00 119.18 119.18 1000 9.93 9.93 

Feb-18 98.23 -2.46 -2.44   119.18 1000 10.18 20.11 

Mar-18 96.29 -1.94 -1.97   119.18 1000 10.39 30.50 

Apr-18 96.21 -0.08 -0.08   119.18 1000 10.39 40.89 

May-18 98.98 2.77 2.88   119.18 1000 10.10 50.99 

Jun-18 98.80 -0.18 -0.18   119.18 1000 10.12 61.12 

Jul-18 102.50 3.70 3.74   119.18 1000 9.76 70.87 

Aug-18 106.03 3.53 3.44   119.18 1000 9.43 80.30 
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Sep-18 107.59 1.56 1.47   119.18 1000 9.29 89.60 

Oct-18 97.92 -9.67 -8.99   119.18 1000 10.21 99.81 

Nov-18 100.41 2.49 2.54   119.18 1000 9.96 109.77 

Dec-18 89.98 -10.43 
-

10.39 
  119.18 1000 11.11 120.88 

          

          

 

Annual 

Return 

 

 

-4.53 

 

-4.79 

      

          

Total     119.18   120.88  

          

SD   5.07       

          

Variance   25.74       

          

Sharp   -2.32       
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Ratio 

GRAPH : 

Graphical Representation Of Lump sum Vs SIP For The Year 2018 : 

 

 

Interpretation : 

From the above table for the year 2018 Franklin growth NAV is Decreased 

from 100.69 to 89.98. the overall return is -4.53 (in RS)and -4.79 (in %). the investors who 

are invested in Lump sum they will get 119.18 Units. Who are invested in SIP they will get 

120.88 Units.the SIP investors can get Maximum Units from December (11.11 

Units).Minimum Units from September (9.29 Units). the Sharp Ratio is -2.32%. 
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TABLE 5 

Comparison Of Lump sum Vs SIP For The Year 2019 By Using 

Franklin Growth Scheme NAV : 

Date 

Franklin 

Growth 

NAV 

Chg in 

Rs 

Chg 

in % 

Lump sum 

Investment 

Lump sum 

Units 

Cumulative 

Units In 

Lumsum 

SIP 

Investment 

SIP 

Units 

Cumulative 

Units 

In SIP 

Dec-18 89.98         

Jan-19 98.05 8.07 8.97 12000 122.39 122.39 1000 10.20 10.20 

Feb-19 102.49 4.44 4.53   122.39 1000 9.76 19.96 

Mar-19 103.66 1.17 1.14   122.39 1000 9.65 29.60 

Apr-19 107.83 4.17 4.02   122.39 1000 9.27 38.88 

May-19 101.78 -6.05 -5.61   122.39 1000 9.83 48.70 

Jun-19 109.72 7.94 7.80   122.39 1000 9.11 57.82 
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Annual 

Return 
 19.74 21.94       

          

Total     122.39   57.82  

          

SD   5.26       

          

Variance   27.66       

          

Sharp 

Ratio 
  2.84       
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GRAPH : 

Graphical Representation Of Lump sum Vs SIP For The Year 2019 : 

 

Interpretation : 

From the above table for the year 2019 Franklin growth NAV is Increased 

from 98.05 to 109.72. the overall return is 19.74 (in RS)and 21.94 (in %). the investors who 

are invested in Lump sum they will get 122.39 Units. Who are invested in SIP they will get 

57.82 Units.the SIP investors can get Maximum Units from January (10.20 Units).Minimum 

Units from June (9.11 Units). the Sharp Ratio is 2.84%. 
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     FINDINGS & SUGGESTIONS 
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FINDINGS 

From the data analysis of “comparative analysis on performance of Lump sum 

investment plan vs systematic investment plan in mutual funds”for the year 2015 -2019 

with one scheme in monthly format & the following points were find. 

 

For the year 2015 

 

 We can say that Lump sum investors can get 162.51cumulative units and SIP investors 

can get 157.42 cumulative units. 

 It has been find out that for the year 2015 Lumsum investors can get more units when 

compare with SIP investors. 

 

For the year 2016 

 

 We can say that Lump sum investors can get 174.39 cumulative units and SIP investors 

can get 160.16 cumulative units. 

 It has been find out that for the year 2016 Lumsum investors can get more units when 

compare with SIP investors. 
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For the year 2017 

 We can say that Lump sum investors can get 151.67 cumulative units and SIP investors 

can get 136.59 cumulative units. 

 It has been find out that for the year 2017 Lumsum investors can get more units when 

compare with SIP investors. 

 

For the year 2018 

 

 We can say that Lump sum investors can get 119.18 cumulative units and SIP investors 

can get 120.88 cumulative units. 

 It has been find out that for the year 2018 SIP investors can get more units when 

compare with Lump sum investors. 

 

For the year 2019 
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 We can say that Lump sum investors can get 122.39 cumulative units and SIP investors 

can get 57.82 cumulative units. 

 It has been find out that for the year 2019 Lumsum investors can get more units when 

compare with SIP investors. 
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SUGGESTIONS: 

 Now a days investors willing to invest in stock markets(or)mutual funds.It is suggestible 

that the investment in the mutual fund organizations is beneficial to investors for hedge 

the risk with the proper indication by fund managers than the direct investment. 

 It is also suggested for the investor the consideration of historical performance and risk 

involved should not be the only criteria for investment, but past performance may not be 

reflected on future. 

 From the analysis I came to know that Lump sum investment plan will give more units 

when compare with Systematic Investment plan. 

 Here Lump sum investment plan have shown good performance. As most of the 

investors are opting for mutual funds these days,Lump sum investment is better 

investment plan according to my study. 

 

 

According to my consideration on these investment plans,Lump sum 

investment is better investment plan for investors who are making their investment in mutual 

funds. 
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FUNDS FLOW STATEMENT 
 

Introduction: 
 

The basic financial statement i.e., the balance sheet and profit and loss account (or) 

income statement of business, reveal that the net effect of the various transactions on the 

operational and financial position of the assets and liabilities of an undertaking at particular point 

of time. It reveals the financial status of the company.  The assets side of a balance sheet shows 

of the deployment of resources of an undertaking while the liabilities side indicates its  

obligation i.e., the manner in which these resources were obtained. The profit and loss account 

reflects the results of the business operations for a period of time. It contains a summary of 

expenses incurred and the revenues realized in an accounting period. Both these statements 

provide the essential basic information on the financial activities of a business. The balance  

sheet give a static view of the resources (liabilities) of a business and uses (assets) to which these 

resources have been accumulated but at a certain point of time. It does not disclose the cause for 

changes in the assets and liabilities between two different points of time. The profit and loss 

account, in a general way, indicates the resources provided by operations. But there are many 

transactions that take place in an undertaking and which do not operate through profit and loss 

account. Thus another statement has to prepare to show the change in the assets and liabilities 

from the end of one period of time to the end of another period of time. The statement is called a 

statement of changes in financial position or a funds flow statement. 

The funds flow statement in a statement which shows the movement of funds and is a 

report of the financial operations of the business undertakings. It indicates various means by 

which funds were obtained during a particular period and the way to which these funds were 

employed. In simple words, it is a statement of sources and applications of funds. 

 
 

Funds Flow Statement mainly disclosed information concerning financing and 

investing activities of a business concern and the consequent changes in its financial position of a 

period. This statement helps the owners and creditors to judge the financial management with 

respect to its ability in generating the funds from various sources and effectively utilizing them 
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for various productive uses without effecting device to analyse the changes in the financial 

condition of a business enterprise between two accounting dates. 

It is not mandatory on the part of business concerns to prepare a funds flow Statement. 

But for their benefit they have to prepare a funds flow Statement in addition to Income Statement 

and balance sheet. 

Definitions 
 

Robert N. Anthony: "The Funds Flow Statement described the sources from which 

additional funds derived and the uses to which these funds were put". 

Foulke: "A Statement of sources and application of funds is a technical device designed 

to analyse the changes in the financial condition of a business enterprises between two dates". 

Concepts of funds flow statements: 
 

The Funds Flow Statement helps in the analysis of the financial operations of the 

business, to know causes for changes in the assets and liabilities. It serves as an instrument for 

proper allocation of resources. 

This is an important tool in the hands of the management for decision making as well as 

for future planning and policy. The word 'Funds' has been defined in number of ways. 

 
 

 In the narrow sense, Funds means cash only. So that a funds flow statement is nothing 

than a cash account. Such cash account or statement enumerates net effects of the receipts 

and payments of cash. 

 In the broader sense, 'Funds' refers to money values in whatever form it may exist. It 

means all financial resources, used in business whether in the form of men, material, 

money, machinery and other elements. 

 It is not mandatory on the part of business concerns to prepare a funds flow statement. 

But for their benefit they have to prepare a funds flow statement in addition to Income 

statement and Balance sheet. 



9  

 In the popular sense, 'Funds' means working capital i.e. the excess of current assets over 

current liabilities. 

 There are two concepts of working capital viz. gross working capital and net working 

capital. 

 The concept of gross working capital refers to the firm's investment in the current assets 

while net working capital means excess of current assets over current liabilities. 

 In actual sense, the working capital means the funds available for conducting the day- 

today operations of an enterprise. 

 This is an important tool in the hands of the management for decision making as well as 

for future planning and policy. The word 'Funds' has been defined in number of ways. 
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Objectives of the Study 

 
The following objectives have been formulated to make in the study. 

 
a. To assess the Working Capital position of the company from 2014-15 to 2018-19. 

 
b. To identify and evaluate sources of  funds of the company from 2014-15 to 2018-19. 

 
c. To examine the applications of the funds through cash basis from 2014-15 to 2018-19. 

 
d. To evaluate the reason for changes in working capital of the company and to determine 

the financial status of the company and analyze them. 
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Need of The Study 
 

Fund flow& Cash flow analysis is a key for interpretation of financial statement. 
 

a. It is also significant because funds flow and cash flow help the analysis to have a deep 

feed into the date in the statement. 

b. Figures in their absolute forms shown in financial statements are neither significant nor 

able to be compared since they are basically dumb. 

c. Funds flow and cash flow analysis is used to diagnose the financial health of the concern 

in vital, strong, weak and good. Generally, funds flow and cash flow analysis represents 

the figures containing the condensed report of the position, development and problems of 

the concern. 

d. They are also facilitated the work of gaining financial health of the concern. 
 

e. Totally, funds flow and cash flow analysis is used as a tool for financial analysis in which 

my study is subjected to funds flow statement analysis. 
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Scope of the Study 
 

 The study has been conducted to understand the position of the organization and its 

functional areas and operations and industry. 

 The study mainly focuses on funds flows of the company. 
 

 This  study  is  useful to the  management, owners, investors, government, employees, 

suppliers and society. 

 This study is useful to the research scholars who conduct in depth research. 
 

 This study is useful to the similar organizations in assessing their financial information. 
 

 The time given to complete this project is not sufficient as it is limited to 45 days only. 
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Significance of the Study 
 

 Considering the importance of Liners India Limited has entered in the new era of Agri 

Biotechnology. 

 
 Spacious greenhouses were built in 22,000 sq. ft. area at R & D division. 

 
 The collected information is mainly through secondary data. 

 
 Some of the information was with registered office of the company due to some statutory 

requirements so it became difficult to get the overall information of the company. 

 

 The study became difficult to get the overall information of the company. 
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Methodology 
 

The systematic and scientific study of any research work represents the methodology 

which is very important, because it deals with the choice of selecting the sample, research work 

design, data to be collected and the technique to be used for the collection and analysis of data. 

Secondary Data: 
 

Secondary data means data that are already available i.e., they refer to the data, which 

have already been collected and analyzed by some one else. Secondary data may either be 

published data or unpublished data. Usually published data are available in. 

The study completely depends upon the secondary data. 
 

 Annual reports. 
 

 News papers. 
 

 Trade journals. 
 

 Reference Books. 
 

 Company websites. 
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Limitations of the Study 
 

While  the  study  is  undertaken  about  the  financial  analysis  of the  Liners India limited the 

following limitations were encountered. 

 As the time spent on project is only 45 days it is not possible to go through the detailed 

study. 

 The funds flow contains historical information, this information is useful but an investor 

should be concerned more about the present and future. 

 The collected information is mainly through secondary data. 
 

 Some of the information was with registered office of the company due to some statutory 

requirements, so it became difficult to get the overall information of the company. 

 Due to shortage of time the overall analysis of financial information of Liners India 

Limited became difficult. 
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Automobile Industry 

 
The Indian automotive industry has witnessed an extraordinary boom in recent years, 

owing to the improvement in living standards of the middle class, and a significant increase in 

their disposable incomes. The size of the Indian automotive industry is estimated between US$ 

120.09 billion and US$ 155.12 billion by 2016. The industry is expected to touch the 10 million 

mark, to which the Commercial Vehicle Segment will be a major contributor. Industry experts 

attach the Indian Automobile sales growth at a compounded annual growth rate of 12.24 per cent 

17,376,624 vehicles - by 2015. 

 
On the picture of the Indian economy, auto industry occupies a prominent place. Due 

to its deep forward and backward linkages with several key segments of the economy, 

automotive industry has a strong multiplier effect and is capable of being the driver of economic 

growth. A sound transportation system plays a pivotal role in the country's rapid economic and 

industrial development. The well-developed Indian automotive industry ably fulfils this catalytic 

role by producing a wide variety of vehicles passenger cars, light, medium and heavy 

commercial vehicles, multi-utility vehicles such as jeeps, scooters, motorcycles, mopeds, three 

wheelers, tractors etc. The domestic market share is shown below 

 
Domestic Market Share for 2015-16 
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The automotive sector is one of the core industries of the Indian economy, whose prospect is 

reflective of the economic resilience of the country. Continuous economic liberalization over the 

years by the government of India has resulted in making India as one of the prime business 

destination for many global automotive players. The automotive sector in India is growing at 

around 18 per cent per annum. 

 

 
Automobile Industry was de licensed in July 1991 with the announcement of the 

New Industrial Policy. The passenger car industry was, however, de licensed in 1993. No 

industrial licensed is required for setting up of any unit for manufacture of automobiles expects 

in some special cases. The norms for Foreign Investment and import of technology have also 

been progressively liberalized over the years for manufacture of vehicles including passenger 

cars in order to make this sector globally competitive. 

 
At present 100% Foreign Direct Investment (FDI) is permissible under automatic 

route in this sector including passenger car segment. The import of technology/technological up 

gradation on the royalty payment of 5% without any duration limit and lump sum payment of 

USD 2 million is also allowed under automatic route in this sector with the gradual liberalization 

of the automobile sector since 1991, the number of manufacturing facilities in India has grown 
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progressively. At present there are 15.7% manufacturers based on passenger cars & multi utility 

vehicles, 4.66% manufacturers based on commercial vehicles, 2.95% of 3 wheelers and 77.32 

 
The automotive industry has already attained a turnover of Rs. 1, 65,000 Crore (34 

billion USD). The industry provides direct and indirect employment to 1.31 Crore people. The 

contribution of the automotive industry to GDP is 22% in 2012. The industry is also making a 

contribution of 13% to the fund of indirect taxes of the Government. 

 
Production of Passenger Vehicles crossed 3 million units growing only and 4.7 

percent Commercial Vehicles grew 20 percent to 9 lakhs while the Two-Wheelers market 

exceeded 15 million units in sales growing 16 percent 

 
Advantage India 

 
1. India holds huge potential in the automobile sector including the automobile component sector 

owing to its technological, cost and manpower advantage. 

 
2. India has a well-developed, globally competitive Auto Ancillary Industry and established 

automobile testing and R&D centers. 

 
3. The country enjoys natural advantage and is among the lowest cost producers of steel in the 

world. 

 
4. India is the world’s second largest manufacturer of two wheelers. 

 
5. India is fifth largest manufacturer of commercial vehicles. 

 
6. India is fifth largest manufacture of tractors in the world. 

 
7. India is tenth largest passenger car market in Asia. 

 
8. World’s largest manufacturer of two wheelers is located in India. 



20  

Auto Components Industry 

 
The Indian auto components industry has an estimated production of 785.753units 

with US$ 43.3 billion with 13% growth. The spiraling demand from domestic and international 

auto companies has seen this sector emerging as one of the fastest growing manufacturing 

sectors in India and globally. 

 
. In tandem with the industry trends, the Indian component sector has shown great 

advances in recent years in terms of growth, spread, absorption of new technologies and 

flexibility. 

 
Indian auto component industry has seen major growth with the arrival of world 

vehicle manufacturers from Japan, Korea, US and Europe. Today, India is  emerging as one of 

the key auto components center in Asia and is expected to play a significant role in the global 

automotive supply chain in the near future. 
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2005 2006 2007 2008 2009  2010  2011 2012 2013 2014 2015 

The Auto Component industry is today considered as the sunrise industry with huge 

growth prospects. The potential of this sector has been amply highlighted in the Automotive 

Mission Plan drawn up by the Ministry of Heavy Industries & Public Enterprises. The estimated 

auto components production turnover is 530 billion and the actual production is 2063 billion. 

 
 

 
 

Indian Auto Components Production Turnover 

 
Today, the auto-component industry has emerged as a highly competitive segment 

of the manufacturing sector. Indian auto component industry is wide (over 651 firms in the 

organized sector producing practically all parts and more than 10,000 firms in small unorganized 

sector, in iterated format) and has been one of the fastest growing segments of auto industry. 

During the year 2015-16, the Auto Component Industry continued its high growth path and 

emerged as one of the fastest growing sector in Indian Engineering Industry by clocking 21% 

growth in output during the year. 
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Auto Component exports grow by 31 percent to USD 6.9 billion in 2015-16 from 

USD 5.2 billion in the year before. Imports continued to grow at 25 percent, exceeding USD 10.5 

billion compared to USD 8.5 billion in the previous year. 

 
It supports industries like automobiles, machine tools, steel, aluminum, rubber, 

plastics, electrical, electronics, forgings and machining. India has also emerged as an outsourcing 

hub for auto parts for international companies such as Ford, General Motors, Daimler Chrysler, 

Fiat, Volkswagen, and Toyota. 

 
As Global OEMs/Tier 1 companies have identified India as a Leading Competitive 

country for sourcing auto components for their global production, Indian auto component 

industry export scenario is changing very fast and auto component industry’s export growth was 

15% in 2014-2015. 

2010-11 2011-12 2012-13 2013-14 2014-15 
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Auto Components Exports and Imports-in rupees 
 
 

The developments in the Indian auto component industry can be traced to trade liberalization 

during the 1990’s that resulted in an influx of multinational automotive companies like ford, 

general motors, Hyundai, Mercedes-Benz, Peugeot and Volvo into India. The entry of these 

foreign auto companies during the early 90’s changed quality standards and impacted the 

complexity of the parts required by OEMs. 

Consumers reacted favorably to the expanded set of offerings and consequently the 

demand for cars in India surged. For example, the sale of foreign brand cars grew from almost 

nothing before the entry of Hyundai in 1997 to 15% of the car market in the year 1998-99 to 

more than 28% of the car market in 2012-13. 

The auto market, consisting of passenger vehicles, commercial vehicles, two 

wheelers, three wheelers and tractors, expanded from a sales level of 3.3 million vehicles 

  2005 2006 2007 2008 2009  2010  2011 2012 2013 2014  2015  
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2009 2010 2011 2012 2013 2014 2015 

(417,762 passengers vehicles alone) in the year 2010-11, to nearly 6.8 million vehicles (900,752 

passenger vehicles) during 2015-16. 

The Indian auto component industry responded to these challenges by adding 

capacity and modernizing existing plants. The total sales volume of auto components has 

increased 47% in the year 2014. 

Many firms entered into technical collaboration and equity partnership global tier- 

one suppliers. Global tier-one suppliers like Delphi and Visteon set manufacturing units in India. 

During this period, there was significant growth in multinational companies ($1 billion in 2015- 

16, as against $0.27 billion in 1997 exports are still very compared to annual global auto 

component sales, which was $730 billion, they are a significant share of the sales ( 

approximately 10-12%) components firms. So the online sales also increasing 
 

Before Marathi, the auto component industry was characterized by low volumes, high 

fragmentation, negligible auto machine and consequently poor quality. This was simply because 

the automobile industry did not have any volumes worth talking about. Marathi challenged all 

that (in the process, Indian car producers in the first year itself by making 22,500 vehicles) for 
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the first time the Indian market hand volumes worth speaking of a product that was exportable 

and proper systems. 

They key of course is the export-worthiness of the Marathi 800, Zen, something total 

alien to the industry before. So as Marathi grew crossing the 1, 00,000 mark by 2014-2015, the 

component industry boomed in tandem. 

In the meantime, other Japanese majors like Honda, Yamaha, Toyota and Mitsubishi 

also flagged off two-wheelers and light commercial vehicles production. This paved the way for 

foreign collaborations in the component sector, and till date some Japanese alliances have been 

struck. Marathi itself floated joint ventures (JVs) and has as many as 375 vendors. 

That was just the first step in the process of Indian component marks producing 

globally competitive products. To maintain their viability, ancillary had little choice but to focus 

on export markets, and step up quality. 

This is evident in the spate of ISO 9000- certifications those component makers 

began to receive. Of the roughly 651 companies in this sector, at least 324 have bagged ISO  

9000 certification, something no other industry can boast of. 

The step up process has not ended with the Japanese innovation. Gradually 

manufacturers from all parts of the world are making a beeline for India. 

Component makers are now exposed to different, more complex and advanced 

development processes. Earlier, they were dealing with just one culture, one standard Japanese. 

Today we have the Koreans, the Americans, the Europeans and the French coming with their 

global suppliers in to the country. 

Ford, for instance, is flagging off the ford ACG (Automotive component group) 

and general motors’ have brought in Delhi. Toyota too, is creating a Toyota village around its 

manufacturing unit in the south, as is Hyundai, which will house all its ancillary suppliers in an 

industrial park. 
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Future Prospectus 

 
It is estimated that by 2016-17 the total production of the auto component industry 

would be $75 billion with exports accounting for $15 billion, 20% of the total domestic 

production. The demand for auto components in the same year expected to cross $80 billion. 

 
Domestic Indian companies have developed strong manufacturing capabilities that 

have helped them till now in keeping cost low and quality under control. 

As volume increases, Indian components manufactures will have to scale up their 

operations and future improves quality, cost and delivery performance to global standards 

demanded by customers, it added. 

 
Over 70% of the auto component companies in India are SMEs. Government 

support for R&D/new product development is critical. 

 
It also asked for eliminating of customs duty on alloy steel, aluminum alloy and 

secondary aluminum alloy. 
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Introduction 
 

Liners India Limited is an ISO/TS 16949 2002 certified company established 

in1974 at Vijayawada. In the past, the company commenced operations in 1964 as a distributor 

of automobile spare parts under the name of Jai Motors. Manufacturing operations started under 

the name of Liners India in 1974 and in 2007 - Jai Motors merged with Liners India. The 

founders of LIL are N.S.Mani and L.A.Srinivasan 

The company is currently one of the largest international manufacturers of 

centrifugally cast cylinder liners. They are the market leader in manufacturing centrifugally cast 

cylinder 1 diesel automotive engines. It produces 100+ models of cylinder liners in Grey and 

ductile ranging from 50mm to 150mm diameter bore size – and length from 150mm – 300 mm. 

They are the suppliers to manufacturers of engines worldwide. Today LINERS INDIA LTD is 

the suppliers to the manufacturers of heavy, medium and light commercial vehicles, agricultural 

tractors and diesel engines worldwide. 

The Growth Story of The Company 
 

1. Jai Motors started its humble trading operations and later diversified into a manufacturing 

facility, Liners India at Vijayawada, which is QS 9000 as well as ISO /TS 16949 2009 certified. 

 
2. A second plant of Liners India was commissioned in Rudrapur in 2007 and a dedicated facility 

was created for supporting Ashok Leyland Pant Nagar. Liners India is a primary vendor for 

Ashok Leyland. 

 
3. Plant 3 was commissioned in 2012 at Jaggiapet in Andhra Pradesh as part of our expansion 

program where a dedicated machining facility has been set up for finishing operations. 

Vision 
 

 To be the best auto component manufacturer meeting international standards.
 

Mission 
 

 To be a global player in auto component business catering to leading automobile 

manufacturers.
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Their Main Purpose 

 
 Service to Customers

 Highest standards of work with passion, commitment, integrity, enthusiasm & confidence

 Undiluted attention to quality of product

 Continuous efforts to improve, strive for high standards with strong, lean 

organization

 Belief in enduring and long lasting relationships

 
Corporate Philosophy of Lil 

 
 Treat Customers, Principals and Employees as equal partners in progress

 Deal only in products that give Customers full value for their money

 Transparency in all dealings and with strict financial discipline
 
 

 
Quality Policy 

 
It is the policy of LINERS INDIA LIMITED to ensure customer satisfaction by 

providing quality products at competitive prices on time and to support continuous  

improvements in process control. 

Infrastructure 
 

 6500 Sq. Meters of built in-area, with state of the art production facilities, located at 

Vijayawada, Andhra Pradesh

 2000 KVA stand – by generators

 Dedicated ancillaries

 Good marketing network
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PRODUCTS 

1. Manufacturing Division 
 

 cylinder liners
 

2. Trading Division 
 

Some of them are pistons, rings, pins, engine valves, fuel injection nozzles, single 

cylinder pumps & injectors; cam bushes/oil pump bushes, water pump assemblies, and 

tapper/ball/cylindrical/spherical roller bearings, automotive pipes, oil seals, fan belts, fuel/oil air 

filters, tractor spares, rubber components, head light assemblies, spark plugs and glow plugs, 

shock absorbers 

Liners India trading division JAI now operates various SBUs each 

specializing in a core area which are 

 Jai Motors (Division of Liners India Ltd.)

 Dealing in Engine Parts

 Jai Agencies (Division of Liners India Ltd)

 Dealing in Non – Engine Parts

 Jai Mahindra Tractors Parts (Division of Liners India Ltd)

 Dealing in Mahindra Genuine Parts

 Jai Genuine Spares (Division of Liners India Ltd0

 Dealing in Hyundai Genuine Car parts

 Jai Automotives (Division of Liners India Ltd)

 Dealing in Bosch Batteries & Lubricants

Process Excellence of Lil 

 Lean Manufacturing

 Attention to Quality in all aspects

 Statistical process Quality Control Sampling Techniques – CP and CPK Study

 Pareto Analysis
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Strengths of Lil 
 

 Jai brand equity in the market place

 Group well known for its ethics and integrity in business dealings

 Basic infrastructure and facilities in place

 Financial strength

 Back up manufacturing facility
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Milestones of Lil 
 

1964 Jai Motors established as a partnership company and commenced Trading 

operations. 

1974 Liners India commenced Manufacturing Operations in Vijayawada 

1984 Liners India converted into a Private Limited company 

1998 Supplies commenced to TATA Cummins & Simpson 

1999 Approved as Vendor to Federal Mogul 

2000 QS 9000 Certified 

2003 Received best Global Supplier Award from Federal Mogul Germany 

2004 Vendor approval by John Deere India 

2005 Exports to Mahle USA and Brazil commenced 

2005 ISO Ts 16949 – 2002 Certified 

2007 Merger of Jai Motors (Distribution House) with Liners India 

(Manufacturing Division) 

2007 Foundry capacity expansion at Vijayawada & new </c. shop at Rudrapur 

2009 Approved as Vendor and commenced exports to John Deere France. 

2010 Commenced supplies to Ashok Leyland, Uttarakhand as OE, 

2011 Developed Induction Hardened Liners for US Market 

2012 Machining capacity expansion by commissioning of jaggiapet plant 
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In addition to this the customers also recognized the company and awarded 

with 

 
 Federal Mogul - Delivery Excellence Award 2003 

 Federal Mogul - Zero Defect Award 2003 

Market Segmentation of Lil 
 

 Retailers 
 

 Semi – Wholesalers 
 

 Authorized Vehicle Dealers 
 

 State Transport Undertakings 
 

 Fleet Owners 
 

 Garages / Service Centers 
 

Major Clients of Lil 
 

 Ashok Leyland 

 Tata 

 Royal Enfield 

 Same 

 John Deere 

 Mahle 

 Hispa cold 

 Triumph 

 Mahindra 



34  

PRODUCT MANUFACTURED 
 

1. Cylinder Liners 
 

Cylinder liner is a cylindrical part to be fitted into an engine block to form a 

cylinder. It is one of the most important functional parts to make up the interior of an engine the 

cylinder liner, serving as the inner wall of a cylinder, forms a sliding surface for the piston rings 

while retaining the lubricant within. 

MAIN FUNCTIONS OF CYLINDER LINERS 
 

The following are the main functions of cylinder Liners 
 

a. Formation of sliding surface 
 

The cylinder liner, serving as the inner wall of a cylinder, forms a sliding surface for the 

piston rings while retaining the lubricant within. The most important functions of cylinder liners 

is the excellent characteristic as sliding surface and these four necessary points. 

a) High anti – galling properties 
 

b) Less wear on the cylinder liner itself. 
 

c) Less wear on the partner piston ring. 
 

d) Less consumption of lubricant. 
 

b. Heart Transfer 
 

The cylinder liner receives combustion heat through the piston and piston rings and 

transmits the heat to the coolant. 

c. Compression Gas Sealing 
 

The cylinder liner prevents the compressed gas and combustion gas from escaping 

outside. It is necessary that a cylinder liner which is hard to transform by high pressure and high 

temperature in the cylinder. A cylinder wall in an engine is under high temperature and high 

pressure, with the piston and piston rings sliding at high speeds. In particular, since longer 

service life is required of engines for trucks and buses, cast iron cylinders that have excellent 

wear – resistant properties are only used for cylinder parts. 
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2. Cylinder Liners for Aluminum Blocks 
 

Global warming has started to show its adverse effects on the environment. To 

improve the fuel efficiency and adhere to latest Euro norms automobile manufacturers are 

shifting towards aluminum engines. These engines have as cast cylinder liners with special 

surface on the outer diameter commonly referred to as spiny lock or stipple finish. 

To improve rigidity and high thermal conductivity properties of engine blocks, Liners 

India has developed different specifications of cylinder liners that have high adherence to 

aluminum blocks at the time of die casting by controlling the coarseness of the outer casting 

surface with the special coating materials and in-process controls. 

3. Grey & Ductile Iron Piston Rings 

 
Liners India has developed materials with special properties in grey and ductile iron by 

centrifugal casting process for critical sealing applications. These rings are being supplied to 

Automotive, Locomotive, Marine, and Power generation, Aircraft, Aerospace and Hydrocarbon 

processing applications. They also supply rough machined rings to ring manufactures around the 

world in ductile and grey iron materials. 

 
4. Centrifugal Castings 

 
Centrifugal casting method was developed after the turn of the 20th century to meet 

the need for higher standards. Spinning molds generate centrifugal force on molten metal to 

position the metal within a mold. As the molten metal solidifies from the outside in, a casting 

with dense, close grain structure is created. As a result of close grain structure the centrifugal 

process offers products with better physical properties than castings made using the static casting 

method.Proper mold design, mold coatings, mold spinning speeds, pouring speeds, cooling rates 

and metal chemistry results in castings with higher yields, fewer impurities and greater strength. 
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Manpower of Lil 
 
 

 
HUMAN RESOURCE DEPARTMENT 

 
5 

 
ACCOUNTS DEPARTMENT 

 
15 

 
PRODUCTION DEPARTMENT 

 
400 

 
STORES DEPARTMENT 

 
5 

 
DESPATCH DEPARTMENT 

 
5 

 
PACKING DEPARTMENT 

 
25 

 
QUALITY DEPARTMENT 

 
10 

 
MARKETING DEPARTMENT 

 
30 

 
TOTAL 

 
495 

 
 

Major Equipment’s of Lil 

 108 Shaft Mounted Centrifugal Casting Machines 

 1 750KW Dual Track Induction Furnace 

 1 450 KW Dual Track Induction Furnace 

 1 Stabilizing Furnace (Online temp control) 

 116 Lathes 

 16 CNC turning machines 

 13 Center less grinding machines 

 6 Vertical boring machines 
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 6 Honing machines 

 6 Plateau honing machines 3(nagel) 

 3 Cylindrical grinding machines 

 1 Radial drilling machine 

Facilities Inspection & Testing Equipment 
 

 Baird Optical emission Spectrometer 

 WAS foundry master spectrovac 

 Ce meters for Wet analysis 

 Sand sieve analyzer 

 UNION Metallurgical microscope 

 Brinell Hardness tester 

 Rockwell hardness Tester 

 FES computerized UTM 

 Zeiss Contour Graph 

 Taylor Hobson Surface 

 Roughness Tester 

 Talyrond 365 Roundness Tester 

Functions of Different Departments 

 Personnel Department 

 Hrd Department 

 Finance Department 

 Material Department 

 Production Department 

 Quality 

Personnel Department 

The department looks after the recruitment of employees, conduction interview, 

selection of employees and also preparation of wages chart, payment of provident fund, payment 

of ESI, payment of income tax and granting leaves. Also takes care of the maintenance of 

standing orders, renewal of trade workers, and renewal of welfare fund. 
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Hrd Department 

The department looks after training development program to employees, plan 

monthly schedule for training classes, conduct safety awareness program. Explain about savings 

plans and human services to employees. 

Finance Department 

The department makes economic plans which are needed to the organization, takes loans from 

banks, prepares annual reports and calculates the net profits to send them to the management. 

Material Department 

The department purchases raw materials on the parameters like good quality, on 

time delivery, credit facility. It ensures the raw material cost variation and plans accordingly. 

Production Department 

The department takes raw materials from the material department and shapes them 

in the furnace. The production engineer does 8-10 operations according to the liner drawing and 

then sends it to the quality department to check the perfection. 

Quality 

This department checks the finished products in all parameters as per the drawing of 

liner model and then sends it to dispatch section. 
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CHAPTER -4 

THEORETICAL FRAMEWORK 
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FUNDS FLOW STATEMENT 
 

Funds  flow  statement  is  the statement  of sources and application of funds. It is also 

called as ‘funds where got and where gone statement’ Almond Coleman observed. 

“The funds statement in a statement summarizing the significant financial changes which 

have occurred between the beginning and the end of company’s accounting period’. 

There are 4 steps involving in preparation of funds flow statement: 
 

f. Ascertain the funds from operations. 
 

g. Preparation of statement of changes. 
 

h. Computation of any missing figures as to profit or loss on Sale of fixed assets 

purchases or sale of fixed assets and the amount of depreciation on fixed assets 

etc. 

i. Finally preparation of funds flow statement. 
 

Foulke defines this statement as “statement of sources and appreciation of funds in 

technical device designed to analyse the changes in the financial condition of a business 

enterprise between two dates” 

Funds flow statement is called by various names such as sources and application of  

funds; statement of changes in financial position, sources and uses of duns; summary of financial 

operation, where came in and where gone out statement, where got, where gone statement, 

movement of working capital statement, movement of funds statement, funds received and 

disbursed statement; funds generated and expended statement; sources of increase and 

application of decrease; funds statement etc. 

In the words of Anthony the funds flow statement describes the sources from which 

additional funds were derived and the use to which these sources were put. 

F.C.W.A. in glossary of management accounting terms defined funds flow statement as a 

statement either prospectus or retrospect’s, setting out the sources and applications of the funds 

of an enterprise. 
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Thus funds flow statement in a statement which indicates various means by which the 

funds have been obtained during a certain period and the ways to which these funds have been 

used during that period. 

The term funds used here means working capital i.e., the excess of current assets over 

current liabilities. 

Funds flow statement is called by various names such as sources and application of  

funds; statement of changes in financial position, sources and uses of duns; summary of financial 

operation, where came in and where gone out statement, where got, where gone statement, 

movement of working capital statement, movement of funds statement, funds received and 

disbursed statement; funds generated and expended statement; sources of increase and 

application of decrease; funds statement etc. 
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Difference Between 
 

Funds flow statement and income statement 
 
 

Funds Flow statement Income Statement 

1 It highlights the changes in the 

financial position of a business and 

indicates the various means by 

which funds were obtained during  

a particular period and the ways to 

which these funds were employed. 

1. It does not reveal the inflows and 

outflows of funds but depicts the  

items of expenses and incomes to 

arrive all the figure of profit or loss. 

2. It is complementary to Income 

statement income statement helps 

the preparation of funds flow 

statement. 

2 Income statement is not prepared from 

funds flow statement. 

3. While preparing funds flow 

statement both capital and revenue 

items are considered. 

3. Only revenue items are considered. 

4. There is no prescribed 
 
Format for preparing a funds flow 

statement. 

4. It is prepared in a prescribed format. 
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Difference between funds flow statement and balance sheet 
 
 

Funds Flow statement Balance sheet 

1 It is a statement of changes 

financial position and hence in 

dynamic in nature 

1. It is a statement of financial 

position on a particular date and 

here is static in nature. 

2. It shows the sources and uses of 

funds in a particular period of time 

2. It depicts the assets and 

liabilities at a particular point of 

time. 

3. It is tool of management for 

financial analysis and helps in 

making decisions. 

3. It is not of much help to 

management in making 

decision. 

4. Usually schedule of changes in 

working capital has to be prepared 

before preparing funds flow 

statement. 

4. No such schedule of changes is 

required rather profit and loss 

account is prepared. 
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IMPORTNCE OF FUNDS FLOW STATEMENT 
 

Useful in decision making to the management: 
 

This statement helps to the manager in deciding the make-up capitalization. Use of funds 

for new Fixed Assets, Working capital, Dividend and repayment of debt are made for each of 

several future years. The Funds Flow Statement reveals clearly the causes for thefinancial 

difficulties of the company. 

1) Useful as a control device: 
 

It serve as a control device in that the statement compared with the budgeted figures will 

show to what extent the funds were put to use according to plan. This enables the finance manger 

to finds out deviation for the planned course of action and takes remedial steps. 

2) Useful to the external parties: 
 

The funds statement provides an in sight into the financial operations of a business 

enterprise to the external parties so that they can take right decision for their wealth. 

3) Detection of Imbalance and appropriate action: 
 

These analysis spanning several years might reveal a growth in inventories which is out 

of proportion with the growth of other asset and sales. 

4) Divisional performance appraisal: 
 

When a company has a number of divisions, individual funds statements Vv'illenable to 

managements to appraise the performance of divisions in relations to the funds committed to 

each division. 

5) Evaluation of the firm's financing: 
 

An analysis of the major sources of funds in the past reveals what proportion of the firm's 

growth was financed internally and what portion externally. 
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A funds flow analysis will also tell us whether short-term liabilities have been used to 

finance fixed assets and permanent portion of working capital, in which case, at least in the 

future, the mix of short term and long-term finance has to be strictly watched over. 

6) Planning of future financing: 
 

An analysis of a FFS for the future will reveal the firm's total prospective need for funds 

when these needs will arise and how these are to be financed depending on whether the need is 

for fixed assets, fluctuating component of working capital etc. 

Thus, FFA is a very important analytical tool in the hands of the financial decision 

making. 

The funds statement provides an in sight into the financial operations of a business 

enterprise to the external parties so that they can take right decision for their wealth. 

The Funds Flow Statement reveals clearly the causes for thefinancial difficulties of the 

company. 
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Limitations of Funds Flow Statements: 
 

The funds flow statement has a number of used, however, it has certain limitations also 

which are listed sunder. 

1. This statement is not a substitute to income statement and balance sheet. It gives 

an additional information regarding changes in working capital. 

2. It can not reveal continuous changes, 
 

3. It is not a original statement, but rearranged statement. 
 

4. It is historic in nature and a projected funds flow statement cannot be prepared 

with much accuracy. 

5. Transactions between current assets and transactions between non - current assets 

are completely ignored while preparing the statement. 

 
 
 

Procedure for Preparing a Funds Flow Statement 
 

Funds flow statement is a method by which are study changes in financial position of a 

business enterprise between beginning and ending financial statement dates. 

The Funds Flow Statement reveals clearly the causes for thefinancial difficulties of the 

company. 

Hence, the funds flow statement is prepared by comparing two balance sheets and with 

the help of such other information derived from the accounts as may be needed. 

Broadly speaking the preparation of a funds flow statement consists of 
 

1. Statement of schedule of changes in working capital 
 

2. Statement of sources and application of funds. 
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(1) Statement of schedule of changes in working capital: 
 

Working capital means the excess of current assets over current liabilities. Statement of 

changes in working capital between the two balance sheet dates. 

This statement is prepared with the help of current assets and current liabilities derived 

from the two balance sheets. 

As working capital = current assets – current liabilities. 

So, 

i An increase in current assets increase working capital 
 

ii A decrease in current assets decreasing working capital. 
 

Iii An increase in current liabilities decreasing working capital; 

iv A decrease in current liabilities increases working capital 
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Statement (or) schedule of changes in working capital 

PROFORMA STATEMENT OF CHANGES IN WORKING CAPITAL 

 
Particulars 

Previous 

Year 

Current 

Year 

Changes in Working 

Capital 

Increase Decrease 

CURRENT ASSETS 

Inventories 

Cash/ Bank 

Bills Receivables 

Sundry Debtors 

Loans& Advances 

Other current assets 

TOTAL CURRENT ASSETS(A) 

CURRENT LIABILITIES 

Bills Payable 

Bank Over Draft 

Sundry Creditors 

Standing Expenses 

TOTAL CURRENT LIABILITIES ( 

Net Working Capital (A-B) 

Increase/ Decrease of Working 

Capital 

TOTAL 

 
XXX 

XXX 

XXX 

XXX 

XXX 

XXX 

XXX 

 
XXX 

XXX 

XXX 

XXX 

XXX 

XXX 

 
Increase 

XXX 

 
XXX 

XXX 

XXX 

XXX 

XXX 

XXX 

XXX 

 
XXX 

XXX 

XXX 

XXX 

XXX 

XXX 

 
Decrease 

XXX 

--- XXX 

--- XXX 

XXX --- 

XXX --- 

--- XXX 

--- XXX 

--- --- 
 
 

XXX --- 

--- XXX 

XXX --- 

--- XXX 
 
 
 
 

Decrease Increase 

XXX XXX 
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(2) Statement of Sources and Application of Funds: 
 

The funds flow statement has a number of used, however, it has certain limitations also 

which are listed sunder. 

1. This statement is not a substitute to income statement and balance sheet. It gives 

an additional information regarding changes in working capital. 

2. It can not reveal continuous changes, 
 

3. It is not a original statement, but rearranged statement. 
 

4. It is historic in nature and a projected funds flow statement cannot be prepared 

with much accuracy. 

5. Transactions between current assets and transactions between non - current assets 

are completely ignored while preparing the statement. 

 
 

Funds flow statement is statement which indicates various sources from which funds 

(working capital) have been obtained during a certain period and the uses or applications to 

which these funds have been put during the period. Generally, this statement is prepared in two 

formats 

a. Report firm 
 

b. T form or an account form or self balance type. 
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Specimen of report form of fund flows statement 
 
 

Sources of Funds Rs. 

Funds from operations 

Issue of share capital 

Issue of debentures 

Raising of long term loans 

Receipts from partly paid share, called up 

Sales of non current (fixed) assets 

Non-trading receipts such as dividends received 

Sale of investment (long term) 

Decrease in working capital (as per schedule of changes in 

working capital) 

XXXX 

XXXX 

XXXX 

XXXX 

XXXX 

XXXX 

XXXX 

XXXX 

XXXX 

Total  

Applications or uses of funds: XXXX 

Funds lost in operations XXXX 

Redemption of preference share capital XXXX 

Redemption of debentures XXXX 

Repayment of long-term loans XXXX 

Purchase of non current (fixed) assets XXXX 

Purchase of long-term investments XXXX 

Non-trading payments XXXX 

Payments of dividends XXXX 

Payment of tax XXXX 

Increase in working capital (as per schedule of changes in XXXX 

working capital  

Total  
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Funds from Operation: 

As a first step it would be convenient if the profit and loss appropriation account is 

prepared and net profit after tax is ascertained as a balancing figure. 

Then the funds from operations are worked out as follows: 
 
 

Particulars Rs. Rs. 

Net profit after tax 

ADD 

1. Non-cash expenses during the year 

a. Depreciation 

b. Writing off of goodwill, patents, trade 

marks, deferred revenue expenditure, 

Preliminary expenses etc. 

c. Amortization of discount on issue of 

debentures or share etc. 

2. Loss on sale of fixed assets,. 

3. Extra-ordinary (or) non recurring losses. 
 
 
LESS 

4. Profit on sale of fixed assets. 

5. Amortization of share premium or debenture 

premium etc. 
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Funds from operations: 
 

Funds from operation are a source of fund during period. If it is still a negative balance it 

is loss from operations and is shown on the side of “Application of funds” but if it shows a 

positive it is a source of funds. 

P & L appropriation account 
 
 

Particulars Amount Particulars Amount 

To Interim Dividend 

To Proposed equity 

Dividend 
 
To Preference dividend 

To Transfer to reserve 

To Balance c/d 

- 
 

- 
 
 
 

- 
 

- 
 

- 

By balance b/d 
 
By excess provision written 

back 

By income tax provision not 

required 

By Dividend received 

By net profit after tax 

(balancing figure) 

(transferred from P&L 

account 

- 
 
 
 

- 
 

- 
 
 
 

- 
 

- 

 
 

T form or an account form or self balancing type 
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PROFORMA OF FUNDS FLOW STATEMENT 

(Statement of Sources & Application of Funds) 
 

Sources Amount in 
 

Rs 

Applications Amount in 
 

Rs 

 
 

   Income from Business 

  
 

XXX 

  
 
Income from Busine 

Operations (Loss) 

Redemption of shares 

par(discount/ premium) 

Redemption of Debentures 

par(discount/ premium) 

Payment of Loans 

Purchase of Investment 

Non-trading Payment 

Dividends Paid 

 
 

XXX 
 
 
 

XXX 
 
 
 

XXX 
 
 
 

XXX 

XXX 

XXX 

XXX 

 
 
 
 

XXX 

Operations (Profit) 
 
Issue of shares at par(discoun 

premium) 

Issue of Debentures at at 

par(discount/ premium) 

Long term and medium loans 

taken 

Sales of investment 

Sales of Fixed Assets 

Non-trading Income 

 
 

XXX 
 
 
 

XXX 
 
 
 

XXX 
 
 
 

XXX 

XXX 

XXX 

 
 

XXX 

Sources-Application = Increase in Working Capital 
 

Application-Sources = Decrease in Working Capital 
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DATA ANALYSIS AND INTERPRETATION 

Statement Showing Change in Working Capital during the period 

2014-15 

Particulars 2014 2015 changes in working capital 

(Rs) (Rs) Increase Decrease 

 
Current assets: 

    

Inventories 143,85,65,711 153,82,60,271 9,96,94,560 --- 

Sundry debtors 4,80,26,504 7,31,85,488 2,51,58,984 --- 
Cash and bank balances 4,10,91,432 5,30,91,438 1,20,00,006 --- 

Other current assets 24,67,261 12,98,174 --- 11,69,087 
Loans and advances 21,15,68,500 20,40,18,611 --- 75,49,889 

 
Total Current Assets 

 
174,17,19,408 

 
186,98,53,982 

  

 
Current liabilities and 
provisions: 

    

Sundry creditors 
Unclaimed liabilities 

38,58,18,027 
1,99,09,285 

70,30,18,124 
1,62,40,099 

--- 
36,69,186 

31,72,00,097 
--- 

Advances received against sales 38,06,505 26,72,099 11,34,406 --- 
Trade Deposits 76,700 76,700 --- --- 

Staff security Deposits 1,60,000 1,45,000 1,50,000 --- 
Interest assumed but not due on 
loans 
Provisions 

 
5,89,66,341 

17,52,06,779 

 
4,50,94,019 

14,71,86,849 

 
1,38,72,322 
2,80,19,930 

 
--- 
--- 

Total Current liabilities & 
provisions 

 
64,39,43,637 

 
91,44,32,890 

  

Net working capital 
(C.A-C.L) 

 
109,77,75,771 

 
95,54,21,092 

 
--- 

 
--- 

 
Decrease in working capital 

 
--- 

 
14,23,54,679 

 
14,23,54,679 

 
--- 

Total 109,77,75,771 109,77,75,771 32,59,19,073 32,59,19,073 
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ADJUSTED PROFIT AND LOSS ACCOUNT 

(For the year 2014-15) 

Dr Cr 
 

 
Particulars 

Amount 

in Rs 
 

Particulars 

Amount 

in Rs 

 

To Depreciation of Fixed 

Assets 

 
 

5,46,99,743 

 
 

By Opening balance 

 
 

20,83,79,987 

To Provision for Tax --- By Gain on Sale of Fixed Assets --- 

To Proposed Dividend --- By Gain on Sale of Investments --- 

 

To Goodwill written off 

 

--- 

By Over provision for Taxation 

written off(back) 

 

--- 

To Loss on Sale of Fixed 

Assets 

 

--- 

  

To Transfer to General Reserve ---   

To Transfer to Sinking Fund ---   

To Discount on Issue of Shares 

& Debentures 

 

--- 

  

To Other Provisions ---   

To Closing Balance 16,61,67,459  
By Funds from Business 

Operations 

 
 
 

1,24,87,215 

 22,08,67,202  22,08,67,202 
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FUNDS FLOW STATEMENT 

(For the year 2014-15) 

(Statement of Sources & Applications of Funds) 
 

 
Sources 

Amount 

in Rs 
 

Applications 

Amount 

in Rs 

Profit from Business 

Operations 
 

1,24,87,215 

  

Issue of Share Capital at 

par(Discount/ Premium) 

 

--- 

Redemption of Shares at 

Par(Discount/ Premium) 

 

--- 

Issue of Debentures(Discount/ 

Premium) 

 

--- 

 

Redemption of Debentures 

 

--- 

 

Sale of Buildings 

 

5,45,883 

Payment of Secured Loans 

Unsecured loans 

7,85,08,616 

34,58,750 

 
Sale of Other Fixed Assets 

 
4,75,297 

 
Purchase of Fixed Assets: 

 

Sale of Computers & 

Furniture’s 

 

15,73,605 

 

Lands 

 

97,43,016 

 
Sale of Vehicles 

 
31,45,664 

 
Taxes Paid 

 
14,40,10,248 

Other income received 5,79,10,823 Dividend Paid --- 

Sale of Plant & Machinery 1,72,27,464   

Decrease in Working Capital 14,23,54,679   

  
23,57,20,630 

  
23,57,20,630 
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INTERPRETATION: 

 During the year 2014-15 it shows that there has been decrease in working capital Rs.
 

14,23,54,679. This is mainly due to increase in inventories to Rs.9,96,94,560 and sundry 

creditors Rs. 2,51,58, 984.Lloans and advances decreased by Rs.75,49,889. This indicates 

the financial position is satisfactory. 

 The main source of fund is from income loss from business operation of Rs.1,24,87,215. 

The main use of the fund is for payment of unsecured loans by Rs.34,58,750 lakhs and 

secured loans Rs.7,85,08,616 and sale of plant and machinery Rs.1,72,27,464.

 The total source of cash is Rs.46,03,76,456. The major uses of cash are in increase in 

current assets and purchase of fixed assets. The financial position is satisfactory.
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Statement Showing Change in Working Capital during the period 2015-16 
 
 

Particulars 2015 2016 changes in working capital 
(Rs) (Rs) Increase Decrease 

 
Current assets: 

    

Inventories 153,82,60,271 135,29,84,499 --- 18,52,75,772 
Sundry debtors 7,31,85,488 12,48,86,536 5,17,01,048 --- 
Cash and bank balances 5,30,91,438 5,52,57,959 21,66,521 --- 
Other current assets 12,98,174 6,52,331 --- 6,45,843 
Loans and advances 20,40,18,611 6,04,77,777 --- 14,35,40,834 

 
Total Current Assets 

 
186,98,53,982 

 
159,42,59,102 

  

 
Current liabilities and 
provisions: 

    

Sundry creditors 
Unclaimed liabilities 

72,09,04,101 
1,62,40,099 

61,22,23,117 
1,32,78,884 

10,86,80,984 
29,61,215 

--- 
--- 

Advances received against sales 82,88,580 40,39,521 42,49,059 --- 
Trade Deposits 76,700 75,500 1,200 --- 
Staff security Deposits 1,45,000 1,65,000 --- 20,000 
Interest assumed but not due on 
loans 

Provisions 

 
4,50,94,019 

14,72,50,425 

 
2,03,04,519 
4,93,34,692 

 
2,47,89,500 
9,79,15,733 

 
--- 
--- 

Total Current liabilities & 
provisions 

 
93,79,98,924 

 
69,94,21,233 

  

Net working capital 
(C.A-C.L) 

93,18,55,058 89,48,37,869 --- --- 

Decrease in working capital --- 3,70,17,189 --- 3,70,17,189 

 
Total 

 
93,18,55,058 

 
93,18,55,058 

 
32,94,82,449 

 
32,94,82,449 
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ADJUSTED PROFIT AND LOSS ACCOUNT 

(For the year 2015-16) 

Dr Cr 
 

 
Particulars 

Amount 

In Rs 
 

Particulars 

Amount 

in Rs 

To Depreciation of Fixed 

Assets 
 

6,17,81,205 
 
By Opening balance 

 
16,61,67,459 

To Provision for Tax 1,00,00,000 By Gain on Sale of Fixed Assets --- 

To Proposed Dividend 2,83,46,263 By Gain on Sale of Investments --- 

 

To Goodwill written off 

 

--- 

By Over provision for Taxation 

written off(back) 

 

--- 

To Loss on Sale of Fixed 

Assets 

 

--- 

  

To Transfer to General Reserve 19,00,00,000   

To Transfer to Sinking Fund ---   

To Discount on Issue of Shares 

& Debentures 

 

--- 

  

To Other Provisions ---   

To Closing Balance 13,53,68,023  

By Profit from Business 

Operation 

 
 
 

25,93,28,032 

 42,54,95,491  42,54,95,491 
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FUNDS FLOW STATEMENT 

(For the year 2015-16) 

(Statement of Sources & Applications of Funds) 
 

 
Sources 

Amount 

in Rs 
 

Applications 

Amount 

in Rs 

Profit from Business 

Operations 
 
25,93,28,032 

Redemption of Shares at 

Par(Discount/ Premium) 
 

--- 

Issue of Share Capital at 

par(Discount/ Premium) 

 

--- 

 

Redemption of Debentures 

 

--- 

Issue of Debentures(Discount/ 

Premium) 

 

--- 

Payment of Secured Loans 21,29,91,771 

 
Increasing Unsecured loans 

 
12,62,170 

 
Purchase of Fixed Assets: 

 

 
Sale of Plant and Machinery 

 
4,80,43,518 

  

Sale of other Fixed Assets 4,75,296 Purchase of Land 6,25,635 

Sale of Computers& Furniture 11,37,829 Taxes Paid 11,34,01,996 

Other income received 57,06,962 Dividend Paid 2,83,46,263 

Sale of Buildings 20,75,865   

Sale of Vehicles 3,18,804   

Decrease in working capital 3,70,17,189   

  
35,53,65,665 

  
35,53,65,665 
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INTERPRETATION: 
 

 During the year 2015-16 it shows that there has been decrease in working capital 

Rs.3,70,17,189. This is mainly due to decrease sundry creditors Rs.10,86,80, 984.The 

current assets like debtors and cash balance have been increased by Rs.5,38,67,569 and 

Loans &advances are decreased by Rs.14,35,40,834. This indicates the financial position 

is satisfactory.

 The main source of fund is from income loss from business operation of Rs.25,93,28,032.
 

The main use of the fund is for payment of secured loans by Rs.21,29,91,771. There has 

been increased in unsecured loans by Rs. 12,62,170 lakhs and company sale the plant& 

machinery Rs. 4,80,43,518. 

 The total source of cash is Rs.70,09,22,363. The major uses of cash are in increase in 

current assets and purchase of fixed assets. The financial position is satisfactory.
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Statement Showing Change in Working Capital during the period 2016-17 
 
 

 
Particulars 

 
2016 

 
2017 

Changes in working 
capital 

(Rs) (Rs) Increase Decrease 
Current assets:     

Inventories 135,29,84,499 143,18,24,825 7,88,40,326 --- 
Sundry debtors 12,48,86,536 11,21,33,122 --- 1,27,53,414 
Cash and bank balances 5,52,57,959 5,02,62,789 --- 49,95,170 
Other current assets 6,52,331 10,21,849 3,69,518 --- 
Loans and advances 6,04,77,777 38,99,83,272 32,95,05,495 --- 

 
Total Current Assets 

 
159,42,59,102 

 
198,52,25,857 

  

 
Current liabilities and 
provisions: 

    

Sundry creditors 
Unclaimed liabilities 

73,50,00,018 
1,32,78,884 

98,06,42,659 
1,59,00,940 

--- 
--- 

24,56,42,641 
26,22,056 

Advances received against sales 47,48,503 17,03,313 30,45,190 --- 
Trade Deposits 75,500 75,500 --- --- 
Staff security Deposits 1,65,000 1,45,000 20,000 --- 
Interest assumed but not due on 
loans 

Provisions 

 
2,03,04,519 
4,92,10,370 

 
1,80,81,254 

33,54,02,259 

 
22,23,265 

--- 

 
--- 

28,61,91,889 

Total Current liabilities & 
provisions 

 
82,27,82,794 

 
135,19,50,925 

  

Net working capital 
(C.A-C.L) 

 
77,14,76,308 

 
63,32,74,932 

  

 
Decrease in working capital 

 
--- 

 
13,82,01,376 

 
13,82,01,376 

 

 
Total 

 
77,14,76,308 

 
77,14,76,308 

 
55,22,05,170 

 
55,22,05,170 
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ADJUSTED PROFIT AND LOSS ACCOUNT 

(For the year 2016-17) 

Dr Cr 
 

 
Particulars 

Amount 

In Rs 
 

Particulars 

Amount 

in Rs 

 

To Depreciation of Fixed 

Assets 

 
 

5,68,70,347 

 
 

By Opening balance 

 
 

13,53,68,023 

To Provision for Tax 24,33,62,888 By Gain on Sale of Fixed Assets --- 

To Proposed Dividend 8,50,38,787 By Gain on Sale of Investments --- 

 

To Goodwill written off 

 

--- 

By Over provision for Taxation 

written off(back) 

 

--- 

To Loss on Sale of Fixed 

Assets 

 

--- 

  

To Transfer to General Reserve 28,16,68,973   

To Transfer to Sinking Fund ---   

To Discount on Issue of Shares 

& Debentures 

 

--- 

  

To Other Provisions ---   

To Closing Balance 13,11,31,433  

By Profit from Business 

Operation 

 
 
 

66,27,04,405 

 79,80,72,428  79,80,72,428 



65  

 

FUNDS FLOW STATEMENT 

(For the year 2016-17) 

(Statement of Sources & Applications of Funds) 
 

 
Sources 

Amount 
in Rs 

 
Applications 

Amount 
in Rs 

 
Profit from Business 
Operations 

 
 
66,27,04,405 

 
Redemption of Shares at 
Par(Discount/ Premium) 

 
 

--- 
Issue of Share Capital at 
par(Discount/ Premium) 

 
--- 

 
Redemption of Debentures 

 
--- 

Issue of Debentures(Discount/ 
Premium) 

 
--- 

Payment of Secured Loans 38,02,35,486 

Increasing Unsecured loans 5,58,62,000 Purchase of Fixed Assets: 
 

Sale of Plant and Machinery 6,20,49,447 Purchase of Buildings 11,90,967 
Sale of other Fixed Assets 4,75,297 Purchase of Land 3,30,84,733 
Sale of Computers& Furniture 68,736 Investment 31,66,39,172 
Other income received 3,90,55,806 Vehicles 54,63,038 
Decrease in working capital 13,82,01,376 Taxes Paid 13,67,64,884 

   
 
Dividend Paid 

8,50,38,787 

  
95,84,17,067 

  
95,84,17,067 
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INTERPRETATION: 
 

 The change in working capital in this year has been decreased by Rs. 13,82,01,376. there 

has been increased by inventories Rs. 7,88,40,326 and loans& advances by Rs. 

32,95,05,495. The sundry creditors have been increased by Rs. 24,56,42,641and 

provisions by Rs. 28,61,91,889.

 The main source of fund is income/profit from business operations i.e. Rs. 66,27,04,405. 

There has been increased in unsecured loans by Rs. 5,58,62,000 and the company other 

income received by Rs. 3,90,55,806 and it is used for paying deferred tax liability. The 

main use of the funds is purchase of fixed assets Rs. 35,63,77,910 and the company pay 

its secured loans by Rs. 38,02,35,486.

 The total sources of cash is Rs.142,26,83,650. The major uses of cash are in increase of 

current assets such as inventories, other current assets, loans& advances, purchase of 

fixed assets and payment of secured loans. The company uses both internal and external 

funds to finance its fund requirements.
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Statement Showing Change in Working Capital during the period 2017-18 
 
 

Particulars 2017 2018 changes in working capital 
(Rs) (Rs) Increase Decrease 

Current assets:     

Inventories 143,18,24,825 135,93,30,982 --- 7,24,93,843 
Sundry debtors 11,21,33,122 10,80,11,642 --- 41,21,480 
Cash and bank balances 5,02,62,789 6,81,47,393 1,78,84,604 --- 
Other current assets 10,21,849 15,13,709 4,91,860 --- 
Loans and advances 38,99,83,272 46,65,45,285 7,65,62,013 --- 

 
Total Current Assets 

 
198,52,25,857 

 
200,35,49,011 

  

 
Current liabilities and 
provisions: 

    

Sundry creditors 
Unclaimed liabilities 

98,06,42,659 
1,59,00,940 

80,74,62,774 
1,93,48,027 

17,31,79,885 
--- 

--- 
34,47,087 

Advances received against sales 17,03,313 1,13,97,166 --- 96,93,853 
Trade Deposits 75,500 4,50,175 --- 3,74,675 
Staff security Deposits 1,45,000 1,50,000 --- 5,000 
Interest assumed but not due on 
loans 

Provisions 

 
1,80,81,254 

33,54,02,259 

 
1,37,09,008 

45,92,00,433 

 
43,72,246 

--- 

 
--- 

12,37,98,174 

Total Current liabilities & 
provisions 

 
135,19,50,925 

 
131,17,17,583 

  

Net working capital 
(C.A-C.L) 

 
63,32,74,932 

 
69,18,31,428 

  

 
Increase in working capital 

 
5,85,56,496 

  
5,85,56,496 

 
Total 

 
69,18,31,428 

 
69,18,31,428 

 
27,24,90,608 

 
27,24,90,608 
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ADJUSTED PROFIT AND LOSS ACCOUNT 

(For the year 2017-18) 

Dr Cr 
 

 
Particulars 

Amount 

In Rs 
 

Particulars 

Amount 

in Rs 

 

To Depreciation of Fixed 

Assets 

 
 

6,04,66,319 

 
 

By Opening balance 

 
 

13,11,31,433 

To Provision for Tax 36,55,20,888 By Gain on Sale of Fixed Assets --- 

To Proposed Dividend 11,33,85,050 By Gain on Sale of Investments --- 

 

To Goodwill written off 

 

--- 

By Over provision for Taxation 

written off(back) 

 

--- 

To Loss on Sale of Fixed 

Assets 

 

--- 

  

To Transfer to General Reserve 25,00,00,000   

To Transfer to Sinking Fund ---   

To Discount on Issue of Shares 

& Debentures 

 

--- 

  

To Other Provisions ---   

To Closing Balance 25,83,05,202  
By Profit from Business 

Operation 

 
 
 

91,65,46,026 

 104,76,77,459  104,76,77,459 
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FUNDS FLOW STATEMENT 

(For the year 2017-18) 

(Statement of Sources & Applications of Funds) 
 

 
Sources 

Amount 
in Rs 

 
Applications 

Amount 
in Rs 

 
Profit from Business 
Operations 

 
 
91,65,46,026 

 
Redemption of Shares at 
Par(Discount/ Premium) 

 
 

--- 
Issue of Share Capital at 
par(Discount/ Premium) 

 
--- 

 
Redemption of Debentures 

 
--- 

Issue of   
Payment of Secured Loans 

Unsecured Loans 

 

Debentures(Discount/  1,49,42,845 
Premium) --- 2,50,73,000 

Sale of other Fixed Assets 4,75,296 Purchase of Fixed Assets: 
 

Other income received 2,71,58,172 Purchase of Buildings 2,67,80,144 
  Purchase of Land 1,68,32,770 
  Purchase of Plant& 

Machinery 
 

39,03,47,935 
  Computers& Furniture 2,57,86,214 
  Vehicles 1,14,06,930 
  Interim dividend paid 4,87,82,338 
  Taxes Paid 21,22,85,772 
   11,33,85,050 

Dividend Paid 5,85,56,496 
Increase in working capital  

  
94,41,79,494 

  
94,41,79,494 
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INTERPRETATION: 
 
 

 During the year there has been increase in working capital by Rs. 5,85,56,496. This has 

been due to decrease in inventories by Rs. 7,24,93,843 and there has been also decrease 

in sundry debtors Rs. 41,21,480 lakhs. The current liabilities and provisions have been 

increased by Rs. 13,73,18,789.

 The main source of fund is income/profit from business operations i.e. Rs. 91,65,46,026. 

The other source of fund is also from other income received i.e. 2,71,58,172 the main use 

of fund is purchase of fixed assets of Rs.47,11,53,993. and company pay its unsecured 

loans and secured loans by Rs. 4,36,12,914. The increase in working capital has been 

applied to pay the tax and dividend.

 The total sources of cash is Rs. 120,83,76,395. The major uses of cash are in increase in 

current assets and purchase of fixed assets and payment of secured, unsecured loans. The 

company uses both internal and external funds to finance its funds requirements.
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Statement Showing Change in Working Capital during the period 2018-19 
 
 

Particulars 2018 2019 changes in working capital 
(Rs) (Rs) Increase Decrease 

Current assets:     

Inventories 135,93,30,982 132,75,07,945 --- 3,18,23,037 
Sundry debtors 10,80,11,642 11,45,09,441 64,97,799 --- 
Cash and bank balances 6,81,47,393 17,67,30,095 10,85,82,702 --- 
Other current assets 15,13,709 28,08,246 12,94,537 --- 
Loans and advances 14,90,35,146 14,02,58,734 --- 87,76,412 

 
Total Current Assets 

 
168,60,38,872 

 
176,18,14,461 

  

 
Current liabilities and 
provisions: 

    

Sundry creditors 
Unclaimed liabilities 

80,74,62,774 
1,93,48,027 

113,99,92,418 
1,23,35,879 

--- 
70,12,148 

33,25,29,644 
--- 

Advances received against sales 1,13,97,166 43,30,187 70,66,979 --- 
Trade Deposits 4,50,175 1,23,650 3,26,525 --- 
Staff security Deposits 1,50,000 1,10,000 40,000 --- 
Interest assumed but not due on 
loans 

Provisions 

 
1,37,09,008 

14,16,90,294 

 
1,18,86,216 
8,19,43,171 

 
18,22,792 

5,97,47,123 

 
--- 
--- 

Total Current liabilities & 
provisions 

 
99,42,07,444 

 
125,07,21,521 

  

Net working capital 
(C.A-C.L) 

 
69,18,31,428 

 
51,10,92,940 

 
--- 

 
--- 

 
Decrease in working capital 

 
--- 

 
18,07,38,488 

 
18,07,38,488 

 
--- 

 
Total 

 
69,18,31,428 

 
69,18,31,428 

 
37,31,29,093 

 
37,31,29,093 
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ADJUSTED PROFIT AND LOSS ACCOUNT 

(For the year 2018-19) 

Dr Cr 
 

 
Particulars 

Amount 

in Rs 
 

Particulars 

Amount 

in Rs 

 

To Depreciation of Fixed 

Assets 

 
 

9,56,41,991 

 
 

By Opening balance 

 
 

25,83,05,202 

To Provision for Tax 12,74,43,218 By Gain on Sale of Fixed Assets --- 

To Proposed Dividend 5,66,92,525 By Gain on Sale of Investments --- 

 

To Goodwill written off 

 

--- 

By Over provision for Taxation 

written off(back) 

 

--- 

To Loss on Sale of Fixed 

Assets 

 

--- 

  

To Transfer to General Reserve 2,50,00,000   

To Transfer to Sinking Fund ---   

To Discount on Issue of Shares 

& Debentures 

 

--- 

  

To Other Provisions ---   

To Closing Balance 40,24,83,230  
By Profit from Business 

Operation 

 
 
 

44,89,55,762 

 70,72,60,964  70,72,60,964 
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FUNDS FLOW STATEMENT 

(For the year 2018-19) 

(Statement of Sources & Applications of Funds) 
 

 
Sources 

Amount 

in Rs 
 

Applications 

Amount 

in Rs 

 

Profit from Business 

Operations 

 
 

44,89,55,762 

 

Redemption of Shares at 

Par(Discount/ Premium) 

 
 

--- 

Issue of Share Capital at 

par(Discount/ Premium) 

 

--- 

 

Redemption of Debentures 

 

--- 

Issue of Debentures(Discount/ 

Premium) 

 

--- 

Payment of Secured Loans 

Unsecured Loans 

8,78,72,802 

3,97,00,000 

 
Decrease in working capital 

 
18,07,38,488 

 
Purchase of Fixed Assets: 

 

   
Purchase of Buildings 

 
5,50,65,361 

  Purchase of Land 1,02,93,498 

  Purchase of Plant& Machinery 4,86,29,865 
  Computers& Furniture 17,08,388 
  Vehicles 20,02,509 

  Other Fixed assets 7,05,00,312 

  Taxes Paid 25,72,28,990 
  Dividend Paid 5,66,92,525 

 62,96,94,250  62,96,94,250 
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INTERPRETATION: 
 

 The change in working capital in this year has been decreased by Rs. 18,07,38,488. There 

has been decreased by inventories Rs.3,18,23,037 and loans& advances Rs. 87,76,412 

lakhs. The sundry creditors have been increased by Rs. 33,25,29,644.

 The main sources of fund is income/profit from business operations i.e. Rs. 44,89,55,762. 

The main use of funds is purchase of fixed assets of Rs. 13,00,56,175 and company pay 

its unsecured loans and secured loans by Rs. 12,75,72,802.

 The total source of cash is Rs.89,02,32,248. The major uses of cash are in increase in 

current assets and purchase of fixed assets and payment of secured, unsecured loans. The 

financial position is not satisfactory.
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Changes in Working Capital 
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COMPARATIVE STUDY CHANGES IN WORKING CAPITAL DURING THE 

PERIOD 2014-15 to 2018-19 

 

Years Changes in Working Capital Amount in lakhs 
2014-15 Decrease 1423.54 
2015-16 Decrease 370.17 
2016-17 Decrease 1382.01 
2017-18 Increase 585.56 
2018-19 Decrease 1807.38 

 

 
INTERPRETATION: 

 
Comparing the six years data the changes in working capital is in this year. In the year  

i.e., 2014-15 working capital decreases to 1423.54 lakhs. The next year 2015-16 working capital 

also decreased to Rs 370.17 lakhs. Working capital has decreased it indicates the current assets 

are increased and the current liabilities are decreased. The working capital is increased it 

indicates the current assets are decreased and the current liabilities are increased. The year 2017- 

18 the working capital is 585.56 lakhs and the financial year 2018-19 the working capital is also 

increased. In this year the current liabilities& provisions also increased Rs. 443.78 lakes. 
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Adjusted Profit &Loss a/c 
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ADJUSTED PROFIT& LOSS ACCOUNT DURING THE PERIOD 
 

2014-15 to 2018-19 
 
 

Years Adjusted Profit &Loss a/c Amount in Lakes 

2014-15 Profit from business operation 124.87 

2015-16 Profit from business operation 2593.28 

2016-17 Profit from business operation 6627.04 

2017-18 Profit from business operation 9165.46 

2018-19 Profit from business operation 4489.55 

 
 
 

 
INTERPRETATION: 

 
The Financial position in Liners India Limited Pvt. Ltd., in 2014-15 is in good condition, 

profit from business operation by Rs. 124.87 lakes. In 2015-16 it is better condition Rs. 2593.28 

lakhs. In the year 2017-18 the profit from business operations increased Rs.9165.46 lakes. The 

company leads to better position in the year 2017-18 financial year. 
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Funds Flow Statement 
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FUNDS FLOW STATEMENT DURING THE PERIOD 2014-15 to 2018-19 
 
 

 
Years 

Funds Flow Statement 

(Rs in lakhs) 

2014-15 2357.2 

2015-16 3553.65 

2016-17 9584.17 

2017-18 9441.79 

2018-19 6296.94 

 
 
 

 
INTERPRETATION: 

 

During the year from 2014-15 to 2018-19 the company has sources of funds and the uses 

of the funds are done for purchasing of fixed assets and increasing in the current assets. 

Therefore the financial position of the company was in good conditions. In the year 2016-17 the 

sources of funds Rs.9,584 lakhs. 
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CHAPTER -6 

FINDINGS, SUGGESTIONS & 

CONCLUSION 
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FINDINGS 
 

 The basic objective of a company is to maximize share holders wealth. This is possible 

only when the company earns sufficient profits.

 
 The amount of such profits depends largely upon the magnitude of sales.

 

 There is always time gap between the sale of goods and receipt of cash.
 

 The level of any firm depends upon its efficient management of working capital.
 

 To ensure higher profitability, liquidity and sound structure health of organization it is 

essential to use of the sources of funds and cash effectively.

 
 Thus, the financial manager should estimate correct amount of working capital and 

should be able to determine the correct sources from which funds have to be raised.

 

 There has been major fluctuations in the working capital, which effect the current 

assets and current liabilities and sources of the funds have effected a lot.
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SUGGESTIONS 
 

 There has been major fluctuations in the working capital, which effect the current assets 

and current liabilities and sources of the funds have effected a lot.

 
 the firm has to find ways to increase the source of funds from business operation and 

other income.

 
 The company should finance some parts of its current assets with short-term funds to 

balance the fluctuations in the working capital.

 
 It should take depend on long-term funds to fill the large gap between sales and receipts.

 

 To maintain good relationship between Management and Employee increases 

productivity and product quality, will make demand of product in the Market

 
 Co-ordination between departments present in Industry

 

 Over all the company has an unfavorable working capital position. However, they have to 

maintain good working capital
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CONCLUSION 
 

The company under the study of Liners India Limited , being a unit of the Automobile 

industry as to carefully watch the trends in the Automobile industry as should come forward  

with innovative marketing strategies. 

The company was started with an initial investment of Rs. 2 lakhs. In the initial stage, it 

has no processing plant. In the year 1994, it has set up a processing plant equipped with full 

machinery. Thirty acres of land is being cultivated under the ownership of the company. The 

company has arranged their own laboratory in the current financial year. Previously they had no 

such facility and they had faced expensive testing. 

After 5weeks of my sincere work at is Liners India Limited financial average in 

handling of the financial statement professionalism may be encourage. The company overall 

position is satisfactory during my project work. I had got good experience regarding the Liners 

India Limited . 
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CHAPTER-1

Introduction
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A StudyonPerformanceappraisalAtSriKrishnaJuteMillsEastIndia

CommercialCompanyPrivateLimitedinEluru

Introduction:

Theworkofhumanresourcemanagementpervadestheentireorganization.human

resourcemanagementisasetofactivitiesfocusingontheeffectiveuseofhuman

resourceinanorganization.Itencompassestheactivitiesofrecruitment,selection,

training,development,wagesandsalaryadministration,healthyandsafety,benefits

andservices,unionmanagement,relations,motivation,moraleandcommunicationso

on.Thushumanresourcemanagementisthatpartofmanagementwhicharrangesfor

the satisfactory managementofemployees ofan enterprise .human resource

managementis the process ofachieving the bestfitbetween individuals ,jobs ,

organizationandtheenvironment.

Itdefinestherelationshipbetweenemployerandemployee.Someeminentauthors

havedefinedtheterm Humanresourcemanagementasfollows.

In the words of'Edwin B.Flippo',The personnelfunction is concerned with the

requirementprocurement,development,compensationintegrationandmaintenanceof

thepersonalofanorganizationforthepurposeofcontributingtowordaccomplishment

oforganizationalgoalsandobjectives.Thereforepersonnelmanagementisplanning,

organizing,directingandcontrollingtheoperativefunctions.

Performanceappraisal:

Performanceappraisalistheprocessofevaluatingtheperformanceandqualifications

ofthe employees,in terms ofthe requirements ofthe job forpurposes of

administrationincludingplacement,selectionforpromotionprovidingfinancialrewards

andotheractions.

A performance evaluationsystem playsakeyroleinachievinginobjectiveofthe

humanresourcedevelopmentandtheorganization.itcanbeusedforperformance
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planningandculturebuilding.Appraisalcanhelpinidentifyingdevelopmentareasand

growthpotential.itcanalsobeusedforperformancereviewsandcounseling.

Effective appraisals should help in identifying strengths and weakness ofthe

employees sothattraininganddevelopmentactivitiescan beplanned/organizedto

reinforcestrengthsandovercometheweaknessoftheemployees.Henceappraisalis

notmerelyatooljudgetheperformanceofemployeesduringtheyear.Butalsoan

opportunitytotaphispotentialanddiscovermechanismstobringthatpotentialto

surface.

Performanceappraisalistheassessmentofindividualsperformance inasystematic

way.Itisadevelopmentaltoolusedforallrounddevelopmentoftheemployee and

theorganization.Theperformanceismeasuredagainstsuchfactorsasjobknowledge,

qualityandquantityofoutput,initiative,leadershipabilities,supervision,dependability,

cooperation,judgement,versatilityandhealth.Assessmentshouldbeconfirmedto

pastaswellaspotentialperformancealso.The seconddefinitionismorefocusedon

behavioursasapartofassessmentbecausebehavioursdoaffectjobresults.

TheDepartmentoftheinteriors performancemanagementpolicyisdesignedto

documenttheexpectationsofindividualandorganizationalperformance,providea

meaningfulprocessbywhichEmployeescanberewardedfornoteworthycontributions

totheorganization,andprovideamechanism toimproveindividual/organizational

performanceasnecessary.

ToAccomplishthisobjectives,managersneedtoidentifyorganizationalgoalstobe

accomplished,communicateindividualand organizationalgoalsto employeesthat

supporttheoverallstrategicmissionand governmentperformanceandresultsAct

goals ofthe department,monitorand evaluate employee performance,and use

performanceasabasisforappropriatepersonalactions,includingrewardingnote

workingperformanceandtakingactiontoimprovelessthansuccessfulperformance.
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Needforthestudy:

ThestudyhasbeendoneonthePerformanceAppraisalinSriKrishnaJuteMillsEast

IndiaCommercialCompany PrivateLimited inEluruandThisperformanceappraisal

was taken due to the interestofknowing the various aspects and concepts of

performanceofemployeesfollowedinanOrganizationitincludes

 Performanceappraisalhelpssupervisorsaccesstheworkperformanceoftheir

subordinates.

 Ithelpstoaccessthetraininganddevelopmentneedsoftheemployees.

 Performanceappraisalprovidesrewardsforthebetterperformance.

 Performance appraisalhelps to improve the communication system ofthe

organization.
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ScopeoftheStudy:

ThescopeofthestudyislimitedtotheemployeeperformanceappraisalatSriKrishna

JuteMillsEastIndiaCommercialCompanyPrivateLimited in Eluru.Itisconfinedto

personneldecisionssuchaspromotionsorallocatingrewardsandallowingtimefor

selfreflection,selfappraisaland personalgoalsetting.It-provide with a better

understandingoftheirrolesandresponsibilities.
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Objectives:

 To know the employee satisfaction levels regarding presentperformance

appraisalinanorganization

 To identify the various performance appraisalmethods following by the

organization.

 Tofindoutthedrawbacksofthecurrentperformanceappraisalsystem inan

organization.
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ResearchMethodology:

Datacollectionisaelaborateprocessinwhichtheresearchermakesaplannedsearch

forallrelevantdataandisthefoundationofallresearches.

Thetaskofdatacollectionbeginsafteraresearchproblem hasbeendefinedand

researchplanischeckedout.Whiledecidingaboutthemethodofdatacollectiontobe

usedforthestudyofresearchershouldkeepintwotypesofdata.Theyare:

1.Primarydata

2.Secondarydata

SourceofData:

Thestudyofthedataiscollectedfrom

1.Primarysources

2.Secondarysources.

PrimarySource:

Forthisproject,primarydatawascollectedfrom theemployeesoftheorganization.the

basicapproachforthecollectionofprimarydataisbyconductingasurveywiththehelp

ofaQuestionnaire,whicharesampleandcloseandopenendquestions.

SecondarySource:

Thesecondarydatasourcesofinformation wascollected from alreadypublished

sourceasjournals,magazines,websites,annualreports,materials.

Samplesize:

Inordertogetdatasamplesizeof80istakenandemployees.
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Limitations:

 Astimeperiodis45days,itisverydifficulttogetaclearpicture.

 SomeoftheemployeesnotCo-operateinfillingofquestionnaire.

 Some workersgiveonlybasicinformation.

 During workinghoursitisdifficulttocollectthequestionnaire.
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Chapter-2

Industryprofile



9

Industryprofile:

Till1960"sjuteproductsforpackagingcarpetbacking wereingooddemandinthe

market,particularlyintheexportmarket,thereafterthedemandforjutepackaging

productsdevelopedcountrieshasshrunkduetotheemergenceofcheapersynthetic

alternatives,adoptionsofbulkhandlingpracticesandinstabilityinpriceandsupplyof

juteproducts.However,withmandatoryuseofjutejutepackagingbagsinIndiasince

the1980'sthedomesticmarketfortheseproductshasgrownsubstantially.

ThemarketprotectioninfactmadethejuteindustrycomplacentinitsCEmodeof

functioningaswellasproduct-mixinthespiteoftherapiddeclineintheexportmarket.

Productionisstillcenteredonthepackagingmaterials,sackingandHessianwhich

constituteabout80percentoftotalproduction,thebalance20percentoftarpaulin.In

spite ofsubstantialgovernmentinitiative since the 1980's forpromoting jute

diversificationthrough appropriatepoliciesand supportmeasure,industry'seffortat

diversificationhasremainedfarfrom encouraging,however,alargenumberofsmall

andmedium enterprisesinthedecentralizedsceptrehaveinvolvedthemselvesinabig

wayinthemanufactureofvariestypesofjutediversifiedproductswithsmalltolarge

valueaddition.

Jute:

Jutethe 'Goldenfiber'ofIndia,hasvariousinherentcharacteristicslikehightensile

strength,lowextensibility,longdurability,fireandheatresistancesilkiness,lusterand

longstaplelength.Indiaisthesinglelargestjuteprocedureintheworldproducing

around35%oftheworldproduction.Juteisnotonlyamajortextilefiberbutalso a

raw materialfornon-traditionaland valueaddedproductshelpingintheenvironment

protectionandmaintainsecologicalbalance.Besidesitalsohasaninenviablemarket

andbothlocalandinternational

Salientfeaturesoftheindustry:

Thejuteindustryisprimarilyagro-basedandtheproductionofrawjuteissubjectto



10

vagariesofnaturelikefloodsanddroughts.Itisgrown in thoseareas wherepaddy

canalsogrow.Generally,thefarmer'sresponsetopricechanges indeterminingthe

acreageunderjutecultivationishighlysensitiveandthesehighlysensitivepricesfor

rawjuteareremunerativeforfarmersandthismotivatesthem tokeepundertakingjute

cultivation.FurthertheproductionofrawjuteinIndiaisdirectlyrelatedwiththearea

undercultivationwithanalmostconsultantyield.Theaverage yieldinIndiais7bales

perhectareagainst9.5inBangladeshandThailand.Unfortunatelyintheyearsof

productioninourcountry,notmuchworkhadbeendonetoimprovetheyieldper

hectare.ThisisresultedinshortageofRawjute.

SupplyofRawJute:

ThesupplyofrawjuteBeingseasonal,itsprocurementhastobe madewithinaperiod

offivetosevenmonthsanditrequirescarefulforwardplanningbasedongeneralprice

levelofRawjuterelativepricesofdifferentgradesoffibresandprojectedrequiredof

eachqualityofjuteforaparticularperiodonthebasisofproduct-mixandstandard-

mixofeachqualityofproduct.

TheordertostabilizeproductionandpriceofRaw jute,thejutecorporationofIndia

(JCI)awhollyownedpubliclimitedcompanyoftheGovernmentofIndiawassetupin

April1971withthefollowingasitsmainfunctions:

 ExportandimportofRawjute.

 Internalmarketingofjuteand

 Undertakingmeasuresforexportpromotionsofjutegoods

The corporation assures a timely price supportto the farmers and supplies at

reasonablepricestotheindustry.Besidesasystem ofstatutorysupportpriceforRaw

jutebytheuniongovernmentwasintroducedinthe1972to1973seasontotheensure

minimum priceforthefarmers.Thesystem ofminimum supportpriceisreviewed

everyseasonontherecommendationoftheagriculturalpricecommission.Scientific

recordingofRaw juteisessentialforpurposeofpropermarketing.Raw jutebales
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appropriatelygradedbasedonquality,strengthandcolour,thesegradescanmainlybe

classifiedasTD1,TD2,TD3,TD4,W1,W2,W3,W4,W5,M1,M2,B1,B2,Junglietc..,in

theseabbreviations,TD standsforTossa/Daise,M andBstandsforwhiteMestaand

Bimlirespectively.Theserepresentfourmaincategoriesofjute.

Agreatopportunity:

Itisnow evidentthatunlessseriousattemptsaremadetransform theimage ofjute

productsfrom cheaptraditionalpackagingmaterialsvalueaddedproductssuitablefor

otherdiversifyingend-user,thegrowthofthejutesectorwillbeeadverselyaffected.

Thegrowingglobalconcernfortheenvironmentandincreasingconsumerpreference

forbiodegradablenaturalfibreproductshavebeenopenedupagreatopportunityfor

diversifyingtheusageofjute.

Howevertheextentofenhancingthispotentialdependstotallyonthecapabilitytomeet

thechallengeofproducingthebestproductsintermsoftechnicalattributesaswellas

consumeracceptability,suchcapabilitycanonlybebuiltupthoughfurtherinvestment,

technologicalupgradationandstrategicmarketpromotionbythebothorganisedand

decentralizedunits,strengthenedbythegovernment'ssupport.
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I:DJPcapacityandproduction

Noof

units

Capacity

Unit

Quantity Production

in2004-05

Quantity Value (in

Rs.crore)

Shoppingand

HandBag

576 Pcs 68million Pcs 42million 113.34

Floor

covering

344 Sq.m 29million Sq.m 11million 106.40

Decorative

Fabric

70 MT 10.5lakh MT 36.7lakh 70.82

GeoTextile 9 MT 21,000 MT 19,000 36.92

Composite &

particle

Board

9 MT 18,000 MT 5,500 9.54

Source:JMDC

Table-1

IndustryMilestone



13

1854 - BirthoffirstIndianjutemillatRishrain1855ofWest

Bengal.

1850-1950 - Growthofjuteindustry.

1950-1960 - AdverseeffectongraduatesupplytopartitionofBengal

increasingofRawjutecultivationinWestBengal.

1960-1970 - Goldenperiodofjuteindustry.

1970-1980 - lossofexportmarkettosyntheticespeciallyincasein

India.

1980-1900 - Inroadssyntheticsintheareaofjutepackaging,evenin

India.

1980-1990 - protectionextendedtojuteindustrythroughmandatory

orders by government of India,initiation of jute

diversification.

1990-2000 - Growthofjutedecentralizedsectorindiversifiedjute

productmanufacturing.Growthofexportmarketfor

naturalfiberproducts.

Socio-Economics:

 About4millionfarmersand0.25millionjutemillworkersareinvolvedwith the

juteeconomy.

 About700jutediversifiedproductsunitsestablishedinsmallandcottagesector

forvalue-addedjuteutility,giftandhometextileproduction.

 Thegoldenfiberindustryhasbeenfacinghurdleduetotheglobalizationprocess.

 Annualrawjuteproductionandjutegoodsproductionarebales.
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 Aclusterofjutetwinesunitsand4jutemillsinAndhraPradesh.

 Jute cultivation increases fertilityin the soilnaturallyforothercash crop

productionandprovideslivelihoodtopoorfarmerfamily.

SWOTAnalysis:

 Globalawarenessinnaturalfiberpromotionwisemarketacceptability

 Lifecyclecostofjuteischeaperthansyntheticfiber

JuteProducts:

Theproductsmanufacturedfrom raw jute broadly beclassifiedunderthefollowing

mainheads,althoughtheymayhavedifferentspecifications.

 Hessian

 Sacking

 CarpetBacking

 Othermanufacturers,includestwistingcanvasandotheritems.

Theproductionofjutegoodshasbeenfluctuating inrecentyearsdependinguponthe

demandpatternindomesticaswellasforeignmarketsandtheavailabilityofRawjute.

Theproductmixhasalsochangedwithaperceptibleshiftinfavorofsackingandother

manufacturerslikecarpetbacking,Canvasandotheritems.

Theindustrywasfairlyexport-oriented,andsuchamajorpartoftheindustry's

productionwasexported.Howeverthedependenceontheexportmarketisslowly

goingdownduetotheincreaseinproductionanduseofsyntheticinforeigncountries.

Asaresult,theindustryisslowlyundergoingatransformationsuchthatthedomestic

marketisgraduallyreplacingtheexportmarketduetoincreaseindemandarisingout

ofhigherfoodandmaterialoutput.



15

Majorproducts:

Considering the volume ofproduction vis -a -vis sales,the majorareas of

diversification for jute are smallcapacity shopping and hand bags (formass

consumption),hometextiles(floorcoverings,wallhangings),juteandjuteblended

fabrics(servingmainlyasdecorativefabrics),giftarticles,jutetextiles,jutecomposites

andparticlebroads.

ShoppingandHandBags:

Thesehavebeenestablishedasthemostpromisingdiversifiedproductsofthejutedue

totheirexcellenttextureandaesthetic.Thesearemanufacturedfrom Hessianorjute-

cottonunionfabricswithorwithoutlaminationswithhandlesofcane/bamboo/cotton

braidsand zippers .Indiahasbeenthelargestexporterofthesegreenbags.The

exportmarkethasalreadyprocessRS .100crorewhichcanbeenhancedifanyquality

anddesignareimproved

Floorcoverings:

Variedtypesofjutefloorcoveringssuchasmatsandmatting,floorcoveringwithjute

base,juteandblendedcarpet,durries,rugs,areproducedbyunitsalreadyengagedin

floorcoveringmanufacturewithothernaturalfibers.Allsuchfloorcoveringshavegood

dimensionalstability,excellentruggedtextureandattractiveexoticdesigns.Theyare

becomingincreasinglypopularaseco-friendlyitemsforroom decorandhavealready

exhibitedgoodgrowthpotentialinexport.thesustenance/increaseofthisgrowthwill

dependonfurtherqualityimprovement,especiallywithrespecttofibershieldingand

colourfastnessandalsoonmoreattractivedesignsusingCAD.

DecorativeFabrics:

Jutebaseddecorativefabricsaremainlyproducedbythehandloom /powerloom units

inthedecentralizedsectorandthebleached/dyed/printedjuteHessianfabricsmostly

intheorganisedsector.Othertypesofunion/blendfabricswithmorethan50percent
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jutecontentproducedbythedecentralized unit,usingdifferentweavepatternsand

incorporatingattractivedesigns.whilesomeofthesefabricsareusedasfurnishingdue

totheirthickness,texture,dimensionalstabilityanti-staticcharacteristics,manyother

fabricsareusedinfashionbagsforladies,orattractivehouseholditemslikelamp-

shades.somedesignedfabrics,wovenwithjuteyarns,combinationoffancytextile

yarnsorgoldenmetallicthreadsarealreadyindemandinoverseascountriesfor

decorationonfestivaloccasions,especiallyChristmas.

WallHangings:

Attractivewallhangingsmadeonfibre,yarnandfabricofjuteandincreasinglymaking

theirpresencefeltinthehomedecormarket.Low-costandaestheticappealsowingto

theircharacteristicTexturesarethemainstrengthsofsuchproducts.

GiftArticles:

Hand-craftedgiftarticleofjuteareasdifferentandvariedastheycanbe.TheTea

coasters,stringbags ,purses,waterbottle carriers,handlingchairsandpenstands

and evenentho-chicornamentsforladies,allmadeofjutebyskilledcraftsmen/

craftswomenarebecomingapopularinthedomesticmarket.A largenumberof

womenareengagedinmanufacturingthesehandicraftsitems.

Geo-textiles:

Jutegeo-textileisapreferredchoicewheneverthesolutionforageo- technical

problem demandsgeo -textileattributed like biodegradability,high waterholding

capacity,higherfrictionalcharacterandsoilandenrichment(afterdegradation)either

independently or into combination.For this,erosion control,highway slope

independentlyorincombination.Forthis,erosioncontrol,highwayslopeprotectionand

softsoilconsolidationcanbeconsideredas thepriorityareasforapplicationofJGT.

severalerosion controland Highway slope production projects in the U.s.,and

SwitzerlandhaveestablishedtheefficacyofJGTandmoreimportantlyit'smeritof

biodegradabilityforecologicalreasons.
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Thenextpreferredarecanbestabilizationofroadswithnotmuchheavytrafficload.in

thecaseofroadstabilization,thereducedstrengthandpoorconditionofJGTbeyond

tworeasonscyclesafterplacementshouldnotbeofanyconcernasbythattimethe

fabricwouldhavealreadyplayedanimportantroleinprovidingaself-sustainingsub-

gradeformosttypesofsoils.ThegaininstrengthoftheSub-gradewithtimehasbeen

substantiaatedbuythefieldtrialsdatashowingmuchimprovementinCBRvalueby

usingJGT.HoweveranyfurtherimprovementindurabilityofJGTthroughappropriate

treatmentwillstrengthentheuser's preferenceinfavorofeco-friendlyJGT.InIndia,a

fewfieldstrialshaveestablishedJGTsefficacyinstabilizingtheminesoils.

CompositesandparticleBoards:

Duetoitsinherentcharacteristicsjutefibreisasuitablecandidateforeffectiveusein

productionoffiberreinforcedcompositesjutecompositesproductsareecofriendly

andtechnoeconomicallycomparablewithtraditionalwood/plywoodmaterialsand

havefoundbywife-rangingapplicationinbuildinginteriorandtransportsectors.the

followingtypesofjutefibrereinforced compositeproductsandjutestickparticle

boardsarebeingmanufactured,boards(medium /highdensity)ofjutephallicresin,

boardsofjutestickparticles,jutethermoplasticboardsandautotrimsorjutepolyester

resin.

Jutephonemicresinboardsmanufacturedbyafewentrepreneursusingjutefabricfelts

areusedmainlyasplywoodsubstitutesforendusedsuchasdoorpanel,furnitureand

packagingandas wallpanelsseat/backrestandevenmechanicalcomponentsin

railwayscoachbuildingjutestickparticleboards,manufacturedbysevenunitsare

alreadypopularinfalseceilingverticalpanelinginteriordecorationwhileinterestis

shownforuseastableminustopandinfurniture-making.

Jute-thermoplasticboards,madebyanentrepreneurusingwastesofjuteandplastic,

hasenteredthemarkerasaneffectivematerialforuseasindustrialpellets,cable

winders,andgardenchairstablesandfencing.

Itisistheperfectexampleofsavingtheenvironmentbyrecyclingunwantedsynthetic
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garbageandofvalue-addeduseofjutewastes .Jute-basedauto-trimsarenow

manufacturedbytwoentrepreneurs,onintheorganizedmilSector.

Tangibleprogress:

AsaresultofthegrowinginterestinmanufacturingJDEsmainlyinthedecentralised

sectorandtheGovernmentsupportthroughtheJMDCfrom marketing,modernization

andproductdevelopmentandthroughNCJDforprovidingescortservicestoSMEs,the

impactofjutediversificationcanbeassessedthroughthefollowingindicators.

ManufacturingandEmployment:

ThenumberofJDPunitsincreasedfrom 420in1993-94to1320in

2004-05,registeringaCARG of12percentannuallyasperaJMDC-survey,2005.

Thoughjuteisgrownin theeasternpartsofIndia,decentralisedunitsmakingJDPs

cannowbefoundedinmanyotherregions-UP.,AndhraPradesh,Pradesh,TamilNadu,

Haryana,DelhiandKerala.ThisiswidelyspreadmanufacturingbaseindicatesthatJDP

hasbecomeanitem ofinterestforentrepreneursacrossthecountry.Annualproduction

capacityasinJanuary2005,forMajorJDP'sistableisgivenintableI.

Employment(directandindirect)inthe decentralizedJDPsegmenthasgrownfrom

53,000in196-97to1.83lakhsin2007-08.

Sales:

JDPsalesin2003to2004were Rs.1299-21crore30percentoftotaljutegoods

productioninvalueterms.Productionin2003to2004ofmajorisJDP'sgiveninthe

table.

Export:

TheexportoffivemajorJDPsandtherecompoundedaveragegrowthrateduring2005

asshownintableii.TotalexportswereRS .253.7crorewhichaccountedfor22.1

percentoftotaljutegoodsexport.Theexportshaveexhibitedencouragingthegrowth
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with16%percentCAGRtheshareofmajoritemsintheJDP exportbasketisshownin

fig.

Productdevelopment:

Toavoidfailures,developmentofanyproductmustbebasedontheneedsofthe

market.Forthispurposethereisastrongneedforcooperationbetweenconsumersand

manufactures.Toengineerjutediversifiedproductskeepingintheview themarket

demandforthefunctionalpropertiesand/forappearanceandfeelitmayberequired

ononehandtoblendjute withotherfibresespecially finerones andontheotherto

employappropriatemechanicalandchemicalprocessingtechniques.

TheessentialPre-requisiteforanyproductdevelopmentistodefinetherequirements

inthenewproductor"productgoals".DuringdevelopmentofanyJDP,thedevelopers

shouldkeepinviewthepricesofalternativeproducts.Itistheworthmentioninghere

thatinroadsofsyntheticalternativeshavetakenplace,notsomuchduetotheir

superiority,butduetolackofknowledgeandexploitationofthepotentialitiesofjute.

Sincethedomainoftechnicaltextilesisconsideredashavingthefastestgrowthratein

globalmarketing,particularlyNorthAmerica,WesternEuropeandAsia,thisareahasto

be an importantfocus fornew applications ofjute.Being strongerand more

dimensionallystablethanmostothertextilefibres,jutecanhavegreaterusagepotential

in specific technicaltextile applications like packaging (packtech),geo -textiles

(geotech),agrotextiles(agrotech)andcomposites(buildtech,mobileTech).insteadof

presentingjuteproductssimplyasnaturalalternativesto theircheaper synthetic

counterparts,theyshouldbepromotedasenvironmentally desirableproductsuitable

foravarietyofendusers.

SPECIALISTSINBALINGMACHINES:

Forproductsof
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Cotton Wastercotton Delintcotton Yarn

SILK WOOL Hair Wasterpaper

paperboards CoirFiber Rowjute Jutebags

Tabacco Paddystraw Wastercorrugated Biogases

Ironscrap Cloth POlyester Fiberetc.,

PROMOTIONAS'ECO-FIBER':

Ifmanyenvironmentaladvantagesofferedbyjuteproductsthenthefollowingshouldbe

interestedinanycomparisonwithsimilarsyntheticproducts:

 Juteisanannuallyrenewalcropwithmuchloweroilequivalenceascomparedto

anysyntheticfiber.

 Industrialproductionofanyjuteproductconsumerasafractionoftheenergy

requiredforthemanufactureofsyntheticrawmaterialsandproducts

 In termsofCO2emissions,jutehasaclearadvantageoveranyofitssynthetic

alternatives

 Life cycle ofanyjute productscan be considered aslessenvironmentally

damagingthanthatofanyofthecompetingsyntheticproducts.juteproducts

arebiodegradableanddecomposedjutematerialsdonothaveanyhazardous

impactontheenvironment

 From thestandpointofeco-balancesitisnotwidelyacceptedthatthefactorsof

energyuse,greenhouseemission,renew abilityandsustainabilityarethemost

criticalelementsinanyassessmentoflongterm globalenvironmentalimpacts,

andonallthesescoresnaturaltextilefibreslikejutescoreheavilyoversynthetic

fibres.theunionministryoftextilesiskeentojutediversificationforthebenefit
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ofthesector.

 Twogovernmentagencies,jutemanufacturersdevelopmentcouncil(JMDC)and

the nationalcentre forjute diversification (NCJD )are working to develop

entrepreneursintheareasofjutediversification.JMDCishelpingentrepreneurs

inmarketingJDPsbyarrangingtheirparticipationinmajorinternationaland

nationalfairs exhibitions.Due to JMDCs Externalmarketassistance(EMA)

scheme,exportofJDPshasshownasignificantgrowthinrecentyearsto

strengthen the manufacturing front, NCJD offers to entrepreneurs in the

decentralized sector,escortservices towards raw materialprocurement,

technologytransfer,traininganddesigndevelopment.

NATIONALINSTITUTEFORRESEARCHONJUTEANDALLIED :

FIBERTECHNOLOGY

(IndiancouncilofAgriculturalResearch)
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OURENDEAVOUR TECHNOLOGIESTOOFFER

To carry outbasic and technological

researchonjuteandalliedfibers.

Topromoteproductionsofgoodquality.

To upgrade the fiberand the product

qualityfibers.

Tofinddiversifiedusesoffplantfibers,

there Agricultural by products and

industrialwasters in large scale and

decentralizedsectors.

To actasacentreofhumanresource

developmentinrelationstojuteandallied

fiber and establish linkages among

different scientific and industrial

organizations.

GradingofRawjute.

Quality testing equipment and

instruments.

Fungalcultureforqualityimprovementof

Rawjute.

Jutestickparticleboard.

Newsprintfrom wholemestaplant.

CaplonBlankets.

Wrapandcoveredyarn

Miniaturejutespinningsystem

Mushroom from jutewaster

Floorcoveringfrom jutenonwovens

DegummingofRamie

Bio-pulpingofjutestick

Juteyarnhairinessmeter

Nonwovenjutegeo-textiles

Processingoframicandsisal.



23

INDIANJUTEATAGlANCE:

1.Averagelandunderjutecultivation:1,01,400hectares

2.AverageproductionofRawjute:10,500thousandbales

3.Statewisedistribution

4.Numberofjutemills:73

5.Averageproductionofjutegoods:17,000thousandtons.

Averageexportofjutegoods:181thousandtons

WestBengal - 59

AndhraPradesh - 4+1(Hessian)

Bihar - 3

UttarPradesh - 3

Orissa - 1

MadhyaPradesh - 1

Tripura - 1

CONSTITUTIONOFJUTEINDUSTRYINA.P:

Thejuteindustryis lingstandinglabourincentiveindustryis coastalAndhra.Thejute

industryinAndhraPradeshisoftwosegments.CompositeJutemillwhichconvertsraw

materialsintoyarnandfrom theirproducesfabricandbags.yarnandtwinmillswhich

produceonlyjuteyarnandtwinfrom rawjute.ThefollowingarethecompositeJutemill

inA.P.Andtheirproduction
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NameoftheMill EstimatedyearlyproductionTons

ChittivalasaJutemillLtd, 30,000

SriKrishnaJutemillLtd, 30,000

NellimarlaJutemillLtd, 30,000

ShreeBajarangjutemillLtd.,Guntur 18,000

HooglyMillprojectLtd.,Vijayanagaram 10,000

Theaboveare lingestablishedjutemillsemployingnearly22,000workersandpaying

veryhighwages.Allthefourmillswereshutupduring1900'stakingadvantageof

Abundantavailabilityofbimilimestha.Sincemesthaissuitableformanufactureof

coarsegoodslikesackingbags,theMillsweresetuptutomanufactureonlysacking

bagssuitableforpackagingofgoodgrainssugar,cementetc.

Chittivalasajutemills,howeverisproducingasmallqualityofHessiansatpresent.
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CHAPTER -3

COMPANYPROFILE
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BRIEFHISTORYOFTHECOMPANY

SriKrishnajuteandcottonindustrywasestablishedin1910bylocalzamindarofEluru

nameGangaRaju'sMothey'sfamily.duetoimproperadministrationofrawmaterialand

labourproblemstheclosedtheindustryin1930forsomeperiod atthetime .The

fatherfamilyfrom Calcuttahastakentheindustryforleasewith

the shares from localpeople and they started improving the mill.in 1947 the

organisationwasnamedas"EastIndiacommercialcompany"listfor"SriKrishnajute

mill".

Atpresenttheturnoverofthefactoryis60-70croresperyear.Averageproductionper

dayis80tons.themaintenanceofthefactoryissatisfactory.

EastIndiacommercialcompanylimitedhasnearly300employeeworkinginthe

factory2800workersareworkingonpermanentbasis.1700arebadiliworkersandother

areapprentices approximately500womenworkershundredapproximatelyandother

staffandsupervisors200proximately .thepresentmanagingdirectorisr.BrijGopa

lunami.thisfactoryistraditionalorganizationwhereafamilyrunsthewholefactoryand

theentirekeypost.

EastIndiacommercialcompanylimitedjutemillshasoneunitormoreunitsbesidesSri

Krishnajutemillslimited.,KrishnaHessians,kotturu.

SriKrishnajutemillsfinancialyearstarton1stAprilandendof31stMarch,nowEast

Indiacommercialcompanyhas2,706,74subscribedequitysharesofRs.100/-each.it

celebratessafetydayon5thMarchofeveryyear.TheRaw isbeenpurchasedfrom

severalpurchasingcentresinAP.,OrissaandWestBengal.Theyarepurchasingfrom

bimili,Srikakulam andvijayanagaram .theproductionofthecompanyismainlybased

onorderfrom variouscustomeronlythemanufacturersofpaddybags.
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BoardofDirectors:

TheboardofdirectorsoftheEICCcomprisesofthefollowing

1 Mr.AlokBhartia Chairman

2 Mr.BrijGopalLunai Managingdirector

3 Mr.DeepakBhartia Director

4 Mrs.AlpanaBhartia Director

5 Mr.B.shyamsukha Director

6 Mr.Manohargopallunani Director

7 Mr.Sivashankarlunani Director

8 Mr.AshokKumarLohia Director

ORGANISATIONALSTRUCTUREOFTHECOMPANY

itconsistsof3leveli.e.,

1.Toplevel

2.Middlelevel

3.Lowerlevel

TOPLEVELMANAGEMENT

Managingdirectorandnexttohim isdirector.theyconsiststoplevelmanagement.

MIDDLELEVELMANAGEMENT

Alldepartmentheads of organisation i.e.,from personneldepartment,finance
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department,qualitycontroldepartments,productiondepartmentetc.,

LOWERLEVELMANAGEMENT

Remainingpersonwhoethier belongtoadministrationorcompanyareconsidered

under lower levelmanagement namely assistant mechanics,office assistants,

attendees,securityguards,clerks,securitysuperintendents.

FLOW CHART:

Abriefnoteregardingtheprocessofmanufacturealongwithaflowchartoftheproduct

underreferenceshallbegiven.Thereareseveraldepartmentsinthejuteprocessing

from thebeginningtillthefinishingstagetheyareasfollows

PreparingDepartment

SpinningDepartment

Winding&TwistingDepartment

BeamingDepartment

WeavingDepartment

FinishingDepartment
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The entire manufacturing process can be divided into the following individual

departments

1.BATCHINGDEPARTMENT :

Juteisnormallydeliveredtothemillsintheform ofbales.Thebalesreceivedatthemill

arefirstweghited attherecurringpointandafterit,jutewastakentotheGodownand

Storedthedailyjuteissuesaremadetobatchingdepartmentwherethebalesopened

and"selection"offiberdone.Aportionhewersmallfrom everybalehastobe"selection

out"beingsuitableforsomeinteriororsuperiorvarietyofyearns.

Juteisgrownindifferentareasandwhereisinthestrength,colourandfineness the

firststepinthepreparingthefiber isnaturallybatchingconstructingofbendingto

variousfiberselectedorotherwisetoobtainuniform itsinstrengthandcallouttothe

giventheprecisequantityforspinning.

inthefirstmechanicaloperationinthemill,thejute isfed inbetweensetsofheavy

spiralfluted rollers .thisprocesshelpinremovalofduststicksandBarky portions

adheringtothefiber,besidessofteningthefibet isgeneralwhilethematerialis

passingthroughsoftener,emulsionofoilgenerallymineraloilCalled"jutebatchingoil"

andwaterisappliedonjute.Thesoftenediskeptinpilesfor24to100ormorehours

dependinguponthefiberquality.thisprocessrendersthefiberthoroughlyplain.

2.PREPARINGDEPARTMENT:

Afterpilingstillhardportionofrootsinjuteiscorrectlycutterbyknivesthefiberare

thencarded,firstinthebreakercardandtentinfinishercardandnextinfinishercard,

whichreducetheaveragelengthofthefiberbyteasingandcombiningthedeliverthen

intheform ifa lingcontinuousribbon5or6inwidthcalledsilver.incaseoffibers

whichareburdenbreakercardedmaterialgivenanextrapassageofcardingininner

cardbannerbeing.Putinfinishercard.theprinciplefunctionoftheCARDICGistosplit

thecomitiasofmireisastobreak.ThereAdherencetooneanotherandatthesame

timeattenuatefibermass.
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Thecardedjuteisnextfedintodrawingmachinewhichdrawsoutandattenuatethe

severparallelizethefibersandbymassofadoublingprocessproduceananothermore

oversilver.Thedrawingoperationconsistsofof3passageofmaterialoflightyarn

sidemonththefirstdrawingmachine,2nddrawingmachineandinthecaseofhears

yarntopassages.Throughitandfinisheddrawingmachineisreadyforbeingcommon

intoyarnisspinningdepartment.

3.SPINNINGDEPARTMENT

Thespinningframesconvertthesilverofthefishfinisherdrawingmachineintoyarn

lighti.e.,hessianwrap/andsackingwrapyarnassaleyarnupto18/4thpitchspinning

gamers.

4.WINDINGANDTWISTINGDEPARTMENT

TheYarnspanisspinningdepartment,whichconespackedisabobbinisdirectly

windedintotheform requiredyarnisgenerallyconvertedintothefollowingform.War

andisspoolinspoolwindingmachineforuseismakingbecausepreliminarytomaking

gunnycloth(consumedwithinthefactory).Sewing twineis,spoolwindingmachine

foruseasselvedgeinbeamingandforsewingaofbags(consumerwithinthefactory).

Weft yarn in caps ancap winding machine for use in weaving for produce

sacking/Hessianfabric.singleyarniscapsincapwendingmachine(farsellingas

such/andpackedIbagsof50kgs).singleyarnincapsspoolwindingmachine(far

sellingassuch/convertedintohanks/spoolsandpackedintobagsof50kgsbagsof

180-200kgsasrequired.

5.BEAMINGDEPARTMENT

Intheskeletonthebagsarepreparedandaspertherequirementofthecustomer

thethickness,thewidthandthequalitywillbemaintained.

6.WEAVINGDEPARTMENT

Thereareautomaticlooms.Indoreloomselectricrepairandtheninthecylindermission
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withthehelpofstem pressuretheclothwillBhim Prasadandpasswordthroughthe

rolls.

7.FINISHINGDEPARTMENT

Womenclothismeasured,dampedandcylinderedtoproducethedesiredsmoothness

offinish .thesackingfabricfinishedasaboveandafterinspectionforqualitydesire

intotherequiredsizesandthenstitchedtomakebagswhichareinspectedbundledand

finalpackedintobales.

thesackingfabricfinishedasin10aboveisinspectedandfoldedonlappingmachine

andpackedintobale.Yarnandtwineinsteadforsaleassuchispacketintheform of

balesof180to200kgs.eachbagis50kgs.Ineach
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ORGANISATIONCHART

DIRECTOR

production sales Account purchase EDP Jute Civil Electricals

Finance

HoD/G.M HoD/G.M. G.M. HoD/G.M. HoD/G.M G.M. G.M. HoD/GM.

G.M

Incharge officers officers. officers. officers officers officers officers

officers

Supervisor supervisor supervisor supervisor supervisor supervisor supervisorsupervisor

supervisor

Maistris. Clerical clerical clerical clerical. clerical clerical clerical

Clerical

General staff staff. staff. staff staff. staff staff

staff

Workers
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EXPLANATION :

TheOrganizationchattyshowshowtheauthorityisdelegated todifferentdivisions .

themainreasonofthedistributionofauthorityandresponsibilityistoavoidambiguity

andconfusionamongthepeople.whenanyproblem arisesitclearlyshowswhom has

toapproachinorderorsolvetheproblem,anotherreasonintoknowthepositionofthe

authoritywheretheyare.

Managingdirectoristhefinaldesignationunderhim,directorwillbetherebelow him,

therearegeneralmanagerishead underhim,inchagewillbeworkingunderG.M.

underhim supervisorsbelowhim masteries arethere;,belowhim generalworkersare

working.

DEPARTMENTALIZATIONOFFUNCTION:

Asitisajuteindustrythedepartmentalizationofvariousfunctionsareentirelydifferent

incomparingwithotherindustries.Itconsistsofvariousdepartmentsininwhich

production personnel,sales ,finance,accounting,E.D.P.,S.Q.C.,stories,purchase,

generaladministrationandjutedepartmentsarefoundhere,everydepartmentisheaded

byageneralmanageranditconsistsofsupervisors,incharge,officers,ministries,

generalworkersandclericalstaff.Eachdepartmentisunderthecontrolofdirectorand

directorreportstomanagingdirector.

PRODUCTION:

Thisdepartmentisthelargestdepartmentintheentireorganisation.Itconstitutesof

varioussub– departments whichareholdingvariousprocesstobeperformedin

manufacturing jutebags.In thisdepartmentpreparing spinning,winding,weaving,

beamingandfinishingthevarioussub-departments.Heretheraw materialjuteis

passedthroughemlusion (JBO==water)process.And thenissoftenedandsound2

drawingdepartmentwithtworolesofjutearemixedupandmadeoneroll.Insecond

drawingthreerolesaremadeonerollandinthirdstageofdrawingtworolesaremixed

upandmadeonerole.Afterthatitispassedthroughyarn.Wherespinningdepartment
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wherethejuteiswindedandmadeintospooks.Again iswinded inBigroles.The

windingisoftwotypesoneiswarpwindingandanotheriswaftwinding.Thenitissent

tofinishingdepartmentformakingjutebags.

MANUFACTURINGPROCESS:

Raw juteisprocuredfrom Srikakulam,vijayanagaram,OrissaandAssam,thisjuteis

staredingodowns.Raw materialisissuedtobatchingdepartmentsondailyfairasper

therequirementsofproduction.Nearportionoftherawjuteiscutanditbeingsentto

speeders.onspeedersasemulsion(jutebatchoil+water)isappliedforsmoothing

andsofteningofjute.thisprocessiscallpiling.

WASTE

thesolidwastergeneratedjute waste anddustofjutewasterissenttokothuru unit

forHessians.productsandthesamealso isusedasthefuelforboilerandthe

remainingisdisposedbylandfill.Thedustisdisposedbylandfill.

FINANCIALPROFILE

Theachievementofanycompanycanbejudgedfrom isfinancialpositionandits

performance.Thecompanywithanequitalif7lakhsis1942hadgrowntodaytohave

itssharecapitalof1719.32lakhsofwhichshareworthrs1,673.56lakhshavebeen

issuedasbonussharesisvariousyears.TheturnoverofthecompanyaboutRs.91.71

cores.Thecontributionofthecompanytotheetchergivenbywayofcentralandstate

excusedutiescollectedonjutemachinery.Jutebagsetchavebeenverysignificant.

Thedividendsaremaintainedatreasonablelevelof15% oraboveforthepastmany

year.

SriKrishnaJuteMills EastIndiaCommercialCompany PrivateLimited in

Eluru. ownersitspresentpositiontotherightedvisionandzealoftheirfounder

chairmanlateSriMotheyGangaRajuandthetempo developedusmaintainedthe

improveduponbythepresentchairmanandmanagingdirectorSriBrizGopalLunani.

Laterduring1947-1948EastIndiaCommericalCompanyfrom calculatedhadtakenthe
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organizationontookitforlean.Even atpresentthecompanyisunderlease,butman

shareswerepurchasedEastIndiaCommericalcompany.Thepresentnameofthe

companyis“EastIndiaCommericalcompanyltd.,lesseesofSriKrishnaJuteMill”

Competitors

Themaincompetitorsofthiscompanyare:

 East-coastjutemills.

 Chitvalasajutemills.

 Nellimerlajutemills.

 WestBengaljutemills.

Inadditiontotheabovemanynumberofsmallcompetitorsi.e.smallindustrieswhichis

havinglesscapacityatebecomingcompetitors.Thereasonsthathasmaintenance

chargesareverylesstheproductismanufacturedwithlesscost
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MANUFACTURINGPROCESS

Jute

E
Emulsion

softeners

Batching

Breakers

Finishercards

Drawing

Spinning

Yarning

Twisting

Winding

Beaming

weaving

Finishing

Godown
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MANUFACTURING PROCESS

MAINPRODUCTS:

Themainprodctsmanufacturedare

1.Sackingcloth

2.JuteYarn

Inthisnearly10-15varietiesareproduced.Withthismaterial"GunnyBags"are

prepared.Thereare3unitsunderleaseofEastIndiacommercialcompany".

1.SriBajarangJutemills,Guntur

2.SriKrishnaJutemills,Eluru

3.KrishnaHessians,kothuru

"Hessians "is anothervariety which is completely export-oriented.This is

manufacturedatkothuruJutemills.

SOURCESOFRAW MATERIAL:

The originalraw -materialis broughtfrom Orissa and Calcutta and also jute

corporationofIndia.

SALES/MARKETING:

Herethe marketingisdonebythesalesdepartment.Heretheproductsaresold

throughvarioussellingagentsandapartfrom thatmajorordersforproductsarefrom

FCIthegoodsaremanufacturedaspertherequirementsofthesalesdepartment.

MATERIALS/JUTEDEPARTMENT

Thisistoproviderawmaterialstotheproductiondepartmenttheygettherawmaterial

from Bihar,NorthBengal,Assam,OrissaandBhimili(A.P).Thegetrawm aterialsby

middleman(Brokers).ThevariousqualitiesofjutematerialsareTD2,TD3,TD4,
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TD5,TD6,.AndTD7.Whichareboardlyclassifiedunderthegroups.theyare:

1.ToshaJute

2.WhiteJute

3.MeshtaJute

Intheabove juteisofhighquality.Allthetimemaximum levelof raw -

materialismaintainedinordertoinsureavailabilityofrawmaterialinallseasons.

RESEARCH&DEVELOPMENT

Inthisorganizationresearchanddevelopmentisnotgiventhatmuchimportanceasit

isnotrequiredinthisjute industries.Inthisorganisationitisbelievedthattoattract

customers,apartfrom thatthefunctionofresearchanddevelopmentarealsoseenby

thepersonneldepartment/salesdepartment.

PERSONNELDEPARTMENT

Thisplaceavitalroleintheorganisation.allfunctionsi.e,operationalandmanagerial

functionisdischargedbythisdepartment.Besides thatallstatutoryandnonstatutory

welfareprovisionsisseenbythisdepartment.
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STRUCTUREOFPERSONNELDEPARTMENT

Managingdirector

Director

PersonnelManager

Chiefwelfareofficer

WelfareOfficer. welfareofficer

Administration.

General

ClerksGratuity Clerks P.F.E.S.I

Masterside

Recruitment productionside

Preparing

Spinning promotions

Winding accidents

ProvisionsBeaming&weaving

Finishing welfareandprovisions

Jute
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FUNCTIONSOFPERSONNELDEPARTMENT:

TheprimaryobjectiveofHRM istoensurethein-availabilityofcompetentandwilling

workforcetotheorganization.thevariousofpersonneldepartmentsareperformedin

ordertorealizetheobjectivestatedabovethemainfunctionsare:

a)H.R.planning

b)Recruitmentandselection

c)Traininganddevelopment

d)Performanceappraisal

e)Employeeandexecutiveremuneration

f) Motivationandcommunication

AllothermainfunctionsofH.R.departmentareperformedasperthestandardofthe

functionsact1948.

OTHERDEPARTMENTS:

Theneedforvariousdepartmentsdependson thenatureofactivitiesinvolvedinthe

organisation.Intheorganisation,accountspurchaseandstores,EDP,jute,civiland

electricalandgeneratorsdepartments are also mainsub-operatingpillarsofthe

organizations.Thefunctionsofvariousdepartmentsare:

Account - Itpreparesallnecessaryaccountconcerntofinancesales,

purchasesetc.,

Stores -looksafterthematerialsrequiredbythevariousdepartments

EDP -providesinformationtowholeorganisation

Electrical -Itprovidespowertowholeorganisation
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MANPOWERPARTICULARS
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1.RECRUITMENT:

itistheprocesssuitablepersonsfortherightjobatrighttimeatrightplaceandto

maintainrequiredofstimulatingtheapplicantstoapplyforjob.Hereinrecruitment

processofsearchingforandobtainingapplicantsforjobsfrom amongwhentheright

peoplecanbeselected

2.RECRUITMENTPOLICY:

thepolicyofmanagementistoacquiremanpoweroftheorganization.

3.SOURCESOFMANPOWER:

in the industryvarious sources ofrecruitmentcan be classified into two brand

categories,namelyinternalandexternalsources.thetwosourcesareasfollowsthey

are:

SELECTION:

Nexttorecruitmentthelogicalstepinthehumanresourceisselectionofqualifiedand

competentpeople.selectionistheprocessofpickingindividuals(outofthepodofjob

applicants)withrequestqualificationscompetencetofilljobsintheorganization.

SELECTIONPROCEDURE:

Theselectionprocedureconsistsofaseriesofsteps.Ateachstagefactsmaybe

cometolightwhichmayleadtotherejectionoftheapplicant's.Itisaseriesof

successivehurdlesofbarriersandanapplicantmustcross.Thesehurdlesarescreens

asdesignedtoeliminateandanunqualifiedcandidateatanypointintheselection

process.Thistechniqueiscalled"SUCCESSIVEHURDLESTECHNIQUE".

Thereisnostandardselectionincreasewithlevelandresponsibilitiesoftheportionto

befilled.Thestrategyandmethodisusedselectingemployeevariousfirmtofirm and

onejobtoanotherjob.



43

Stepsinvolvedinemployeeselectormaybedescribedatunder.Theyare:

1.PreliminaryInterview

2.ApplicationBlank

3.SelectionTest

4.EmploymentInterview

5.MedicalExamination

6.Referencechecks

7.FinalApproval

SELECTIONCOMMITTEE:

Hereformallynoselectioncommitteeisconstitutedbuttheselectioncommitteeis

maintainedinformally .hereallselectionsaredonebythedirectoroftheunit.The

committeeconsistsoftoplevelmanagementmembers.Theyaremanagingdirector

anddirector.

(A)WORKERCADRE:

Theyneednothaveanyeducationalqualifications;theirselectionprocesswillbedone

ontwostages.preliminaryselectionandfinalselectionwellbeabletodothetechnical

workiftheyhaveanyexperience,theninfinalselectioniscertaindepartmentsheights,

weightarerequiredtobetested.If theyareaccordingtoprescribedmeasurementsof

heightandweight,thentheywillbeplaced.

(B)CLERICALSUPERVISORCADRE:

Firstlywhenvacancyarisespaperadvertisementisbeinggiven thenoralinterviewwill

beconductedforthepostofsupervisor.theminimum qualificationrequiredisadiploma

inmechanicalengineering.
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(C)APPRENTICE:

Inthisorganization,ITIapprenticearetherewheretheyhavetoundergothreestages.

Theyare

1.WrittenTest

2.PracticalTest

3.Oralinterview

Iftheyarepassed intheabove threestagesthentheywillbeselectedandstipendis

alsogivenasperapprenticeAct,1961.

(D)EXECUTIVESANDMANAGERIALCADRE:

Forthiscadreapplicantshavetogofortwostages.theyare

1.Writtentest

2.OralInterview

PROMOTION:

Thepromotionpolicyofthisorganisationispurelybasedontheexperience.Promotion

meansimprovementinpainprestige,positionandresponsibilitiesofanemployeewith

inhis/herorganisation.

Ex:Assistantofficercanbecomeanofficerbasingonhisperformanceexperienceand

skills.

TRANSFERS:

ATransferinvovlesachangeinthejob(accomplishedbyachangeintheplaceofthe

job)ofanemployeewithoutachangeinresponsibilityorremuneration.Whenany

criticalsituationi.e.,ifmanpowerbecomeshortageduetoanyreasonsthen Eluru

workerswilltransferredtemporarily.



45

Anotherpolicy ofthis organisation is ifboth husband and wife are having the

qualificationandhusbandisworkingin KrishnaJutemillsandwifeisworkingat

Krishnamachines,kothuruthentheywillbeshiftedtoElurumill.theorganizationis

havingsomeinstanceofthis.

PERFORMANCEAPPRAISAL:

Performanceappraisalisaformalstructuredsystem ofmeasuringandevaluatingthe

employee'sjob related behavioraland onwardsto deserverhow and anyofthe

employeeispresentlyperformingonthejobandhowtheemployeecanperform more

effectivelyinthefuture.Sothattheemployeeorganizationandsocietyallbenefit

Confidentialreportsarebeingsentbytheorganisation;periodicallythisprocesswillbe

done.Butifanysituationarisesthenthepersonaldepartmenttakestosubmitthe

confidentialreporttakenattheapprenticelevelreview arecollected.

LEAVEFACILITIES:

Theleavetothepeopleworkinginthisorganizationareasfollows

1.OFFICER:26casualleaves,10medicalleavesHalfpaymentisgivenforevery3years

itwillbelapsed.

2.SUPERVISORY,CLERICAL:26casualleaves

3.WORKERS:15Earnleaves.

EveryJanuarypaymentismade.Thisorganisationishaving11holidaysatanyear.

WELFAREPROVISION:

Welfareprovisionsaredividedintotwo.Theyare

I.Statutory

II.Non-statutoryprovisions
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i)Statutory:Statutoryfacilitiesareaccordingtothefactoriesact1948provided.

ii) Non- statuaryprovisions: Non-statutoryprovisionsarenotcompulsoryit

dependsupontheorganizationposition.

OTHERPROVISION:

Inadditiontoaboveprovisionsmarriageloansareprovidedtoworkers6monthssalary

or50%ofemployeescontributionissalarywhicheverwork.Everyworkerwhenheis

retiringhewillgetasilverthemanagementonearenamedvenkatapuram wasadopted

andorganizationisworkingforitsdevelopmentfrom 2000onwards.OnDeepawali

specialpoojawillbedonebythemanagementhandprasadamswillbedistributedto

workers.Gardenpartiesarealsoconducted.Oncein2years3pairsofdressesare

giventosweepersdrivers andattendersandtwosareesandblousesaregiventothe

femaleworkerstwopairsofuniform isgiventothesecuritymechanicalemployees

oppositetothetheKrishnajutemills,onepartismaintained.

EMPLOYEEPROVIDENT FUND:

10%ofthesalaryiscontributedbybothemployerandemployee.Inwhich8.33%goesto

pension schemeand 1.67% willbecredited in employeea/cin thenameofthe

employee.

GRATUITY:

Whenanyworkerhas5yearsofcontinuousserviceheisentitledtothegratuity.For

thatworkerhastoworkfornotlessthan240daysinanyearandforsixmonthsfornot

lessthan120days.Thecalculationgratuityofpaymentisdoneaspertheprovisionsof

thisact.

EMPLOYEESTAREINSURANCE:

Underthis,workerscanhavevariousadvantagesofbenefitsprovidedbythisactthatis

administratedbythegeneraladministrationdepartment.
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ThevariousbenefitsunderESIare:

1.Sicknessbenefit

2.Maternitybenefit

3.Dependentbenefit

4.Disablementbenefit

5.Medicalbenefit

6.Funeralbenefit

Abovesaidbenefitsareprovidedtotheworkerswhosesalaryislessthan10,000/-and

otherareexcludedfrom theaboveE.S.I.benefits.

MATERNITYBENEFITS:

AsE.S.I.Actcareofthisbenefitsonoseparateadministrationofmaternitybenefitsare

required.UnderE.S.I. Actwomenworkergetsholidayof12weeksthatis6weeks

beforeandafterconfinementdate.

WORKMENCOMPENSATION

ItiscoveredunderdisplacementbenefitsunderE.S.I.

ROLEOFWELFAREOFFICER:

Herewelfareofficerdischargesthefollowingfunctionandplaystheactorrolewhichare

a)Supervisionofsafety,healthandwelfareprograms.

b)Counselingworkersinpersonnelandfamilyproblems.

c)Advisingmanagementinmattersformulatinglabourwelfarepolicies.

d)Establishingliaisonwithworkerssothattheymayunderstandvariouslimitations

underwhichtheywork.
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e)Establishingliaisonwithmanagementsothattheylatermayappreciateworkers

viewpointtovariousmattersintheplant.

f) Establishingharmoniousrelationshipbetweenlabourandmanagement.

COMPANYPOLICY:

Companypolicyregardingabsenteeism turnoverandlatecomingistodecreasethem

bypunishment,dismissed,fineandcounseling,Fordecreasingturnovertheyimplement

daytodaynewmotivationalmeans.

Absenteeism : 5% to 8%permonth

Turnover : 10% to 15% peryear

Latecoming : 10% to 16% Permonth

ESI-EMPLOYEESSTATEINSURANCE:

 Healthproblems

 Withoutmarriage,oldparents,widowmother

 Anyhealthproblem takecareunderthisESI

 2lakhsforoperationandmedicinesareunlimited1.75%cutofthewages

 ESIdiedorretiredpersonstakethepensionspermonth2000minus3000

 Beadily:Aworkerdiedinanysituationacompanygivesthepanchanamamoney

and10%moneygivesforthemarriages.

Weareworkinginacompanyatthetimecompanygivesthepersonalloansand

homeloans.

TIMEOFFICEMANAGEMENT

Administration ofAttendance :Each ofthe departmentmaintains separate
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attendanceregisterswhichconsistsofworkernameage,shifttimingsand these

registersaresubmittedtothepersonneldepartmentforrecordingofthedatainto

reviewreportofeveryemployeewhichactsastheperformanceappraisallater.

HOURSOFWORK:

Accordingtothefactoriesact1948,theminimum workinghoursaremaintainedasper

theprovisionsofthisactthateighthoursperdayanduphoursinaweek.Hereproblem

ofspreadoverandoverlappingisnotthere andworkinghoursareframedas perthe

convenienceoftheworkers

COMMUNICATIONMEDIA:

Therehaveavarietyofcommunicationmediawhichareofmanualandtechnical.The

commonmediatorsbetweenlabour-managementcommunicationaretradeunion,

personaldepartmentandvariouscommittees. besidesthat technicalchannelsof

communicationare:

 Telephones

 Eachdepartmentisconnectedthroughtelephoneconnections.

 Localareanetwork
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CHAPTER-4

THEORETICALFRAMEWORK
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INTRODUCTION

Inanyorganizationperformanceappraisalplaysavitalroleindevelopingtheskillsof

theemployees.Itisasystematicevaluationofsubordinatesbytheirsuperiorsoftheir

performance.Generally,the superiors,wish to know the performance oftheir

subordinates.ontheotherhand,theemployeesliketoknow theirpositionsinthe

organization.

Performanceappraisalofthegroups,theindividualsandorganizationshasbecomea

common practice in allsocieties.itcan be a structured form orunstructured.this

appraisingofperformancehelpsonetoknow whereandhow anindividualorgroups

areperformingthework.

MeaningofperformanceAppraisal

Performance appraisals are a regularreview ofemployee performance with in

organizations.

Generallytheaimsofaschemeare:

 Givefeedbackonperformancetoemployees.

 Identifyemployeetrainingneeds.

 Documentcriteriausedtoallocateorganization'srewards.

 From abasisforpersonneldecisions:Salaryincreases,promotions,disciplinary

actions,etc

 Providetheopportunityfororganizationaldiagnosisanddevelopment

 Facilitatecommunicationbetweenemployeeandadministrator.

 Validateselectiontechniquesandhumanresourcepoliciestomeetfederalequal

employmentopportunityrequirements.

Acommonapproach toassessingperformanceistouseanumericalorscalarrating
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system.Wherebymanagersareaskedtoscoreanindividualagainstanumberof

objectives/attributes.Employeesarealsoallowedthetheopportunitytoassessthe

person(manager)atthesametime.Thisisknownas360degreeappraisal.

DEFINITIONS

Performanceappraisalisasystematicandobjectivewayofevaluatinganemployee's

Performanceintermsofhisjobrequirements.

Performanceappraisalistheprocessofevaluatingtheperformanceandqualifications

oftheemployees,intermsoftherequirementsofthejobforpurposesofadministration

includingplacements,selectionforpromotion,providingfinancialrewardsandother

actionswhich require:differentialtreatmentamong themembersofagroup as

distinguishedfrom actionsaffectingallmembersequally.

OBJECTIVESOFPERFORMANCEAPPRAISAL.

Performanceappraisalhasanumberofspecificobjectives.Thesearegivenbelow:

a)Toreviewpastperformance.

b)Toassesstrainingneeds.

c)Tohelpdevelopindividuals.

d)Toaudittheskillswithinanorganization's.

e)Tosettargetsforfutureperformance.

f) Toidentifypotentialforpromotion.

Some employees maybelieve thatPerformance appraisalis simplyused bythe

organizationtoapportionblameandtoprovideabasisfordisciplinaryaction.Theysee

itasastickthatmanagementhasintroducedwithwhichtobeatpeople.Undersuch

situationsawellthoughtoutperformanceappraisalisdoomedtofailure.Evenifthe

morepositiveobjectivesarebuiltintothesystem,problemsmaystillarisebecausethey
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maynotallbeachievableandtheymaycauseconflict.Forexample,anappraiseisless

likelytobeopenaboutanyshortcomingsinpastperformanceduringaprocessthe

affectspayorpromotionprospects,orwhichmightbeperceivedasleadingdisciplinary

action.itis therefore importantthatPerformance appraisalshould has specific

objective.Notonlyshouldtheobjectivesbeclearbutalsotheyshouldform ofthe

organizationswholestrategy.Thusincorporatingobjectivesintotheappraisalsystem

mayhighlightareasforimprovement,newdirectionsandopportunities.

performanceAppraisalProcess:

1)Theappraisalprocessbeginswiththeestablishmentofperformance

standards:Theseshouldhaveevolvedoutofjobanalysisandthejobdescription.This

performancestandardsshouldalsobeclearandobjectiveenoughtobeunderstandand

measuretoooften,thesestandardsarearticulatedinsomesuchphraseas"afullday's

workor"agoodjob".Vaguephrasestellusnothing.Theexpectationsamanagerhas

intermsofworkperformancebythesubordinatesmustbeclearenoughintheirminds

sothatthemanagerswould beabletoatsomelaterdate,tocommunicatethis

expectations to theirsubordinates and appraise theirperformance againstthese

previouslyestablishedstandards.

2) Performance standards are established, it is necessary to

communicatetheseexpectations:itshouldnotbepartoftheemployeesjobto

guesswhatisexpectedtothem.Unfortunately,toomanyjobshavevagueperformance

standards.Theproblemsiscompoundedwhenthesestandardsarenotcommunicated

totheemployees.Itisimportanttonotethatcommunicationisatwo-waystreet.

Mere transference ofimportantfrom the managerto the subordinate regarding

expectations is no communication.communication only takes place when the

transferenceofinformationhastakenplaceand hasbeenreceivedandunderstoodby

subordinateThereforefeedbackisnecessary.Hencetheinformationcommunicated

bythemanagerhasbeenreceivedandunderstoodinthewayitwasintented.

3)Theappraisalprocessismeasurementofperformance :Todetermine
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whatactualperformanceis,itisnecessarytoacquiretheinformationaboutitwe

shouldbeconcernedwithhowwemeasureandwhatwemeasure

Fourcommonsourcesofinformationarefrequentlyused bymanagerstomeasure

actualperformance .personalobservation,statisticalreports,oralreportsandwritten

reports .Eachhasitsstrengthsandweaknesses.,However,acombinationoofthem

increases boththenumberofinputsourcesandtheprobabilityofreceivingreliable

information.

Whatwemeasureisprobablymorecriticaltotheevaluationprocessthan how we

measure .Theselectionofthewrongcriteriacanresultinseriousdysfunctional

consequences.Whatwemeasuredetermines,toagreatextent,whatpeopleina

organizationwillattendExcelat.Thecriteriawechoosetomeasuremustberepresent

performanceasstatedinthefirsttwostepsoftheappraisalprocess.

4)Thefourthstepintheappraisalprocessisthecomparisonofactual

performancewithstandards:Theattemptinthisstepisto notedeviations

betweenstandardperformanceandactualperformance.oneofthemostchallenging

tasksandfacingmanagersistopresentanaccurateappraisaltothesubordinateand

thenhavethesubordinateacceptappraisalinaconstructivemanner.theimpression

thatsubordinates receiveabouttheirassessmenthasastrongimpactontheirself

esteem and,veryimportant,onthesubsequentperformance.Ofcourse,conveying

goodnewsisconsiderablylessdifficultthanconveyingthebadnewsthatperformance

hasbeenbelowexpectations.Thus,thediscussionoftheappraisalcanhavenegative

aswellaspositivemotivationalconsequences.

5)Theappraisalistheinitiation ofcorrectiveaction:when necessary

correctiveactioncanbeoftwotypes;oneisimmediateanddealspredominantlywith

symptoms.The Otherisbasicanddelvesintocauses.Immediatecorrectiveactionis

oftendescribedas"puttingoutfires",whereasbasiccorrectiveactionsgetstothe

sourceofdeviationandseekstoadjustthedifferencespermanently.immediateaction

correctssomethingrightnowandgetsthingsbacktoback.Basicactionaskshowand
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whyperformancedeviated.Insomeinstances,managersmayrationalize thattheydo

nothavethetimetotakebasiccorrectiveactionandthereforemustbecontentto

perpetuallyputoutfires."

BenefitsofperformanceAppraisal

The benefits ofan effective appraisalscheme can be Summed up underthree

categories.Thesearefortheorganization,forappraiserandforappraisee.

1)Fortireorganization:Followingbenefitswouldaccruetotheorganization.

a)Improved performance throughout the organization due to more effective

communication ofthe organisation's objectives and values,increased sense of

cohesivenessandloyaltyandimprovedrelationshipsbetweenmanagerandstaff.

b)Improvementinthetasksperformedbyeachmemberofthestaff.

c)Identificationofideasforimprovement.

d)Expectationsandlong-term plantscanbedeveloped

e)Traininganddevelopmentneedscanbeidentifiedmoreclearly.

f)Acultureofcontinuousimprovementandsuccesscanbecreatedandmaintained.

g)People with potentialcan be identified and careerdevelopmentplans can be

formulatedforfuturestaffrequirements.

2)Fortheappraiser:thefollowingbenefitswouldaccruetotheappraiser:

a)Theopportunitytodevelopandoverviewofindividualjobsanddepartments.

b)Identificationofideasforimprovements.

c)Theopportunityto linkteam and individualobjectivesand targetswiththe

departmentalandorganisationalobjectives.

d)Theopportunitytoclarifyexpectationsofthecontributionthemanagersexpects
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form teamsandindividuals.

e)Theopportunitytore-prioritizetargets.

f) A meansofformingamoreproductiverelationshipwithstaffbasedonmutual

trustandunderstanding.

3)Fortheappraisee:Fortheappraiseethefollowingbenefitswouldaccrue:

a)Increasedmotivation.

b)Increasedjobsatisfaction.

c)Increasedsenseofpersonalvalue.

PerformanceAppraisalMethods.

This section looks athome managementcan actually established performance

standardsand deviseinstrumentsthatcan beused to measureand appraisean

employee's performance.A numberofmethods are now available to assess the

performanceoftheemployees.

1.CriticalIncidentMethod:

Criticalincidentappraisalfocuses the rater's attention on those criticalorkey

behavioursthatmakethedifferencebetweendoingajob effectivelyanddoing it

ineffectively.Whattheappraiserdoesiswritedownlittleanecdotesthatdescribewhat

theemployeedid thatwasespeciallyeffectiveorineffective.in thisapproach to

appraisal,specific behaviours are cited notvaguely defined personality traits.A

Behaviourallybasedappraisalsuchasthisshouldbemorevalidthantrait-based

appraisalsbecauseitisclearlymorejobrelated.itisonethingtosaythattrait-based

appraisalsbecauseitisclearlymorejobrelated.itisonethingtosaythatanemployee

is"aggressiveorimaginative"orrelaxed"butthatdoesnottellanything abouthow

welltheJobisbeingdone.Criticalincidents,withtheirfocusonbehaviors,judge

performanceratherthanpersonalities.Additionally,alistofcriticalincidentsonagiven
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employeesprovidesarich setofexamplesfrom whichtheemployeecanbeshown

whichofhisorherbehavioursaredesirableandwhichonescallforimprovement.This

methodsuffersfrom followingtwodrawbacks

.a)supervisors arereluctanttowritethesereportsonadailyoreven weeklybasisfor

alloftheirsubordinatesasitistimeconsumingandburdensomeforthem

.b)criticalincidents do notlend themselves to quantification .Therefore the

comparisonandrankingofsubordinatesisdifficult.

2)checklist

Inthechecklisttheevaluatorusesabitofbehaviourdescriptionsandchecksofthose

behaviourthatapplytotheemployee.TheEvaluatornearlygoesdownthelistandgives

"yes"or"no"responses.Oncethechecklistiscomplete,itisusuallyevaluatedbythe

staff ofpersonneldepartment,nottherater himselfstoptherefortheraterdoes

actuallyevaluate theemployeesperformance;he/shemerelyrecordsit.Ananalysisin

thepersonneldepartment thenscores thechecklist.Oftenweightingthefactorsin

relationshiptotheirimportance.Thefinalevaluationcanthenbereturnedtodiscussion

withthesubordinate,orsomeonefrom thepersonneldepartmentcanbeprovidethe

feedbacktothesubordinate.

3)GraphicRatingscale

oneoftheoldestandmostpopularmethodsofappraisalisthegraphicratingscale.

Theyareusedtoaccessfactorssuchasquantityandqualityofwork.Jobknowledge,

corporation,loyalty,dependability,attendance.Honesty,integrity,attitudesandinitiative

etc.However,thismethodismostvalidwhenabstracttraits likeloyaltyorintegrityare

avoidedunlesstheycanbedefinedinmorespecificbehavioraltermstheaccessors

goesdownthelistoffactorsandnotesthatpointalongthescaleorContinuum thatlist

offactorsandnotesthatpointalongthescaleorContinuum thatbestdescribesthe

employee.TherearetypicallyfivetotenpointsontheContinuum .inthedesignofthe

graphicscale,thechallengeistoensurethatboththefactorsevaluatedandthescale
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pointsareclearlyunderstood and unambiguousto therater.should andambiguity

occur,biasisintroduced.Followingaresomeoftheadvantagesofthismethod:

a)Theyarelesstime-consumingtodevelopandadminister.

b)Theypermitquantitativeanalysis.

c)Thereisgreaterstandardizationofitemssocomparabilitywithotherindividualsin

diversejobcategoriesispossible.

4)Forcedchoicemethod

thefirstchoiceappraisalisaspecialtypeofchecklist,buttheraterhastochoose

betweentwoormorestatements,allofwhichmaybefavourable orunfavorable.The

appraisers job is to identify which statementis most(orin some cases least

)descriptiveoftheindividualbeingevaluated.Toreducebias,therightanswersarenot

knowntotherater.someoneinthepersonaldepartmentscoursestheanswersbased

onthekey.thiskeyshouldbevalidatedsomanagementisinapositiontosaythat

individuals with the higherscores are better-performing employees.The major

advantagesoftheforcedchoicemethodare:

a) sincetheappraiserdoesnotknowthe,"right"answers,itreducesbias.

b)Itlooksatoverallperformance.

c)Itisbasedonthebehaviouroftheemployees.

5)BehaviorallyAnchoredRatingScales

Thesescalescombinemajorelementsfrom thecriticalincidentandgraphicrating

scale approaches.The appraiserrates the employees based on the items along

Continuum,butthepointsareexamplesofactualbehaviouronthegivenjobratherthan

generaldescriptions ortraits.BehaviorallyAnchoredrating scales specifydefinite.

Observableandmeasurablejobbehaviour.Examplesofjobrelatedbehaviourand
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performance dimensions are generated by asking participants to give specific

illustration on effective and ineffective behaviourregarding each performance

Dimensions.These behavioralexamples are then retranslated into appropriate

performancedimensions.Thosethataresortedintothedimensionsforwhichthey

weregeneratedareretained.thefinalgroupofbehaviourinincidentsarethennumerical

scaledtoalevelofperformancethateachisperceivedtorepresent.theincidentsthat

areretranslatedandhavehigherrateragreementontheperformanceeffectivenessare

retainedforuseasanchorsontheperformancedimension .theresultsoftheabove

processesarethebehavioraldescriptions,suchasanticipates,plans,executes,solves

immediateproblems,carriesoutorders,andhandlesemergencysituations.

Thismethodhasfollowingadvantages:

a) Itdoestendtoreduceratingerrors.

b)Itassessesbehaviorovertraits.

itclarifies to both the employee and rater which be behaviourconnote good

performanceandwhichconnotbad.

6)GroupOrderRanking

The group orderranking requestevaluatorto place employees into a particular

classifications,suchas"topone-fifth"or"secondone-fifth".Evaluatorsareaskedto

ranktheemployeesinthetop5percent.Thenext5 percentsoifaraterhastwenty

subordinates,onlyfour canbeinthetopfifthand,ofcourse,fourmustalsobe

relegatedtothebottom fifth.Theadvantageofthismethodisthatitpreventraters

from inflatingtheirevaluationssoeveryonelooksgoodorfrom homogenizingthe

evaluationsforeveryoneisratedneartheaverageoutcomethatareusualwiththe

graphicratingscale.ithasfollowingdisadvantages:

a)Itisnotgoodifthenumberofemployeesbeingcomparedissmall.Atthe

extreme,iftheevaluatorislookingatonlyfouremployees,itisverypossiblethat

theymayalltheexcellent,attheevaluatormaybeforcedtorankthem intothe
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topquarter,secondquarter,thirdquarterandlowerquarter.

b)Anotherdisadvantage,whichplaguesallrelativemeasures,isthe"zero-slim

game".Consideration.Thismeans,anychangemustadduptozeroForexample,

iftherearetwelveemployeesinadepartmentperformingatdifferentlevelsof

effectiveness,bydefinition,threeareinthetopicwater,threeinthesecond

quarterandsoforth.Thesix-bestemployee,forinstance,wouldbeinthesecond

quartile,Ironically,iftwooftheworkersinthethirdandfourthquartilesleavethe

departmentandarenotreplaced,thenoursixthbestemployeenow itilltothe

thirdquarter.

Becausecomparisonorrelative,andemployeewhoismediocre mayscorehigh onlybecause

heorsheisthe"bestofthewrost"similarly,andexcellentperformerwhoismatchthem against

"stiff"competitionmaybeevaluatedpoorly,whenisabsolutetermshisorherperformanceis

outstanding.

7)IndividualRanking

Theindividualrankingmethodrequestevaluatormerelytolistalltheemployeesinan

orderfrom highesttolowest.onlyonecanbethe"best".FifthEvaluatorisrequiredto

apprisethirtyindividualsrankingmethodcarries thesamepulsesandmisusesasa

grouporderranking.

8)Pairedcomparison

the paired comparison method is calculated by taking the totaloff[n(n-1)]1/2

comparisons.Ascoreis obtainedforeach employeebysillplycountingthenumber

pairsin which theindividualisthepreferredmember.itrankseachindividualin

relationship to allothers on a on a-one-an-one basis.iften people are being

evaluated.thefirstpersoniscompared,witheachoftheothernine,andthenumberof

itemsthispersonispreferredinanyoftheninepiesistabulated.Eachoftheremaining

ninepersonsinturniscomparedinthesamewayandarankingisevolvedbythe

greatestnumberofpreffered"victories".Thismethodensuresthateachemployeeis
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comparedagainsteveryother,butthemethodcanbebecomeunwidelywhenlarge

numbersofemployeesarebeingcompared.

9)Managementbyobjectives

Managementbyobjectives(MBO)isaprocessthatconvertsorganisationalobjectives

intoindividualobjectives.Itcanbethoughtofasaconsistingoffoursteps:goalsetting,

actionplanning,self-control,andperiodicreviews.

a)ingoalsetting,theorganisationsoverallobjectivesareusedasaguidelinesfrom

whichdepartmentalandindividualobjectivesareset.Attheindividualevel.the

managerandsubordinatejointlyidentifythosegoals thatarecriticalforthe

subordinateinordertofulfilltherequirementsofthejobasdeterminedinthejob

analysis .thesegoalsareagreeduponandthenbecomethestandardsbythe

whichtheemployeesresultswillbeevaluated

b)In action planning,the meanns are determined forachieving the ends

establishedingoalsetting.Thatisrealisticplans aredevelopedtoattendthe

objectives.Thisstepincludesidentifyingtheactivitiesnecessarytoaccomplish

theobjective.Establishingthecriticalrelationshipsbetweentheseactivities,

estimatingthetimerequirementforeachactivity,anddeterminingtheresources

requiredtocompleteeachactivity.

c)Selfcontrolreferstothesystematicmonitoringandmeasuringofperformance.

Ideally,byhavingtheindividualreview hisorherownperformance.TheMBO

philosophyisbuiltontheassumptionthatindividualscanberesponsible.Can

exerciseself-directionanddonotrequiredtheexternalcontrolsandthreatsof

punishments.

d)finally,with periodic progress reviews,corrective action is initiated when

behaviourdeviatefrom thestandardsestablishedinthegoalsettingphase.

Again consistentwithMBOphilosophy,Deshmanagersubordinatereviewsare

conductedinaconstructiveratherthan punitivemanner.reviewsarenotmeant
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todegradetheindividualsbuttoaidinfutureperformance.thisreview should

takeplaceatleasttwoorthreetimesinayear

FollowingaretheadvantagesofMBO

 itisresultoriented itassisttheplanningandcontrolfunctionsandprovides

motivation.

 Employeesknow exactlywhatisexpected ofthen ,and how theywillbe

evaluated.

 employeeshaveagreatercommitmenttoobjectivesthattheyhaveparticipated

indevelopingthantothoseandunliterallysetbytheirbosses.

10)360degreeAppraisal

The360degreefeedbackprocessinvolvescollectingperceptionsaboutaperson's

behaviourandtheimpactofthatbehaviourfrom thepersonsbossorbossesdirect

reports,colleagues,fellow members of project teams,internal ad external

customers,andothernamesfor360degreefeedbackare mult-iraterfeedback,multi-

sourcefeedback,fullcircleappraisal,andgroupperformancereview .360degree

feedbackisamethodandatoolthatprovideseachemployeetheopportunitytoreceive

performancefeedbackfrom hisorhersupervisorandfourtoeightpeers,subordinates

andcustomers.360degreefeedbackallowseachindividualtounderstandhow his

effectivenessasanemployee,co-worker,orstaffmemberisviewedbyothers.themost

effectiveprocessesprovidefeedbackthatisbasedonbehaviourthatotheremployees

cansee.Thefeedbackprovidesinsightabouttheskillsandbehaviourdesiredinthe

organisationtoaccomplishthemission,vision,goalsandvalues.Thefeedbackisfirmly

plantedinbehavioursneededtoexceedcustomerexpectations.

Peoplewhoarechosenasratersareusuallythosethatinteractroutinelywiththe

personreceivingfeedback.Thepurposeofthefeedbackisto:

Assisteachindividualtounderstandhisorherstrengthsandweaknesses.
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Contributeinsightsintoaspectsofhisorherworkneedingprofessionaldevelopment.

Followingaresomeofthemajorconsiderationinusing360degreefeedback.

Thesearebasicallyconcernedwithhowto:

a)Selectthefeedbacktoolandprocess.

b)Selecttheraters.

c)Reviewthefeedbackand

d)Manage and integrate the process into a largerperformance management

system.

Featuresof360degreeappraisal

Organization's thatare using with 360 degree componentoftheirperformance

managementsystemsidentifyfollowingpostivefeaturesoftheprocess.Thesefeatures

willmanifestthemselvesinwell-managed,well-integrated360degreeprocess.

a)ImprovedFeedbackFrom MoreSources: Provideswell-roundedfeedbackfrom

peers,repollingstaff,co-workersandsupervisors.Thiscanbeadefiniteimprovement

overfeedbackfrom asingleindividual.360feedbackcanalsosavemanagerstimein

thattheycanspendlessenergyprovidingfeedbackasmorepeopleparticipateinthe

process.co-workerperceptionisimportantandtheprocesshelpspeopleunderstand

howotheremployeesveiwtheirwork.

b)Team Development: Helps team members learn to work more effectively

together.Team membersknow moreabouthow othermembersareperformingthan

theirsupervisor.multiraterfeedbackmakesteam membersmoreaccountabletoeach

otheras

theysharetheknowledgethattheywillprovideinputoneachmember'sperformance.A

well-plannedprocesscanimprovecommunicationandteam development
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c)PersonalandorganizationalperformanceDevelopment:360degreefeedbackisone

ofthebestmethodsforunderstandingpersonalandorganizationaldevelopmental

needs.

d)ResponsibilityforCareerDevelopment:Formanyreasons,organization'sperseare

nolongerresponsiblefordevelopingthecareersoftheemployees.Multiraterfeedback

canprovideexcellentinformationtoindividualsaboutwhattheyneedtodotoenhance

theircareer.Additionally,manyemployeesfeel360degreefeedbackismoreaccurate,

morereflectiveoftheirperformance,andmorevalidatingthanfeedbackfrom the

supervisoralong.Thismakestheinformationmoreusefulforbothcarrerandpersonal

development.

e)ReducedDiscriminationRisk:whenfeedbackcomesfrom anumberofindividuals

invariousjobfunctions,basiesbecauseofvaryingreasonsareduced.Thejudgemental

errorsofthesupervisorsareeliminatedasthefeedbackcomesfrom varioussources

f)ImprovedCustomerServices:feedbackprocessinvolvestheinternalorexternal

customer.Eachpersonreceivesvaluablefeedbackaboutthequalityofhisproductor

service.thisfeedbackshouldbeenabletheindividualtoimprovethequality,reliability,

promptness,andcomprehensiveoftheseproductsandservicestohis/hercustomers.

g)Training Needs Assessment: multirater feedback provides comprehensive

informationaboutorganizationtrainingneedsandthushelpsinmountingrelevant

trainingprogrammes.Sachprogrammesaddvaluetothecontributionmadebythe

individualemployee.

Benefitsof360degreeAppraisal

Following benefits of360 degree appraisalaccute to the individual,team and

organization
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ToTheIndividual:

a)Thisprocesshelpsindividualstounderstandhowothersperceivethem

b)Itcoversblindspots

c)Itprovidesfeedbackthatisessentialforlearning

d)Individualscanbettermanagetheirownperformanceandcareers

e)Quantifiabledataonsoftskillsismadeavailable

ToTheTeam :

a)Increasecommunicationbetweenteam members

b)itgenerateshigherlevelsoftrustand bettercommunication asindividuals

identifythecausesofbreakdowns

c)Itcreatesbetterteam environmentaspeoplediscoverhow totreatothersand

howtheywanttobetreated

d)itsupportsteam workbyinvolvingteam membersinthedevelopmentprocess

e)Itincreasedteam effectiveness

ToTheOrganization:

a)Itreinforcescorporatecultureandopennessandtrust

b)itprovidesbetteropportunitiesforcareerdevelopmentforemployees

c)Employeesgetgrowthandpromotionalopportunities

d)itimprovescustomerservicebyhavingcustomerscontributetoevaluation

itfacilitatestheconductofrelevanttrainingprogrammes.
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OtherFormsofPerformanceAppraisal

PerformanceManagementOutSourcing:

Humanresourcebusinessprocessoutsourcing(HRBPO)isamajorcomponentofthe

worldwideBPOmarket.Humanresourceoutsourcingreferstotheprocessinwhichan

organizationusestheexpertserviceofathirdparty(generallyprofessionalconsultants)

to take care ofits HR functions while HR managementcan focus on strategic

dimension of their function .outsourcing HR functions helps .performance

managementoutsourcing involves allthe performance monitoring,measurement,

managementbeingoutsourcedfrom athirdpartyoranexternalorganization.

performancemanagementoutsourcingincludesthefollowingcomponents.

 Performanceappraisalsystem

 Goalsettingandtheactionplanstobefollowed

 Developingforms,policiesandprinciples,andprocedures

 Standardortoolstomeasureperformance

 Definingkeyperformanceindicators

 Traininganddevelopmentofmanagers/appraisers.

 Employeeperformancemonitoringandfeedbackmanagement

 Incentiveandbenefitsplanningandadministration

 Feedbackintegration(trainingandoperationalinterventions)

 Serverance,Attritionandexitadministration

 Implementingthecompletesystem intheorganization

 Talentmanagementandsuccessionplanning
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outsourcinggives customisedsolutionsandperformancemanagementoutsourcing

helpstodesignor re-enginnertheHR processwiththeoptimialutilizationofthe

resources.Apartfrom costreduction,technologicalbenefitsand the knowledge ,

outsourcingalsoleadstovaluecreation,operationalflexibilityacompetitiveadvantage.

Performancemanagementoutsourcingdoesnotprovidemuchcostreductionbutitis

highqualityandquantityintermsofimprovedperformanceandhigherproduction.

AdvantagesofperformanceManagementOutsourcing

HRoutsourcinghelpstheHRprofessionaloftheorganisationstoconcentrateofthe

strategicfunctionsandtheprocessofthehumanresourcemanagementratherthan

wastingtheirefforts,timeandmoneyontheroutinework.Themajoradvantagesofthe

outsourcingperformancemanagementare:

Outsourcing is beneficialforboth the corporate organizations thatuse the the

outsourcing servicesaswellastheconsultanciesthatprovidetheserviceto the

corporate.Apartfrom increasing the revenues,outsourcing provides business

opportunitiestotheirserviceprovidersenhancingtheskillsetoftheserviceprovider

andexposuretothedifferentcorporateexperiencestherebyincreasingthatexpertise.
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CHAPTER -5

DataAnalysisAndInterpretations
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1.Whatisthe mainobjectiveofperformanceappraisalinyourorganization?

(a)Promotion (b)AssessingTrainingandDevelopmentneeds(c)PayRise(d)Others

S.No Particulars NoofRespondents percentageofRespondents

1 Promotion 25 31

2 Assessing training

and development

needs

4o 50

3 Payrise 11 14

4 Other 4 5

5 total 80 100

Interpretation :

From theabovetable25%ofemployeesaresayingthatpromotionsaremainobjective

ofperformanceappraisalintheirorganization.And40%ofemployeesaresayingthat

assessing training and developmentneeds are main objective ofperformance

appraisalintheirorganization
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2.Whenperformance appraisalismadeintheorganization?

(a)Monthly (b)Quarterly(c)Halfyearly (d)Yearly

S.No Particulars NoofRespondents percentageofRespondents

1 monthly 59 74

2 quarterly 17 21

3 halfyearly 4 5

4 yearly 0 0

5 total 80 100

Interpretation:

From theabovetable 59% ofemployeesaresaying that monthlyperformance

appraisalismadeintheorganization and17% quarterlyperformance appraisalis

made intheorganization and4%halfyearlyperformance appraisalismade inthe

organization
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3.Whichmethodofperformanceappraisalimplementedintheorganization?

(a)Traditionalmethod(b)Modernmethod (c)Both.

S.No Particulars No of

Respondents

percentageofRespondents

1 traditionalmethod 43 54

2 modernmethod 17 21

3 both 20 25

4 total 80 100

Interpretation : From theabovetable43% ofemployeesaresayingthattraditional

method of performance appraisalimplemented in the organization and17% of

employeesaresayingthatmodernmethodofperformanceappraisalimplementedin

theorganizationand20% ofsayingthatemployeesbothmethodsofperformance

appraisalimplementedintheorganization.
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4.whichoneofthefollowingmethodscanbeusedunderthetraditionalmethod?

(a)Ranking Method (b)Grading Method (c)CheckListMethod (d)GraphicScale

Method

Interpretation:

From theabovetable12% ofemployeesaresayingthatgradingmethodis usedin

organizationand 46% ofemployeessayingthatchecklistmethod isusedinthe

organizationand22% ofemployeessayingthatgraphicscale methodisusedin

organization.

S.No Particulars No of

Respondents

percentage of

Respondents

1 Rankingmethod 0 0

2 Gradingmethod 12 15

3 Checklistmethod 46 58

4 Graphicscalemethod 22 27

5 Total 80 100
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5.Whichoneofthefollowingmethodscanbeusedunderthemodernmethod?

(a)Managementofobjectives (b)360 degree feedback (c)Assessmentcentre

method (d)Behaviorallyanchoredratingscales (e)Psychologicalappraisal

Interpretation: From theabovetableand54%ofemployeesaresayingthat360

degreefeedbackmethodisusedintheorganizationand 17% ofemployees

sayingthatmanagementofobjectivesareusedintheorganization.

S.No Particulars NoofRespondents percentageofRespondents

1 management of

objectives

17 21

2 360degreefeedback 54 67

3 assessment center

method

3 4

4 behaviorally anchored

ratingscales

6 8

5 psychological

appraisal

0 0

6 Total 80 100
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6.Onwhatbasisperformanceappraisalismade?

(a)Totaloutput

(b)Behaviouralefficiency

(c)Both

Interpretation:From abovetableobserve47%ofemployeesaresayingthattotaloutput

on the basis ofperformance appraisalis made in the organization and 12% of

employeesaresayingthatbehaviorefficiencyonthebasisofperformanceappraisalis

madeintheorganizationand21%ofemployeesaresayingthatbothonthebasisof

performanceappraisalismadetheorganization

S.No Particulars NoofRespondents percentageofRespondents

1 Totaloutput 47 59

2 Behavioralefficiency 12 15

3 Both 21 26

4 Total 80 100
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7.Inyouropinionperformanceappraisalis?

(a)Evaluationofemployees(b)Promotionofemployees

(c)Jobsatisfactionofemployees (d)Motivation

Interpretation:From theabovetableweobserve15% ofemployeesaresayingthat

evaluationofemployeesofperformanceappraisaland34% ofemployeesaresaying

that promotionofemployeesofperformanceappraisaland27% ofemployeesare

sayingthatmotivationemployeesintheperformanceappraisal

S.No Particulars NoofRespondents percentageofRespondents

1 Evaluation of

employees

15 19

2 Promotion of

employees

34 42

3 job satisfaction of

employees

4 5

4 motivation 27 34

5 total 80 100
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8.Areyousatisfiedwiththeappraisalprocessintheorganization?

(A)Yes (B)No ( )

Ifyestowhatextend

(A)StronglyAgree(B)Agree(C)Neitheragreenordisagree (D)Disagree

(E))Stronglydisagree ( )

Interpretation:From abovetableweobserve53%ofemployeesaresayingthatagrees

areyousatisfiedwiththeappraisalprocessoftheorganizationand 14%ofemployees

aresayingthatPartiallydisagree areyousatisfiedwiththeappraisalprocessofthe

organization.

S.No Particulars NoofRespondents percentage of

Respondents

1 Stronglyagree 53 66

2 Agree 9 11

3 Neither agree and

disagree

0 0

4 Disagree 14 18

5 Stronglyagree 4 5

6 Total 80 100
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9.Whileanychangeariseappraisingtheperformanceofemployees?

(A)Yes (B)No

Interpretation :

From theabovettableweobserve59%ofemployeesaresayingthatchange arisefrom the

performanceoftheemployeesand 21%ofemployeessayingthatnegativechangearisefrom

theperformanceoftheemployees.

S.No Particulars No of

Respondents

percentageofRespondents

1 Yes 59 74

2 No 21 26

3 Total 80 100
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10.Doyouthinkperformanceappraisalhelpspeoplesetandachievemeaningfulgoals?

(A)Yes (B)No

Interpretation :

From abovetableweobservedthat66% aresayingthatperformanceappraisal

helpspeoplesetandachievemeaningfulgoals.

S.No Particulars NoofRespondents percentageofRespondents

1 Yes 66 82

2 No 14 18

3 Total 80 100
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11.Do you feelperformance appraisalprocess is sufficientin appraising the

performanceofemployees?

(A)StronglyAgree(B)Agree (C)Neitheragreenordisagree

(D)Disagree(E)Stronglydisagree

Interpretation : From abovetableweobserve43% ofemployeesaresayingthat

neitheragreeordisagreeperformanceappraisalprocessissufficientinaappraisingof

theperformanceofemployeesand22%ofemployeesaresayingthatstronglydisagree

performanceappraisalprocessissufficientinaappraisingoftheperformanceof

employees.

S.No Particulars No of

Respondents

percentageofRespondents

1 StronglyAgree 11 14

2 Agree 4 5

3 Neither agree and

disagree

43 54

4 Disagree 22 27

5 Stronglydisagree 0 0

6 Total 80 100
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12.Doyoureceiveanyincrementinyoursalaryafterperformanceappraisal?

(A)Yes (B)No

Interpretation:

From theabovetable74% ofemployeesthatsayingthat incrementofsalary

afterperformanceappraisal.

S.No Particulars NoofRespondents percentageofRespondents

1 yes 74 93

2 no 6 7

3 Total 80 100
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13.Aftercompletingtheperformanceappraisaldoesthecompanyisproviding

Traininganddevelopmentprogramstotheemployees?

(A)Yes (B)No

Interpretation:

From the above table we can observe 70% ofemployees saying thatyes after

complishingtheperformanceappraisalthatthecompanyisprovidingtrainingand

developmentprogrammestotheemployees.

S.No Particulars No of

Respondents

percentageofRespondents

1 Yes 70 87

2 No 10 13

3 Total 80 100
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14.Whichtypeoferrorsisoccursinperformanceappraisal?

(a)Leniency(b)Centraltendency(c)Haloeffect

(d)Stereotyping (e)Noneoftheabove

Interpretation :

From theabovetablewecanobserve 80% ofemployeesarearesayingthathello

effectisoccursinperformanceappraisal.

S.No Particulars No of

Respondents

percentageofRespondents

1 Leniency 0 0

2 Centraltendency 0 0

3 Haloeffect 80 100

4 Stereotyping 0 0

5 Noneoftheabove 0 0

6 Total 80 100
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15.Doestheperformanceappraisalhelpstowincooperationandteam work?

(A)Stronglyagree(B)Agree (C)Neitheragreenordisagree

(D)Disagree.(E)Stronglydisagree

Interpretation:From theabovetableswecanobservefrom theabovetablewecan

observe 27% ofemployeesagrees thatthe performance appraisalhelps to win

cooperationandteam workand 29% ofemployeesareneitheragreeordisagreedata

performanceappraisalhelpstowincorporationandteam work.

S.No Particulars No of

Respondents

percentageofRespondents

1 StronglyAgree 27 34

2 Agree 15 19

3 Neitheragree and

disagree

29 36

4 Disagree 9 11

5 Stronglydisagree 0 0

6 Total 80 100
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CHAPTER -6

FindingsandSuggestions

Conclusion
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Findings

Afteranalysisofthedatawhichwascollectedthroughquestionnaire from the

respondentsthestudyresulted withthesum ofthefindingsthatareexplained

asfollows.

 52%ofemployeesaresayingthattraditionalmethodofperformanceappraisal

implementedintheorganization

 59%ofemployeesaresayingthatmonthlyperformance appraisalismade in

theorganization

 40% of employeesaresayingthatassessingtraininganddevelopmentneeds

aremainobjectiveofperformanceappraisalintheirorganization

 70%ofemployeessayingthatyesaftercomplishingtheperformanceappraisal

thatthecompanyisprovidingtraininganddevelopmentprogrammestothe

employees.

 74% ofemployees thatsaying thatincrementofsalaryafterperformance

appraisal.

 34% ofemployeesaresayingthat promotionofemployeesofperformance

appraisal

 47% ofemployeesaresayingthattotaloutputonthebasisofperformance

appraisalismadeintheorganization
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Suggestions

 Thesuperiorshouldprovideamechanism toconveytheirsuggestionstothe

management.

 Itissuggestedtothegivefeedbackabouttheperformanceofemployeeafterthe

appraisalprocesssotheycantakecertainmeasurestoimprovethemselves.

 Thereshouldbecounselingbythesuperiortotheirsubordinateswhenthereisany

deviationintheirperformancelevel.

 Theemployeesneedtobegivenmoreresponsibilitytotheirjobtoimprovetheir

performance.

 Keepencouraging thesubordinates sothatcan be enthusiastic.

 Moreopportunitiesshouldbeprovidedforexpressingtheirideasandplansto

implementtheirlevelperformance.
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Conclusion:

Theperformanceappraisalplaysaveryimportantroleinbuildingthecareerofan

individual.Ithelpsinbuildingthemotivationandconfidencelevelsoftheemployee.Itis

ascientificandsystematicprocesswhichenablesemployeestoknow his/heractual

performancewhencomparedwiththeexpectedperformancewhichallowsthem to

improveincasetheperformance didn’treachtheexpectedperformanceandincase

theperformanceisreachesormorethantheexpectedperformanceitallowsthe

employeesperform betterandmaintainit.

Ihavelearntandunderstoodthedifficultyinimplementingtheperformanceappraisal

in organization and explain theperformanceappraisalprocessto theemployees.

Human resources department plays important and vitalrole in building and

implementingperformanceappraisal.
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QUESTIONNAIREONSTUDYOFPERFORMANCEAPPRAISAL

Name:

Occupation:

Age: (A) 18-25 (B) 25-40 (C)41-50(D)50above

Annualincome:

Gender:

Female ( ) male ( )

1.Whatisthemainobjectiveofperformanceappraisalinyourorganization?

(A)Promotion(B)AssessingtrainingandDevelopmentneeds

(C)Payrise (D)Others . ( )

2.Whenperformanceappraisalismadeintheorganization.?

(A)Monthly (B)Quarterly

(C)Halfyearly (D)Yearly ( )

3.Whichmethodofperformanceappraisalimplementedintheorganization?

(A)Traditionalmethod (B)Modernmethod (C)Both. ( )

4.Whichoneofthefollowingmethodscanbeusedunderthetraditionalmethod?

(A)Rankingmethod (B)Gradingmethod

(C)Checklistmethod (D)Graphicscalemethod. ( )
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5.Whichoneofthefollowingmethodscanbeusedunderthemodernmethod?

(A)Managementofobjectives (B)360degreefeedback

(C)Assessmentcentermethod (D)BehaviourallyAnchoredratingscales

(E)Psychologicalappraisal. ( )

6.Onwhatbasisperformanceappraisalismade?

(A)Totaloutput(B)Behavioralefficiency (C)Both ( )

7.Inyouropinionperformanceappraisalis?

(A)Evaluationofemployees (B)Promotionofemployees

(C)Jobsatisfactionofemployees (D)Motivation ( )

8.Areyousatisfiedwiththeappraisalprocessintheorganization?

(A)Yes (B)No ( )

Ifyestowhatextend?

(A)Stronglyagree (B)Agree

(C)Neitheragreenordisagree

(D)Disagree (E)Stronglydisagree ( )

9.Whileanychangeariseappraisingtheperformanceofemployees?

(A)Yes (B)No ( )

10.Doyouthinkperformanceappraisalhelpspeoplesetandachievemeaningfulgoals?

(A)Yes (B)No ( )
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11.Do you feelperformance appraisalprocess is sufficientin appraising the

performanceofemployees?

(A)Stronglyagree (B)Agree

(C)Neitheragreenordisagree

(D)Disagree (E)Stronglydisagree ( )

12.Doyoureceiveanyincrementinyoursalaryafterperformanceappraisal?

(A)Yes (B)No ( )

13.Aftercompletingtheperformanceappraisaldoesthecompanyisprovidingtraining

anddevelopmentprogramstotheemployees?

(A)Yes (B)No ( )

14.Whichtypeoferrorsisoccursinperformanceappraisal?

(a)Leniency (b)Centraltendency

(c)Haloeffect (d)Stereotyping

(e)Noneoftheabove ( )

15.Doestheperformanceappraisalhelpstowincooperationandteam work?

(A)Stronglyagree(B)Agree (C)Neitheragreenordisagree

(D)Disagree.(E)Stronglydisagree ( )
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Introduction:  

                Marketing is the moving and exciting activity in everybody activities. The 

sellers, distributors, advertising, consulting, transporters, financers, store agencies and 

everyone as a counter are part of the marketing system. Ant exchange process be it 

consumer, goods, intermediary goods, services of ideas, comes under the preview of 

marketing. It is very often regarded that the development of account. Through 

marketing is an action discipline. In the ever-growing world, marketing is being 

regarded as a crucial element for the success of an Enterprise. 

                  As quoted by P. P. Drucker “Marketing is so basic that it cannot be 

considered a separate function. It is whole business seen from the point of view of its 

final result, that is, from the customer’s point of view. Business success is not 

determined by the customer”.  

                   Philip Kotler has therefore defined marketing as “it is a social and 

managerial process by which individuals and groups obtain what they need and want 

through creating, offering and exchanging products of values with others”. Many 

Indian companies espouse a satisfied customer philosophy and describe marketing as 

customer-satisfaction engineering. Since the economy in this country has changed 

from a primary condition of scarcity to gradual and steady stage of affluence, largely 

giving consumers the opportunity to choose among many varied alternatives, 

satisfaction has become a major concern of business. 

 

            One thing that we have in common is that we all are consumers. In fact 

everybody in this world is ac consumer. Every day of our life we are buying and 

consuming an incredible variety of goods and services. However, we all have making 

purchase decisions.  

                           The term consumer behavior refers to the behavior that consumers 

display in searching for purchasing using evaluation and disposing in searching for 

purchasing using evaluation and disposing of products and services that they exact 

will satisfy of how individuals make decisions to send their available resources (time, 

money and effort) on consumption related items. It includes the study of “What they 
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buy”, “Why they buy”, “When they but it”, “Where they buy it”, “How often they buy 

it” and “How often they use”. 

 Factors Influencing Buying Behavior:  

There are various factors influencing the buying behavior internally and externally. 

 Cultural factors: 

This is the deepest influence on consumer behavior. Culture, subculture, and social 

class are particularly important in buying behavior. Culture is the most fundamental 

determinant of a person’s wants and behavior. 

 Social factors: 

A customer’s behavior is influenced by the social factors such as reference groups, 

family, roles and status. 

 Personal factors: 

  A buyer’s decisions are also influenced by personal characteristics. These include 

the buyer’s age and stage in the life cycle, occupation, economic circumstances, life 

style, personality and self-concept. 

 Psychological factors: 

A person’s buying decision is influenced by motivation, perception, learning, beliefs 

and attitudes. 
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Definitions: 

Consumer buying behavior is the result of the attitudes, preferences, intentions and 

decision made by the consumers in a market place before buying a product.   

 Consumer Behavior (or Buyer Behavior) is broadly defined by various scholars and 

researchers as: 

1. It’s the behavior displayed by the consumers during the acquisition, 

consumption and disposition of products, services, time and ideas by decision 

making units. 

2. It is the body of knowledge which studies various aspects of purchase and 

consumption of products and services by individuals with various social and 

psychological variables at pay. 

3. The behavior that the consumers display in searching for, purchasing, using, 

evaluating and disposing of product and services that they expect will satisfy 

their needs. 

4. The American Marketing Association (AMA) defines consumer behavior as 

“The dynamic interaction of cognition, behavior & environmental events by 

which human beings conduct the exchange aspect of their lives. 

                            Consumer Behavior is helpful in understanding the purchase 

behavior and preferences of different consumers. As consumers, we differ in terms of 

sex age, education, occupation, income, family setup, religion, nationality and social. 

Because of this different background factors, have different needs and we have only 

buy those products and services, which we think, will satisfy our needs. 

 

 

 

 
 
 
 
 
 
 

  



11 
 

Standard Buying Behavior Process: 

1. Problem recognition:  During this stage, consumer becomes aware of an 

unfulfilled needs or want. For example, consumer’s mobile may be broken and a 

need arises for a new mobile. 

2. Information search: In this stage, the consumer gathers information about the 

products to satisfy his/her needs. 

3. Evaluation of alternatives: The various alternatives are evaluated based on 

consumer’s wants, needs, preferences, financial resources etc. 

4. Purchase decision: In this stage, the consumer will commit to a particular 

choice and make the final decision based on his/her possible alternatives. 

5. Post purchase behavior: In this stage, the consumer evaluates whether the 

purchased product is satisfied his/her need or not. 

 

A Model of Consumer Behavior: 

A consumer decisions to purchase a particular product of service is the result of 

complex interplay of a number of variables. The starting point of the decision 

process is provided by the company’s marketing stimuli in the shape of product, 

promotion, and price and distribution strategy. Consumer often purchases new 

products that are associated with a favorable viewed brand name. 
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Need of the Study: 

India is growing rapidly and changes are dynamic. People are changing, the 

preferences and the demand is changing. The market also has to change accordingly.  

  The purpose of consumer behavior is not only for retaining the customers but also 

attracting new customers and increasing the sales also creating and maintenance of 

brand awareness.  

Consumer behavior plays a major role for the growth of the company in the modern 

market scenario. The basic idea of this study is to find the consumer behavior towards 

Big Bazaar.  
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Objectives of the Study: 

To find out the buying behaviour of  the customer coming to big bazaar, 

Vijayaewada. 

 To study how to consumers spent their incomes time on the purchasing of the 

product. 

 To identify effective advertising sources which are influencing customer 

purchasing behaviour at Big Bazaar. 

 To identifyu what type of stratagies are suitable for the company to reach the 

target customer.  

 To know the customer service satisfaction from the respondent 

 To study the marketing strategies and brand loyalty of Big Bazaar 

 To find out the cunstomer response towards various attributes of Big Bazaar. 
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Scope of the Study: 

                  Big Bazaar has various branches in Andhra Pradesh. My scope is limited 

to one branch (Becent Road, Vijayawada). The study focuses mainly on the consumer 

buying behaviour of Big Bazaar an attempt is made to analyzethe company consumer 

buying behaviour comparision to the theoretical aspect 
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 Research Methodology: 

Research methodology is a way to systematically solve the research problem. 

Sources of data:  

The main sources of data for the present study been used are primary and secondary 

data. 

1. Primary data:   In order to find out consumer buying behavior regarding 

products of Big Bazaar, primary data was collected by personally collecting 

information from the consumers with the help of questionnaire. 

2. Secondary data: Secondary data is collected from company brochures and 

internet. 

 Sample size: By using random sampling technique, 70 respondents are selected 

for the purpose of the study. Target population is the customers of the Big Bazaar, 

Vijayawada. 

Data Analysis Tool: Tabulation and Graphical form. 
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Limitations: 

 Time has been a major constraint to the study as it has been only for duration of 

45 days. 

 As this survey was restricted to Big Bazaar, this cannot be stated as a depth 

research on this subject. 

 Enough care is taken in formulating the Questionnaire; still some errors may 

creep in. 

 The consumer behavior varies according to different products. 
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Introduction to  Retailing: 

 The word retail is derived from the French word Retailer, which means “to 

cut off a piece” or “to break bulk”. 

According to Philip Kotler, “Retailing includes all activities involved in 

selling goods or services to the final consumers for personal, non-business use. A 

retailer or retail store is any business enterprise whose sales volume comes primarily 

from retailing.”    

Any organization selling to final consumers whether it is a manufacturer, 

wholesaler- is doing retailing. It does not matter how the goods or services are sold 

(by person, mail, telephone, vending machine or internet or where they are sold- in a 

store, on the street or in the consumer’s home.)  

 Retailing is the set of business activities that adds value to the products and 

services sold t the consumers for their personal or family use. Often people think of 

retiling only as the sale of products in stores. But retailing also involves the sale of 

services and not all retailing is done in stores. 

 Retailers attempt to satisfy consumer needs by having the right merchandise, 

at the right price, at the right place, when the consumer wants it. Retailer also 

provides markets for producers to sell their merchandise. Retailers are the final 

business in a distribution channel that links manufacturers to consumers. 

Functions Performed by Retailer: 

Although there are situations where it is easier and cheaper to buy directly 

from manufacturers, retailers provide important functions that increase the value of 

the products and services they sell to consumers and facilitate the distribution of those 

products and services for those who produce them.  

These functions are: 

 Providing an assortment of products and services 

 Breaking bulk 

 Holding inventory 

 Providing services 
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Pantaloon Retail (India): 

The origin of retailing in India can be traced back to the emergence of Kirana 

stores &mom & pop stores. These stores used to cater local people. Eventually the 

Govt. in India supported the rural retail & many retail shops come with the help of 

KHADI & the VILLAGE INDUSTRIES COMMISSION. The first few companies 

come up with retail chains were in textile sector in the year 1980.The companies are 

Bombay Dyeing Kumar’s, Raymonds etc. Later Titan launched retail showrooms in 

organized sector.If you will follow the above examples, there are great changes 

occurring in the retail sector. The retail industry is moving from an unorganized one 

to a organized one.The growth of the retail trade in India is associated with the growth 

in the Indian Economy. Gross domestic product (GDP) grew by an annual rate of 8 

per cent. The international consulting firm, A.T. Kearney, annually ranks emerging 

market economies based on more than 25 macroeconomic and retail-specific variables 

through their Global Retail Development Index (GRDI). For the last three years 

(2005, 2006, and 2007) India has been ranked as number one indicating that the 

Country is the most attractive market for global retailers to enter. The high economic 

growth during the last few years raising disposable incomes rapidly, the favorable 

younger population with less dependency, and demographics placing incomes on 

urbanization are some of the major factors fueling the Indian retail market. 

 The retail sector in India is witnessing a huge revamping exercise as 

traditional markets make way for new formats such as departmental stores, 

hypermarkets, supermarkets and specialty stores. Western-style malls have begun 

appearing in metros and second-rung cities alike introducing the Indian consumer to a 

shopping experience like never before.  The sector is at an inflection point where the 

growth of organized retailing and growth in the consumption of the Indian population 

is going to take a higher growth trajectory. The Indian population is witnessing a 

significant change in its demographics. Organized retail is on all-time high in India. 

The growth is boosted by various factors such as availability of professional practices, 

media proliferation, various brands which are gaining value thereby enhancing 

industry growth, availability of various funding options, regulations like VAT 

implementation to make processes simple, sea change in demographics of country and 

international exposure. 
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Retailing consists of the location sale of goods or merchandise from a very fixed 

location, such as a department store, boutique or kiosk, or by mail, in small or 

individual lots direct consumption by the purchaser. Retailing may include 

subordinated services, such as delivery. Retail is usually classified by type of 

products as follows: 

 Food products 

 Hard Goods – appliances, electronics, furniture, sporting goods, etc. 

 Soft goods- clothing, apparel, and other fabrics. 

There are the following retailers by marketing strategy: 

 Departmental stores- very large stores offering a huge assortment of soft and 

hard goods. 

 Discount stores- tend to offer a wide array of products and services, but they 

compete mainly on price offers extensive assortment of merchandise at 

affordable and cut-rate prices. 

 Supermarkets- Is a self-service store consisting mainly of grocery and limited 

products on non-food items. Sells mostly food products. 

 Warehouse stores- warehouses that offer low-cost, often high- quantity goods 

piled on pallets or steel shelves, warehouse clubs charge a membership fee. 

 Variety stores- they offer extremely low-cost goods, with limited selection. 

 Specialty stores- A typical specialty store gives attention to a particular category 

and provides a high level of service to the customers. For example, if a customer 

visits Reebok or Gap store then they find just Reebok and Gap products in the 

representative stores. 

 General stores- A rural store that supplies the main needs for the local 

community. 

 Convenience stores- Is essentially found in residential areas. They provide 

limited amount of merchandise at more than average prices with a speedy 

checkout. This store is ideal for the emergency and immediate purchases. 
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 Hypermarkets provide variety and huge volumes of exclusive merchandise at 

low margins. The operating cost is comparatively less than other retail formats. 

A classic example is Metro in Bangalore. 

 Malls- range of retail shops at a single outlet. 

 Vending machines- automated piece of equipment where customers can drop 

money into the machine and get the products. For example-soft drink vending at 

Bangalore International Airport. 

Retail Classification: 

Basically there are three kinds of retailers that are generally available:                       

1. Organized Retail – Organized retail comprises of the licensed retailers who 

are registered for sales tax, income tax etc. and it comprises of the malls, 

supermarkets, hypermarkets etc.  

2. Unorganized Retail – The unorganized retail comprises of the local baniya or 

kirana shop, paan and beedi shops and the other owner manned general stores . These 

retailers normally do not pay taxes and most of them are not even registered for sales 

tax, VAT, or income tax. 

Key Drivers of the Indian Retail Industry: 

 Emergence of nuclear families 

 An increase in the double-income households trend 

 Large working population 

 Reasonable Real estate prices 

 Increase in disposable income and customer aspiration 

 Demand as well as increase in expenditure for luxury items 

 Growing preference for branded products and higher aspirations 

 Growing liberalization of the FDI policy in the past decade 

 Increasing urbanization, 

 Rising affluence amid consumers 
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Bottlenecks 

 A long way to meet international standards 

 Lack of efficient supply-chain management 

 Lack of required retail space 

 No fixed consumption pattern 

 Shortage of trained manpower 

 Lack of proper infrastructure and distribution channel 

Major Retailers in India: 

1. Pantaloon Retail 

The flagship company of Future Group, Pantaloons Retail operates over 16 million 

square feet of retail space, has over 1000 stores across 73 cities in India and employs 

over 30,000 people. It can boast of launching the first hypermarket Big Bazaar in 

India in 2001. The companies also operates in other retail segments such as - Food & 

grocery (Big bazaar, Food bazaar), Home solutions (Hometown,furniture bazaar, 

collection-i), consumer electronics (e-zone), shoes (shoe factory), Books: music & 

gifts (Depot), Health & Beauty care services (Star, Sitara and Health village in the 

pipeline), e-tailing (Futurbazaar.com), entertainment (Bowlingco.) The turnover this 

year was 12500 crores. 

 

TataGroup: 

Established in 1998, Trent - one of the subsidiaries of Tata Group - operates Westside, 

a lifestyle retail chain and Star India Bazaar - a hypermarket with a large assortment 

of products at the lowest prices. In 2005, it acquired Landmark, India's largest book 

and music retailer. Tata’s has also formed a subsidiary named Infiniti retail which 

consists of Croma, a consumer electronics chain. Another subsidiary, Titan Industries, 

owns brands like “Titan”, the watch of India and Tanishq, the jewellery brand. Sales 

turnover was 197.13 crore in December 2010. 

RPG group: 

One of the first entrants into organised food & grocery retail with Foodworld stores in 

1996 and then formed an alliance with Dairy farm International and launched health 

& glow (pharmacy & beauty care) outlets. Now the alliance has dissolved and RPG 
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has Spencer’s Hyper, Super, Daily and Express formats and Music World stores 

across the country. 

Reliance: 

The company owns more than 560 Reliance Fresh stores and recently it has also 

launched Reliance Mart Hypermart. The company further plans to launch its 

hypermart in Delhi / NCR, Hyderabad, Vijayawada, Pune and Ludhiana region. The 

turnover was 4500 crore for this year.         

AV Birla Group: 

This group brand portfolio includes brands such as Louis Phillipe, Van Heusen, Allen 

Solly, Peter England, Trouser town. Also, Madura garments are subsidiary of Aditya 

Birla Nuvo Ltd. The recently acquired food and grocery chain of south, Trineth, has 

further increased their number of store to 400 stores in the country. The company also 

own ‘More’ supermarkets and hypermarkets. Currently it runs 600 supermarket and 

nine hypermarkets across India. The turnover this year was 1700 crores. 

K Raheja Group: 

They forayed into retail with Shopper’s Stop, India’s first departmental store in 2001. 

It is the only retailer from India to become a member of the prestigious 

Intercontinental Group of Departmental Stores (IGDS). They have signed a 50:50 

joint venture with the Nuance Group for Airport Retailing. Shoppers Stop has a 

national presence, with over 2.05 million square feet area across 39 stores in 17 cities. 

It has also introduced new formats in the market viz.,  Home Stop – the exclusive 

home furnishings, décor as well  as furniture store and Hyper City– a premium 

shopping destination for Foods, Home ware, Home Entertainment, Hi-Tech 

Appliances, Furniture, Sports, Toys & Fashion. Other format of the company includes 

-- Crossword Book Store, Mother Care & Early Learning Centre (ELC), Estee Lauder 

group, Airport Retailing, Time Zone Entertainment. The turnover this year was 1570 

crores.  

Bharti-Walmart: 

Bharti have signed a 50:50 percent joint venture agreement with Walmart  in which 

Wal-Mart will be taking care of cash & carry and Bharti will do the front-end. Further 
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they plan to invest US$ 7 bn in creating retail network in the country including 100 

hypermarkets and several hundred small stores. 

Landmark group: 

Landmark Group was launched in 1998 in India; currently owning 100 stores across 

various retail formats. The retail ventures of Landmark Group includes - Home 

Centre, Centre point, Baby shop, Splash, Shoe Mart, Lifestyle, Max, Lifestyle 

Department Stores, SPAR hypermarkets, Food mark, Fun City, Fitness First, Citymax 

India etc. It is a 3.8 billion dollar company. 

Metro: 

Metro Cash & Carry, the first company to introduce cash and carry business, started 

its operations in India in 2003 with two Distribution Centers in Bangalore. Metro 

offers assortment of over 18000 articles across food and non food at the best 

wholesale prices. Currently Metro operates six cash and carry centers in Bangalore, 

Hyderabad, Kolkata and Mumbai. 

Viveks Ltd. 

Vivek Limited is the largest consumer electronics and home appliances retail chain in 

India, with 44 stores in south, covering a retail space area of over 1, 75, 000 sq. ft and 

a turnover of over Rs. 400 crore. Its brand, Viveks, is now a household name. The 

company plans to set up 50 more showrooms in South India.  
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Pantaloon Retail (India): 

Pantaloon Retail (India) Limited, is India’s leading retailer that operates 

multiple retail formats in both the value and lifestyle segment of the Indian consumer 

market. Headquartered in Mumbai (Bombay), the company operates over 16 million 

square feet of retail space, has over 1000 stores across 73 cities in India and employs 

over 30,000 people. 

The company’s leading formats include Pantaloons, a chain of fashion outlets,  Big 

Bazaar, a uniquely Indian hypermarket chain, Food Bazaar, a supermarket chain, 

blends the look, touch and feel of Indian bazaars with aspects of modern retail like 

choice, convenience and quality and Central, a chain of seamless destination malls. 

Some of its other formats include Brand Factory, Blue Sky, all Top 10 and Star and 

Sitara. The company also operates an online portal, futurebazaar.com. 

Future Group: 

 

 

“Future” – the word which signifies optimism, growth, achievement, strength, 

beauty, rewards and perfection. Future encourages us to explore areas yet unexplored, 

write rules yet unwritten; create new opportunities and new successes. To strive for a 

glorious future brings to us our strength, our ability to learn, unlearn and re-learn our 

ability to evolve. 

In Future Group they will not wait for the Future to unfold itself but create 

futurescenarios in the consumer space and facilitate consumption because 

consumption is development. They will effect socio-economic development for the 

http://www.futurebazaar.com/
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customers, employees, shareholders, associates an asset management, consumer 

finance, insurance, retail media, retail spaces and logistics.  

     Future Value Retail Limited is a wholly owned subsidiary of Pantaloon Retail 

(India) Limited. This entity has been created keeping in mind the growth and the 

current size of the company’s value retail business, led by its format divisions, Big 

Bazaar and Food Bazaar. 

   The company operates 120 Big Bazaar stores, 170 Food Bazaar stores, among other 

formats, in over 70 cities across the country, covering an operational retail space of 

over 6 million square feet. As a focused entity driving the growth of the group's value 

retail business, Future Value Retail Limited will continue to deliver more value to its 

customers, supply partners, stakeholders and communities across the country and 

shape the growth of modern retail in India. 

Affiliate Companies: 

 Home Solutions Retail (India) Limited 

Home Solutions Retail (India) Limited (HSRIL) offers complete retailing solutions 

for all products and services related to home building and home improvement. The 

key product categories are Consumer Durable & Electronics (CDE), Furniture, Home 

furnishing & decor, Home improvement and Home services. HSRIL operates retail 

format Collection-i, Furniture Bazaar, Electronics Bazaar, Home Town and e-zone. 

 Future Brands Limited 

Future Brands Limited (FBL) has been incorporated on November, 2006 and is 

involved in the business of creating, developing, managing, acquiring and dealing in 

consumer-related brands and IPRs (Intellectual Property Rights). 

 Future Media (India) Limited 

Future Media (India) Limited (FMIL) was incorporated as the Group’s media 

venture, aimed at creation of media properties in the ambience of consumption and 

thus offers active engagement to brands and consumers. FMIL offers relevant 

engagement through its media properties like Visual Spaces, Print, Radio, Television 

and Activation. 
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 Future Supply Chain Solutions Limited 

Future Supply Chain Solutions Limited (FSCS) has been incorporated as a separate 

entity and is involved in the business of providing logistics, transportation and 

warehousing services for all group companies and third-parties. 

 Future Axiom Telecom Limited 

Future Axiom Telecom Limited is a Joint Venture with Axiom Telecom LLC, UAE. 

The Company has a 50% stake in Future Axiom Telecom Limited (FATL) which is 

a joint venture Company with Axiom Telecom LLC, UAE. The Company would be 

engaged in sourcing and wholesale distribution of mobile handsets, accessories and 

in setting up service centres for mobile handsets in India. 

 Pantaloon Food Product (India) Limited 

Pantaloon Food Product (India) Limited (PFPIL) was incorporated with the object 

of sourcing and backward integration of food business of the Company. PFPIL has 

sourcing and distribution bases at all key cities across the country. 

 Future Knowledge Services Limited 

Future Knowledge Services Limited (FKSL) was incorporated on January, 2007 and 

is engaged in the business of business process outsourcing and knowledge process 

outsourcing. 

 Future Capital Holdings Limited 

Future Capital Holdings Limited (FCH) was formed to manage the financial services 

business of Pantaloon Retail (India) Limited and other group entities. FCH is one of 

the fastest growing financial services company in India, with presence in Asset 

Advisory, Retail Financial Services and Proprietary Research. 

 Future General India Life Insurance Company Limited 

Future General India Life Insurance Company Limited (FGILICL) was incorporated 

on October 30, 2006 to establish and conduct the business of life insurance in India, 

which comprises of whole life insurance, endowment insurance, double benefit and 

multiple benefits insurance etc.  
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Board of Directors: 

 

      Mr. Kishore Biyani, Managing Director                           

                     Kishore Biyani is the Managing Director of Pantaloon Retail (India) 

Limited and the Group Chief Executive Officer of Future Group. He has led 

Pantaloon Retail’s emergence as the India’s leading retailer operating multiple retail 

formats that now cater to almost the consumption basket of a large section of Indian 

consumers.  

                    Kishore Biyani was born in August, 1961 and is married to Sangita and 

they have two daughters. He recently authored a book, ‘It Happened in India’ that 

captures his entrepreneurial journey and the growth of modern retailing in India. 

 Mr. Kishore Biyani, Managing Director 

 Mr. GopikishanBiyani, Wholetime Director  

 Mr. RakeshBiyani, Wholetime Director 

 Mr. Ved Prakash Arya, Director 

 Mr. ShaileshHaribhakti, Independent Director 

 Mr. S. Doreswamy, Independent Director 

 Dr. D. OKoshy, Independent Director 

 Ms. AnjuPoddar, Independent Director 

 Ms. Bala Deshpande, Independent Director 

 Mr. Anil Harish, Independent Director 

                           Big Bazaar is a chain of hypermarket in India. As of June 2, 2012 

there are 214 stores across 90 cities and towns in India covering around 16 million 

sq.ft of retail space. Big Bazaar is designed as an agglomeration of bazaars or Indian 

markets with clusters offering a wide range of merchandise including fashion and 



30 
 

apparels, food products, general merchandise, furniture, electronics, books, fast food 

and leisure and entertainment sections.  

                          Big Bazaar is part of Future Group, which also owns the Central 

Hypermarket, Brand Factory, Pantaloons, E-zone, Home Town, futurebazaar.com, 

KB's Fair Price to name a few and is owned through a wholly owned subsidiary of 

Pantaloon Retail India Limited, that is listed on Indian stock exchanges.  

History: 

                       Big Bazaar was launched in September, 2001 with the opening of its 

first four stores in Calcutta, Indore, Bangalore and Hyderabad in 22 days. Within a 

span of ten years, there are now 161 Big Bazaar stores in 90 cities and towns across 

India.  

 Big Bazaar was started by Kishore Biyani, the Group CEO and Managing 

Director of Pantaloon Retail India. Though Big Bazaar was launched purely as a 

fashion format including apparel, cosmetics, accessory and general merchandise, 

over the years Big Bazaar has included a wide range of products and service 

offerings under their retail chain. The current formats include Big Bazaar, Food 

Bazaar, Electronic Bazaar and Furniture Bazaar. The inspiration behind this entire 

retail format was from Saravana Stores, a local store in T. Nagar, Chennai.  

                      The stores are customized to provide the feel of Mondays and meals 

while offering the modern retail features like Quality, Choice and Convenience. As 

the modern Indian family's favorite retail store, Big Bazaar is popularly known as the 

"Indian Wal-Mart".  

On successful completion of ten years in Indian retail industry, in 2011, Big 

Bazaar has come up a new logo with a new tag line: ‘Naye India Ka Bazaar’, 

replacing the earlier one: 'IsseSastaAurAcchaKahinNahin'. 

Lines of Business of the Above Store: 

 Food  

 Fashion 

 Home solution 

 General merchandise 

 Books and stationary 
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 Footwear 

 Electronics 

Physical Structure of Big Bazaar: 

         There are five levels in Big Bazaar store at Vijayawada: 

 Level One:Food Bazaar, personal care, Customer Service Desk. 

 Level Two:Utensils, Luggage, Stationery & Books. 

 Level Three:Men’s Fashion, Foot wear, 

 Level Four:Ladies Fashion, Kids wear and Toys  

 Level Five:Electronic Bazaar, Furniture Bazaar, Home Furnishings.          

Group Vision: 

Future Group shall deliver Everything, Everywhere, Every time for Every Indian 

Consumer in the most profitable manner. 

                               Organizational Structure of Big Bazaar 
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Group Mission: 

 We share the vision and belief that our customers and stakeholders shall be 

served only by creating and executing future scenarios in the consumption space 

leading to economic development. 

 We will be the trendsetters in evolving delivery formats, creating retail reality, 

making consumption affordable for all customer segments for classes and for masses. 

 We shall infuse Indian brands with confidence and renewed ambition.  

“SWOT “Analysis of Big Bazaar: 

Strengths  Weakness 

 Variety 

 Range 

 Different brands 

 The strengths of Big Bazaar are it is leading 

and growing at the faster pace              

 It has many out lets all over India. 

 It has a good customer base 

 The Big Bazaar has been positioned to the  

customers as a place where the customers can 

stopfor each and everything for which  if  goes 

to a  market  

 Big Bazaar has not trapped at the  

whole market 

 Facing problems due to political  

environment 

 

Opportunities Threats 

 Awareness about brands 

 Quality 

 High disposable income 

 Huge untapped market 

 Competition from organized retail  

        players which are in market and emerging 

like Reliance, Shopper’s stop. 

 Competition from local retailer 

 

Values: 

 Indian’s: Confidence in ourselves. 

 Leadership: To be a leader, both in thought and business.  
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 Respect & Humility: To respect every individual and be humble in our 

conduct.  

 Introspection: Leading to purposeful thinking.  

 Openness: To be open and receptive to new ideas, knowledge and 

information. 

 Value & Nurturing Relationships: To build long term relationships. 

 Simplicity &Positivity: Simplicity and positivity in our thought, business and 

action. 

 Adaptability: To be flexible and adaptable, to meet challenges. 

 Flow: To respect and understand the universal laws of nature.  

 

Marketing Mix: 

                          The marketing mix is the set of controllable, tactical, marketing tools 

that the firm blends to produce the response it wants in the target market. The 

marketing mix consists of the variables product, price, place, promotion. 

 

Marketing Mix concept Image 

 

Marketing Mix of Big Bazaar: 

Product: 

Big Bazaar offers a wide range of products which range from apparels, food, farm 

products, furniture, child care, toys, etc of various brands like Coca- Cola, HUL, 

ITC, P&G, LG, Samsung, Sony, Sansui etc.  
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Big Bazaar also promotes a number of in house brands like:  

 DJ & C           

 Tasty Treat 

 Clean mate 

 Sensei 

 Care mate 

 Koryo 

 Knighthood 

 Dreamline 

 Spunk  and 44 other brands 

Price:  

The pricing objective at Big Bazaar is to get “Maximum Market Share”. Pricing at 

Big Bazaar is based on the following techniques:  

Value Pricing (EDLP – Every Day Low pricing): Big Bazaar promises consumers the 

lowest available price without coupon clipping, waiting for discount promotions, or 

comparison shopping.  

Promotional Pricing: Big Bazaar offers financing at low interest rate. The concept of 

psychological discounting (Rs. 99, Rs. 49, etc.) is also used to attract customers. Big 

Bazaar also caters on Special Event Pricing.  

Differentiated Pricing: Differentiated pricing i.e. difference in rate based on peak and 

non-peak hours or days of shopping is also a pricing technique used in Indian retail, 

which is aggressively used by Big Bazaar.   E.g. Wednesday Bazaar.  

 Place: 

The Big Bazaar stores are operational across three formats — hypermarkets spread 

over 40,000-45,000 sqft, the Express format over 15,000-20,000 sqft and the Super 

Centers set up over 1 lakh sq ft. Currently Big Bazaar operates in over 34 cities and 

towns across India with 116 stores. Apart from the Metros these stores are also doing 

well in the tier II cities. These stores are normally located in high traffic areas. Big 

Bazaar aims at starting stores in developing areas to take an early advantage before 

the real estate value booms. Mr. Biyani is planning to invest around Rs 350 crore over 
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the next one year expansion of Big Bazaar. In order to gain a competitive advantage 

Big Bazaar has also launched a website www.futurebazaar.com, which helps 

customers to orders products online which will be delivered to their doorstep. This 

helps in saving a lot of time of its customers. 

Promotion:  

The various promotion schemes used at Big Bazaar include: 

 Haft kasabse Shasta din “Wednesday bazaar”  

 Exchange Offers “Junk swap offer”  

 Brand endorsement by M.S Dhoni and Asin 

 Big Bazaar has come up with 3 catchy lines written on hoardings taking on the 

biggies like Westside, Shoppers stop and Lifestyle. They are: 

 “Shoppers! Stop. Make a smart choice!”  

 “Change Your Lifestyle. Make a smart choice!”  

 April Utsav 

 Fashion Friday 

People:  

 Well trained staff at stores to help people with their purchases  

 Employ close to 10,000 people and employ around 500 more per month. 

 Well-dressed staff improves the overall appearance of the store.  

 Use scenario planning as a tool for quick decision making multiple counters 

for payment, staff in store to keep baggage and security guards at every gate, makes 

for a customer-friendly atmosphere.  

Process:  

                   Big Bazaar places a lot of importance on the process right from the 

purchase to the delivery of goods. When customers enter the stores they can add the 

products they wish to purchase in their trolley from the racks. There are multiple 

counters where bill can be generated for purchases made. Big Bazaar also provides 

delivery of products over purchases of Rs. 1000.   
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Physical Evidence:  

                     Products in Big Bazaar are properly stacked in appropriate racks. There 

are different departments in the store which display similar kind of products. 

Throughout the store there are boards/written displays put up which help in 

identifying the location of a product. Moreover boards are put up above the products 

which give information about the products, its price and offers. Big Bazaar stores are 

normally ‘U shaped’ and well planned & designed.  

Innovations of Big Bazaar to Satisfy & Attract Customers: 

 Wednesday Bazaar:  

                           Big Bazaar introduced the Wednesday Bazaar concept and 

promoted it as “HafteKaSabseSasta Din”. It was mainly to draw customers to the 

stores on Wednesdays, when least number of customers are observed. According to 

the chain, the aim of the concept is "to give homemakers the power to save the most 

and even the stores in the city don a fresh look to make customers feel that it is their 

day".  
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CHAPTER: IV 

THEORETICAL FRAME WORK 
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Consumer behavior:  

The study of consumer behavior assumes that the consumers are actors in the market 

place. The perspective of role theory assumes that consumers play various roles in the 

market place. Starting from the information provider, from the user to the payer and to 

the disposer, consumers play these roles in the decision process. 

               The roles also vary in different consumption situations; for example, a 

mother plays the role of an influence in a child’s purchase process, whereas she lays 

the role of a disposer for the products consumed by the family. 

Determinants of Modern Consumer Behavior: 

Consumer behavior results from individual and environment influence. It is 

determined by the individual’s psychological make-up. In this context, there are four 

determinants of consumer behavior. 

 Individual needs 

 Motives 

 Perception 

 Attitudes 

Factors Influencing Buying Behavior: 

It is widely acclaimed that India in one of the largest consumer markets in the world. 

But the consumers in India show wide variations in the size and potential of the 

various consumer market segments. This differences can be seen in terms of the 

geographical differences, urban- rural consumers (their style of living, consumption 

pattern etc.), age and family life cycle, income level, education levels, linguistic and 

religion diversity, food habits, festivals etc. Hence, knowing the impact of these 

concepts on buying behavior will help marketers in the generation of new product 

ideas and adopt customization for the core product, some additional features and by 

offering of additional services, all done with the intention to add to customer delight. 
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  There are various factors influencing the buying behavior internally and externally. 

 Cultural factors 

 Social factors 

 Personal factors 

 Psychological factors 

Cultural Factors:  

 These exert the broadcast and deepest influence on consumer behavior. Culture, 

subculture, and social class are particularly important in buying behavior. Culture is 

the most fundamental determinant of a person’s wants and behavior. Culture, 

especially in a very old civilization like India, is in everything that touches life. 

There are pre-designed ways in which we are supported to behave. 

Subculture:   

Each culture consists of smaller subcultures that provide more specific identification 

and socialization for its members. Subculture includes nationalities, religions, social 

groups and geographical regions. Many subcultures make up important market 

segments, and marketers often design products and marketing programs tailored to 

their needs. 

Social Class:   

A customer’s behavior is influenced by the social factors such as reference groups, 

family, roles and status. 

Family: 

As the fundamental social unit, the family’s influence on consumer behavior is most 

important and fundamental. Family acts as a purchasing unit and may be supplying 

needs of perhaps two or more generations. One’s view about religion, politics etc., is 

influenced by the family. One’s attitude towards materials possession and thrift are 

shaped by the family. The family makes the children adopt particular form of 

purchasing behavior. In many cases, children initiate the elders. For example, if you 

ask a young person why you opened your account in this bank, you may get an 
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answer “my dad had it here”. The bank is perceived as the desirable because of the 

person’s family influence 

Reference Group: 

A group that serves as a reference point and influences individuals effective 

responses, cognition and behavior, influences a person’s thoughts and action. Most 

people rely on several reference groups for information on a particular decision and 

on different reference groups for different decisions. Knowing the reference and using 

those reference groups, play an important role in designing marketing strategies. In 

reference group, role of the opinion leader is crucial. Opinion leader is perceived as 

the role model. It can be sports person for a product related to health and fitness or, a 

film star for a product related to beauty. For example, BPL uses Amitabh Bachan, 

Visa has used Sachin Tendulkar or Daewoo used Sharukh khan as the opinion leaders. 

Roles and Status: 

Roles are the patterns of needs, goals, beliefs, attitudes, values and behavior that are 

expected of an individual occupying a particular position in the society. Every 

individual has a specific role or position within each group to which an individual 

belongs. In a family individual may act as husband or father, wife or mother, son or 

brother or daughter or sister. Each role can affect how the individual behaves when 

purchasing the tools related to the role. Status is the positioning of an individual 

within a group, organization or society. The desire to achieve higher status within the 

given role also affects the buying behavior of an individual. 

Personal factors: 

A buyer’s decisions are also influenced by personal characteristics. These include the 

buyer’s age and stage in the life cycle, occupation, economic circumstances, lifestyle, 

personality and self-concept. 

Age and Stage in the Life Cycle: 

This consumption is shaped by the family lifecycle. People buy different goods and 

services over a lifetime. Marketers choose these life-cycle groups as their target 

markets and pay close attention on their consumption. 
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Occupation and Economic Circumstances: 

Occupation also influences consumption patterns, marketers try to identify the 

occupational groups that have above average interest in their products and services 

and likewise tailor the products and services for certain occupational groups. Products 

choice is greatly affected by economic circumstances; spending income, savings and 

assets, debts, attitudes toward spending and savings. Marketers of income sensitive 

goods continuously monitor trends in personal income, savings and interest rates. 

Lifestyle:  

A lifestyle is a person’s pattern of living in the world as expressed in activities, 

interests and opinions. Lifestyle portrays the whole person interacting with the 

environment. Marketers thus search for relationships between their products and 

lifestyle groups. 

Personality and Self-concept:  

Personality is often described in terms of self confidence, autonomy, dominance and 

adaptability. By personality is meant a set of distinguishing human psychological 

traits that lead to relatively consistent and enduring responses to environmental 

stimuli. Consumers make brand choices based on personalities that match their own. 

Hence brand personality is a specific mix of human traits that may attribute to a 

particular brand. Marketers attempt to develop brand personalities that will attract 

consumers with the same self-concept. 

Psychological Factors: 

A person’s buying decision is influenced by four major psychological factors, 

motivation, perception, learning, beliefs and attitudes. 

Motivation:  

A motive is a need that is sufficiently pressing to drive the person to act. A need 

becomes a motive when it is aroused to a sufficient level of intensity. 
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Perception:  

Perception is the process by which an individual selects organizes, interprets 

information inputs to create a meaningful picture of the world. Perception can vary 

among individuals exposed to the same reality. In marketing, people’s perceptions are 

more important than the reality. 

Learning:   

When people act, they learn. Learning involves change in an individual’s behavior 

arising from experience. Learning theorists believe that learning is produced through 

the interplay of driver, stimuli, cues, responses and reinforcement. Learning theory 

teaches marketers that they can build up demand for a product by associating it with 

strong drives, using motivating cues and providing positive reinforcement. 

Beliefs and Attitudes: 

A belief is a descriptive thought that a person holds about something. People’s belief 

about a product or brand influences their buying decisions. An attitude is a person’s 

enduring favorable or unfavorable evaluations, emotional feelings, and action 

tendencies toward some object or idea. Attitudes economize on energy and thought 

and are very difficult to change.  

Buying Process Defined:  

A buying process is the series of steps that a consumer will take to make a purchasing 

decision. A standard model of  consumer purchase decision-making include 

recognition of needs and wants, information search, evaluation of choices, purchase, 

and post-purchase evaluation. 
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Buying Process: 

Let’s take a closer look at the process by examining each step in some detail: 

 

 

 

Step 1: Problem Recognition 

You can’t make a purchase decision unless you actually know what you want or need. 

A need is an essential product or characteristics of a product that you must obtain. For 

example, you need water to survive. A want, on the other hand, is some product or 

product characteristic that you desire but is not essential. For example, while you may 

want to quench your thirst with soda, you don’t need it- water will suffice. 

 Put simply, before a purchase can ever take place, the customer must have a reason to 

believe that what they want, where they actually are. The desire is different from the 

reality- this presents a problem for the customer. 

However, for the marketer, this creates an opportunity. By taking the time to “create a 

problem” for the customer, whether they recognize that it exactly already or not, 

you’re starting the buying process. To do this, start with content marketing. Share 

facts and testimonials of what your product or service can provide. Ask questions to 
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pull the potential customer into the buying process. Doing this helps a potential 

customer realize that they have a need that should be solved. 

Step-2: Information Search 

After you determine your needs and wants, you will start to search and gather 

information about potential product choices that may meet them. Sources of 

information may come from print, radio, television, and Internet advertising. You may 

also do independent product research on the Internet, looking at product review sites 

and consumer reviews on retail sites, such as Amazon. Finally, you may seek the 

opinions of friends, family, and colleagues. 

Step-3: Evaluation of Alternatives 

If you preferred your research correctly, you should have some options from which to 

choose. You are your needs and wants as criteria in evaluating and comparing each 

product against each other. You may find trade-offs, such as higher prices for 

products that include more of your wants. In the end, you will rank your choices and 

pick the product that best matches your needs and wants based upon the budget 

available to you for the purchase. 

Step-4: Purchase Decision 

At this point, you will purchase the product. Your purchasing decision may be 

influenced by the manner in which you can purchase and receive the product. For 

example, you may purchase a product through a particular store because the product 

can be finalized, is available immediately, or can be delivered quickly. 

Step-5: Post Purchase Behavior 

After you made your purchase and have sometime with the product, you will evaluate 

your decision. This evaluation may be conscious or unconscious. Your evaluation will 

play a large role in your loyalty to the product and the company that produced it. 
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CHAPTER: V 

DATA ANALYSIS AND INTERPRETATION 
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1. How do you come to know about Big Bazaar? 

Table No: 1 

Particulars No. of Respondents Percentage 

Advertisement 8 14% 

Colleagues references 17 28% 

Friends/ Relatives references 30 50% 

Others  5 8% 

Total  60 100% 

 

 

 

 

Interpretation:  From the above graph 50% of respondents know about Big 

Bazaar from their Friends/ Relative references, 28% from Colleagues references, 14% 

from Advertisement and 8% from others. 
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2. How frequently do you visit Big Bazaar? 

Table No: 2 

Particulars No. of Respondents Percentage 

Very frequently 16 27% 

Frequently 38 63% 

Sometimes 6 10% 

Never 0 0% 

Total  60 100% 

 

 

 

 

Interpretation: In the above chart, 90% respondents are frequently visiting Big 

Bazaar and 10% respondents are visiting Big Bazaar sometimes. 
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3. What comes to your mind when you think about Big Bazaar? 

Table No: 3 

Particulars No. of Respondents Percentage 

Discount 11 18% 

Product 8 13% 

Variety 10 17% 

Brand 8 13% 

Quality 23 39% 

Total 60 100% 

 

 

 

 

Interpretation: From the above table, when the respondents think about Big Bazaar, 

quality comes to their mind for39% respondents, discount for 18% respondents, 

variety  for 17% respondents and both product and brand for 13% respondents. 
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4. Do you feel that the available product range is consistent at Big 
Bazaar? 
Table No: 4 

 

Particulars No. of Respondents Percentage 

Satisfied 50 83% 

Dissatisfied 10 17% 

Total  60 100% 

 

 

 

 
 

Interpretation: From the above chart, 83% respondents agree that the available 

product range is consistent and 17% respondents felt that the available product range 

is inconsistent.  
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5. Have you ever experienced the specific brand that you look in Big 
Bazaar? 
Table No: 5 

 

Particulars No. of Respondents Percentage 

Frequently 39 65% 

Sometimes 17 28% 

Never  4 7% 

Total  60 100% 

 

 
 

 
 
 
 

Interpretation: In the chart, more respondents of 65% find specific brand frequently 

in Big Bazaar, 35% of respondents find the specific brand sometimes at Big Bazaar. 
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6. Which category of products do you buy most at Big Bazaar? 

Table No: 6 
 

Particulars No. of Respondents Percentage 

Food items 32 53% 

Grocery 7 12% 

Fashion 16 27% 

Electronic goods 5 8% 

Total  60 100% 

 
 

 
 
 
 

Interpretation: From the above chart, 53% of respondents are buying products from 

food items, 27% of respondents from fashion and 12% of respondents from Grocery 

and 8% of respondents from electronic goods. 
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7. What factors most influences you to purchase at Big Bazaar? 
Table No: 7 

 

 
 

 

 
 

 
 
 

Interpretation: From the above chart, 45% of respondents preferring to purchase the 

products for quality, 25% of respondents for offers, 15% of respondents for both 

reasonable prices and brands. 
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Particulars No. of Respondents Percentage 
Reasonable Prices 9 15% 
Offers 15 25% 
Quality 27 45% 
Brands 9 15% 
Total  60 100% 
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8. How do you rate the pricing of products at Big Bazaar? 

Table No: 8 
 
 

Particulars No. of Respondents Percentage 

Expensive 8 13% 

Competitive 21 35% 

Affordable 18 30% 

Reasonable 13 22% 

Total 60 100% 

 
 
 

 
 
 

Interpretation: From the above table, 35% of respondents rated the pricing of 

products is competitive and 30% of respondents rated the prices are affordable, 22% 

of respondents rated the prices are reasonable and 13% of respondents rated the 

prices are expensive. 
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9. Why do you prefer to shop in Big Bazaar? 
Table No: 9 

 
Particulars No. of Respondents Percentage 

Availability of adequate stock 9 15% 

Convenience of location and timing 8 13% 

Offers and discounts 36 60% 

Variety of products 7 12% 

Total  60 100% 

 
 

 
 

 
 

Interpretation: From the above, 60% of respondents preferred to shop at Big Bazaar 

for offers and discounts, 15% of respondents for availability of adequate stock, 13% 

of respondents for convenience of location and timing, 12% of respondents for 

variety of products. 
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10. Can you pick up your product by your own? 

Table No: 10 
 

Particulars No. of Respondents Percentage 

Always  37 62% 

Sometimes 18 30% 

Never  5 8% 

Total  60 100% 

 
 
 

 
 

 
 

Interpretation:In the above chart,62% of respondents are always picking their 

products by own and 38% of respondents are picking products sometimes.  
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11. Do you refer anyone to shop at Big Bazaar? 

Table No: 11 
 

Particulars No. of Respondents Percentage 

Yes 55 92% 

No 5 8% 

Total  60 100% 

 
 
 
 

 
 
 
 

Interpretation: In the above chart, 92% of respondents suggest anyone to shop at 

Big Bazaar and 8% of respondents don’t want to suggest to shop at Big Bazaar. 
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12. Mention your satisfaction level for product varieties. 
Table No: 12 

 
 

Particulars No. of Respondents Percentage 

Highly satisfied 13 22% 

Satisfied 35 58% 

Neither satisfied nor dissatisfied 7 11% 

Dissatisfied 4 7% 

Highly dissatisfied 1 2% 

Total  60 100 

 
 
 

 
 
 
 
 

Interpretation:From the above chart, 80% of respondents are satisfied to product 

varieties at Big Bazaar and 20% of respondents are not satisfied at Big Bazaar. 
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13. Mention your satisfaction level for Prices in Big Bazaar. 
Table No: 13 

 

Particulars No. of Respondents Percentage 
Highly satisfied 11 18% 

Satisfied 27 45% 

Neither satisfied nor dissatisfied 10 17% 

Dissatisfied 6 10% 

Highly dissatisfied 6 10% 

Total  60 100 

 
 
 

 
 
 

Interpretation:From the above chart, 63% of respondents are satisfied about prices 

of products and 37% of respondents are not satisfied about prices of products at Big 

Bazaar. 
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14. Mention your satisfaction level for billing operations at Big 
Bazaar. 
Table No: 14 

 

Particulars No. of Respondents Percentage 
Highly satisfied 4 7% 

Satisfied 7 12% 

Neither satisfied nor dissatisfied 22 36% 

Dissatisfied 24 40% 

Highly dissatisfied 3 5% 

Total  60 100 

 

 

 

 

Interpretation:From the above chart,81% of respondents are not satisfied at billing 

operations and 19% of respondents are satisfied at Big Bazaar. 
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15. How is your experience regarding services provided within the Big 
Bazaar? 
Table No: 15 

 

Particulars No. of Respondents Percentage 
Highly satisfied 20 34% 

Satisfied 35 58% 

Neither satisfied nor dissatisfied 2 3% 

Dissatisfied 2 3% 

Highly dissatisfied 1 2% 

Total  60 100 

 

 

 

 

Interpretation: From the above table,92% of respondents are satisfied with spatial 

convenience within Big Bazaar and 8% of respondents are not satisfied. 
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16. How is your overall experience in Big Bazaar? 
Table No: 16 

 
Particulars No. of Respondents Percentage 

Excellent 12 20% 

Good 45 75% 

Average 3 5% 

Total  60 100% 

 

 

 
 
 
 

Interpretation: From the above chart, 95% of respondents have good experience in 

Big Bazaar and 5% of respondents have Average experience. 
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CHAPTER: VI 

FINDINGS AND SUGGESTIONS 

                                                      CONCLUSIONS 
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Findings: 

 Majority of the respondents agreed the toppers are clearly presented through 

display in Big Bazaar. 

 Half of the respondents give their negative responses on billing speed. 

 Most of the respondents rated the prices are competitive and affordable. 

 Half of the respondents prefer Big Bazaar for Offers and Discounts. 

 Promotional tour used by the Big Bazaar was visual merchandising. 

 Promotional offers are satisfactory compared to other retail stores as per the 

customers. 
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Suggestions: 

 Billing counters should be increase to avoid time consuming and may provide 

fast billing section for below 10 products.  

 Innovative packaging can give an advantage over competitors. 

 Parking facility should improve and floors of store should be change. 

 Company can start new branch at potential area. 

 Innovative efforts must be launched to improve the position through better 

marketing strategies. 
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Conclusion: 

The main reason behind this project was to find out the behavior of the consumer 

buying behavior while shopping at mall because most of the population surveyed 

preferred to shop at malls and how day by day the consumer’s demands are increasing 

and through this project I came to know that what are the various behavior of a typical 

customer who shops at mall. 

             Understanding the consumer buying behavior process is very important for a 

company to win the market. From the present study it is observed that most of the 

customers buying products by the influence of just observing people and other factors. 
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Questionnaire 

Name of the store: Big Bazaar                                    Location: VIJAYAWADA 

Name of the customer:                                                  Age: 

1. How do you come to know about Big Bazaar? 

        a. Advertisement                                   b. Colleagues references 

        c. Friends/ Relatives references            d. Others 

2. How frequently do you visit Big Bazaar? 

        a. Very frequently                                 b. Frequently 

        c. Sometimes                                         d. Never  

3. What comes to your mind when you think about Big Bazaar? 

        a. Discount                                             b. Product 

        c. Variety                                               d. Brand                       e. Quality 

4. What is the main purpose of purchase? 

        a. Personal Consumption                      b. To gift                     e. Others 

5. Do you find specific brand that you look in the Big Bazaar? 

        a. Agree                                                 b. Disagree 

6. Do you find specific brand that you look in the Big Bazaar? 

        a. Frequently                                          b. Sometimes              e. Never 

7. Which category of products do you buy most at Big Bazaar? 

        a. Food items                                          b. Grocery 

        c. Fashion                                               d. Electronic goods 

8. Give your preferences to purchase at Big Bazaar. 

       a. Reasonable Prices                               b. Offers 

       c. Quality                                                d. Brands 
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9. How do you rate the pricing of products at Big Bazaar? 

       a. Expensive                                            b. Competitive 

       c. Affordable                                           d. Reasonable 

10. Why do you prefer to shop in Big Bazaar? 

       a. Availability of adequate stock 

       b. Convenience of location and timing 

       c. Offers and discounts 

       d. Variety of products 

11. Can you pick up your product by your own? 

       a. Always                                            b. Sometimes                  c. Never 

12. How is your overall experience in Big Bazaar? 

       a. Excellent                                        b. Good                            c. Poor 

13. Do you refer anyone to shop at Big Bazaar? 

        a. Yes                                                b. No 

14. Mention your satisfaction level for Product varieties. 

        a. Highly satisfied                                   b. Satisfied 

        c. Neither satisfied nor dissatisfied         d. Dissatisfied       e. Highly dissatisfied 

15. Mention your satisfaction level for Prices. 

        a. Highly satisfied                                   b. Satisfied 

        c. Neither satisfied nor dissatisfied         d. Dissatisfied       e. Highly dissatisfied 

 16. Mention your satisfaction level for billing operations. 

        a. Highly satisfied                                   b. Satisfied 

        c. Neither satisfied nor dissatisfied         d. Dissatisfied       e. Highly dissatisfied 
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17. Mention satisfaction for Location Convenience. 

         a. Highly satisfied                                   b. Satisfied 

        c. Neither satisfied nor dissatisfied         d. Dissatisfied       e. Highly dissatisfied 

18. What is your opinion about spatial convenience within Big Bazaar? 

         a. Highly satisfied                                   b. Satisfied 

        c. Neither satisfied nor dissatisfied         d. Dissatisfied       e. Highly dissatisfied 
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INTRODUCTION 
 RATIO ANALYSIS 

 
o Ratio Analysis: 

Ratio analysis is a widely used tools of financial analysis the term Ratio refers to the numerical 

or quantitative relationship between two items or variables. In financial analysis, a ratio is used 

as an index for evaluating the financial position of the concern. So, ratio is defined as 

quantitative relationship between two or more items of the financial statements connected with 

each other. 

 Financial statements are the basis for decision making by the management as well as all other 

outsiders who are interested in the affairs of the firm such as investors, creditors, customers, 

suppliers, financial institutions, and employees, potential investors, Government and the general 

public. The analysis and interpretation of financial statements depend upon the nature and type 

of information available in these statements. Financial statements are prepared primarily for 

decision-making. They play a dominant role in setting the frame work of managerial decision. 

But the information provided in the financial statements is not an end in itself as no meaningful 

conclusions can be drawn from these statements alone. However, the information provided in the 

financial statements is of immense use in making decisions through analysis and interpretation of 

financial statements. Financial analysis is the process of identifying ‘the financial strengths and 

weaknesses of the firm by properly establishing relationship between the items of the balance 

sheet and the profit and loss account. 

The purpose of financial analysis is to diagnose the information contained in financial statements 

so as to judge the profitability and financial soundness of the firm; Just like a doctor examines 

his patient by recording his body temperature, blood pressure, etc. before making his conclusion 

regarding the illness the before giving his treatment, a financial analyst analyse the financial 

statements with various tools of analysis before commenting upon the financial health or 

weakness of a enterprise. The analysis and interpretation of financial statement is essential to 

bring out the mystery behind thfigures in financial statements. Financial statements data so that 

forecast may be made of the future earning, ability to pay interest and debt maturities (both 

current and long-term) and profitability of a sound divined policy. 
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Definition: 

 

 “Analyzing financial statements”, according to Metcalf and Titard, “is a process of evaluating 

the relationship between component parts of a financial statements to obtain a better 

understanding of a company position and performance.” 
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Classification of ratio 

 

 Profitability ratio: Profitability ratio as a matter of fact, best indicators of overall efficiency 

of the business concern because they compare return on value over and above the values put 

into a business with sale or service carried on by the enterprise with the help of assets 

employed. 

 

A) On the basis sales 

B) On the basis of investment 

 

A) On the Basis of Sales: These ratios are calculated on the basis of sale. If business does not 

earn adequate profit on sales then owners will not able to get reasonable return on 

investments and also difficult to pay operating expenses. Ratio relating to sales are as 

under: 

 

a) Gross profit Ratio 

b) Net Profit Ratio 

c) Operating Ratio 

d) Operating Profit Ratio 

e) Expenses Ratio 

 

B) On the Basis of Investment: The ratios calculate on the basis of investment. It measures 

the Profitability of the firm with reference to employed by the firm. Such ratio is called return 

on investments (ROI). Ratio relating to investment are as under: 
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a) Return on Investments 

b) Return on Total Assets 

c) Return on Share Holders Funds 

d) Return on Equity Share Holders Funds 

e) Earnings per Share 

f) Price Earnings Ratio 

 

 Activity / Turnover Ratio: The turnover ratio or turnover rate is the percentage of a mutual 

fund or other portfolio’s holdings that have been replaced in a given year (calendar year or 

whatever 12-month period represents the fund’s fiscal year). 

 Liquidity ratio: Liquidity ratios provide test to measure the ability of the corporation to 

covert's short-term obligations out of its short-term resources. 

 Leverage / Solvency ratio: Solvency ratio is one of the various ratios used to measure the 

ability of a company to meet its long-term debts. Moreover, the solvency rate quantifies the size 

of a company's after-tax income, not counting non-cash depreciation expense, as contrasted to 

the total debt obligations of the firm. 
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1.2 Need of the study: 

 

Ratio analysis is a technique of analyzing the financial information contained in the balance 

sheet and profit and loss account for more meaningful understanding of the financial position and 

performance of the company. The analysis is very useful for both the inside and outside. In 

financial analysis, a ratio is used as the index yardstick for evaluating the financial position and 

performance of a firm. The study is also beneficial to employees and offer motivation by 

showing how actively they are contributing for company growth in the current scenario. 
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1.3 Objectives of the study: 

 

1. To evaluate the financial performance of the "South Central Railway Division of Vijayawada"  

organisation over the last three years. 

2. To examine to analys  the efficiency in the way firm utilized its assets. 

3. To measure the profit generating capacity of the organisation. 

4. To draw conclusion and suggest suitable measures to overcome the problems if any to 

improve its performance. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 
 

7 

 

 

 

 

1.4 Methodology: 

 

Methodology describes the method of achieving the objectives through collection of the 

collection data. The data collected can be either primary or secondary. 

The above information is carried on with the co-operation of the management of South-Central 

railway, who permitted me to carry on the study to provide with the requisite data. 

 

Primary Data: The primary Data comprises data obtained through detailed discussions with 

managers and from the meeting with officials, staff and workers of the particular company 

during the period to arrive at certain conclusion about the study. 

Secondary Data: 

 Annual report of the company from 2016 - 19 

 Financial statement of the company 

 Collecting the relevant information from standard text books and financial magazines. 

 Required information collected through internet. 
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1.5 Scope of the study: 

 

The study is to South Central Railway, Vijayawada. It is a span of 3 years i.e. . From 2016-17 to 

2018-19, the study is based on the quantitative data available. The study was at South Central 

Railway, Division of Vijayawada for a period of 45 days. 
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1.6 Limitations of the study: 

 

•  The study is a limited to a period of 6 weeks. 

•  The ratio analysis is the only tool used for evaluating the financial performance of the firm. 

•  The study is based on the information provided by the company. 

•  The study is based on only the past records. 
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INDUSTRY PROFILE 

 

INDIAN RAILWAYS: 

 
Railways were first introduced to India in 1853. By 1947, the year of India's 

independence, there were forty-two rail systems. In 1951 the systems were nationalized as one 

unit, becoming one of the largest networks in the world. IR operates both long distance and 

suburban rail systems on a multi-gauge network of broad, meter and narrow gauges. It also 

owns locomotive and coach production facilities. 

 
 The introduction of Railways in our country has taken place at the juncture when the 

transportation system in our country was primitive with the introduction of Railways the 

transportation system and it changed a lot. It was in 16th April, 1953. First train was steamed of 

from Bombay to Thana, at a stretch of 34 Kms. At present it is having a route length of 62.915 

Kms. Indian Railways is not only the biggest public sector undertaking in the country but also 

the biggest utility concern. "Indian Railway" is largest in Asia and fourth in the world. 

 Since its introduction the "Indian Railway" is still continuing to be the predominant in 

Transportation. In the initial stages the administrative control of Railways in India was in the 

hands of the public works departments. But in 1903, the Robertson committee recommended for 

separate board for the Railways. This Board come into begin in February 1905 with authority to 

manage the Railways of India on the basis of Commercial principles. 

 The Board was initially in the hands of Ministry of Commerce and Industry but was late 

transferred to Ministry of Transport and communications. After Independence, the Railways are 

under the direct control of the Ministry of Railways assisted by the Railway Board in the matter 

of policy and decision making. For administrative convenience the Railways, Board re divided 

in 16 zones. Every zone is headed by a "General Manager" the zones the further divided in to 

different divisions and various departments for the better management. 

 The Indian Railways is the principal mode of transport in our country. In 150  

 

years of its existences it has successfully adopted to the charging need of Transportation of 

http://en.wikipedia.org/wiki/Independence_of_India
http://en.wikipedia.org/wiki/Independence_of_India
http://en.wikipedia.org/wiki/Dual_gauge
http://en.wikipedia.org/wiki/Indian_gauge
http://en.wikipedia.org/wiki/Metre_gauge
http://en.wikipedia.org/wiki/Narrow_gauge_railway
http://en.wikipedia.org/wiki/Rail_gauge
http://en.wikipedia.org/wiki/Locomotive
http://en.wikipedia.org/wiki/Coach_%28rail%29
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goods and passengers in the country. Every year Indian Railway carries over 11 million 

passengers per day and lifted more than a million tons of freight traffic daily on network spread 

over 62,915 route Kms covering 7,068 stations. 

The railways networks consist of Board gauge and Narrow gauges totaling a length of 1, 

08,336 track Kms.  

 

RAILWAY ADMINISTRATION: 

The Ministry of Railway functions under the guidance of the minister of Railways, 

assisted by the Minister of State for Railways. The day-to-day affairs and formulation of policy 

are managed by the Railway Board comprising of a Chairman, five other function members and 

a financial commissioner. The chairman of the Railway Board is the ex-officio Principal 

Secretary and each of the other fine functional members is the ex-officio Secretaries to the 

Government of India. 

 

HISTORY AND ORGNISATION OF RAILWAYS- 

INDIAN RAILWAYS: NATION'S LIFE LINE: Indian  Railways have continuously 

influenced the social, economic, cultural and political life of the people.  Some of the important 

aspects of this influence are increased mobility of the common man, bringing together people 

from all castes, communities and religions, growth trade and commerce development of 

industries, equalizing price line, urbanization, employment generation, rural development, help 

in spread of education, contribution to national exchequer, influence on literature, poetry, music 

files etc., Thus, Railways have become Nation's life line. 

 

The biggest organization: 

 Indian Railways are the biggest organization our country with 14.12 lakhs of employees, 

63,332 route kilometers traversing from Okha to Murkong Selekand Udhampur to 

Kanyakumari, 6,974 Railway stations, a fletch of 8,025 locomotives, 50,080 passenger and 

other coaches. 2, 07,176 goods wagons, carrying 5,725 million originating passenger traffic and 

682.4 million metric tons of originating goods traffic. If has a total investment of 1,12,180.41 

crore rupees. 
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RAILWAY'S MANAGEMENT: 

 Initially, the Board of Directors in England had an agent in India for supervision and 

control over the companies. The Government appointed advisory engineers and auditors.  In 

1855, Railways were placed under Public Works Department. A railway branch was organized 

under PWD in 1869 and a State Railway Directorate in 1874.  Ultimately, the Railway Board 

was organized in 1905. The separate Ministry of Railways was formed after independence. 

RAILWAY BOARD: 

 Railway Board is the apex executive body which administers, directs ad supervised the 

functioning of the Railway system. The Board functions under the Minister for Railways and is 

headed by the Chairman, who is equivalent to Principal Secretary to Government of India. The 

other members are (1) Financial Commissioner, (2) Member Staff, (3) Member Traffic, (4) 

Member Mechanical, (5) Member Engineering and (6) Member Electrical.  The Board has 

several directorates.  Major directorates are headed by an Advisor. Health Services and Railway 

protection force (RPF) directorates have Director Generals. They are assisted by Executive 

Directors, Directors, Joint Directors etc. 

 

ZONAL RAILWAYS: 

 The Indian Railways were divided into 09 zones. 

--------------------------------------------------------------------------------------------------- 

Name of Railways Formed   on          HQ  Route Kms. 

--------------------------------------------------------------------------------------------------- 

Southern Railway             14.04.1951                  Chennai                    5,210  

Central Railway              05.11.1951               Mumbai CST               3,832  

Western Railway             05.11.1951     Mumbai CG                6,533 

Eastern Railway             14.04.1952     Kolkata                2,412 

Northern Railway             14.04.1952 New   Delhi               6,910 

North Eastern Railway             14.04.1952 Gorakhpur                       3,402 

South Eastern Railway               01.08.1955 Kolkata                 2,614 

North Eastern Frontier               15.01.1958                      Malegaon                         3,766 

Railway                                 

South Central Railway               02.10.2002              Secunderabad                   5,743 
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North Western Railway              01.10.2002   Jaipur                             5,452 

East Central Railway              01.10.2002               Hajipur               3,439 

East Coast Railway              01.04.2003               Bhubaneswar               2,431 

South Western Railway              01.04.2003   Hubli                3,111 

West Central Railway  01.04.2003           Jabalpur               2,965 

North Central Railway    01.04.2003  Allahabad               3,080 

South East Central Railway 01.04.2003  Ballarpur               2,432 

 Each zonal railway is controlled by a General Manager.  The General Manager is assisted 

by Principle HOD namely Addl.GM, Sr.Dy.GM, Financial Advisor and Chief Accounts Officer, 

Chief Engineer, Chief Mechanical Engineer, Chief Operating Manager, Chief Commercial 

Manager, Chief Electrical Engineer, Chief Signal & Telecommunications Engineer, Controller 

of Stores, Chief Personnel Officer, Chief Medical Officer and Chief Security Commissioner. 

 
SOUTH CENTRAL RAILWAY: 
 
South Central Railway was formed on 2nd October, 1966 as the 9th zone of the Indian 

Railways. In its forty plus years of committed service and path breaking progress, South Central 

Railway has grown to a modern system of mass transportation fulfilling the aspirations of the 

passengers/customers and carved a niche for itself in Indian Railways. 

 

It's reliable and comfortable Passenger Services for long and short distance travel by way 

introducing many superfast and intercity trains helps transform the society by catering to their 

personal, business, educational and tourism purposes. 

 

Divisions of Southern Railway and Sholapur and Secunderabad Divisions of Central 

Railway were carved out and merged into a new Zone. Subsequently, Guntakal Division of 

Southern Railway was merged with South Central Railway on 02-10-1977 and Sholapur 

Division was remerged with Central Railway. Secunderabad Division was split into two 

Divisions viz. Secunderabad and Hyderabad on 17-02-1978. Following reorganization of zones 

and Divisions with effect from 01-04-2003, two new Divisions viz., Guntur and Nanded were 

operationalized duly transferring Hubli Division to newly formed South Western Railway. 
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Presently S.C. Railway has 6 Divisions, viz, Secunderabad, Hyderabad, Vijayawada, Guntakal, 

Guntur and Nanded. South Central Railway predominantly serves the state of Andhra Pradesh 

and Maharashtra and to a limited extent, portions of Karnataka, Tamil Nadu & Madhya Pradesh 

states. 

 

 

            Number of Divisions              06 
            Number of States Covered              05 

Number of Stations 689 

Originating Earnings 2012-13 (`in crores) 
   10109.03 

Apportioned Earnings 2012-13 (`in crores) 
  11677.30 

No. of Originating Passengers 2012-13 (in millions) 
    386.790 

Originating Loading 2012-13 (in million Tonnes) 
    111.259 

Operating Ratio   2012-13 
        79.11 

Number of passenger Trains run daily: 693 

Mail / Express trains 228 

Passenger Trains 347 

MMTS Trains 118 

 
 
    

 
State-wise Route Kilo meterage: 
State BG MG Total 
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Andhra Pradesh 4348.440 0 4348.440 

Maharashtra 1010.070 105.750 1115.820 
Karnataka 268.690 0 268.690 
Madhya Pradesh 0 70.180 70.180 
Tamilnadu 6.860 0 6.860 
    
Total 5634.060 175.930 5809.990 

 

VIJAYAWADA DIVISION 

 

The Vijayawada Junction is the busiest station of SOUTH-CENTRAL RAILWAY. Since its 

inception, SC Railway laid 342.805 Rkm of new lines, converted 2676.19 Rkm from MG to BG 

and carried out a doubling of track on 1272.453 Rkm, constructed many major river bridges 

including the engineering marvels Viz., II Godavari Bridge and III Godavari Bridges at 

Rajahmundry. 

Towards customer satisfaction, it had established the Computerized Passenger 

Reservation Systems at 85 Stations/locations and offer reservations for any train from any 

station in the Country. For gaining efficiency in freight operations, SCR established Freight 

Operations Information System (FOIS) in its jurisdiction and has already introduced Rack 

Management Systems at 23 Stations and Terminal Management System at 31 stations. 

It's Passenger and Freight performance has met with stupendous leaps forward. The 

freight loading which was only 9.00 million tons in the year of its inception, 1966, has seen a 

quantum jump and touched 44.79 Million tons in the financial year 2003-2004. Passenger 

transport too has met with tremendous growth touching 195.65 million in the year 2003-2004 

as against 50 million in the year of inception and the gross earnings from Rs. 58.00 Cr. to 

3683.00 Cr in the fiscal year 2003-2004. 

 
RAILWAY PROTECTION FORCE 
 

The Railway Protection Force has emerged from a turmoil of systems; there being as 

many forms of its existence and as many modes of functioning as there were railway 
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Companies in British India for imparting the set-up a uniformity of working, the RPF Rules 

were enacted in 1959 and RPF Regulations published in 1966. In the same year, some limited 

powers to apprehend and prosecute offenders involved in railway property were conferred on 

the Force by enacting the railway Property (Unlawful Possession) Act, 1966. Primarily RPF has 

been entrusted with responsibility of the safety of Railway property. But, while the provisions 

of RPF Act were soon found wanting for the maintenance of an effective and disciplined Force, 

the RPF Rules and Regulations too were found judicially unsound. The RPF Act, 1957 was 

accordingly modified by Parliament vide Act No.60 of 1985 on 20 September 1985 for the 

constitution and maintenance of the Force as an armed force of the Union. 

The Committee recommended that since policing on the railways is the constitutional 

responsibility of the State Governments, certain matters relating to the security of railway 

passengers could be segregated from the policing functions and be given to the Railway 

Protection Force. 

The Committee also recommended that the Railway Protection Force may be given the 

following additional duties relating to security of passengers: 

The Railway Ministry accepted the above recommendations of the Committee. 

Accordingly, RPF by an amendment of the Railways Act/RPF Act has been empowered to deal 

with the offences, which directly relate to the functioning of the Railways, as the Police, being 

preoccupied with the law and order duties, have little time for these minor offences. It was 

against this backdrop that the RPF Act and The Railways Act have been amended. The main 

purpose is to supplement the efforts of the State Governments to reinforce the security of the 

passengers and the passenger areas on Indian Railways. For giving these additional 

responsibilities to the Railway Protection Force, the Railway Protection Force Act, 1957was 

again modified by Parliament vide act No.52 of 2003 on 23rd December-2003 for providing 

more legal powers to RPF to provide better protection to Railway Property, Passenger area and 

Passengers. In view of latest amendment RPF is entrusted with following duties:- 

1. Escorting of passenger trains in vulnerable areas. 
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2. Providing access control, regulation and general security on the platforms, in passenger areas and 

circulating areas. 

3. Further, it was felt that for effectively dealing with the cases under the Railways Act, the 

Railway Protection Force should be empowered to enquire and to launch prosecution against 

the persons committing offences under the Railways Act and accordingly the Railway Act has 

been amended to empower RPF to investigate and prosecute in offences covered under the Act. 

4. Railway Protection Force will be legally enabled to provide protection and safeguard to the 

passenger and his luggage, which will ensure better Passenger Facilitation. 

5. Access control to stations can be regulated in a more effective way and general security on the 

platforms in passenger area and circulation area will get reinforced 

6. Empowerment under The Railways Act will ensure more smooth train operations since many 

sections of The Railways Act aim at hassle-free train operations. 

7. Entrusting of new responsibilities to RPF would mean optimum utilization of human resources. 

8. Railway Protection Force will be able to take steps for prevention of any cognizable offence 

against the passengers and will also be legally empowered to apprehend any person who is 

involved in such offences. 

With the introduction of amendment in RPF and Railways Act, RPF has been vested with 

the powers to investigate in Railways Act cases. RPF has accepted the challenge and 1286 

important passenger trains have been provided with RPF escorts over Indian Railways. 

 
PARTICULARS OF ORGANIZATION, FUNCTION AND DUTIES 
 

Railway Protection Force is constituted and maintained by the Central Government as an 

Armed Force of the Union for the better protection and security of Railway property. This Force 

is constituted as per Section - 3 of RPF Act, 1957 (Amended 1985 & 2003). 

 

 
Organizational set up of zonal railway: 
 

1. For the purposes of the act, a unit of the force shall be distributed over each zonal railway 

including railway establishments and other railway areas served by that zonal railway. 

 

2. The head of the Security Department in each zonal railway shall be a Chief Security 
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Commissioner and the entire unit of the Force posted on that Railway (including railway 

establishments located on that railway) shall be under his command, supervision and 

administration.  

 

3. A Chief Security Commissioner shall be assisted at his headquarters (hereinafter referred 

to as the Security Commissioner) by such number of Superior officers and enrolled members of 

the Force as may be appointed from time to time to look after the work of administration 

including personnel matters, crime and special intelligence, fire, prosecution, stores, reserve 

companies, training and claims prevention.  

 
 
ORGANIZATIONAL SETUP OF ZONAL RAILWAYS 
 

• The head of the Security Department in each zonal railway shall be a Chief Security 

Commissioner and the entire unit of the Force posted on that Railway (including railway 

establishments located on that railway) shall be under his command, supervision and 

administration.  

 

• A Chief Security Commissioner shall be assisted at his headquarters (hereinafter referred 

to as the Security Commissioner) by such number of Superior officers and enrolled members of 

the Force as may be appointed from time to time to look after the work of administration 

including personnel matters, crime and special intelligence, fire, prosecution, stores, reserve 

companies, training and claims prevention.  

 

• The head of the Security Department in each zonal railway shall be a Chief Security 

Commissioner and the entire unit of the Force posted on that Railway (including railway 

establishments located on that railway) shall be under his command, supervision and 

administration. 

• A Chief Security Commissioner shall be assisted at his headquarters (hereinafter referred 

to as the Security Commissioner) by such number of Superior officers and enrolled members of 

the Force as may be appointed from time to time to look after the work of administration 

including personnel matters, crime and special intelligence, fire, prosecution, stores, reserve 
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companies, training and claims prevention. 

 

 
ORGANIZATIONAL SET UP IN THE DIVISION 
 

1 The Force on each zonal railway shall be further distributed over division's railway 

establishments. 

 

2 Each division or railway establishment shall be headed BY A divisional Security Commissioner, 

who shall be assisted by such number of other superior officers and enrolled members of the 

Force as may be appointed from time to time.  

 

3 For operational purposes, a division may be divided in to sub-divisions each under the charge of 

a superior officer.  

 

4 A division or sub-division shall consist of one or more static posts and mobile companies 

organized in the manner specified in sub-rules (2) and (3) or rule 17 

 

5 Each Post or a company shall be under the charge of an officer not below the rank of an 

Inspector who may be assisted by such number of enrolled members of the Force as may be 

determined from time to time by the Chief Security Commissioner.  

 

6 A static post or a mobile company may have one or more out-posts or detachments attached to it, 

each headed by an officer not below the rank of sub-Inspector and comprising of such number 

of other enrolled members of the Force as may be determined by the Chief Security 

Commissioner. 

 

7 A fire station shall be headed by an officer nor below the rank of a sub inspector and consists of 

such number of other enrolled numbers of the force as may be appointed from time to time for 

firefighting and fire prevention. 

 
 
BRANCHES OF THE FORCE ON A ZONAL RAILWAY 
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1. Force deployed on each zonal railway shall consists of the following three branches, 

namely: -  

(i) Executive Brach 

(ii) Prosecution Branch, and  

(iii) Fire service branch  

 

 

 

2. These branches shall consist of such number of superior officers and other enrolled 

members of the Force as may be determined by the Chief Security Commissioner with 

the approval of the Director-General.  

 

1. The enrolled members in the respective branches of the Force, who are under the     

administrative control of the Chief Security Commissioner shall from a separate cadre in 

each such branch for the purposes of fixation of seniority. 

 

2. No enrolled member of the Force shall be eligible for transfer from one branch to another 

except for filling up of vacancies of and below the rank of Assistant Sub-Inspector in the 

Prosecution branch:  

Provided that it is intended to transfer an enrolled member permanently from one branch 

to another, the approval of the Director-General Shall invariably obtained. 

 

Executive Branch: - 

 

1 The Executive Branch shall consist of five wings, namely: -  

(a) Static Wing  

(b)    Mobile Wing  

(c)    Crime Wing  

(d)    Special Wing  

(e)    Stores Wing 
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1 The static Wing shall be organized on a Post pattern comprising of such number or 

enrolled members of the Force as may be needed for ensuring better protection and security of 

railway property and combating crimes against it.  

 

2 The Mobile Wing, organized Wing, organized on such company pattern as may be 

decided by the Chief Security Commissioner concerned, shall preliminarily perform the duties 

other than those required to be performed by the static wing under sub-rule 2, especially those 

having inter post ramifications. 

 

3 Crime Wing shall function as a specified squad for collection and collation of 

information pertaining to criminals prying on railway property detection of crime, inquiries into 

difficult cases having wider ramifications arrest of criminals and their prosecution. The chief 

security commissioner may attach some enrolled members of the force working in this wing of 

his security commissariat as also the dog squad and handlers to each division. Control over such 

staff shall be shared functionally between the division and the security commissariat as may be 

ordered by chief security commissioner. 

 

4 The Chief Security Commissioner may deploy enrolled members of the Force working in 

special Wing of his Security Commissariat in the divisions for collection of intelligence 

affecting the security and functioning of the railways. All the members of the branch shall 

function directly under the control of the Chief Security Commissioner through the immediate 

supervision and control of a superior officer in charge of Special Wing at his commissariat. 

Intelligence requiring immediate attention and action of the part of the division shall be passed 

on directly to the Divisional Security Commissioner by the unit deployed in that division.  

 

5 The Stored Wing shall look after and cater to the requirements of the Force for uniform 

accoutrements, arms, ammunition, equipment and other stores items. This Wing shall also 

arrange for condemnation of unserviceable articles and their disposal. The Chief Security 

Commissioner may attach some enrolled members of the Force working in this Wing to each 

division who may work under the control of the Divisional Security Commissioner 
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Prosecution Branch 
 
1 The Prosecution branch on each zonal railway shall have a separate cadre of Inspectors 

and Sub-Inspectors who are appointed as public Prosecutors and Assistant Public Prosecutors 

respectively.  

 

2 Other members of the branch shall be drawn from Executive branch where they  

  retain their respective seniority of their parent cadre while posted in this branch.  

 

3 The Chief Security Commissioner may attach enrolled members of the Force working in 

the Prosecution branch with the divisions. Control over the staff shall be shared functionally 

between the division and the Security Commissariat may be ordered by the Chief Security 

Commissioner.  

 
 

Security Control Room: 
 

2 A Security Control Room shall be set-up at the headquarters of the Director- General,    

Chief Security Commissioner and the Divisional Security Commissioner.  

 

3 It shall function round the clock and be manned by such members of the Force as may be 

appointed to it from time to time 

 

4 All information necessary for exercising constant vigil on the incidences and patter of 

crime and the areas endemic to such crime are for any other our purpose shall be promptly 

corrected by the security control  room and swiftly disseminated to the authorities specified in 

this be half on the respective functionaries listed in sub rule (1) above.  
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FUNCTIONS AND DUTIES OF ENROLLED MEMBER OF THE FORCE 
 

1. The primary functions of the enrolled members of the Force shall be- 

(a) To protect and safeguard railway property, passenger & passenger area and to combat 

crime against it;  

(b) To do any other act conducive to better protection and security of railway property, 

passenger & passenger area;  

(c) To remove any obstruction in the movement of railway property or passenger area; and  

(d) To perform other functions of an armed force of the Union and to exercise powers of a 

railways servant as conferred by or under the Indian Railways Act, 1980.  

Other functions. 
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COMPANY PROFILE 

  

SOUTH CENTRAL RAILWAY ZONE 

    South Central Railway was formed on 02-10-1966 when Hubli and Vijayawada Divisions of 

Southern Railway and Sholapur and Secunderabad Divisions of Central Railway were carved out 

and merged into a new Zone. Subsequently, Guntakal Division of Southern Railway was merged 

with South Central Railway on 02-10-1977 and Sholapur Division was remerged with Central 

Railway.  Secunderabad Division was split into two Divisions viz. Secunderabad and Hyderabad 

on 17-02-1978. Following reorganization of zones and Divisions with effect from 01-04-2003, 

two new Divisions viz., Guntur and Nanded were operationalized duly transferring Hubli 

Division to newly formed South Western Railway. 

BRIEF HISTORY: 

 The first train in the world was run between Stockton and Darlington in England in 

1825. In 1844, R.M. Stephenson submitted a proposal to East India Company to start the 

Railway system in India and it was accepted. The first contract was given to East Indian 

Railway Company in 1849. Later, great Indian peninsular Railway Company and other 

companies were given similar contracts in different parts of India.  The first train ran on 

16th April 1853 from Porbunder to Thane followed by the second from Howrah to Hoogly 

on 15th August 1854. 

The development in Railways in India has passed through various phases which are broadly 

as under: 

   1) Guarantee System   -  1849 - 1869 

   2) State Construction   -  1869 - 1882 

   3) Modified Guarantee  -  1882 - 1924 
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   4) Nationalization   -                1924 - 1948 

   5) Integration and Regrouping -  1948 – 1951 

   6) Era of Planning   -             1951 onwards 

RAILWAY'S MANAGEMENT: 

 Initially, the Board of Directors in England had an agent in India for supervision and 

control over the companies. The Government appointed advisory engineers and auditors.  

In 1855, Railways were placed under Public Works Department. A railway branch was 

organized under PWD in 1869 and a State Railway Directorate in 1874.  Ultimately, the 

Railway Board was organized in 1905. The separate Ministry of Railways was formed after 

independence. 

RAILWAY BOARD: 

 Railway Board is the apex executive body which administers, directs ad supervised 

the functioning of the Railway system. The Board functions under the Minister for Railways 

and is headed by the Chairman, who is equivalent to Principal Secretary to Government of 

India. The other members are (1) Financial Commissioner, (2) Member Staff, (3) Member 

Traffic, (4) Member Mechanical, (5) Member Engineering and (6) Member Electrical.  The 

Board has several directorates.  Major directorates are headed by an Advisor. Health 

Services and RPF directorates have Director Generals. They are assisted by Executive 

Directors, Directors, Joint Directors etc. 

 

 

 

 

 

VISION 
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To be a leading organization in the field of development, redevelopment, operation and 

maintenance of railway stations with passenger amenities of international standards. 

 

MISSION 

 

To develop self-sustainable railway stations in the country with high standards of safety, 

comfort, user friendly passenger amenities, value added services and efficiency by adopting the 

best technological practices, sound financial strategy an optimum utilization of resources. 

Table - 1 

Particulars of gauge wise length of Railways lines in India.     

In additional zonal railways cited above the following production units and projects are 

functioning directly under the control of Railway Board. 

Integral Coach Factory -   Chennai 

Chittaranjan Loco Motive Works     -     Chittaranjan 

Diesel Locomotive Works      - Varanasi 

Rail Wheel Factory    - Bangalore 

Railway Coach Factory  - Kapurthala 

Diesel Loco Modernization Works  - Patiala 

 Rolling stock companies of Steam Engines diesel and electric & Diesel hydraulic 

Engines stationed at various loco sheds 

In Southern Railways, we have following the Diesel Shed & Electric Sheds.  
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 Erode Diesel Sheds, Golden Rock (Work Shop), Krishnarajpuram (Bangalore)  

 Electrical Shed  : Arakonam 

 South Central Railway : Kazipet, Guntakal, Moula-Ali 

 Electrical Shed: Vijayawada   , Lalaguda 

 Manufacturing units for diesel locomotives at Varanasi (Diesel Locomotive 

Workshop) for Electrical (Chittaranjan B7 Locomotives Workshop) and ICF for coaches 

(Integral Coach Factory), Kapurthala coaches manufacturing Railway Wheel factory at 

Bangalore. 

RAILWAY ADMINISTRATION: 

The Ministry of Railway functions under the guidance of the minister of Railways, assisted 

by the Minister of State for Railways. The day-to-day affairs and formulation of policy are 

managed by the Railway Board comprising of a Chairman, five other function members and 

a financial commissioner. The chairman of the Railway Board is the ex-officio Principal 

Secretary and each of the other fine functional members are the ex-officio Secretaries to 

the Government of India. 

 Divisions of South Railway 

Presently S.C. Railway has 6 Divisions, viz, Secunderabad, Hyderabad, Vijayawada, 

Guntakal, Guntur and Nanded.  South Central Railway predominantly serves the state of 

Andhra Pradesh, Telangana and Maharashtra and to a limited extent, portions of 

Karnataka, Tamil Nadu & Madhya Pradesh states. 
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2. Division-wise Route & Running Kilo meterage (as on 30-06-2012): 

 

Division 
Broad Gauge Meter Gauge Total 
Route Running Route Running Route Running 

Secunderabad 1490.859 2277.422 -- -- 1490.859 2277.422 
Vijayawada 958.926 1642.160 -- -- 958.926 1642.160 
Guntakal 1451.641 2123.861 -- -- 1451.641 2123.861 
Guntur 629.516 660.992 - -- 629.516 660.992 
Hyderabad 651.614 678.434 -- -- 651.614 678.434 
Nanded 809.865 825.805 175.930 175.930 985.795 1001.735 
Total 5992.421 8208.674 175.930 175.930 6168.351 8384.604 

3.  Division-wise Route & Running Kilo meterage (as on 31.03.2019): 

  
 

1. Number of Divisions 06 
2. Number of States covered 06 
3. Number of stations 704 
4. Originating Earnings 2016-17 (` in crores) 12140.69 
5. Apportioned Earnings 2016-17 (` in crores) 14583.73 
6. No.of Originating Passengers 2016-17 (in millions) 375.790 
7. Originating Loading 2016-17 (in million Tonnes) 96.83 
8. Operating Ratio 2016-17 86.36 
9. Punctuality 2016-17 (in percentage) 96 

10. Number of passenger Trains run daily: 

Mail/Express trains 
 
 Passenger Trains          

MMTS Trains 

736 

261  
 

357 
 

118 

11. Staff Strength 
Sanctions        Actual 

98,594       83,683 

Division BG MG Total 



 
 

29 

           

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Route Running Route Running Route Running 

Secunderabad 1551.352 2345.770 -- -- 1551.352 2345.770 

Vijayawada 964.212 1659.480 -- -- 964.212 1659.480 

Guntakal 1451.641 2145.400 -- -- 1451.641 2145.400 

Guntur 629.516 660.992 -- -- 629.516 660.992 

Hyderabad 651.614 678.434 -- -- 651.614 678.434 

Nanded 809.865 849.225 175.930 175.930 985.795 1025.155 

Total 6058.200 8339.301 175.930 175.930 6234.130 8515.231 
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4.  State-wise Route Kilo meterage (as on 31.03.2019): Broad Gauge / Meter Gauge: 

State BG MG Total 

% w.r.t. 

Total Track 
km 

Andhra Pradesh 2844.544 - 2844.544 45.628 

Telangana 1822.682 - 1822.682 29.237 

Maharashtra 996.945 105.750 1102.695 17.688 

Karnataka 387.169 - 387.169 6.210 

Madhya Pradesh - 70.180 70.180 1.125 

Tamilnadu 6.860 - 6.860 0.110 

Total 6058.200 175.930 6234.130  

 

(ii)     Single Line/Double Line/Triple Line: 

State Triple Line Double Line Single Line TOTAL 

Andhra Pradesh 6.760 1266.039 1571.745 2844.544 

Telangana 35.727 657.573 1129.382 1822.682 

Maharashtra - 78.190 1024.505 1102.695 

Karnataka - 189.960 197.209 387.169 

Madhya Pradesh - - 70.180 70.180 

Tamil Nadu - - 6.860 6.860 

Total 42.487 2191.762 3999.881 6234.130 
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5.      Electrified Lines (as on 31.10.2019): State Wise: 

State 
Route Km 

TOTAL 
Electrified Non-Electrified 

Andhra Pradesh 2344.808 582.180 2926.988 

Telangana 996.656 826.026 1822.682 

Maharashtra 73.320 1029.375 1102.695 

Karnataka 192.792 194.377 387.169 

Madhya Pradesh 0.000 70.180 70.180 

Tamil Nadu 6.860 0.000 6.860 

Total 3614.436 2702.138 6316.574 

 

 

Vijayawada railway division 

                    It was formed as one of the eight divisions in Southern Railway on 16 May 1956. 

After the formation of South Central Railway zone, the division was integrated into it on 2 

October 1966.[3] 

On 27 February 2019, this division was integrated with South Coast Railway 

zone with Visakhapatnam as its headquarters. 

The division is located completely in the state of Andhra Pradesh. It has a broad gauge route of 

957.23 km (594.80 mi) and a running track of 1,646.72 km (1,023.22 mi). It has a total 

electrified route of 733.25 km (455.62 mi) and a total track of 1,928 km (1,198 mi). The present 

Divisional Railway Manager is Srinivas. 

 

 

 

 

 

https://en.wikipedia.org/wiki/South_Central_Railway_zone
https://en.wikipedia.org/wiki/Vijayawada_railway_division#cite_note-division-3
https://en.wikipedia.org/wiki/South_Coast_Railway_zone
https://en.wikipedia.org/wiki/South_Coast_Railway_zone
https://en.wikipedia.org/wiki/Visakhapatnam
https://en.wikipedia.org/wiki/Broad_gauge
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Vijayawada Railway division 

Reporting mark BZA 

Locale Andhra Pradesh, India 

Dates of operation 16 May 1956 

(63 years ago)– 

Predecessor Southern Railways 

Track gauge 5 ft 6 in (1,676 mm) 

Previous gauge Metre 

Length 958.926 kilometers (595.849 mi) 

Headquarters Vijayawada 

Website www.scr.indianrailways.gov.in  

https://en.wikipedia.org/wiki/Reporting_mark
https://en.wikipedia.org/wiki/Andhra_Pradesh
https://en.wikipedia.org/wiki/India
https://en.wikipedia.org/wiki/Track_gauge
https://en.wikipedia.org/wiki/Vijayawada
http://www.scr.indianrailways.gov.in/
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The below table shows the revenue and serving traffic of both passenger and freight 
from 2017–18 financial year. 

 

 

 

 

 

 

 

 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Revenue 
(in million rupees) 2017–18 2018–19 

Freight 26465.0 39652.9 

Passenger 9823.4 10422.3 

Gross 
(includes sundry / 
other revenues) 

37480.5 51,370.0 
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Awards and achievements 

• The office of the Vijayawada Divisional Regional Manager was awarded the certified by 

the National Energy Conservation Award (NECA)-2013 based on the steps taken on energy 

efficiency. It also won 19 of 58 shields based on its performance in 2013. 

• During the 64th Railway week, the division was awarded General Manager's 

Efficiency and 11 other awards. 

• Vijayawada railway station was awarded Green Railway Stations Certificate by Indian 

Green Building Council (IGBC), which secured 71 points out of 100 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

THEORETICAL FREAMEWORK 
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The basis for financial analysis, planning and decision making is financial statements which 
mainly consist of balance sheet and profit and loss account he profit and loss account shows the 
operating activities of the concern and the balance sheet depicts the balance value of the acquired 
assets and of liabilities at a particular point of time. 
            However, the above statements do not disclose all of the necessary and relevant 
information. For the purpose of obtaining the material and relevant information necessary for 
ascertaining the financial strengths and weakness of an enterprise, it is necessary to analyse the 
data depicted in the financial statement. 
   The financial manager has certain analytical tool which help in financial analysis and planning. 
The main tools are Ratio analysis and cash flow analysis. We will discuss the ratio analysis. The 
term financial ratio can be explained by defining how it is calculated and what the objective of 
this calculation is. 
 

1. Calculation Basis 
• A relationship expressed in mathematical terms 
• Between two individual figures or group of figures 
• Connected with each other in some logical manner  
• And selected from financial statements of the concern 

 
2. Objective for Financial Ratios Is That All Stakeholders (Owners, Inventors, 

Lenders, Employees, Etc.) Can Draw Conclusions About The 
1. Performance (past, present and future) 
2. Strengths and weakness of the firm 
3. And can take decisions in relation to the firm 

 

The ratio analysis is based on the fact that a single accounting figure by itself may not 

communicate any meaningful information but when expressed as a relative to some other figure, 

it may definitely provide some significant information. 

              Ratio analysis is not just comparing different numbers from the balance sheet, income 

statement, and cash flow statement; it is comparing the number against previous years, other 

companies, the industry, or even the economy in general for the purpose of financial analysis. 

TYPES OF RATIOS 
 
The ratios can be classified into following four broad categories 
 
1. Liquidity ratios 
2. Leverage ratios 
3. Activity ratios 
4. Profitability ratios 
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• LIQUIDITY RATIOS 
The ability of the firm to meet its short-term payment commitments is called liquidity. Liquidity 

refers to ability of a concern to meet its current obligations as and when these become due. The 

short-term obligations are met by realizing amounts from current, floating or circulating asset. 

The current asset either be liquid or near liquidity. These should be convertible into cash for 

paying obligations of short-term nature. Short-term lenders and creditors of a business are very 

much interested to know its state of Liquidity becomes of their financial stake. Traditionally, two 

ratios are used to highlight the business liquidity. These are current ratio and quick ratio. Other 

ratios include cash ratio. 

 
a. CURRENT RATIO = CURRENT ASSETS/CURRENTLIABILITIES 

 
     The current ratio is one of the best-known measures of financial strength. The main 

question is that this ratio addresses is: Does your business have enough current assets to meet 

the payment schedule of its current debts with a margin of safety for possible losses in 

current assets? A generally accepted ratio is 2:1. But whether or not a specific ratio is 

satisfactory depends on the nature of the business and the characteristics of its current assets 

and liabilities. 

 
 
 

b. QUICK RATIO = QUICK ASSETS / CURRENT LIABILITIES 
 
The quick ratio is sometimes called acid test ratio and is one of the best measures of 

Liquidity. The quick ratio is much more conservative measure then the current ratio. It helps 

answer the question: If all sales revenues should disappear, could my business meet its 

current obligations with the readily convertible quick funds on hand?  

An acid test ratio of 1:1 is considered satisfactory unless the majority of quick assets are in 

accounts receivables, and the pattern of accounts receivables collection lags behind the 

schedule for paying current liabilities.  

 
c. ABSOLUTE CASH RATIO = ABSOLUTE LIQUID ASSETS / CURRENT 

LIABILITIES 
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The cash ratio measures the absolute liquidity of the business. This ratio considers only the 

absolute liquidity available with the firm. A subsequent innovation in ratio analysis, the 

absolute liquidity ratio eliminates any unknown surroundings receivables. The absolute 

liquidity ratio only tests short term liquidity in terms of cash and marketable securities. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

• LEVERAGE RATIOS 
 

                  Long term solvency and financial strength is indicated by capital structure ratio. 

These ratios signify the effect of various sources of finance. They also picture as to whether the 

firm is exposed to serious financial strain or is justified in the use of debt funds. The leverage 

ratios may be defined as those financial ratios which measures the long-term stability and 

structure of the firm. These ratios indicate the mix of funds provided by owners and lenders and 

assures the lenders of the long-term funds with regards to: 

1. Periodic payment of interest during the period of the loan  

2. Repayment of principal amount on maturity 

 

a. DEBT EQUITY RATIO = (DEBT / EQUITY CAPITAL) × 100 
 
     This ratio indicates the proportion of debt fund in relation to equity. This ratio is very 

often referred in capital structure decision as well as in the legislation dealing with the capital 

structure decisions. Lenders are also very keen to know this ratio since it shows relative 

weights of debt and equity. 
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b. PROPRIETARY RATIO = (EQUITY / TOTAL ASSETS) × 100 
 
Proprietary fund includes equity share capital, performance share capital, reserves and 

surplus exclude factitious assets. 

 

 

 

c. DEBT TOTAL ASSETS RATIO = (TOTAL DEBT / TOTAL ASSETS) × 100 
 
It is used to identify the proportion of debt in total assets. 
 

d. FIXED ASSETS TO NET WORTH RATIO = (FIXED ASSETS / NET WORTH) × 100  
 
It will identify the relation between fixed assets and shareholders fund. 

E. FIXED ASSETS TO LONG TERM FUND RATIO = (FIXED ASSETS / LONG TERM 
FUNDS) × 100 
 
It is used to identify the relationship between fixed assets and long-term funds. 

 
 

• ACTIVITY RATIOS / TURNOVER RATIOS 
 

The firm employs activity ratios, also referred to as turnover ratios or asset management ratios, 

measure how efficiently the assets. These indicate the ability of the firm to generate revenue per 

rupee of investment in its assets. These ratios are based on the relationship between the level of 

activity, represented by sales or cost of goods sold, and the investment in various assets viz., 

inventories, receivables, fixed assets, etc. The important turnover ratios are 

 
1 INVENTORY TURNOVER RATIO = COST OF GOODS SOLD / AVERAGE 

INVENTORY 
 

This ratio establishes the relationship between the cost of goods sold during the year and average 

inventory held during the year. Very often inventory turnover is calculated with cost of sales 

instead of sales. 

         The project of ratio analysis in the production concern is not merely work of the project, 

But a brief knowledge and experience of that how-to analysis the financial performance of the 

firm. The study undertaken has brought in to the light of the following conclusions. By proper 

analysis of the financial statements of South-Central Railway in Vijayawada. It is clear that the 
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SCR has been incurring profit during the period of study. So, the firm should focus on getting of 

study. So, the firm should focus on getting of improvement in the profits in the coming years by 

taking care both internal as well as external factors. 

                         In case firm sells good on credit, the realization of sales revenue is delayed and 

the receivables are created. The cash is realized from these receivables later on. The speed with 

which these receivables are collected affects the Liquidity position of the firm. 

 

2 CREDITORS TURNOVER RATIO = TOTAL PURCHASES / 
TOTALCREDITORS  
 
It is used to identify the total time taken for payment of creditors. 

 
 

• PROFITABILITY RATIOS  
 

These ratios ae basic indicators of the profitability of the firm. The operating efficiency of the 

firm and its ability to ensure adequate return to its shareholders depends ultimately on the profits 

earned by it. Profitability is measure of efficiency and the search for it provides an incentive to 

achieve efficiency. The profitability of the firm can be measured by its profitability ratios. The 

profitability results of the firm can be evaluated in terms of its earnings with reference to a given 

level of assets or sales or owners interest etc. 

 

 

 
 
 

1. GROSS PROFIT RATIO = (GROSS PROFIT/SALES) × 100 
 
 
        Gross profit ratio indicates the management ability in producing each unit of product. 

 
2. RETURN ON EQUITY = (PROFIT AFTER TAX / NET WORTH) × 100  

 
Return on equity measures the Profitability of equity funds inversed in the firm. This 

ratio reveals how Profitability of the owner's funds have been utilized by the firm. Return 

on equity is one of the most important indicators of a firm profitability and potential 

growth. 
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3. NET PROFIT RATIO = (NET PROFIT / SALES) × 100 

 
The net profit ratio is simply the after-tax profit of a company generates for each rupee of 

revenue. Net profit margin varies across industries, making it important to compare a 

potential investment against its competitors. 

 
3. EARNINGS PER SHARE = PROFIT AFTER TAX / NO OF EQUITY SHARES  

 
The Profitability of a firm from the point of view of ordinary shareholders can be 
measured in terms of number of equity shares. This is known as earnings per share. 
 

4. DIVIDEND PER SHARE = TOTAL DIVIDENT PAID BY COMPANY / NO OF 
EQUITY SHARES 
 
Earnings per share as stated above reflects the Profitability of firm per share; it does not 
reflect how much profit is paid as divided and how much is retained by the business. 
Divided per share ratio indicates the amount of profit distributed to shareholders per 
share. 
 

5. OPERATING RATIO = (COST OF GOODS SOLD / SALES) × 100 
 
The operating expenses ratio shows relationship between the sales and cost of goods sold 
other operating expenses. It indicates favorable amount of operating income to meet 
interest dividend. 
 

6. DIVIDED PAY OUT RATIO = EARNING PER SHARE / DIVIDEND PER 
SHARE  
 
It is used to identify the total payment of dividend from its earnings per share. 
 

7. INTEREST COVERAGE RATIO = EARNINGS BEFORE INTEREST& TAXES / 
EARNINGS BEFORE TAX 
 
It is used to identify the impact of interest payment on company earnings or profit. 
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DATA ANALYSIS 

 
CURRENT RATIO 
The current ratio is one of the best-known measures of financial strength. Current ratio is 
satisfactory it depends on the nature of business and the characteristics of its current assets and 
liabilities. 
 
CURRENT RATIO = CURRENT ASSETS / CURRENT LIABILITIES 
 
Current Ratio of during the period of 2O16-2017 to 2018-2019 
 
Table 5.1 

Year Current 
assets 

Current 
liabilities 

Ratio 

2016-17 3004.41 101.90 29.48% 

2017-18 2514.75 115.75 21.72% 

2018-19 2277.38 451.85 5.04% 
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Chart 5.1 
 
 
 
Interpretation: 

The above information shows that current ratio of the company. It shows the relation 

between current assets and current liabilities. The current ratio is increased to 29.48% in 

the year 2016-2017 due to increase of current assets. Will compared to the other years the 

current assets are high and current liabilities are low in the year 2016-2017. In 2017-18 

due to decreasing of current liabilities . In this year 2016-17to2018-19 difference 24.44% 

decreasing .  
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QUICK RATIO 
The quick Ratio is some called acid test ratio and is one of the best measure of liquidity. 

The quick Ratio is a much more conservative measure than the current ratio. 

 
QUICK RATIO=QUICK ASSETS / CURRENT LIABILITIES 

 
Quick Ratio of SCR in Vijayawada during the period 2016-2017 to 2018-19 

 
Table 5.2 
 

Year Quick Assets Current Liabilities Ratio 

2016-17 461.84 101.90 4.09% 

2017-18 415.42 115.75 3.58% 

2018-19 626.31 451.85 1.38% 

 
 
 
 
 
 
 

 
 

Chart 5.2 
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Interpretation: 
 
The ideal quick Ratio is high in the year 2016-2017, In 2017-18 the quick ratio is 0.51% 

decreased compare with previous it is due to decrease in inventory and current liabilities,  in the 

year of 2017-18 decreasing quick assets in the same year increase in current liabilities 10% and 

then finally 2018-19 current ratio is 1.38% low. while compared to other years. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Debt Equity Ratio 
 
This ratio indicates the proportion of debt fund in relation to equity. This ratio is very often 

referred in capital structure decision as well as in the legislation dealing with the capital structure 

decisions. 

DEBT EQUITY RATIO=LONGTERM DEBT / SHARE HOLDERS FUNDS 
 
Debt Equity Ratio of during the period 2016-2017 to 2018-2019 
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Table 5.3 
 

Year Long Term 
Debt 

Share 
Holders 
funds 

Ratio 

2016-17 1.22 4343.69 2.80% 

2017-18 1.3 4458.20 2.91% 

2018-19 1.6 4004.30 3.99% 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Chart 5.3       
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Interpretation: 
 
From the above information it is observed that the debt equity in 2016-2017 is 2.80 there after 

has been increased in 2018-2019 from 3.99. In the ratio main indication is the percentage of 

funds being financed through borrowings; a measure of the extent of trading on equity so in the 

way firm based on more in long term liabilities. 
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Gross Profit Ratio 
 
Gross profit Ratio indicates the management ability in producing each unit of product. 
 
GROSS PROFIT RATIO=GROSS PROFIT OR LOSS / SALES 
 
Gross Profit Ratio of during the period 2016-2017 to 2018-2019 
 
Table 5.4 
 

Year Gross 
profit/loss 

Sales Ratio 

2016-17 199.16 13.28 14.99% 

2017-18 208.32 14.68 14.19% 

2018-19 273.22 15.34 17.94% 
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Chart 5.4 
 
         
 
 
 
 
 
 
 
 
 
Interpretation: 
 
Gross profit ratio from 2016-17 to 2018-19 is gradually Increasing it is high because of profit is 

high. In the year 2016-17to2018-19 in increasing to gross profit and sales also increasing. 

Increased 17.94% in this year high gross profit ratio.  
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Net Profit Ratio 
 
Net profit ratio establishes a relationship between net profit (after tax) and sales and indicates the 

efficiency of the management in manufacturing, selling administrative and other activities of the 

firm. 

 

NET PROFIT RATIO=NET PROFIT/LOSS/SALES 
  
Net Profit Ratio of during the period 2016-2017 to 2018-19 
 
Table 5.5 
 

Year Net 
profit/loss 

Sales Ratio 

2016-17 243.51 13.28 18.33% 

2017-18 463.70 14.68 31.58% 

2018-19 672.81 15.34 43.85% 
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Chart 5.5 

                   
 
 
Interpretation: 
 
The net profit ratio shows the relationship between the profit and the sales . The net profit 

increasing from year to year 10% increasing to profit . In this year 2016-17 sales13.28% due to 

increase . 2018-19 net profit ratio is 43.85% increasing. 

 
 
 

 

 

 

 

 

 

 

18.33%

31.58%

43.85%

0.00%

5.00%

10.00%

15.00%

20.00%

25.00%

30.00%

35.00%

40.00%

45.00%

50.00%

2016-17 2017-18 2018-19

Ratio

Ratio



 
 

51 

 

 

 

 

FINDINGS  
 

1)  Gross profit has decreased 14.19% during the last two years due to the fluctuations the 

firm's profitability. 

2) Current Ratio of the firm is fluctuating during the period of the study because of 

fluctuation in current assets and current liabilities. Is current ratio 5.01% decreasing. 

3) Quick Ratio of the firm is below the standard ratio as the firm maintains advocate current 

asset.  2016-17 Increasing in 4.09%, 2018-19 this year 1.38% low. 

4) The Debt equity Ratio is below the standard ratio of 1:2 firms. That assets the leverage of 

the firm. In the present year 3.99%. 

5) The Net profit Ratio is increasing approximately 10% in every year.  
 
 
 
 
 
 
 
 
 
 
 
 
 

 
SUGGESTIONS  
 

A. The organization should improve short- and long-term position. 

B. The overall efficiency of the firm should be improved, so that profit earning 

capacity will be maximized. 

C. The organization should implement better management practices. 
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CONCLUSIONS: 
 
The project of ratio analysis in the production concern is not merely a work of the project, A 

brief knowledge and experience reveals the entire financial performance of the company. . The 

study undertaken has brought in to the light of the following recommendations. By proper 

analysis of the financial statement of South Central Railway in Vijayawada, it is clear that the 

company has been incurring profit to some extent during the period of study. So the firm should 

focus on getting of improvement in the profits in the coming years in organization. 
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Introduction 
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 Human Resource Management 

Meaning: 

Human Resource mean the people. Human Resource management (HRM) is a management 

function that helps Manager’s recruit, select, train and develops members for an organization. 

Obviously, HRM is concerned with the people’s dimension in organization. Human resource 

management as, it is process of stresses mutually between employers and employees. 

Definition of Human Resource Management 

“Human Resource Management is that part of management process which is primarily 

concerned with the Human constituents of organization.” 

- E.F.L. BREACH 

-  

“HRM is planning, organizing, directing, controlling of procurement, development, 

compensation, integration, maintenance, and separation of human resources to the end that the 

individual, organizational, and societal objectives are accomplished.” 

- EDWIN B. FLIPP 

 

Scope of HRM: 

The scope of HRM is indeed vast. All major activities in the working life of a worker from the 

time of his or her entry into an organization until he or she leaves come under the purview of 

HRM. Specifically, the activities included are- HR planning, job analysis and design, 

recruitment and selection, orientation and placement, training and development, performance 

appraisal and job evaluation, employee and executive remuneration, motivation and 

communication, welfare, safety and health. 
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1.2 Need for the Study 

Human resource may be thought of as the knowledge skill creative abilities talents and 

aptitudes as well as the values and attitudes of the employees of an organisation. It is the sum 

of total inherent ability, acquired knowledge and skills of the person in the organisation. 

In the highly competitive the success of any organisation depend upon their ability to 

produce products, which are to be by the market. For this organisation needs the better 

performance of the employees. Training and development are important function within 

Human Resource Department. The ability of a company to reach it girls depends on the attitude 

skill and knowledge employees gain from training and development. Training and development 

programme help in the improvement of performance of the organisation. In the context an 

attempt is made to analyse the effectiveness of training and development of East India 

Commercial Company ltd, eluru. 
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1.3 Objectives of The Study: 

 To understand various Training programs in “East India Commerical Company ltd”. 

 To study the changes in behavioural pattern due to training. 

 To find out the employees satisfaction towards developmental programs organized in the  

“East India Commerical Company ltd”. 

 To fill the gap between employees skillset and their work demands. 
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1.4 Scope of The Study: 

The study is limited to the employee training for employees at “East India Commerical 

Company ltd “. The development of any organization depends on the employees. For an 

organization productivity training and development assumes great significance. 

1. This study is conducted to know the knowledge and skills given to the employees in 

the organization. 

2. This will help the management to know the satisfaction level of employees & they can 

take measures to improve productivity. 

3. This study helps the management students to prepare their own report. 
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1.5 Methodology of the Study: 

Research methodology: 

Research methodology is the specific producers or techniques used to identify, select, process, 

and analyse information about a topic. In a research paper, the methodology section allows the 

reader to critically evaluate a study’s overall validity and reliability. 

Methods of data collection: 

Data collection is a elaborate process in which the researcher makes a planned search for all 

relevant data and is the foundation of all researches. 

The task of data collection begins after a research problem has been defined and research plan 

is checked out. While deciding about the method of data collection to be used for the study of 

researcher should keep in mind two types of data. They are: 

1) Primary data 

2) Secondary data 

Primary data: 

The data that is being collected for the first time (or) particularly fulfil the objective of the 

project is known as “primary data”. This has been collected from various sources. The sources 

adopted to get data is questionnaire and through observation. 

Questionnaire is designed in such way that every employee can understand. 

Secondary data: 

The data is collected from published reports, unpublished reports, annual reports, unpublished 

manuals and materials etc. 

Sampling 

In order to get data a sample size of 120 is taken and employees are selected in “random” basis. 
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1.6 Limitations of The Study: 

1. Getting the required information from some employees has been difficulty. 

2. Huge gap between what people say and what they actually do. 

3. Time is the major constraint the study is limited to 45 days. 

4. Unavailability of information on training and development at different levels in the 

organization. 
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Industry  Profile 

Till 1960’s jute products for packaging carpet backing were in good demand in the 

market, particularly in the export market, thereafter were the  demand for the jute packaging 

products in developed countries has shrunk due to the emergence of cheaper synthetic 

alternatives , adoptions of bulk handling practices and instability in price and supply of jute 

products. However , with mandatory use of jute packaging bags in India since the 1980’s the 

domestic market for these products has grown substantially. 

The market protection in fact made the jute industry complacent in its mode of 

functioning as well as product-mix in spite of the rapid decline in the export market. Production 

is still centered on the packaging materials, sacking and Hessian which constitute about 80 

percent of total production. The balance 20 percent of tarpaulin. In spite of substantial 

government initiative since 1980’s for promoting jute diversification through appropriate 

polices and support measures, the industry’s effort at diversification has remained far from 

encouraging .However a large number of small and medium enterprises in the decentralized 

sector have involved themselves in a big way in the manufacture of varies types of jute 

diversified product with small to large value addition. 

Jute: 

Jute the ‘golden Fiber’ of India has various inherent characteristics like high tensile strength, 

low extensibility long durability , fire and heat resistance, silkness. Luster and long staple 

length. India is the single largest jute producer in the world producing around 35% of the world 

production. Jute is not only a major textile fiber but also a raw material for non traditional and 

value-added products helping in environment protection and maintaining ecological-balance. 

Besides it also has an enviable market both local and international. 

 

Salient features of the Industry:- 

The jute industry is primarily agro-based and the production of raw jute is subject to 

vagaries of nature like floods and droughts. It is grown in those areas where paddy can also 

grow. Generally , the farmers response to price changes in determining the acreage under jute 

cultivation is highly sensitive. And these highly sensitive prices for raw jute are remunerative 
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for farmers & this motivates them to keep undertaking jute cultivation. Further the production 

of raw jute in India is directly related with the area under cultivation with an almost consultant 

yield. The average yield in India is 7 bales per hectare against 9.5 in Bangladesh and Thailand. 

Unfortunately in the years of production in our country , not much work had been to improve 

the yield per hectare. This resulted  in shortage of raw jute.                                    

Supply of Raw Jute: 

The supply of raw jute being seasonal, its procurement has to be made within a period of five 

to seven months and it requires careful forward planning based on general price level of raw 

jute relative prices of different grades of fibers and projected required of each quality of jute 

for a particular period on the basis of product-mix and standard-mix of each quality of product. 

The order to stabilize production and price of raw jute corporation of India a wholly 

owned public limited company of the government of India was setup in April 1971 with the 

following as its main functions:- 

 Export and import of raw jute. 

  Internal marketing of jute and 

 Undertaking measures for export promotion of jute goods. 

The corporation  assures a timely price support to the farmers and supplies at reasonable 

prices to the industry. Besides a system of statutory price for raw jute by the union government 

was introduced in the 1972-73 season to ensure minimum price for the farmers. The system of 

minimum support price is reviewed every season on the recommendation of the agricultural 

price commission. 

Scientific grading of raw jute is essential for purpose of proper marketing. Raw jute bales are 

appropriately graded on quality , strength and color. These grades mainly classified as TD1, 

TD2, TD3, TD4, TD5, W1, W2, W3, W4, W5, M1, M2, B1, B2, Jungli etc., in these 

abbreviations TD stands for Tossa/ Daise ,  M and B stands for white Mesta and Bimli 

respectively. These represent four main categories of jute. 

A great Opportunity: 

It is now evident that unless serious attempts are made transform the image of jute 

products form cheap traditional packaging materials to value- added products suitable for other 

diversified end-user , the growth of the jute sector will be adversely affected. The growing 
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global concern for the environment and increasing consumer preference for biodegradable 

natural fiber products have opened up a great opportunity for diversifying the usage of jute. 

However the extent of enhancing this potential depends totally on the capability to meet 

the challenge of producing the best products in terms of technical attributes as well as consumer 

acceptability , such capability can only be built up through future investment, technological up 

gradation and strategic promotion by both organized and decentralized units, strengthened by 

the governments support. 

TABLE-1 

Industry Milestone 

1854 - Birth of first Indian jute mill at Rishra in 1855 of West 

Bengal. 

 

1854-1950 - Growth of jute Industry. 

1950-1960 - Adverse effect on Raw jute supply due to partition of 

Bengal increasing of Raw jute Cultivation in West Bengal. 

1960-1970 - Golden period of jute industry. 

1970-1980 - Loss of export market to synthetic especially in case in 

India. 

1980-1990 - In roads synthetic in the area of jute packaging, even in 

India. Protection extended to jute industry through 

mandatory orders by government of India, initiation of jute 

diversification. 

1990-2000 - Growth of jute decentralized sector in diversified jute 

product manufacturing. 

Growth of export market for natural fiber products. 

 

  



11 
 

Socio-Economics: 

 A about 4 million farmers and 0.25 million jute mill workers are involved with jute 

economy. 

 About 700 jute diversified products units established in small and cottage sector for value 

added jute utility, gift and home textile production. 

 The golden fiber industry has been facing hurdle due to globalization process. 

 Annual raw jute production and jute goods production are bales. 

 A cluster of jute twines units and 4 jute mills in Andhra Pradesh. 

 Jute cultivation increases fertility in the soil naturally for other cash crop production and 

provides live hood to poor farmer family. 

SWOT Analysis: 

 Global awareness in natural fiber promotion, wise market acceptability. 

 Life cycle cost of jute is cheaper then synthetic fiber. 

Jute Products: 

The products manufactured from raw jute can broadly be classified under the following main 

heads, although they may have different specifications. 

 Hessian 

 Sacking 

 Carpet Backing 

 Other manufactures, include twisting canvas and other items. 

The production of jute goods has been fluctuating in recent years depending upon the 

demand pattern in domestic as well as foreign markets and the availability of raw jute. The 

product mix also changed with a perceptible shift in favor of sacking and other manufactures 

like carpet backing, canvas and other items. 

The industry was fairly export-oriented, and as such a major part of the industry’s 

production was exported. However the dependence on the export market is slowly going down 

due to increase in production and use of synthetics in foreign countries. As a result the industry 
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is slowly under going a transformation such that domestic market is gradually replacing the 

export market due to increase in demand arising out of higher food and material output. 

Major Products: 

Considering the volume of production vis-à-vis sales, the major area of diversification 

for jute are:- 

Small- capacity shopping hand bags , home textiles( floor coverings, wall hangings) jute 

blended fabrics ( serving mainly as decorative fabrics) , gift articles, jute textiles, jute 

composites and particle boards. 

Shopping and hand bags: 

These have been established as the most promising diversified products of jute due to 

their excellent texture and aesthetics. These are manufactured from Hessian or jute-cotton 

union fabrics with or without laminations with handles of cane / bamboo/ cotton braids, and 

zippers. India has been the largest exporter of these green bags. The export market has already 

crossed Rs.100 corer which can be enhanced if any quality and design are improved. 

Floor Coverings: 

Varied type of jute floor coverings such as mats and matting, floor covering with jute 

base, jute and blended carpet, durries, rugs are produced by units already engaged in floor 

covering manufacture with other natural fibers. All such floor coverings have good dimension 

stability, excellent rugged texture and attractive exotic designs. They are becoming 

increasingly popular as eco-friendly items for room décor and have already exhibited good 

growth potential in export. The sustenance of this growth will depend on further quality 

improvement , especially  with respect to fiber shedding and color fastness and also on more 

attractive designs using CAD. 

Decorative Fabrics: 

Jute-based decorative fabrics are mainly produced by the handloom/ power looms units 

in the decentralized sector and bleachd/ dyed /printed jute Hessian fabrics mostly in the 

organized sector. Other types of union/blend fabrics with more than 50 percent jute content are 

produced by the decentralized unit, using different weave patterns and incorporating attractive 

designs. While some of these fabrics are sued as a furnishing due to their thickness, texture, 

dimensional stability and anti-static characteristics, many other fabrics are used in fashion bags 
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for ladies, or attractive household items like lamp-shades. Some designed fabrics, woven with 

jute yarns 1 combination of fancy textiles yarns or golden metallic threads are already in 

demand overseas counties for decoration on festive occasions, especially Christmas. 

Wall Hangings: 

Attractive wall hangings made of fiber , yarn and fabric of jute and increasingly making 

their presence felt in the home décor market. Low-cost and aesthetic appeals owing to their 

characteristic textures are the main strengths of such products. 

 

Gift Articles: 

Hand-crafted gift article of jute are as different and varied as they can be. The tea 

coasters , string bags, purses, water bottle carriers, hanging chairs and pen stands and even 

ethno-chic ornaments for ladies, all made of jute by skilled craftsmen/ crafts women are 

becoming popular in the domestic market. A Large number of women are engaged in 

manufacturing these handicraft items. 

Geo-textiles: 

Jute geo-textiles is a preferred choice whenever the solution for a specific geo-techincal 

problem demands geo-textile attributed like biodegradability , high water holding capacity, 

higher frictional character and soil enrichment either independently or into combination. For 

this , erosion control, high way slope independently or in combination. For this erosion control, 

highway slope protection and soft soil consolidation can be considered as the priority areas for 

application of JGT . Several erosion control and highway slope protection projects in the U.S. 

and Switzerland have the established the efficiency of JGT and more importantly its merit of 

biodegradability for ecological reasons. 

The next preferred are can be the stabilization of roads with not much heavy traffic 

load. In the case of road stabilization the reduced strength and poor condition JGT beyond two 

seasons cycles after placement should not be of any concern as by the time fabric would have 

already played in important role in providing a self-sustaining sub-grade for most tupe of soils. 

The Gin in the strength of the sub-grade with time has been substantiated by the field trails data 

showing much improvement in CBR value by using JGT. However , any further improvement 

in durability of JGT through appropriate treatment will strengthen the users preference in favor 
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of eco-friendly JGT. In India ,a few fields trails have established JGT’s efficiency in stabilizing 

the mine spoils. 

Composites & Particle Boards: 

Due to its inherent characteristic, jute fiber is a suitable candidate for effective use in 

production of fiber reinforced composites. Jute composite products are eco-friendly and 

techno-economically comparable with traditional wood/ plywood materials and have found 

wide-ranging applications in building interior and transport sectors. The following types of jute 

fiber reinforced composite products and jute stick particle boards are being manufactured , 

boards of jute phallic resin, boards of jute stick particles, jute thermoplastic boards and auto-

trims jute-polyster resin. 

Jute-phonemic resin boards manufactured by a few entrepreneurs using jute 

fabrics/felts are sued mainly as plywood substitutes for end uses such  as door panel, furniture 

and packaging and as wall panel seat/back rest and even mechanical components in railways 

coach building jute stick particle boards , manufactured by seven units are already popular in 

false ceiling vertical paneling and interior decoration  while interest is shown for use as table-

up and in furniture-making. 

 

Jute- thermoplastic boards, made by an entrepreneur using wastes of jute and plastic, has 

entered the market as an effective material for use as industrial pellets, cable winders, and 

garden chairs, tables and fencing. 

It is perfect example of saving the environment by recycling unwanted synthetic garbage and 

value-added use of jute wastes. Jute-based auto-trims are now manufacturing by tow 

entrepreneurs , one in the organized mill sector. 

Tangible Progress: 

As a result of the growing interest in manufacturing JDEs mainly in the decentralized 

sector and the government support through the JMDC from marketing, modernization and 

product development through NCJD for providing escort services to SMEs, the impact of jute 

diversification can be assessed through the following indicators. 
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Manufacturing and Employment: 

The number of JDP units increased from 420 in 1993-94 1320 in 2004-05, registering 

a CARG of 12 percent annually as per  a JMDC-survey , 2005. Through jute is grown in the 

eastern parts of india, the decentralized units making JDPs can now be found in many other 

regions-U.P Andhra Pradesh , Tamil Nadu, Haryana, Delhi and Kerala. This widely spread 

manufacturing base indicates that JDP has become an item of interest for entreprenures across 

the country. Annual production capacity as in January 2005, for major JDPs is given table-1. 

Employment in the decentralized JDP segment has grown form 53,000 in 196-97 to 1.83 lakhs 

in 2007-2008. 

Sales: 

JDP sales in 2003-04 were rs.1299.21 crore 30 percent of total jute goods production 

in value terms. Production in 2003-04, of major JDPs . 

Export: 

The export of five major JDPs and their compounded average growth rate during 2005 

are shown table-2 . Total exports were Rs.253.7 crore which accounted  for 22.1 percent of 

total jute goods export. The exports have exhibited encouraging growth with 16 percent CAGR 

. The share of major items in the JDP export basket. 

Product Development: 

To avoid failures , development of any product must be based on the needs of the 

market. For this purpose there is a strong need for cooperation between consumers and 

manufactures . To engineer jute diversified products keeping in view the market demands for 

the functional properties and / or appearance and feel it may be required on the hand to blend 

jute with other fibers especially finer ones and on the other to employ appropriate mechanical 

and chemical processing techniques. 

The essential pre-requisite for any product development is to defined the requirements in the 

new product or “ product goals” . During development of any new JDP , the developers should 

keep in view the prices of alternative products. It is worth mentioning here that in roads of 

synthetic alternative have taken place , not so much due to their superiority, but due to lack of 

knowledge and exploitation of the potential. 
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Company Profile 

Brief  Histroy of The Company 

East India Commerical Company  Sri Krishna Jute and Cotton industry was established 

in 1910 by local zamindar of eluru name Ganga Raju’s Mothey’s family. Due to improper 

administration of raw material and labor problems they closed the industry in 1930 for some 

period at that time. The father family from Calcutta has taken the industry for lease with the 

shares from local people and they started improving the mill. In 1947 the organization was 

named as “ East India Commerical Company” lease for “ Sri Krishna Jute Mill”. 

At present the turnover of the factory is 60-70 crores per year. Average production per 

day is 80 tons. The maintenance of the factory is satisfactory. East India Commerical Company 

Limted has nearly 300 employees working. In the factory 2800 workers are working on 

permanent basis. 1700 are badili workers and other staff and supervisors 200 approximately. 

The present managing directors is Mr.Brij Gopal Lunani. This factory is traditional 

organization where a family runs the whole factory and the entire key post. 

East India Commerical Company Limited Jute Mills has one unit more units besides 

Sri Krishna Jute Mills Ltd., Krishna Hessians, Kotturu. 

Sri Krishna Jute Mills Financial Year start on 1st April and end of 31st march , now East India 

Commerical Company has 2,75,000 authorized equity shares of rs.100/- each and 2,70,674 

subscribed equity shares of Rs 100/- each. It celebrity , safety day on 5th march of every year. 

The raw is being purchased from several purchasing centers in A.P., Orissa and west Bengal. 

company is mainly based on order from various customer, mainly the manufactures of paddy 

bags. 

BOARD OF DIRECTORS 

The board of directors of the EICC comprises of the following: 
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1. Mr.Alok Bhartia Chairman 

2. Mr. Brji Gopal Lunani Managing Director 

3. Mr. Deepak Bhartia Director 

4. Mrs. Alpana Bhartia Director 

5. Mr. B.Shyamsukha Director 

6. Mr. Manahar Gopal Lunani Director 

7. Mr. Siva Shankar Lunani Director 

8. Mr. Ashok Kumar Lohia Director 

 

Indian Jute at a  Glance 

1. Average land under jute cultivation: 1,01,400 hectares. 

2. Average production of raw jute: 10,500 thousand bales 

3. Number of jute mills: 73. 

4. State wise distribution: 

West Bengal - 59 

Andhra Pradesh - 4+1(Hessian) 

Bihar - 3 

Uttar Pradesh - 3 

Orissa - 1 

Madhya Pradesh - 1 

Tripura - 1 

 

5. Average production of jute goods: 17,000 thousand tons. 

6. Average export of jute goods: 181 thousand ton. 

 

Organisational Structure Of The Company 

It consists of 3levels i.e., 

1. Top level 

2. Middle level 

3. Lower level 
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Top Level Management 

Managing  director and next to him is director. They consists top level management. 

 

Middle Level Management 

All department heads of organization i.e., from personnel department, finance departments, 

quality control departments, production department etc., 

 

Lower Level Management 

Remaining person who either belong to administration or company are considered 

under lower level management namely assistant mechanics office assistants, attendees , 

security guards, clerks, security superintendents. 

Flow Chart 

A brief regarding the process of manufacture along with a flow chart of the product under 

reference shall be given. There are several departments in the jute processing from the 

beginning till the finishing stage. They are as follows:- 

Preparing Department 

↓ 

Spinning Department 

↓ 

Winding& Twisting Department 

↓ 

Beaming Department 

↓ 

Weaving Department 

↓ 

Finishing Department 
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The entire manufacturing process can be divided into the following individual departments. 

1.Batching Department: 

Jute is normally delivered to the mills in the from of bales. The bales received at the 

mill are first weighed at the recurring point and after it, jute was taken to the godown and stored 

the daily jute issues are made to batching department where the bales ate opened and 

“selection” of fiber done. A portion however small from every bale has to be “ Selected out” 

being suitable for some interior or superior variety of yearn. 

Jute is grown is different areas and varies in strength, colour and fineness the first step 

in preparing  the fiber is naturally batching constructing of bending to various fibers selected 

or otherwise to obtain uniform its in strength and callout to given the precise quantity for 

spinning. 

In the first mechanical operation in the mill , the jute is fed in between sets of heavy 

spiral fluted rollers. This process helps in removal of dust sticks and barky portions adhering 

to the fiber, besides softening the fiber is general while the material is passing though softener, 

emulsion of oil generally a mineral oil called jute Batching oil and water is applied on jute. The 

softened is kept in piles for 24 to 100 or more hours depending upon fiber quality. This process 

renders the fiber thoroughly plain 

2. Preparing Department: 

After pilling still hard portion of roots in jute is correctly cutter by knives. The fiber are 

then carded , first in breaker card and tent in finisher card and next in finisher card, which 

reduce the average length of the fiber by teasing and combing and deliver then in the from if a 

ling continuous ribbon 5 or 6 in width called sliver. In the case of fibers which are burden 

breaker carded material is given an extra passage of carding in inter card banner being. Put in 

finisher card. The principle function of CARDICG is to split the comitials of fiber fed into then 

by separating as far as possible the individual stranded of mire is as to break. Their adherence 

to one another and at the same time attenuate fiber mass. 

The carded jute is next to fed into drawing machine which draws out and attenuate the server 

parallelize the fibers and by mass of a doubling process produce a another more over sliver. 

The drawing operation consists of three passage of material light yarn side month the 1st 

drawing machine, second drawing machine and in the case of hears yarn two passages. Through 

it and finished drawing machine is ready for being common into yarn is spinning department. 
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3.Spinning Department: 

The spinning frames covert the sliver of the finisher drawing machine into yarn light yarn i.e. 

Hessian wrap/ and sacking warp yarn as sale yarn up to 18/4th pitch spinning gamers. 

4.Winding And Twisting Department: 

They yarn span is spinning department , which cones packed is a bobbin is directly winded into 

the form required yarn is generally converted in to the following from. War yarn is spool 

winding machine for use is making because preliminary to making gunny cloth( consumed 

with in the factory). Sewing twine is, spool winding machine for use as selvedge in beaming 

and for sewing of bags. Weft yarn in caps un capwinding machine for use in weaving for 

produce sacking/Hessian fabric. Single yarn is caps in cap wending  machine. Single yarn in 

caps spool winding machine far seling as such/converted into hanks/spols and packed into bags 

of 50 kgs of 180-200 kgs as required. 

5.Beaming Department: 

In the skeleton bags are prepared and as per the requirement of the customer the thickness , the 

width and the quality will be maintained. 

6.Weaving Department: 

There are automatic looms. In the looms electic prepare and then in the cylinder machine with 

the help of stem pressure the cloth with be pressed and passed through the rolls. 

 

7.Finishing Department: 

Women cloth is measured , damped and cylindered to produce the desired smoothness of finish. 

The sacking fabric finished as above and after inspection for quality desire into required sizes 

and then stitched to make bags which are inspected bundled and final packed into bales. 

The sacking fabric finished as in 10 above ids in 10 above is inspected and folded on lapping 

machine and packed into bale. 

Yarn and twine intended for sales as such is packed in the form of bales of 180 to 200 kgs. 

Each bags if 50kgs in each. 

Financial Profile: 
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The achievement of any company can be judged from is financial position and its 

performance. The company with an equital if 7 lakhs is 1942 had grown today to have its share 

capital of 1719.32 lakhs of which share worth rs 1,673.56 lakhs have been issued as bonus 

shares is various years . The turnover of the company about Rs.91.71 cores. The contribution 

of the company to the etcher given by way of central and state excuse duties collected on jute 

machinery. Jute bags etc have been very significant. The dividends are maintained at 

reasonable level of 15% or above for the past many year. 

Sri Krishna Jute Mills owners its present position to the righted vision and zeal of their founder 

chairman late Sri Mothey Ganga Rajuand the tempo developed us maintained the improved 

upon by the present chairman and managing director Sri Briz Gopal Lunani. Later during 1947- 

1948 East India Commerical Company from calculated had taken the organization on took it 

for lean. Even  at present the company is under lease, but man shares were purchased East India 

Commerical company. The present name of the company is “East India Commerical company 

ltd., lessees of Sri Krishna Jute Mill” 

Competitors: 

The main competitors of this company are: 

1. East-coast jute mills. 

2. Chitvalasa jute mills. 

3. Nellimerla jute mills. 

4. West Bengal jute mills. 

In addition to the above many number of small competitors i.e. small industries which is having 

less capacity ate becoming competitors. The reasons that has maintenance charges are very less 

the product is manufactured with less cost. 

Main Products: 

The main products manufactured are 

1. Sacking Cloth 

2. Jule Yarn 

In this nearly 10-15 varieties are produced. With this material “ Gunny Bags” are prepared. 

There are 3 units under lease of East India Commerical company. 

1. Sri Bajarang Jute Mills, Guntur. 
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2. Sri Krishna Jute Mills, Eluru. 

3. Krishna Hessains, Kothuru. 

“ Hessains” is another variety which is completely export oriented. This is 

manufactured at Kothuru Jute Mils. 

Sources If Raw Material: 

The original Raw-materials is brought from orissa and Calcutta and also jute 

corporation of India. 

Sales / Marketing: 

Here the marketing is done by the sales department. Here the products are sold through 

various selling agents and apart from the major orders for products are from FCI the goods are 

manufactured as per the requirements of the sales department. 

Sales department will instruct the line managers how much should be produced in a give period 

of times as per the demand for the product in the market. 

Materials/ Jute Department: 

This to provide raw materials to the production department. The purpose raw material from 

Bihar, North Bengal, Assam, Orissa and Bhimili (A.P) they get raw materials by middle men . 

The various quality if jute materials are TD2 ,TD3,TD4,TD5, TD6, TD7.Which are broadly 

classified under the groups. They are. 

1. Tosha Jute 

2. White Jute 

3. Meshta Jute. 

In the above Tosha jute is of high quality. All the time maximum level of raw-material is 

maintained in order to insure availability of raw material in all seasons. 
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Structure of Personnel Department 

                           Managing Director 

                                ↓ 

                              Director 

                              ↓ 

                         Personnel Manager 

                               ↓ 

                    Chief Welfare Officer 

                                    ↓ 

 

Welfare Officer                                           Welfare Officer 

↓                                                          ↓ 

Administration                                                 General 

↓                                                                  ↓ 

Clerks                                                               P.F.E.S.I 

↓                                                                      ↓ 

(Master side)                                                    (Production side) 

↓                                                                               ↓ 

Recruitment                                                      promotions 

↓                                                                             ↓ 

Preparing 

↓ 

Spinning & finishing jute                                       welfare&provisions 
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Functions of Personnel Department: 

The primary objective of HRM is to ensure the in availability of competent and willing work 

force to the organization. The various of personnel department is performed in order to realize 

the objectives stated above the main functions are: 

a. H.R. Planning. 

b. Recruitment and Selection . 

c. Training and development. 

d. Performance appraisal. 

e. Employee and executive remuneration. 

f. Motivation and Communication.                                                                                        

g   All other main functions of H.R. department are performed as per the standard of the 

functions act 1948. 

 

Other Department: 

The need for various departments depend on the nature of activities involved in the 

organization. This organization account purchases and stores, EDP, Jute,  civil, and electrical 

and Generators Departments are also main sub-operating pillars of the organization . The 

function of various departments are: 

Account           -       It prepares all necessary account concerned to finance sales purchases 

Etc. 

Stores              -      Looks after the materials required by various department. 

EDP                  -       Provides information to whole organization. 

Electrical          -      It provides power to whole organization . 
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Man Power Particulars 

 

 Permanent 

I 

Transit 

TI 

Rejoin 

Prem 

Rejoin 

Sp 

Badli 

TT 

Rejoin 

Badli 

8 

New 

Badli 

9 

Appren 

Tice 

J.A M.A Act 

app 

total On 

Rool 

As 

16-

12-

19 

Preparing 266 04 184 27 50 189 162 - - - 882 871 

Spinning 255 08 177 12 51 140 88 - - - 731 720 

Winding 167 03 101 04 37 71 104 - - - 487 487 

Beaming 52 04 20 01 01 14 - - - - 92 93 

Weaving 341 03 248 24 67 223 39 09 - - 954 926 

Finishing 157 03 123 06 43 32 07 - 50 48 346 373 

Workshop 133 - 62 14 05 34 - - - - 22 342 

Jute 06 - 03 - 11 02 - - - 48 3885 22 

Total 1377 25 918 88 265 705 400 09 50 - 21 3825 

Monthly 

opet 

21 - - - - - - - - - 48 21 

Clerical 46 - - - - - 02 - - - 67 48 

Supervisors 56 - - - - - 11 - - - 26 67 

Officers 26 - - - - - - - - - 26 26 

Watch & 

Ward 

26 - - - - - - - - - 26 26 

Grand 

total 

1552 25 918 88 265 705 413 09 50 48 4073 4013 
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Promotion: 

The promotion policy of this organization is purely based on the experience promotion means 

an improvement in pay, prestige , position and responsibilities of an employee with in his/ he 

organization. 

Transfers: 

A transfer involves a change in the job of an employee with out a change in responsibility or 

remuneration. When any critical situation i.e. it man power shortage due to any reasons then 

Eluru workers will transferred temporarily. 

Another policy of this organization is if both husband and wife are having the qualification and 

husband is working in Krishna Jute Mills and wife is working at Krishna Machines, Kothuru 

then the will be shifted to Eluru Mill. The organization is having some instance of this. 

Performance Appraisal: 

Performance appraisal is formal structured system of measuring and evaluating an employees 

job related behavioral and onwards to deserver how and any the employee is presently 

performing on the job and how the employee can perform more effectively in the future. So 

that the employee organization and society all benefit. 

Confidental reports are being sent by the organization, periodically this process will be done. 

But if any situation arises then the personal department takes to submit the confidential report 

are taken at the apprentice level review are collect. 

Leave Facilities: 

The leave to the people working in this organization are as follows: 

1. Officer: 26 casual leaves, 10 medical leaves half payment is given for every 3 years it 

will be lapsed. 

2. Upervisory, Clerical: 26 casual leaves. 

3. Workers:  15 Earn leaves 

 

. 
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Constitution of Jute Industry In A.P.: 

The jute industry is ling standing labor intensive industry is costal Andhra. The jute industry 

in Andhra Pradesh company of two segments. Composite jute mills which convert raw 

materials into yarn and there from produce fabric and bags. Yarn and twin mills which produce 

only jute yarn and twin from raw jute. The following are the composite jute mill in A.P. and 

their production. 

Name of the mill Estimated yearly production Tons 

Chitivalasha Jute Mill Ltd. 30,000 

Sri Krishna Jute Mill Ltd. 30,000 

Nelimarla Jute Mill Ltd. 30,000 

Shree Bajanarg Jute Mill ltd, Guntur 18,000 

Hoogly Mill project ltd, Vijayanagram 10,00 

 

The above are ling established jute mills employing nearly 22,000 workers and paying very 

high wages. All the four mills were set up during 1900’s taking advantage of abundant 

availability of bimili mestha . since mestha is suitable for manufacture of coarse goods like 

sacking bags, the mills were set up to manufacture only sacking bags, the mills were set up to 

manufacture only sacking bags suitable for packing of goods grains sugar,cement etc. 

Welfare Provisions: 

Welfare provisions are divided into two types. They are: 

1. Statutory 2. Non-statutory provisions 

1. Statutory : statutory facilities are according to factories act 1948 provided. 

2. Non-statutory: Non-statutory provisions are not compulsory it is depend up on the 

organization position. 

Other Provision: 

In addition to above provisions marriage loans are provided to workers of 6 months salary or 

50% of employees contribution is salary which ever work. Every worker when he is retiring he 

will get a sliver the management one are named venkatapuram was adopted and organization 

is working for its development from 2000 onwards. blouses are given to female workers 2 pairs 
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of uniforms is given to security mechanical opposite to Krishna Jute Mills, one part is 

maintained. 

Employee Provident Fund:  10% of the salary is contributed by the both employer and 

employee. In which 8.33% goes to pensions scheme and 1.67% will be credited in employee 

a/c in the name of employee. 

Gratuity: 

When any worker has five years of continuous service he is entitled to gratuity. For that worker 

has to work for not less than 240 days in an year and for 6 months for no less than 120 days. 

The calculation gratuity of payement is done as per the provisions of this act. 

Employee state Insurance: 

Under this workers can have various advantages of benefits provided by this act that is 

administrated by the general administration department. 

The various benefits under ESI are: 

1. Sickness benefit 

2. Maternity benefit 

3. Dependent benefit 

4. Disablement benefit 

5. Medical benefit 

6. Funeral benefit 

7. Above said benefits are provided to the workers whose salary is less than 10,000/- and 

others are excuted from the above E.S.I benefits. 

Maternity Benefits: 

As E.S.I Act takes care of this benefit so no separate administration of maternity benefits are 

required. Under E.S.I act women worker gets holiday of 12 weeks that is 6 weeks before and 

after confinement date. 

Workmen Compensation: 

It is covered under disablement benefits under E.S.I 

Pole Of Welfare Officer: 

Here welfare officer discharges the following function and plays the active role which are 
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a) Supervision of safety, health and welfare programs. 

b) Counseling workers in personnel and family problems 

c) Advising management in matters of formulating labor welfare policies. 

d) Establishing liaison with workers so that they may understand various limitations under 

which they work. 

e) Establishing liaison with management so that they latter many appreciate worker’s 

viewpoint to various matters in the plant. 

Absenteeism, Turn over  and Late Coming 

Company Policy: 

Company policy regarding absenteeism, Turnover and late coming is to decrease then by 

punishment, dismissed, fine and counseling. For decreasing turnover they implement day to 

day new motivational means. 

Absenteesim    -  5%  to 8% per month 

Turnover           - 10% to 15% per year 

Late coming     -  10% to 16% per month 

Absenteesim and Causes: 

Here absenteeism is frequent and the main reason for absenteeism is sickness, family problems 

and heavy work load. Because of absenteeism is the production targts are not reached by 

existing workers some times. Which may cause dealy of goods to the customers. 

Late Coming and Causes: 

Most of the time workers come lately because of family problems and some times they come 

intentionally. 

Measures: 

For late coming and absenteeism workers are given warning. If they repeat again and again 

they are punished or fined or dismissed or enquiry is conducted why they are doing so. For 

decreasing turnover management is increasing pay structure and adopting other motivational 

methods. 

Leave and Holiday Administration: 
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Different leave facilities:- 

The leaves to the people working in this organization are as follows: 

Workers         -  Earn leaves, medical leaves, causal leaves, maternity leaves. 

Officers          -  26 casual leaves, 10 medical leaves half payment is given for every three years 

it will be lapsed. 

Supervisory , clerical – 26 causal leaves workers get 15 earn for which payment is maid every 

January. The procedures for applying leaves are as per the rules and regulations of the standing 

orders of the company. 

Holidays:- 

Before 2002 the workers are entitled to total holidays 15 per year . now it is decreased to 11 

holidays they are: 

Holidays Permanent Budli Budlirejoined 

Pongal * * * 

Republic day * * * 

May day * * * 

August 15 * * * 

October 2nd * * * 

Deepavali * * * 

Christmas * * * 

Sankranti * * * 

Mahasivaratri * * * 

Ugadi * * * 

Vinayakachaviti * * * 

 

Budil workers gets 8 days of holidays and budli rejoined gets 9 days of holidays per year. 

Learning time- 35/-  period – 3 to 4 months 

Apprentices  - 240 days  70,90,100 rupees 

Excrisiya      - every 80 days 
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ESI- Employs State Insurance: 

 Any health problem take care under the ESI. 

 2 lakhs for operation and medicines are unlimited. 

ESI died or retired persons take the permissions per month 2000-3000 

Beadily: A worker died any situation a company gives the money and 10% money gives for 

the marriages. 

We are working in company at the time company gives the personal loans and home loans. 

Time Office Management 

Administration Of Attendance:- 

Each of the department maintains separate attendance registers which consists of worker name, 

age, shift timing and these register are submitted to the personnel department for recording of 

the data into the review report of every employee which acts as the performance appraisal later. 

Hours of work: 

According to factories act 1948 the minimum working hours are maintaines as per the 

provisions of this act that 8 hours per day and up on hours in a week. Here problem of spread 

over and overlapping is not there and working hours are framed as per the convience of the 

workers. 

Communication Policy: 

Open door policy is followed in this organization to communicate with department, office staff 

and workers. Here the communicate is in two ways that is receiving of message . because of 

this relationship between labor management is good and there are no problems in the 

administration if all departements and others sections of the organization. This is the policy of 

the organization. 

Communication Media: 

They have variety of communication media which are manual and technical. The common 

mediators between labor- management communication are trade union, personnel department 

and various commitees. Besides that technical channels of communication are: 

 Telephones : Each department is connected through telephone connections. 
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 Local area networks. 

All department computers are interlinked through local area network. Through this information 

sharing is very easy. 

In addition to above communication is done through memos, circulars, notice boards and 

announcements. The communication channels are well equipped with technology which is 

interlinked with internets and local area networks. 

Total Man Power: 

Permanent workers          =   2320 

Budli                                 =   1058 

Apperticeship                    =   507 

Clerical                               =   67 

Supervisiors                        =  57 

Officers                                =   26 

Watchmen                           =   26 

Total                                     =  4060 

Provision tax: 

Below 5000                         -     no deduction 

5001-6000                           -    60/- deduction 

6001-1000                            -   80/- 

1001-15000                          -   100/- 

15001-20000                         -  150/- 

20001- above                             200/- 

 

 

  



34 
 

 

  

 

 

 

 

 

 

 

Chapter 4 

Theoretical Frame work 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



35 
 

Definition of Training 

Training is a process in which the trainees get an opportunity to learn the key skills 

which are required to do the job. Learning with earning is known as training. It helps the 

employees to understand the complete job requirements. 

Nowadays, many organisations organise a training program for the new recruits just 

after their selection and induction, to let them know about the rules, policies and procedures 

for directing their behaviour and attitude as per the organisational needs. Training also helps 

the employees to change the conduct towards their superior, subordinates and colleagues. It 

helps to groom them for their prospective jobs. 

Definition of Development 

The training for the top level employees is considered as development, also known as 

management or executive development. It is an on-going systematic procedure in which 

managerial staff learns to enhance their conceptual, theoretical knowledge. It helps the 

individual to bring efficiency and effectiveness in their work performances. 

Development is not only limited to a particular task, but it aims to improve their 

personality and attitude for their all round growth which will help them to face future 

challenges. It changes the mindset of the employees and makes them more challenging or 

competition. 

 

Need for Training Program’s: 

Every organization needs to have a well -trained and experienced people to perform the 

activities that have to be done. It is necessary to raise the skills levels; specially training 

programs  are need to the organization to build the gap between the oraganizational 

requirements and the employee specification. 

In addition to the above reason the Training programs are needed due to the following 

reasons: 

1.To increase productivity 



36 
 

2.To improve quality 

3.To improve organizational climate 

4.To improve health and safety 

5.Obsolescene prevention 

6.Personal growth 

7.Reduces the time consuming and wastage 

8.For technical advancement 

1.To increase productivity: 

Training instruction can help employee’s increase their level of performance on their 

present assignment . Increased human performance often directly leads to increased operational 

productivity and increased company profit ; again increased performance and productivity 

because of training programs are most evident on the part of the new employees who are not 

yet fully aware of the most efficient and effective ways of performing their jobs. 

2.To improve quality: 

Better informed workers are less likely to make operational mistakes. Quality increases 

may be in relationship to a company product or service or in reference to be intangible 

organizational employment atmosphere. 

3.To improve Organizational Climate: 

An endless chain of positive reactions results from a well planned training program. 

Production and Product quality may improve. Financial incentives may then increased, internal 

promotions become stressed. Less supervisory pressures ensure and base pay rate increases, 

and raises morale may be due to many factors, but one of the most important of these is the 

current state of organizational climate. 

4.To improve Health and Safety: 

Proper training can help prevent industrial accidents. A safer work environment leads 

to more stable mental attitudes on the part of employees. Managerial mental state would also 

improve. If supervisors know that they can make themselves better through company designed 

and development programs. 
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5.Obsolescene prevention: 

Training and development programs faster the initiative and creativity of employees 

and helps to prevent manpower obsolescene , which may due to age temperament or motivation 

on the inability of person to adapt himself to technological changes employments of 

inexperienced , now or badly labour requires instruction for an effective performance of job. 

6.Personal Growth: 

Employees on a personal basis gain individually from their exposure to educational. 

Again Management  development programs seem to give participants a wicker. 

7.Reduces the time Consuming and Wastage: 

By training programs to employees to do work in more effective way and reduces the 

learning time, reduces the supervision time and reduces the wastage and spoilage or raw 

material and produces quality foods and develop their potential power. 

8.For Technical Advancement: 

Old employees need refresher training to enable the changing methods, techniques and 

use of handling sophisticated tools and equipments. So the training programs are need to the 

employees to changing the works according to the current technology. 

Benefits of Training Programs to Employees: 

Training is most technique for Human Resources Development. By introducing 

Training programs to employees in the organization they get the following benefits. 

 Training programs provides information for improving leadership knowledge, 

communication skills and attitudes. 

 Helps to eliminate feat in attempting new tasks. 

 Improves the job knowledge and skills at all levels of the employees. 

 Improves interpersonal skills. 

Helps prepare guidelines for work. 

 Improves the morale of work space. 

 To build better Human relationship. 
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 For improving team work and team spirit 

 Improves the relationship between boss and sub-ordinate. 

 Provides information for future needs in all areas of the organization. 

 Improve labor management readopts. 

Training and Development Process 

Training and development is a continuous process as the skills, knowledge and quality 

of work needs constant improvement. Since businesses are changing rapidly, it is critical that 

companies focus on training their employees after constantly monitoring them & developing 

their overall personality. 

Steps for training and development processes are: 

1. Determine the need of training and development for individuals or teams 

2. Establish specific objectives & goals which need to be achieved 

3. Select the methods of training 

4. Conduct and implement the programs for employees 

5. Evaluate the output and performance post the training and development sessions. 

6. Keep monitoring and evaluating the performances and again see if more training is required. 

Hence, this concludes the definition of Training and Development along with its overview. 

 

Inputs in Training and Development: 

Any training and development programmer must contain inputs, which enable the 

participants to gain skills , learn theoretical concepts and help acquire vision to look into the 

distant future. In addition to these there is need to impact ethical orientation, emphasize on 

attitudinal changes and stress upon decision mailing and problem-solving abilities. 

Skills: 

Training is imparting skills to employees. A worker needs skills to operate machines 

and use other equipment with waste damage and scrap; this is a basic skill without the operator 

will not be able to function. Motor skills are needed for all employees from the junior to General 
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Manager, Employees, Particularly supervisors and executives, needed impersonal skills 

popularly known as people skills. 

Education: 

The purpose of education is to teach theoretical concepts and develop a sense of 

reasoning  education . The training and development programs has university professors has 

resource persons to enlighten participants about theoretical knowledge. The organization 

despites or encourages the employee to do course on part-time basis. Education is more 

important for managers and executives than for lower cadre workers. 

Development: 

Development is which is low skill oriented but stressed on knowledge .Knowledge is 

about business environment , management principles and techniques, human relations, specific 

industry analysis. Knowledge is useful for better management of the company. 

Ethics: 

There is no need for imparting greater orientation to a training and development 

programmed. The Human Resource Manager’s duty is to enlighten all the employees in the 

organization about the need for the ethical behavior. 

• Values create credibility with the public. 

• Values help in better decision-making. 

• Ehics are important because government and law cannot always protect the society but 

ethics can. 

Attitudinal changes: 

Attitudes represent feelings and beliefs of individuals towards others. Attitudes affect 

motivation, satisfaction and job commitment. Negative attitude need to be converted into 

positive attitudes. Attitude must be changed so that he employees fell committed to the 

organization is motivated for better conformable and satisfaction from their jobs and the work 

environment. 

Training Methods 

Training is not a choice but a key to survival. The different methods are adopted in training 

and development programs are 
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a) One-the job Training Methods. 

b) Off-the job Training Methods. 

a) One- the job Training Methods: 

This method is also known as job instruction training. The individual is placed on a 

regular job and taught the skills necessary to perform that job. These trainees learn under the 

supervision and guidance of a qualified worker of instructor. This method gives the first hand 

knowledge and experience under the actual working conditions. While the trainee learns how 

to perform a job her is also a regular worker rendering the services for which he is paid. 

1.Job Rotation: 

The movement of the trainee forms one job to another will be done under this method. 

The trainee receives job knowledge and gains experience from his supervisor or Trainer in each 

of the different job assignments. Trainers can also be rotated from job to job in workshop job. 

In this method the trainees understand the problems of employees their jobs and respect them. 

2. Coaching: 

The trainee is placed under a particular supervisor who functions as a coach in the training 

individual . The supervisor provides feed back to the trainee on his performance and offers him 

some suggestions for improvement. A limitation of this method of training is that the trainee 

may not have the freedom or opportunity to express his own ideas. 

3. Job Instruction: 

This method is also known as training through step by step. The trainer explains to the trainee 

the way of doing the jobs, jobs knowledge and skills and allows him to do the job. The trainer 

appraises the performance of the trainee, provides feedback information and corrects the 

trainee. 

4. Commitee Assignments: 

A group of trainees are given and asked to solve an actual organizational problem. The trainees 

solve the problem jointly. It develops team work. 
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5. Under Study: 

An under study is a person who is in training to assume at future time, the full method supplies 

to organization person with as much competency as much as the superior to fill his post, which 

may fall vacant because of promotion, retirement to transfer. Their leaders skills are also be 

taught by assigning him the task of supervising two or three people of the department. 

6. Multiple Management: 

Multiple management is a system in which permanent advisory committees of mangers study 

problems of the company and recommendations to the higher management. It is also called as 

junior-board of executive system. These committees discuss the actual problem and different 

alternatives solutions after which is decisions are taken. 

b) Off-the-job Training Methods: 

In this method the trainee is separated from the job situation and his attention is focused 

upon the learning material related to this future job performance. In this method the trainee can 

concentrate on learning the job performance. In this method the trainee can concentrate on 

learning the job rather than spending the job in performing it. The trainee have the freedom of 

expression in this method. 

1.Vestibule Training: 

This method is commonly used for training personnel for clerical and semi-skilled jobs. 

The duration of the training ranges from days to a few weeks. Theory can be related to practice 

in this method. 

2. Role Playing: 

It is the method of human interaction that involves realistic behavior in imaginary 

situations. This method involves action ,doing and practice; the participants pay the role of 

certain characters such as production manager , quality control inspectors, foremen, workers . 

This method is mostly used for the developing interpersonal interactions and relations. 

3. Lecture Method: 

The lecture is a traditional and direct method of instruction. The instructor organized 

the material and gives it to group of trainees in the form of a talk. The lecture must motivate 
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the create interest among the trainees. The major limitation of the lecture method is that it does 

not provide for transfer of training effectively. 

4. Conference or Discussion: 

It is a method in training in the clerical, professional and supervisory personnel, a group 

of people who pose ideas, examine and share facts, ideas and data, test assumptions and draw 

conclusions, all of which contribute to the improvement of job performance.  In this method 

there is a two-way communication , which enhances feedback. Leadership skills are required 

for the success of this method. 

5.Programmed Instruction: 

In this method the subject matter to be learned is presented in a series of carefully 

planned sequential units. These units are arranged from simple to more complex levels of 

instruction. The trainee goes through these units by answering questions or filling the blanks. 

6. In basket Method: 

The trainees are first given background information about a simulated company its 

products, key personnel, various memorandum, requests and all data obtaining to the firm. The 

trainee has to understand all this, make notes, delegate  tasks and prepare memos within a 

specified amount of time. 

7. The Case Study: 

Cases are based on the basis of actual business situations that happened in various 

organizations, the trainees are gives cases for discussing and deciding upon the cases. When 

they are asked to identify the apparent and hidden problems for which they suggest solutions. 
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Difference Between Training & Development: 

 

 

 

 

 

 

 

Training Development 

Training is a learning process in which 

employees get an opportunity to develop skill, 

competency and knowledge as per the job 

requirement. 

Development is an educational process which is 

concerned with the overall growth of the employees. 

Training is a short term process. Development is a long term process. 

Training focuses on role. Development focuses on person. 

Training aims at a specific job or role 

requirement. 

Development is more conceptual and focuses on 

overall progression of the individuals. 

It is job oriented process. It is career oriented process 

Training revolves around immediate or the 

present need. 

Development focuses on career building and 

progression. 
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Advantages of training and development 

Training and development has a cost attached to it. However, since it is beneficial for 

companies in the long run, they ensure employees are trained regularly. Some advantages are: 

1. Helps employees develop new skills and increases their knowledge. 

2. Improves efficiency and productivity of the individuals as well as the teams. 

3. Proper training and development can remove bottle-necks in operations. 

4. New & improved job positions can be created to make the organization leaner. 

5. Keeps employees motivated and refreshes their goals, ambitions and contribution levels. 

 

Disadvantages of training and development 

Even though there are several advantages, some drawbacks of training and development are 

mentioned below: 

1. It is an expensive process which includes arranging the correct trainers and engaging 

employees for non-revenue activities. 

2. There is a risk that after the training and development session, the employee can quit the job. 

Management Development: 

Management development is a systematic process of management training and growth by 

which individuals (aspiring to rise on the ladder of management) gain and apply knowledge, 

skills, insights, and attitudes to manage managers, workers and work organisations effectively. 

 

Methods of management development: 

a) Coaching: 

In this method, superior guides and trains the subordinates or trainees as a coach. The content 

matter of coaching depends on the goals decided before the starting of coaching. The coach 

guides the trainees, reviews their performance time to time and suggests the changes required. 

This method works well if the coach and trainee are open with each other and there is an 

effective communication between them. Trainees take interest if they are recognised for 

improvement and rewarded for that. 
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b) Job Rotation: 

According to Bennett, “Job rotation is a process of horizontal movement that widens the 

managers experience horizon beyond limited confines of his own.” 

Job rotation is a method in which a person is moved from one job to another on some pre-

planned basis. There is a rotation of jobs until the trainee acquires knowledge about all related 

jobs. The purpose of job rotation is to increase knowledge, skills, understanding of trainees 

about various jobs. It increases their confines. Job rotation method is usually designed for 

junior executives and it may take a period of six months to two years for one rotation to 

complete 

c) Under Study: 

In this method, one person is selected by supervisor and trained like his descendant. He is 

prepared to assume full time responsibilities of position presently held by supervisor. If the 

supervisor leaves the job or is on long absence due to illness, retirement, promotion or death, 

etc., then that trained person become available at the place of supervisor. Supervisor gets most 

of his work done from the trainee, discusses problems with him and involves him in decision 

making. Trainee is also allowed to attend discussions and meetings as a representative of 

supervisor. 

d) Multiple Management: 

In this method, a junior board of executives is made to learn the skills of Board of Directors 

(BOD). Major problems are analysed by junior board and recommendations given to BOD. 

This is beneficial to junior board of executives as they learn problem solving techniques and it 

benefits BOD as they get the valuable opinions of executives. Vacancies of BOD can be filled 

from junior board of executives. 

e) Case Studies: 

In this method, trainees are given a case in writing. Case here means a business problem or a 

situation which demands a solution. Trainees are directed to analyse the problem, find 

alternative courses of action, evaluate alternative courses and select most appropriate solution. 

The trainer sees the solution and guides regarding it and ensures that no relevant fact is missed. 

f) Conference Method: 

A formal meeting conducted deliberately is called as conference. The participants discuss the 

topic, give their ideas. The conference can be divided into small sessions also. This method 

emphasises on interaction and participation of trainees. This method also helps to develop 

conceptual knowledge, modify attitude and is suitable for a group of 15-20 persons. In a group 

with more than 20 persons, active participation would not be possible. 
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g) Role Playing: 

In this method, trainees are given the roles which they act on the stage. Role players act before 

the class. This is a realistic behaviour of imaginary situations. Roles are given for situations 

like hiring, firing, interviewing, grievance handling, disciplining a worker, presentation to 

clients or customers etc. 

h) Lectures: 

Lectures are an easy method for development when number of trainees is large. It is cost 

effective and consumes less time. Lectures are formally organised talks in which instructor 

guides about specific topics. In lectures, various demonstrations, audio-visual aids and 

discussions can be used for creation of interest among listeners. 

This method is useful when the purpose is to teach facts, concepts, principles, attitudes and 

problem solving skills. 
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Chapter5 

Data Analysis and Interpretation 

  



48 
 

1. What is the Training method provided by your Organization ? 

 

Attributes No of respondents % of respondents 

On-the-job 120 100 

Off-the-job 0 0 

Total 120 100 

 

 

Interpretation: 

From the above table it is observed that training method which is provided by the company. 

100% the company is provided On-the-job training method. 
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2.Do you feel that the training program develop the innovation ? 

 

Attributes No of respondents % of respondents 

Strongly agree 75 63 

Agree 45 37 

Disagree 0 0 

Strongly disagree 0 0 

Total 120 100 

 

 

 

 

Interpretation: 

The above table indicates that 62% of the employees are strongly agreed the training program 

develops the innovation. 37% of the employees are agree the training program develop the 

innovation. 
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3.What is your opinion about the way trainer delivered to the training program ? 

 

Attributes No of respondents % of respondents 

Excellent 85 70 

Good 20 16 

Average 10 8 

Poor 10 8 

Total 120 100 

 

 

 

Interpretation: 

The above represents that out of 120 respondents 70% of employee said “ excellent “ about the 

way of trainer delivered the training program, 16% of employees said “good” about the way of 

trainer delivered the training program, 8% felt average and 8% felt poor about the way of trainer 

delivered the training program. 
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4.Do you feel training may be significant contribution to personal growth ? 

 

Attributes No of respondents % of respondents 

Strongly agree 70 58 

Agree 30 25 

Disagree 10 8 

Strongly disagree 10 8 

Total 120 100 

 

 

 

Interpretation: 

The above table indicates that 58% of the employees are strongly agreed significant 

contribution to personal growth. 25% of the employees are agreed significant contribution 

to personal growth. 8% of the Disagree& strongly disagree significant contribution to 

personal growth . 
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5.Do you accept that the training provides managerial capabilities of the staff ? 

 

Attributes No of respondents % of respondents 

Strongly Agree 90 75 

Agree 20 8 

Disagree 5 4 

Strongly disagree 5 4 

Total 120 100 

 

 

 

Interpretation: 

The above table indicates that 75% of the employees are strongly agreed the training 

program provided managerial capability of the staff. 8% of the employees are  agreed the 

training program provided managerial capability of the staff .4% are dis agree & strongly 

disagree the training program provided managerial capability of the staff. 
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6. Which of the following on the job training programs is provided to you ? 

 

Attributes No of respondents % of respondents 

Coaching 60 50 

Job rotation 30 25 

Job instruction 20 16 

Committee assignments 10 8 

Total 120 100 

 

 

Interpretation: 

The above table represents 50% of employee said that “ coaching” on the job training programs 

is provided to them, 25% of employee said that job rotation on the job training programs is 

provided to them, 16% of employee said that “ job instruction” on the job training programs is 

provided to them, 8% of employee said that committee assignments on the job training 

programs is provided to them. 
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7. Does the trainee has the right and freedom to express their doubts ideas the training 

program ? 

Attributes No of respondents % of respondents 

Strongly agree 50 41 

Agree 70 59 

Disagree 0 0 

Strongly disagree 0 0 

Total 120 100 

 

 

 

Interpretation: 

The above table represents 41% of employee “ strongly agree” the trainee has the right and 

freedom to express their doubts ideas the training , 58% of employee “ agree” the trainee has 

the right and freedom to express their doubts ideas the training. 
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8 . Has the trainer has provided sufficient material to you during training program ? 

Attributes No of respondents % of respondents 

Yes 100 84 

No 20 16 

Total 120 100 

 

 

 

 

Interpretation: 

The above table represents 84% of employee yes the trainer has provided sufficient material to 

you during training program, 16% of employee “no” the trainer has provided sufficient material 

to you during training program. 
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9. Do you think the training program is worthy to improve your personnel skills ? 

 

Attributes No of respondents % of respondents 

Yes 75 63 

No 0 0 

To some extent 45 37 

Total 120 100 

 

 

 

Interpretation: 

The above table represents 63% of employee respondents to“ yes” think the training program 

is worthy to improve your personnel skills. 37% of employee respondents to “ to some extent” 

think the training program is worthy to improve your personnel skills. 
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10. Do you feel the organizational maintenance of training programs is satisfactory ? 

 

Attributes No of respondents % of respondents 

Excellent 80 66 

Good 20 25 

Average 10 8 

Poor 10 8 

Total 120 100 

 

 

 

Interpretation: 

The above table represents 66% of employee respondents to “ excellent” feel the organizational 

maintenance of training programs is satisfactory, 25% of employee respondents to “ Good” 

feel the organizational maintenance of training programs is satisfactory, 8% of employee 

respondents to “average&poor”  feel the organizational maintenance of training programs is 

satisfactory. 
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11. Is the training program useful for future needs ? 

 

Attributes No of respondents % of respondents 

Yes 75 62 

No 20 16 

To some extent 25 20 

Total 120 100 

 

 

Interpretation: 

The above table represents 62% of employees said “yes” that the training program useful for 

future needs,  16% of employees said “no” the training program useful for future needs, 20% 

of employee said that “ to some extent” the training program useful for future needs. 

 

 

 

 

 

0

10

20

30

40

50

60

70

80

Yes No To some extent

N
o 

of
 R

es
po

nd
en

ts

Attributes

training program useful for future needs



59 
 

12. Is there availability of trainer in real time situations in the training ? 

 

Attributes No of respondents % of respondents 

Available 30 25 

Not available 20 16 

Occasionally available 70 58 

Total 120 100 

 

 

 

Interpretation: 

The above table represents 25% of employee said “ available” that availability of trainer in real 

time situations in the training, 16% of employee said “ not available” availability of trainer in 

real time situations in the training, 58% of employee said “ occasionally available” availability 

of trainer in real time situations in the training. 
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13. Is the duration of training program is sufficient ? 

 

Attributes No of respondents % of respondents 

Yes 100 83 

No 05 4 

To some extent 15 13 

Total 120 100 

 

 

Interpretation: 

The above table represents 83% of employee said “ yes” the duration of training program is 

sufficient, 4% of employee said “no” the duration of training program is sufficient, 13% of 

employee said “ to some extent” the duration of training program is sufficient. 
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14. Do you think the company is adopting the technology as per requirement ? 

 

Attributes No of respondents % of respondents 

Strongly agree 70 50 

Agree 50 41 

Disagree 5 4 

Strongly disagree 5 5 

Total 120 100 

 

 

Interpretation: 

The above table represents 50% of employee said “ strongly agree”  the company is adopting 

the technology as per requirement, 41% of employee said “ agree” the company is adopting the 

technology as per requirement, 4% of employee disagree  the company is adopting the 

technology as per requirement, 5 % of employee “ strongly disagree” the company is adopting 

the technology as per requirement. 
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15. Do you feel that the training program help to the bridge the gap between expected 

and actual performance? 

Attributes No of respondents %of respondents 

Yes 100 83 

No 20 17 

Total 120 100 

 

 

Interpretation: 

The above table represents 83% of employee said “ yes” think the company is adopting the 

technology as per requirement, 17% of employee said “ no” think the company is adopting the 

technology as per requirement. 
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Chapter 6 

Findings, Suggestions and Conclusion 
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Findings: 

1) Training method provides adequate job knowledge to the workers. 

2 )62% of the employees are satisfied with the training program develop the innovation. 

3)70% felt that they are free to clarified by trainer 

4 ) The training is helpful for significant contribution to personal growth. 

5 ) The training is useful to the employees managerial capabilities of the staff. 

6 ) job training programs are highly satisfied. 

7 )The trainer has provided sufficient material in during training program, 

8 )Training program is worthy to improve personal skills. 

9 ) The organizational maintenance of training program is satisfactory. 

10) Training program is useful for future needs. 
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Suggestions: 

1) Provide on-the-job training to employees as and when required. 

2) Ensure the involvement of employee during training period. 

3) Make the employee ready to face tomorrow needs. 

4)It is better to increase the duration of the training program. 

5 ) Training and development programmers must be properly implemented so as to enable the 

participants in performing their duties. 

6 ) Analyze the feedback report properly to take necessary steps next time. 

7 ) The content of the training program should also to be known to the trained well in advance. 

8 ) The trainee should be providing with personal assistance when he encounters learning 

obstacles. 

9 ) The trainee should be helped to see the need for training buy making him aware of the 

personal benefits. 

10 ) Analyze the feedback report properly to take necessary steps next time. 
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Conclusion: 

The study is concerned with training and development in East India Commercial  company ltd. 

, in eluru. The management of EICC limited is highly committed to impart training to their 

employees are required for any organization to achieve targets and compete with other core 

sectors. EICC is racing targets by expanding their employee talents and abilities. 

From the analysis Training and development is certainly an implementation and practically 

tested in introduction of with in the organization. It removes all the problems in the best 

continuity for a greater growth and development of the industry. 
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Questionnaire on Training and Development 

Employee Name:                                                      Department Name: 

Designation:                                                                Age: 

1)what is the training method provided by your organization? 

a)On-the-job                                  b)Off-the-job 

2)Do you feel that the training program develop  innovation ? 

a)Strongly agree      b)Agree      c)Disagree        d) Strongly disagree 

3) What is your opnion about the way trainer delivered  the training program ? 

a)Excellent            b)Good              c)Average               d)Poor 

4) Do you feel training that training contributes to personal growth ? 

a)Strongly agree      b)Agree      c)Disagree        d) Strongly disagree 

5)Do you accept that the training  improves managerial capabilities of the staff ? 

a)Strongly agree         b)Agree        c)Disagree            d) Strongly disagree 

6) Which of the following on the job training programs is provided to you ? 

a) coaching    b) job rotation c) job instruction d) Committe assignements 

7)Does the trainee has the right and freedom to express their doubts ideas during the Strongly 

training program? 

a) agree         b)Agree        c)Disagree            d) Strongly disagree 

8)Has the trainer  provided sufficent materal to you during training program ? 

a)Yes                                                       b)No 

9)Do you think the training program is worthy to improving your personal skills ? 

a)Excellent            b)Good              c)Average               d)Poor 

10.) Do you feel the organizational maintenance of training program is satisfactory ? 
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a)Excellent            b)Good              c)Average               d)Poor 

 

11) Is the training program is useful for future needs ? 

a)Yes                                                       b)No            c) to some extent 

12) Is there availability of trainer in real time situations in the training ? 

a)available                b)Not available   c) occasionally available 

13) Is the duration of training program  sufficient ? 

a) yes                                 b)No            c) to some extent 

14)Do you think the company is adopting the technology as per requirement? 

a)Strongly agree         b)Agree        c)Disagree            d) Strongly disagree 

15)Did you feel that the training program help to bridge gap between expected and actual 

performance ? 

a)Yes                                                       b)No 
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CHAPTER 1 
INTRODUCTION 
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1.1 INTRODUCTION 

Every modern economy is based on a sound financial system. A financial system is a 

set of institutional arrangements through which financial surpluses are mobilized from the 

units generating surplus income and transferring them to the others in need of them. The 

activities include production, distribution, exchange and holding of financial 

assets/instruments of different kinds by financial institutions, banks and other intermediaries 

of the market. The financial markets have two major components. They are money market 

and capital market  

A derivative is a financial instrument whose value depends on other, more basic, 

underlying variables. The valuable underlying could be prices of traded securities and stocks, 

prices of gold or copper. Derivatives have increasingly important field of finance, options 

and futures are traded actively on many exchanges, Forward contacts, Swap and different 

types of options are regularly traded outside exchanges by financial institutions, Banks and 

their corporate clients in what are termed as over the counter markets. In other words, there 

no single market place organized exchanges  

A derivative security is a security whose value depends on the value of together more 

basic underlying variable. These are also known as contingent claims. Derivatives securities 

have been very successful in innovation in capital markets.  

The emergence of the market for derivative products most notably forwards, futures 

and options can be traced back to the willingness of risk adverse economic agents to guard 

themselves against uncertainties arising out of fluctuations in asset prices. By their very 

nature, financial markets are market by a very high degree of volatility. Though the use of 

derivative products, it is possible to partially or fully transfer price risks by locking – in asset 

prices. As instrument of risk management these generally don’t influence the fluctuations in 

the underlying asset prices.  

However, by locking-in asset prices, derivative products minimize the impact of 

fluctuations in asset prices on the profitability and cash-flow situation of risk-averse investor.  

Derivatives are risk management instruments which derives their value from an 

underlying asset. Underlying asset can be Bullion, Index, Share, Currency, Bonds, Interest, 

etc. 
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Stock Exchanges  

Stock Exchange-traded derivatives are divided into those traded on a futures exchange such 

as (options and futures) and securities exchanges like warrants, structured products.  

Over the Counter Market  

Derivatives traded OTC is not regulated in terms of their features and contractual provisions. 
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1.2 NEED FOR THE STUDY   
The main purpose of this project is to know about the currency derivatives and 

its functioning. This helps to know in detail about brokerage industries right from 

inspection stage, future and options strategies. It also helps in risk management and 

loses are less in the risk management. Because my study depends upon in currency 

derivatives are used international changed in currency. 

The project study was done to ascertain the asset of allocation. The currency 

risk management is this would help in understanding the currencies in the market. 

About explain that new investors investing to the stock market.  
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1.3 SCOPE OF THE STUDY   

The project deals with the hedging strategies of currencies   markets in options 

the under the regulate environment after of SEBI regulation Act -1996 enforcing 

uniformity in rules and regulations performance evaluating currency derivatives this 

contained to three aspects namely  

1. Financial 

2. Investing public   

3. Regulatory body   

Investment performance of the currency derivatives is evaluating to through 

survey conducted on currency derivative investors considering the attitudes, 

satisfaction and other aspects   

Finally the impact off regulatory on the performance of currency derivatives 

and performance off selected other currency the period off study taken from 1-Nov 

2019 (only one month).  
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1.4 OBJECTIVES OF THE STUDY     
 

1. To understand the concept of hedging strategies in currency market derivatives         

2. To study the payoff profile of different options                                                                  

3. To study the volatility in currency markets and options   

4. To understand and evaluate the effectiveness of hedging  

5. To give suggestions based on the findings whether to buy or sell the currency 

derivatives by the investors. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



7 
 

 

1.5 RESEARCH METHODOLOGY   

Methodology is a systematic process of collecting information in order to 

analyze and verifies a phenomenon. Methodology, describes the method of achieving 

objectives through collection of data, the data collected can be either primary or 

secondary. 

 Data Collection  

The data collected is not a primary in nature but mostly secondary data was 

used. The secondary data gathered on monthly data base that should be used to 

calculate the risk through derivatives (in that used options) those are spot buy, call 

buy, call sell, put buy, put sell. According to those aim, taken a strike price and 

premium and aim collected high volatility month (i.e. 1-Nov- 2019) currency’s this 

data base collected from website invest India .com and evaluate the performance and 

we can the minimize the risk in currency’s.  

            The above information is carried on with the cooperation of management of  

• Primary data  

• Secondary data  

Primary Data:  

This data can be collected in various methods like survey, interviewing, 

feedback, i.e. Group Discussion etc., for collection of primary data the survey method 

is used, which involved predetermined questions. The structured questionnaire 

contained a form list of question framed so as to get the facts. But it involves high risk 

and huge expensive method to get the facts.  
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Secondary Data: 

The secondary data are those which have already been collected by some other 

agency and which have already been processed. The sources of secondary data are 

Annual Reports, browsing internet and through magazines. The information is 

collected from the financial statements and its information brochures of the 

organization information brochures of the organization. The data collected from 

various years books published articles & published annual reports of ICM P.LTD.  

 Data Analysis:  

The data collected for the present study have been analyzed with the help of 

tables, charts & graphs and mathematical tools for representation and schedule. 
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1.6 LIMITATIONS  

1. I had taken historical prices of one-month currency only. 

2. I had used call and put options only. 

3. I had not used any combinational strategies. 

4. Availability of data is limited. 

5. 45 days of time in collecting data which is limited for this vast kind of 

research 
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CHAPTER 2 
INDUSTRY PROFILE 
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INDUSTRY PROFILE 

STOCK BROKING INDUSTRY   

 

Indian Stock Markets are one of the oldest in Asia. Its history dates back to 

nearly200 years ago. The earliest records of security dealings in India are meagre and 

obscure. By 1830's business on corporate stocks and shares in Bank and Cotton 

presses took place in Bombay. Though the trading list was broader in 1839, there were 

only half a dozen brokers recognized by banks and merchants during 1840 and 1850. 

The1850's witnessed a rapid development of commercial enterprise and brokerage 

business attracted many men into the field and by 1860 the number of brokers 

increased into 60. In 1860-61 the American Civil War broke out and cotton supply 

from United States of Europe was stopped; thus, the 'Share Mania' in India begun. The 

number of brokers increased to about 200 to 250. However, at the end of the American 

Civil War, in1865, a disastrous slump began (for example, Bank of Bombay Share 

which had touched Rest 2850 could only be sold at Rest. 87). At the end of the 

American Civil War, the brokers who thrived out of Civil War in 1874, found a place 

in a street (now appropriately called as Dalai Street) where they would conveniently 

assemble and transact business. In 1887, they formally established in Bombay, the 

"Native Share and Stock Brokers ‘Association" (which is alternatively known as "The 

Stock Exchange"). In 1895, the Stock Exchange acquired a premise in the same street 

and it was inaugurated in1899. Thus, the Stock Exchange at Bombay was 

consolidated. Thus, in the same way, gradually with the passage of time number of 

exchanges were increased and at currently it reached to the figure of 24 stock 

exchanges.  

 

Brokerage firm 

            A brokerage firm, or simply brokerage, is a financial institution that 

facilitates the buying and selling of financial securities between a buyer and a seller. 

Brokerage firms serve a clientele of investors who trade public stocks and other 

https://en.wikipedia.org/wiki/Financial_institution
https://en.wikipedia.org/wiki/Financial_securities
https://en.wikipedia.org/wiki/Investor
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securities, usually through the firm's agent stock broker’s. Traditional, or "full service, 

" brokerage firm usually undertakes more than simply carrying out a stock or bond 

trade. The staff of this type of brokerage firm is entrusted with the responsibility of 

researching the markets to provide appropriate recommendations, and in doing so they 

direct the actions of pension fund managers and portfolio managers alike. These firms 

also offer margin loans for certain approved clients to purchase investments on credit, 

subject to agreed terms and conditions. Traditional brokerage firms have also become 

a source of up-to-date stock prices and quotes.  

https://en.wikipedia.org/wiki/Stockbroker
https://en.wikipedia.org/wiki/Stockbroker
https://en.wikipedia.org/wiki/Portfolio_managers
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LISTED COMPANIES NSE & BSE 

~ RELIANCE INDUSTRIES LTD.  

~ OIL AND NATURAL GAS CORPORATION 

LTD.  

~ BHARTI AIRTEL LIMITED  

~ NTPC LTD  

~ RELIANCE  

~ COMMUNICATIONS LTD.  

~ ICICI BANK LTD.  

~ INFOSYS TECHNOLOGIES LTD.  

~ TATA CONSULTANCY SERVICES LTD,  

~ BHEL,  

~ STATE BANK OF INDIA,  

~ STEEL AUTHORITY OF INDIA,  

~ LARSEN & TOUBRO LTD.,  

 HERO HONDA MOTORS LTD,  

~ ZEE ENTERTAINMENT LTD,  

~ INDIAN PETROCHEMICALS  

CORPORATION LTD.,  

~ CIPLA LTD,  

~ BHARAT PETROLEUM CORPORATION  

LTD.,  

~ VIDESH SANCHAR NIGAM LTD,  

~ DR. REDDY'S LABORATORIES,  

~ MAHANAGAR TELEPHONE NIGAM  

LTD,  

~ GLAXOSMITHKLINE PHARMA LTD.,  

~ ABB LTD. ,  

~ POWER GRID CORPORATION OF  

INDIA,  

• 

• 

• 

• 

• 

• 

• 

• 

• 

• 

• 

• 

• 

• 

• 

• 

• 

• 

• 

• 

• 

• 

• 

• 

• 

• 

 

ABB 

AdanaPower 

AbujaCements 

Apollo Tires 

EurobondPham 

Bajaj Holdings 

Bayer India 

BHEL 

BPCL 

Cairn India 

Centurion Bank 

Coal India 

Corporation Ban 

DabberIndia 

DLF 

EIH 

Exide Industry 

Fortis Health 

GlaxoSmith Con 

Godrej Consumer 

GUFlourochem 

HovelsIndia 

HDIL 

Hidalgo 

ICICI Bank 

IDFC 

India Securities 

Indian Bank 

InducedBank 

 

http://www.moneycontrol.com/india/stockpricequote/electricequipment/abb/ABB
http://www.moneycontrol.com/india/stockpricequote/electricequipment/abb/ABB
http://www.moneycontrol.com/india/stockpricequote/power-generationdistribution/adanipower/AP11
http://www.moneycontrol.com/india/stockpricequote/power-generationdistribution/adanipower/AP11
http://www.moneycontrol.com/india/stockpricequote/power-generationdistribution/adanipower/AP11
http://www.moneycontrol.com/india/stockpricequote/power-generationdistribution/adanipower/AP11
http://www.moneycontrol.com/india/stockpricequote/cement-major/ambujacements/AC18
http://www.moneycontrol.com/india/stockpricequote/cement-major/ambujacements/AC18
http://www.moneycontrol.com/india/stockpricequote/cement-major/ambujacements/AC18
http://www.moneycontrol.com/india/stockpricequote/cement-major/ambujacements/AC18
http://www.moneycontrol.com/india/stockpricequote/tyres/apollotyres/AT14
http://www.moneycontrol.com/india/stockpricequote/tyres/apollotyres/AT14
http://www.moneycontrol.com/india/stockpricequote/pharmaceuticals/aurobindopharma/AP
http://www.moneycontrol.com/india/stockpricequote/pharmaceuticals/aurobindopharma/AP
http://www.moneycontrol.com/india/stockpricequote/finance-investments/bajajholdingsinvestment/BHI
http://www.moneycontrol.com/india/stockpricequote/finance-investments/bajajholdingsinvestment/BHI
http://www.moneycontrol.com/india/stockpricequote/pesticidesagrochemicals/bayer%28india%29/BI04
http://www.moneycontrol.com/india/stockpricequote/pesticidesagrochemicals/bayer%28india%29/BI04
http://www.moneycontrol.com/india/stockpricequote/engineering-heavy/bharatheavyelectricals/BHE
http://www.moneycontrol.com/india/stockpricequote/engineering-heavy/bharatheavyelectricals/BHE
http://www.moneycontrol.com/india/stockpricequote/refineries/bharatpetroleumcorporation/BPC
http://www.moneycontrol.com/india/stockpricequote/refineries/bharatpetroleumcorporation/BPC
http://www.moneycontrol.com/india/stockpricequote/oildrillingandexploration/cairnindia/CI37
http://www.moneycontrol.com/india/stockpricequote/oildrillingandexploration/cairnindia/CI37
http://www.moneycontrol.com/india/stockpricequote/banks-privatesector/centurionbankpunjab/CBP01
http://www.moneycontrol.com/india/stockpricequote/banks-privatesector/centurionbankpunjab/CBP01
http://www.moneycontrol.com/india/stockpricequote/miningminerals/coalindia/CI11
http://www.moneycontrol.com/india/stockpricequote/miningminerals/coalindia/CI11
http://www.moneycontrol.com/india/stockpricequote/banks-publicsector/corporationbank/CB
http://www.moneycontrol.com/india/stockpricequote/banks-publicsector/corporationbank/CB
http://www.moneycontrol.com/india/stockpricequote/personalcare/daburindia/DI
http://www.moneycontrol.com/india/stockpricequote/personalcare/daburindia/DI
http://www.moneycontrol.com/india/stockpricequote/personalcare/daburindia/DI
http://www.moneycontrol.com/india/stockpricequote/personalcare/daburindia/DI
http://www.moneycontrol.com/india/stockpricequote/constructioncontracting-realestate/dlf/D04
http://www.moneycontrol.com/india/stockpricequote/constructioncontracting-realestate/dlf/D04
http://www.moneycontrol.com/india/stockpricequote/hotels/eih/EIH
http://www.moneycontrol.com/india/stockpricequote/hotels/eih/EIH
http://www.moneycontrol.com/india/stockpricequote/autoancillaries/exideindustries/EI
http://www.moneycontrol.com/india/stockpricequote/autoancillaries/exideindustries/EI
http://www.moneycontrol.com/india/stockpricequote/hospitalsmedicalservices/fortishealthcare%28india%29/FH
http://www.moneycontrol.com/india/stockpricequote/hospitalsmedicalservices/fortishealthcare%28india%29/FH
http://www.moneycontrol.com/india/stockpricequote/foodprocessing/glaxosmithklineconsumerhealthcare/GSC04
http://www.moneycontrol.com/india/stockpricequote/foodprocessing/glaxosmithklineconsumerhealthcare/GSC04
http://www.moneycontrol.com/india/stockpricequote/personalcare/godrejconsumerproducts/GCP
http://www.moneycontrol.com/india/stockpricequote/personalcare/godrejconsumerproducts/GCP
http://www.moneycontrol.com/india/stockpricequote/chemicals/gujaratfluorochemicals/GF07
http://www.moneycontrol.com/india/stockpricequote/chemicals/gujaratfluorochemicals/GF07
http://www.moneycontrol.com/india/stockpricequote/chemicals/gujaratfluorochemicals/GF07
http://www.moneycontrol.com/india/stockpricequote/chemicals/gujaratfluorochemicals/GF07
http://www.moneycontrol.com/india/stockpricequote/electricequipment/havellsindia/HI01
http://www.moneycontrol.com/india/stockpricequote/electricequipment/havellsindia/HI01
http://www.moneycontrol.com/india/stockpricequote/electricequipment/havellsindia/HI01
http://www.moneycontrol.com/india/stockpricequote/electricequipment/havellsindia/HI01
http://www.moneycontrol.com/india/stockpricequote/constructioncontracting-realestate/housingdevelopmentinfrastructure/HDI
http://www.moneycontrol.com/india/stockpricequote/constructioncontracting-realestate/housingdevelopmentinfrastructure/HDI
http://www.moneycontrol.com/india/stockpricequote/aluminium/hindalcoindustries/HI
http://www.moneycontrol.com/india/stockpricequote/aluminium/hindalcoindustries/HI
http://www.moneycontrol.com/india/stockpricequote/banks-privatesector/icicibank/ICI02
http://www.moneycontrol.com/india/stockpricequote/banks-privatesector/icicibank/ICI02
http://www.moneycontrol.com/india/stockpricequote/finance-termlendinginstitutions/infrastructuredevelopmentfinancecompany/IDF
http://www.moneycontrol.com/india/stockpricequote/finance-termlendinginstitutions/infrastructuredevelopmentfinancecompany/IDF
http://www.moneycontrol.com/india/stockpricequote/finance-leasinghirepurchase/indiasecurities/IS03
http://www.moneycontrol.com/india/stockpricequote/finance-leasinghirepurchase/indiasecurities/IS03
http://www.moneycontrol.com/india/stockpricequote/banks-publicsector/indianbank/IB04
http://www.moneycontrol.com/india/stockpricequote/banks-publicsector/indianbank/IB04
http://www.moneycontrol.com/india/stockpricequote/banks-privatesector/indusindbank/IIB
http://www.moneycontrol.com/india/stockpricequote/banks-privatesector/indusindbank/IIB
http://www.moneycontrol.com/india/stockpricequote/banks-privatesector/indusindbank/IIB
http://www.moneycontrol.com/india/stockpricequote/banks-privatesector/indusindbank/IIB
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~ RELIANCE ENERGY LTD,  

~ SIEMENS LTD,  

~ ACC LIMITED,  

~ AMBUJA CEMENTS LTD,  

~ HCL TECHNOLOGIES LTD,  

~ HINDALCO INDUSTRIES LTD,  

~ NATIONAL ALUMINIUM CO LTD,  

~ SUN PHARMACEUTICALS IND.,  

~ MAHINDRA & MAHINDRA LTD,  

~ TATA POWER CO LTD,  

~ PUNJAB NATIONAL BANK,  

~ RANBAXY LABS LTD,  

~ ITC LTD,  

~ RELIANCE PETROLEUM LTD.,  

~ HDFC LTD,  

~ WIPRO LTD,  

~ STERLITE INDUSTRIES LTD.,  

~ HDFC BANK LTD,  

~ TATA STEEL LIMITED,  

~ HINDUSTAN UNILEVER LTD.,  

~ SUZLON ENERGY LIMITED,  

~ GAIL (INDIA) LTD,  

~ GRASIM INDUSTRIES LTD,  

~ TATA MOTORS LIMITED,  

~ MARUTI UDYOG LIMITED   

• 

• 

• 

• 

• 

• 

• 

• 

• 

• 

• 

• 

• 

• 

• 

• 

• 

• 

• 

• 

• 

• 

IOB 

ITC 

Jaiprakash In 

TindalIron 

JSW Steel 

KodakMahindra 

Lupine 

Marico 

Max India 

Emphasis 

Nestle 

NTPC 

Oracle Finance 

Petro netLNG 

PrimalHealth 

Power Grid Corp 

ReelCapital 

Reliance Nature 

Rural Elect Cur 

Shree Cements 

Sintering 

Sun Parma 

Syngenta 

Tata InfoTech 

TCS 

 • Torrent Parma 

 • UltraTechCement 

 • United Phis 

 • Videocon Into 

 • Lockhart 

 

http://www.moneycontrol.com/india/stockpricequote/banks-publicsector/indianoverseasbank/IOB
http://www.moneycontrol.com/india/stockpricequote/banks-publicsector/indianoverseasbank/IOB
http://www.moneycontrol.com/india/stockpricequote/cigarettes/itc/ITC
http://www.moneycontrol.com/india/stockpricequote/cigarettes/itc/ITC
http://www.moneycontrol.com/india/stockpricequote/cement-mini/jaiprakashindustries/JI
http://www.moneycontrol.com/india/stockpricequote/cement-mini/jaiprakashindustries/JI
http://www.moneycontrol.com/india/stockpricequote/steel-large/jindalironsteelcompany/JIS
http://www.moneycontrol.com/india/stockpricequote/steel-large/jindalironsteelcompany/JIS
http://www.moneycontrol.com/india/stockpricequote/steel-large/jindalironsteelcompany/JIS
http://www.moneycontrol.com/india/stockpricequote/steel-large/jindalironsteelcompany/JIS
http://www.moneycontrol.com/india/stockpricequote/steel-large/jswsteel/JSW01
http://www.moneycontrol.com/india/stockpricequote/steel-large/jswsteel/JSW01
http://www.moneycontrol.com/india/stockpricequote/banks-privatesector/kotakmahindrabank/KMB
http://www.moneycontrol.com/india/stockpricequote/banks-privatesector/kotakmahindrabank/KMB
http://www.moneycontrol.com/india/stockpricequote/banks-privatesector/kotakmahindrabank/KMB
http://www.moneycontrol.com/india/stockpricequote/banks-privatesector/kotakmahindrabank/KMB
http://www.moneycontrol.com/india/stockpricequote/pharmaceuticals/lupin/L
http://www.moneycontrol.com/india/stockpricequote/pharmaceuticals/lupin/L
http://www.moneycontrol.com/india/stockpricequote/personalcare/marico/M13
http://www.moneycontrol.com/india/stockpricequote/personalcare/marico/M13
http://www.moneycontrol.com/india/stockpricequote/packaging/maxindia/MI
http://www.moneycontrol.com/india/stockpricequote/packaging/maxindia/MI
http://www.moneycontrol.com/india/stockpricequote/computers-software/mphasis/MB02
http://www.moneycontrol.com/india/stockpricequote/computers-software/mphasis/MB02
http://www.moneycontrol.com/india/stockpricequote/foodprocessing/nestleindia/NI
http://www.moneycontrol.com/india/stockpricequote/foodprocessing/nestleindia/NI
http://www.moneycontrol.com/india/stockpricequote/power-generationdistribution/ntpc/NTP
http://www.moneycontrol.com/india/stockpricequote/power-generationdistribution/ntpc/NTP
http://www.moneycontrol.com/india/stockpricequote/computers-software/oraclefinancialservicessoftware/OFS01
http://www.moneycontrol.com/india/stockpricequote/computers-software/oraclefinancialservicessoftware/OFS01
http://www.moneycontrol.com/india/stockpricequote/oildrillingandexploration/petronetlngltd/PLN
http://www.moneycontrol.com/india/stockpricequote/oildrillingandexploration/petronetlngltd/PLN
http://www.moneycontrol.com/india/stockpricequote/oildrillingandexploration/petronetlngltd/PLN
http://www.moneycontrol.com/india/stockpricequote/oildrillingandexploration/petronetlngltd/PLN
http://www.moneycontrol.com/india/stockpricequote/pharmaceuticals/piramalhealthcare/PH05
http://www.moneycontrol.com/india/stockpricequote/pharmaceuticals/piramalhealthcare/PH05
http://www.moneycontrol.com/india/stockpricequote/pharmaceuticals/piramalhealthcare/PH05
http://www.moneycontrol.com/india/stockpricequote/pharmaceuticals/piramalhealthcare/PH05
http://www.moneycontrol.com/india/stockpricequote/power-generationdistribution/powergridcorporationindia/PGC
http://www.moneycontrol.com/india/stockpricequote/power-generationdistribution/powergridcorporationindia/PGC
http://www.moneycontrol.com/india/stockpricequote/finance-investments/reliancecapital/RC
http://www.moneycontrol.com/india/stockpricequote/finance-investments/reliancecapital/RC
http://www.moneycontrol.com/india/stockpricequote/finance-investments/reliancecapital/RC
http://www.moneycontrol.com/india/stockpricequote/finance-investments/reliancecapital/RC
http://www.moneycontrol.com/india/stockpricequote/oildrillingandexploration/reliancenaturalresources/REN
http://www.moneycontrol.com/india/stockpricequote/oildrillingandexploration/reliancenaturalresources/REN
http://www.moneycontrol.com/india/stockpricequote/finance-termlendinginstitutions/ruralelectrificationcorporation/REC02
http://www.moneycontrol.com/india/stockpricequote/finance-termlendinginstitutions/ruralelectrificationcorporation/REC02
http://www.moneycontrol.com/india/stockpricequote/cement-major/shreecements/SC12
http://www.moneycontrol.com/india/stockpricequote/cement-major/shreecements/SC12
http://www.moneycontrol.com/india/stockpricequote/diversified/sintexindustries/SI27
http://www.moneycontrol.com/india/stockpricequote/diversified/sintexindustries/SI27
http://www.moneycontrol.com/india/stockpricequote/pharmaceuticals/sunpharmaceuticalindustries/SPI
http://www.moneycontrol.com/india/stockpricequote/pharmaceuticals/sunpharmaceuticalindustries/SPI
http://www.moneycontrol.com/india/stockpricequote/pesticidesagrochemicals/syngentaindia/SI66
http://www.moneycontrol.com/india/stockpricequote/pesticidesagrochemicals/syngentaindia/SI66
http://www.moneycontrol.com/india/stockpricequote/computers-hardware/tatainfotech/TI
http://www.moneycontrol.com/india/stockpricequote/computers-hardware/tatainfotech/TI
http://www.moneycontrol.com/india/stockpricequote/computers-software/tataconsultancyservices/TCS
http://www.moneycontrol.com/india/stockpricequote/computers-software/tataconsultancyservices/TCS
http://www.moneycontrol.com/india/stockpricequote/pharmaceuticals/torrentpharmaceuticals/TP06
http://www.moneycontrol.com/india/stockpricequote/pharmaceuticals/torrentpharmaceuticals/TP06
http://www.moneycontrol.com/india/stockpricequote/cement-major/ultratechcement/UTC01
http://www.moneycontrol.com/india/stockpricequote/cement-major/ultratechcement/UTC01
http://www.moneycontrol.com/india/stockpricequote/chemicals/unitedphosphorous/UP04
http://www.moneycontrol.com/india/stockpricequote/chemicals/unitedphosphorous/UP04
http://www.moneycontrol.com/india/stockpricequote/consumergoods-electronic/videoconinternational/VI
http://www.moneycontrol.com/india/stockpricequote/consumergoods-electronic/videoconinternational/VI
http://www.moneycontrol.com/india/stockpricequote/pharmaceuticals/wockhardt/W05
http://www.moneycontrol.com/india/stockpricequote/pharmaceuticals/wockhardt/W05
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List of Top Brokerage Firms in India  

 

Here are the top brokerage companies in India  

 India bulls Securities 

 

India bulls Securities is the leading brokerage firm in India, which started functioning 

in the year 2000. The company's businesses include real estates, home loans, power, securities 

and IT. India bull’s securities is headquartered in Gurgaon, Haryana and employs over 4,000 

people. Across the nation, India bull’s securities operates through its 450 branches. The 

company provides its services both through off-line and on-line channels. India bulls 

Securities boasts of running one of the most efficient and fastest trading base in India. Rest. 

1200 is the trade account opening fees at India bulls Securities. 

India bulls group  

The India bulls Group is an Indian conglomerate headquartered in Gurgaon, India. It 

was founded by Mr. Sameer Gelato (Chairman) in 1999, and operates in sectors spread across 

housing finance, real estate & wealth management. The three main independently listed 

companies of the group are India bulls Housing Finance Limited (IBHFL), India bulls Real 

Estate Limited (IBREL), and India bulls Ventures Limited (IBVL)   

The India bulls Group has a net worth of Rest. 15,332 Cr. as of 30 June, 15 and is one of the 

top dividend paying groups amongst the Indian listed promoter owned group/companies.  

In 2013, India bulls Financial Services reverse merged with its own subsidiary India bulls 

Housing Finance to form the flagship company of the group  
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Listing  

All the group companies are independently listed on the Bombay Stock Exchange and 

the National Stock Exchange. The combined market capitalization of the companies is 

Rest. 32,540 cr. as of 6 August 2015.  

India bulls Real Estate Limited’s GDR’s are also listed on the Luxembourg stock 

exchange  

Operations  

Headquarters: India bulls House, Gurgaon;   

Corporate office: India bulls Finance Centre, Elphin stone, Mumbai;  

Presence: Across India and representative offices in UK & Dubai  

India bulls Housing Finance Limit  

India bulls Housing Finance Ltd (IBHFL) was incorporated in May’ 2005 as a 

subsidiary of India bulls Financial Services Ltd., registered as a Housing Finance 

Company and regulated by National Housing Bank. It provides Home loans and Loan 

against Property to individuals and corporates for purchase/construction of residential 

property. IBHFL is the 2nd largest private housing finance company in India by 

profits. The company has a loan book of Rest. 54,022 Cr. And it has cumulatively 

disbursed loans of over Rest. 1, 00,000 Cr as of June 30, 2015. The company’s 

average ticket size for home loans is Rest. 24 laces& average tenure is 15 years 
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 Share khan Limited 

 

Share khan Limited was also established in 2000 and is one of the top 

brokerage firms in India today. With its head office in Mumbai, Maharashtra, share 

khan is present in around 450 cities in India and it is serving over 9,50,000 customers 

through its 429 outlets across the country. Share khan has two branches in Oman and 

UAE as well. The services provided by Share Khan Ltd. include equities trade 

execution, portfolio management, distribution of mutual funds and commodities, 

structured products and insurance. One can open their trade account with Share Khan 

Ltd. with Rest. 750 (Classic account) and Rest.1000 (Trade Tiger). 

SHAREKHAN LTD  

Share khan is one of the leading retail brokerage firms in the country.  

It is the retail broking arm of the Mumbai-based SSKI [SHRIPAL SHEWANTILAL 
KANTILAL ISWARNATH LIMITED]. 

Share khan Ltd. is a brokerage firm which is established on 8th February 2000.  

It has one of the largest networks in the country with 1200+ share shops in 400 cities.  

Share khan provides 4 in 1 account.  

De-mat a/c [Free account opening]  

Trading a/c [for cash calculation]   

Bank a/c [for fund transfer]   

Share khan provides main two different accounts:  

 Classic account  

Trade Tiger  

Share khan provides commodity facility. Share khan trades on two major commodity 
exchanges in India.  

MCX (Multi Commodity Exchange of India Ltd)  

NCDEX (National Commodity & Derivatives Exchange Limited)  
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 Share khan provide Advisory Products by which customer can get proper advise for 
investing their money in proper way by which they can earn more profit.   

1. Top picks Portfolio   

2. 123 portfolios   

3. Smart Trade Portfolio   

4. Derivatives Portfolio   

5. Nifty Portfolio  

6. Portfolio Doctor  

 

 Angel Broking Limited 

 
Angel Broking started its operations in 1987 and has its headquarters in 

Mumbai, the commercial capital of India. Angel Broking is involved in the businesses 

such as equity trading, portfolio management services, commodities, mutual funds, 

IPO, Life Insurance, Investment Advisory and Depository Services. Angel Broking 

has more than 5,500 terminals in around 400 branches across India.  

            In a shot span of 22 years since inception, the Angel Group has emerged as 

one of the top five retail stock broking houses in India, having membership of BSE, 

NSE and the two leading Commodity Exchanges in the country i.e. NCDEX & MCX. 

Angel Broking is also registered as a Depository Participant with CDSL.  

            The group is promoted by Mr. Dinesh Thakkar, who started this business as a 

sub-broker in 1987 with a team of 3. Today the angel group is managed by a team of 

1937 direct employees and has a nationwide network comprising of 21 Regional hubs, 

124 branches and 6810 sub brokers & business associates. Angel is 100% focused on 

retail stock broking business unlike any other larger national broking house. The 

group currently services more than 5.9 thousand retail clients.    
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            Angel habitually generates value added features without the cost burden being 

passed on to the clients as they strongly believe that better understanding of client’s 

needs and wants is their top priority.  Their e-broking facility is one such effort, which gives 

the client a platform to access state of the art trading facility at the click of a button.  

            Angel has always strived for delivering customer delight and developing strong long 

term bonds with its clients as well as channel partners.  Angel thrives on a vision to introduce 

new and innovative products and services constantly.  Moreover, Angel has been among the 

pioneers to introduce the latest technological innovations and integrate them efficiently within 

its business.  

About the Angel 

            Angel Booking’s tryst with excellence in customer relations began more than 

20 years ago. Angel Group has emerged as one of the top 3 retail broking houses in 

India and incorporated in 1987. Today, Angel has emerged as a premium Indian 

stock-broking and wealth management house, with an absolute focus on retail 

business and a commitment to provide "Real Value for Money" to all its clients.  

It has memberships on BSE, NSE and the leading commodity exchanges in India 
NCDEX & MCX Angel is also registered as a depository participant with CDSL  

• Incorporated    :1997  

• BSE Membership  :1997  

• NSE membership  :1998  

• Member of NCDEX and MCX  

• Depository Participants with CDSL  Angel’s presence 

• Nation- wide network of 21 regional hubs  

• Presence 124 cities  

• 6800 + sub brokers & business associates 5.9 lakh +clients  
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• Reliance Money 

 

Reliance Money is retail Brokerage Company and a subsidiary of the 

prestigious Reliance Industries. It was founded in 1987 and is based in Mumbai, 

Maharashtra. On a nationwide level,  

Reliance Money runs its business through 150 branches and around 2,000 

employees. Reliance Money provides services related to mutual funds, fixed income, 

gold, portfolio management services and structured products. Rest. 750 are charged by 

Reliance Money to open a Demit or a trade accounts 

• Kotak Securities Limited  

 
With its headquarters in Mumbai, Kodak Securities Limited started its 

operations in 1994. It is subsidiary of Kodak Mahindra Bank. Over 5.58 lakh 

customers have an account with Kodak Securities. It has 450 branches in around 352 

cities in India. The service base of Kodak Securities consists of stock broking, 

portfolio management services and other customer oriented financial services.  

• India Info Line Services 

 
Like most of the other brokerage firms, India Info line Services has its 

headquarters in Mumbai. It was started in 1995 and serves more than 2 million 

customers. The company has around  



21 
 

650 locations in India and abroad. It is present in Sri Lanka, Mauritius, 

Singapore, Hong Kong, Dubai, Switzerland, UK and USA. Rest. 750 is the amount 

required to open a demit account with India Info line Services.  

• HDFC Securities 

 
HDFC Securities is based in Mumbai and over 1 million customers have an 

account with it. The business services that HDFC Securities provides are mutual 

funds, equity, IPO, national pension system, NRI offerings, insurance, fixed deposits, 

bonds and loans. HDFC Securities has over 100 branches in India and has got over 

1,500 employees working for it.  

HDFC Securities Limited is a financial services intermediary and a subsidiary 

of HDFC Bank, a private sector bank in India. It is one of the leading stock broking 

companies in India and have completed 15 years in operation. HDFC securities were 

founded in the year 2000 and is headquartered in Mumbai with branches across major 

cities and towns in India. HDFC securities began operations in April 2000. In the 

beginning it was a joint venture between HDFC Bank Limited, HDFC Limited and 

Indocean securities Holdings Limited. Along with offering stock broking services, 

HDFC securities is also a distributor of financial products. In 2006, HDFC Bank 

bought HDFC Ltd.’s stake and in 2008 acquired another 4% from Indocean securities. 

Currently HDFC securities is a subsidiary of HDFC Bank  

Management  

• Mr. Bharat Shah - Chairman, HDFC securities Limited   

• Mr. HiramRely - Managing Director & CEO, HDFC securities Limited  

• Mr. CV Ganesh - Chief Operating Officer & Chief Financial Officer  

• Mr. Jyotheesh Kumar - EVP & Head Marketing, Distribution & Product  

https://en.wikipedia.org/wiki/HDFC_Bank
https://en.wikipedia.org/wiki/HDFC_Bank
https://en.wikipedia.org/wiki/Mumbai
https://en.wikipedia.org/wiki/HDFC_Bank
https://en.wikipedia.org/wiki/HDFC_Bank
https://en.wikipedia.org/wiki/HDFC_Bank
https://en.wikipedia.org/wiki/Housing_Development_Finance_Corporation
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Business  

            HDFC Securities Ltd, is a stock broking and distribution arm of the HDFC 

Group. One of the oldest broking houses in India, its operations include stock broking 

and distribution of various financial products. It is a corporate member of both the 

Bombay Stock Exchange (BSE)and the National Stock exchange (NSE). HDFC 

securities is well known with professional traders for its comprehensive online trading 

portal offerings.  

Milestones  

April 2000: Inception of HDFC securities. It was a joint venture among HDFC Bank 
Limited, HDFC Limited and Indocean securities Holdings Limited.[8]April 2000: 
Inauguration of the first branch in Mumbai  

May 2000: HDFC securities launched its own website  

June 2000: Launched stock trading on Bombay Stock Exchange  

August 2000: Launched stock trading on National Stock Exchange  

November 2000: Introduction of online trading  

August 2003: Rolled out online trading in Futures & Options  

January 2006: Introduced online IPO/FD system that allowed investors to invest in 
IPOs and Corporate Fixed Deposits online  

March 2008: Pioneered the concept of SIPin equities by launching Do-It-Yourself 
(DIYSIP) in equities and ETFs  

December 2009: Launched BLINK: a trading engine that lets traders place stock 
orders at lightning fast speed,  

November 2010: Launched state of the art website with several advanced features 
such as unified search option, single sign on, search engine friendly architecture, 
portfolio tracker and a robust research radar  

February 2011: One of the first brokerage houses to launch mobile trading app for 
equity trading  

June 2011: Rolled out Futures & Options on mobile trading platform  

December 2011: Launched an exclusive mobile trading app for Android phones and 
Blackberry  

https://en.wikipedia.org/wiki/Stock_broker
https://en.wikipedia.org/wiki/Housing_Development_Finance_Corporation
https://en.wikipedia.org/wiki/Housing_Development_Finance_Corporation
https://en.wikipedia.org/wiki/Bombay_Stock_Exchange
https://en.wikipedia.org/wiki/Bombay_Stock_Exchange
https://en.wikipedia.org/wiki/National_Stock_Exchange_of_India
https://en.wikipedia.org/wiki/HDFC_securities#cite_note-8
https://en.wikipedia.org/wiki/HDFC_securities#cite_note-8
https://en.wikipedia.org/wiki/Systematic_Investment_Plan
https://en.wikipedia.org/wiki/Systematic_Investment_Plan
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March 2012: Launched an exclusive mobile trading app for iPhone  

June 2012: Started offering National Pension System  

August 2012: Launched Deep ORS, a sophisticated portfolio tracker that allows 
investors to trade from their portfolio itself.  

June 2013: Introduced e-filing of Income Tax Return  

June 2013: Introduced online mutual fund service that allows customers to invest in 
mutual fund units through their trading account  

July 2013: Took DIYSIP online whereby the investors can invest, track and manage 
their DIYSIP investments online.  

April 2014: Launched an exclusive trading app for iPad 

June 2014: Launched next generation trading app for iPhone which facilitates a 
holistic investment experience  

September 2014: Launched next generation trading app for Android Phone which 
facilitates a holistic investment experience  

 

• ICICI Direct 

 
             ICICI Direct is a subsidiary of the leading private bank the ICICI Bank and is 

headquartered in Mumbai, Maharashtra. It is involved in businesses such as equity, mutual 

funds, ETF, life insurance, fixed deposit, bonds and loans. ICICI Direct has around 300 

branches across the country and over 2,000 employees. A trade account at the ICICI Direct 

can be opened with a fee of Rest. 750.  

 



24 
 

• Bajaj Capital 

 
             A relatively new player in the brokerage market, Bajaj Capital started in 2008 

and is based in Mumbai. It operated via 150 branches on pan India basis and a strong 

base of around 2,500 employees. It serves its customers through services related to 

mutual funds, fixed deposits, bonds, insurance, real estate and stocks.  

• Aditya Birla Money 

 

Aditya Birla Money is the brokerage arm of the Indian conglomerate the 

Aditya Birla Group. It is headquartered in Mumbai, Maharashtra and has 150 branches 

across the nation. The business solutions provided by Aditya Birla Money concern 

broking and distribution, wealth management, corporate and treasury services, real 

estate advisory and online money management. A total of 2,500 employees contribute 

to the operations.  

 Bajaj Capital Ltd. 

         Bajaj Capital is India's Premier Investment Services Company and caters to 

the Financial Needs of Indian Investors through a wide range of Financial 

products ranging across Mutual Funds, Life Insurance solutions, General 

Insurance and Fixed Income products. The group was founded by Mr. K Bajaj, a 

Lawyer turned Entrepreneur in 1964. Mr. Bajaj continues to guide the group as its 

current Chairman and today the group has carved a niche for itself as honest, 

ethical, independent and unbiased relationship managers, offering a world-class 

service. Bajaj Capital has over 142 offices in 77 cities across India; and serves 

over 8, 00,000 clients.  
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         Bajaj Capital launched its Online Investment services under the brand name of 

Just Trade on 03rd January 2008. Just trade caters to investors who wish to transact 

online (www.justtrade.in) across Equity, Mutual funds or IPOs seamlessly through 

the click of a button. Over the Counter trading facilities are also provided through 

15 dedicated Offline canters across the country.  

 

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
 
 



26 
 

 
 
 
 
 

CHAPTER 3 
COMPANY PROFILE 

 

 

 

 

 

 

 

 

 

 

 



27 
 

COMPANY PROFILE 

 

Our Company is one of the largest independent full-service retail broking house in 

India, in terms of active clients on NSE as of July 31, 2018 (Source: CRISIL Report). We are 

a technology led financial services company, that provides broking and advisory services, 

margin funding, loans against shares (through one of our Subsidiaries, AFPL) and financial 

products distribution to our clients under the brand “Angel Broking”. Our broking services 

are offered through (i) our online and digital platforms, and (ii) our network of more than 

11,000 sub-brokers, as of June 30, 2018. We have more than 850,000 downloads of our 

Angel Broking mobile app and more than 450,000 downloads of our Angel BEE app as of 

June 30, 2018, which enables our clients to avail our services digitally. Through our network 

of sub-brokers and over 110 branches, we have a pan-India presence across 1,800 cities and 

towns, as of June 30, 2018. As at June 30, 2018, our Company managed ₹ 113,023.06 million 

in client assets and over 1.11 million active broking accounts.  

We believe that our experience of over two decades has helped us to integrate our 

knowledge and expertise in the broking industry with the technology we provide to our retail 

clients through various platforms. We have enhanced client engagement and experience 

through application of technology to broking services including, launch of our mobile 

application for our broking services in the year 2011 and KYC authentication and complete 

client on-boarding through the electronic and digital medium in the year 2015 and 2016, 

respectively. During the quarter ended June 30, 2018, 87.25% of our revenue through our 

direct services and 46.49% of the revenue through our sub-brokers was provided through our 

online and digital platforms. This aggregates to 59.88% of our broking revenues, being 

earned through our online and digital platforms for the quarter ended June 30, 2018. Our 

primary focus is to profitably grow our retail broking, margin funding and distribution 

businesses through our online and digital platforms, “Angel Broking App”, 

“trade.angelbroking.com”, “Angel SpeedPro”, “Angel BEE”, which are powered by “ARQ”, 

a rule-based investment engine. We believe that we are positioned to benefit from the 

development of the Indian financial market, increased emphasis on digitalisation, and growth 
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in the returns from such financial investments. We have received several awards and 

accolades for our services and products, including ‘Best performing retail member - Pan India 

2016-17’ Award at Market Achievers Awards organised by NSE, one of the ‘Top Volume 

Performers in Equity Retail Segment 2016-17’ by BSE, the ‘Fulcrums of Commodity 

Derivatives Market’ Award by MCX in 2018 and the ‘Best Technology House of the Year’ in 

2016 at the ASSOCHAM Excellence Awards.     

We provide a wide range of financial services to our clients including and in relation to:  

 1. Broking and Advisory: We provide broking services across equity (cash-delivery, intra-

day, futures and options), commodity and currency segments, along with debt products. We 

facilitate participation of our clients in initial public offerings undertaken by various 

companies. As a part of the broking and advisory services offered by us, we also facilitate 

opening of demat accounts for our clients. Our Company is a member of BSE, NSE, MSEI, 

MCX and NCDEX in order to provide broking services. To complement our broking and 

advisory services, we also provide the following additional services to our clients: 

(i) Research Services: We have a dedicated research team which publishes research reports 

on a daily, weekly and monthly basis for our clients, to enable them to make informed 

investment decisions across equity, commodity and currency segments.   

 

(ii) Investment Advisory: We provide investment advisory services to our retail clients with 

customized investment recommendations which we believe assists our clients in achieving 

their investment goals across various investment avenues such as equities, debt, currency, 

commodities, derivatives, mutual funds and insurance products.   

(iii) Investor Education: Our website, www.angelbroking.com, is also a knowledge center 

which aims to empower investors, including our clients, with an understanding in respect of 

trading and investments products. As part of our investor awareness initiative, we regularly 

undertake sessions through various digital mediums, to enhance our retail clients’ knowledge 

regarding our products, research and market trends.  

 2. Other Financial Services: In addition to our broking and advisory services, we also 

provide the following financial services that may enable our clients to achieve their financial 

goals:   
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(i) Margin Trading Facility: We provide margin trading facility to our clients for leveraging 

their eligible collaterals by funding their requirements on the cash delivery segment of 

equities. Such funding is subject to exposure against margins that are mandated by the stock 

exchanges, with the securities forming a part of the collateral for such funding.   

(ii) Distribution: We undertake distribution of third-party financial products such as mutual 

funds, and health and life insurance products, according to our clients’ requirements. Such 

distribution is undertaken through both our offline channels and our digital platforms, “Angel 

Broking” and “Angel BEE”. We believe that our distribution business helps our clients to 

achieve their financial and risk mitigation objectives by providing them with personal wealth 

management services.   

(iii) Loans against shares: Through our Subsidiary, AFPL, which is registered as an NBFC, 

we provide loans against shares to our retail clients.   

Our consolidated revenue from operations was ₹ 1937.14 million, ₹ 7,647.65 million, ₹ 

5,369.23 million and ₹ 4,474.10 million for the quarter ended June 30, 2018 and in Financial 

Years 2018, 2017 and 2016, respectively. Further, our net profit as restated was ₹ 255.91 

million, ₹ 1,079.28 million, ₹ 310.14 million and ₹ 317.24 million for the quarter ended June 

30, 2018 and in Financial Years 2018, 2017 and 2016, respectively. In Financial Year 2018, 

our return on net worth* was 22.72%. *Return on Net Worth (%) = Net profit as restated 

divided by Net worth at the end of the year/ period.    

Our Strengths  

 We believe we have the following competitive strengths:  

1. One of the largest retail broking houses with strong brand equity   

 Our Company is one of the largest independent full-service retail broking house in 

India, in terms of active clients on NSE as of July 31, 2018 (Source: CRISIL Report). We 

believe that our branch and sub-broker network, spread across 1,800 cities and towns and our 

online and digital platforms enable us to reach a large population of retail clients across India. 

Over the years, we have increased our market share in the retail broking space in India, in the 

cash segment from 6.24% in Financial Year 2016, to 8.84% in Financial Year 2018. Between 

Financial Year 2016 and Financial Year 2018, the number of our active clients increased 

from 0.72 million clients to 1.06 million clients. We believe that we have developed a 
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dedicated client base due to our client-centric approach in respect of the services we provide, 

user-friendly online and digital interface; and the ability to provide seamless access to all 

segments of the stock markets. As part of our efforts to facilitate increased participation by 

our clients in initial public offerings, we offer our services to the clients to submit 

applications through the ASBA mechanism. We believe that we have the ability and 

infrastructure to meet the growing need for application of information technology and 

digitalisation to the broking industry.  

The “Angel Broking” brand, established over 20 years ago, has over the years built an 

online and digital broking and financial services platform, with a pan-India presence. We 

provide our broking, margin funding, advisory and financial services through our brands 

“Angel Broking” and “Angel BEE”, powered by “ARQ”, which we believe are well 

recognized brands in the retail broking industry in India and are capable of addressing the 

financial investment and risk mitigation requirements of Indian retail clients. We believe that 

we have a strong brand presence using a targeted strategy of offering services under different 

brands to cater to a diverse group of clients. We believe that we are well placed to capitalise 

on the expected growth in the broking sector in India due to our early mover advantage in 

providing broking, financial and advisory services through both, our online and offline 

channels.   

Our research reports and analysis are widely available through print, television media, 

online and digital platforms, “Angel Broking” and “Angel BEE” and through our sub-broker 

network, which enables our clients to make informed investment decisions. 

2. Ensuring client satisfaction through the implementation of advanced technology and 

digitalisation 

We remain focussed on innovation and implementation of technology across various 

services offered by us, which we believe has increased client satisfaction and client referrals. 

Our mobile based applications across the broking and advisory businesses have been 

consistently appreciated and awarded. We believe that we have successfully implemented 

technology to the broking and advisory business in India, from acquisition of clients to the 

settlement of trades, remittance of funds and providing our clients with necessary data and 

reports to ensure that our clients are provided with customised and holistic solutions.  
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 We believe that our emphasis on providing our clients with services through 

technological platforms has enabled us to rationalise the cost we incur to service our clients’ 

needs, leading to cost-efficiency. We apply digitalisation in the client acquisition process in 

both the offline and online channels which we believe has enabled us to achieve 

standardisation in product and service delivery to our clients. We are also one of the leading 

independent full-service retail broking houses in terms of active clients on NSE as of July 31, 

2018 (Source: CRISIL Report) in India which have applied a rule based investment engine, 

“ARQ” to our broking and advisory services. A combination of both, our fundamental 

knowledge of the markets and market insights; and the application of a rule based system has 

resulted in us being able to provide customised advice and services to our clients. We have 

continuously aimed to provide personalized services while giving clients the choice of where, 

when, and how they avail the services offered by our Company. For instance, in 2016, we 

have launched “ARQ”, which is rule based investment engine for our retail clients, which 

uses the “Modern Portfolio Theory” in order to provide our clients a convenient means to 

make investments. Further, we have recently launched a mobile application, “Angel BEE”, 

which is an aggregated advisory platform to cater to the millennial generation, providing 

investment advisory services to them. Further, we believe our research capabilities have, over 

time, gained recognition and are supplemented by “ARQ” ensuring more accuracy in our 

recommendations.  

Our technology and innovation has been recognized over the years, through awards 

such as ‘Best Technology House of the Year 2016’ by ASSOCHAM and we have also 

received the ‘CEO Award for Digital Investing Platform of the Year 2017’ award at the BSE 

Commodity Equity Outlook Awards. 

3.  Strong client base through our online and digital platform and sub-broker network  

Our broking services are offered through (i) our online and digital platforms, (ii) our 

network of more than 11,000 subbrokers, as of June 30, 2018; and (iii) dedicated dealer 

helpdesks at our service centres in New Delhi and Mumbai. Over time, we have focussed on 

increasing our online and digital presence and providing our clients with a seamless 

experience. We believe that we have developed a strong retail client base, over time, with 

1.11 million active clients as of June 30, 2018. In terms of the number of sub-brokers, our 

market share is 9.39% in the NSE cash segment and 11.96% in the NSE F&O segment, as of 

March 31, 2018.  



32 
 

Our online platforms, “Angel Broking”, “trade.angelbroking.com”, “Angel SpeedPro” 

and “Angel BEE”, powered by ARQ, allow us to provide our clients with an ability to 

manage their wealth and investments in an efficient and organized manner. We believe that 

our offline channels and our large sub-broker network, enables us to augment the reach of our 

electronic broking platform and also provides us with a way to increase trading volume 

through our electronic broking platform. Our online presence has been strengthened by the 

launch of “Angel BEE”, by increasing the reach of our existing distribution network. In 

addition to our strong online presence, our distribution business is supported by our branches 

and sub-broker network. Our geographical presence across 1,800 cities and towns has helped 

us develop a better understanding of specific needs of individuals and preferences and 

enabled us to tailor the services offered by us to the evolving needs of our clients. Further, we 

believe that our online and digital presence enables us to reach retail clients across 

geographies. The number of direct clients who have been acquired through our online and 

digital platforms has increased from 27,173 clients for the Financial Year ended March 31, 

2016 to over 60,650 clients for the Financial Year ended March 31, 2018.  

We believe that, over the last few years, we have increased penetration and presence 

in India including in certain NorthEastern states. The cost-efficiencies arising due to 

economies of scale and greater and concentrated brand visibility due to focused 

implementation of marketing and advertising initiatives, driven by our digital outreach have 

helped us grow our business over the years.  

4. Significant market share in the cash and commodity segment  

Our broking, distribution and advisory services are backed by robust infrastructure 

and has processed, at peak usage, approximately 0.95 million trades in a day. Our market 

share in the commodity segment has increased from 7.62% in Financial Year 2016 to 8.31% 

in Financial Year 2018 (Source: MCX). We had over 8.84% of market share in retail 

exchange turnover of the equity cash segment in Financial Year 2018.  

We believe that such an increase is primarily due to quality of our investment advice 

offered and our trade execution abilities, combined with our focus on providing technology 

enabled solutions. We leverage our strong research capabilities and capitalise on proprietary 

analytical models to analyse information and make informed investment and trading 

recommendations to our clients. With our dedicated research team and experienced 

professionals to understand the needs of our clients, we believe that we are well-positioned to 
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provide value added investment advice. We have also been accredited for our cash and 

commodity business by ASSOCHAM as being the “Best Market Analyst in Commodity 

Futures” in 2017 and by MCX as the “Best Commodity Broker of the Year 2016 - 2017”.     

5. Track record of continuous growth and strong financial performance  

Our success as a provider of financial services is built upon long standing client 

relationships. We believe that our clients associate the “Angel Broking” brand with 

knowledge, leadership, differentiated and quality services, providing solutions to strategic 

and financial investment requirements, sound execution capabilities of our clients’ 

transactions and robust governance and business policies adopted by our Company. This, we 

believe, enables us to retain our existing clients and develop relationships with new clients. 

Our Company is one of India’s largest independent full-service retail broking houses in terms 

of active clients on NSE as of July 31, 2018 (Source: CRISIL Report). As at June 30, 2018, 

our Company had ₹ 113,023.06 million in client assets and 1.11 million active broking 

accounts. Further, our broking ADTO has increased by 105.43% from ₹ 72,559.23 million as 

of Financial Year ended March 31, 2016 to ₹ 149,058.17 million as of quarter ended June 30, 

2018.  

Our total consolidated revenue and net profit as restated increased from ₹ 4,622.70 

million and ₹ 317.24 million, respectively, in Financial Year ended March 31, 2016 to ₹ 

7,843.89 million and ₹ 1,079.28 million in Financial Year ended March 31, 2018, 

respectively, representing a CAGR of 30.26% and 84.45%, respectively. As of Financial 

Year ended March 31, 2018, our return on net worth was 22.72%*. We also have a consistent 

record for paying dividend and our Dividend Payout Ratio was 18.10% in Financial Year 

ended March 31, 2018. While our revenues have been growing, we have focused on 

managing our costs by leveraging the efficiencies inherent in our technology-based business 

model, which we believe is evolving, scalable and asset-light. *Return on Net Worth (%) = 

Net profit as restated divided by Net worth at the end of the year/ period.   As of June 30, 

2018, we have a dedicated team comprising 50 members focusing on qualitative and 

quantitative research requirements related to the financial markets, across various segments 

and products based on our clients’ requirements, their risk appetite and their time horizon for 

investments. Our analysts publish research reports on a daily, weekly and monthly basis 

along with specific event-based reports, for our clients, to enable them to make informed 
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investment decisions across equity, commodity, equity derivatives, commodity derivatives 

and currency derivatives segments.   

6. Proven and Experienced Management Team and Execution Strength  

We have a strong management team with experience in the Indian financial services 

and broking sectors. The quality of our management team has been significant in achieving 

our business results. All members of our senior management team have substantial 

experience. One of our Promoters, Dinesh D. Thakkar has over 25 years of experience in the 

broking industry and is the founder of the Angel Group. Our other Promoters, Ashok D. 

Thakkar and Sunita A. Magnani have over 18 years and over 13 years of experience, 

respectively, in the “Angel” group.  

 Our management team is responsible for formulating our business strategy, devising 

and executing marketing and sales plan, managing our service areas, diversifying our 

business and sector mix, ensuring strong operating and technology platforms and expanding 

our client relationships.   

 Further, our management team enables us to conceptualise and develop new services, 

effectively market our services, and develop and maintain relationships with various 

stakeholders and intermediaries including our clients and sub-broker network. For further 

information relating to our management, please see the section entitled “Our Management” 

on page 186. 

Our Strategies  

Going forward, the following are our business strategies:  

1. Diversify and expand our retail client base  

We intend to strengthen our leadership position to become the largest retail broking 

firm in India, both by broking revenue and active clients. In particular, we aim to enhance our 

market position in the growing retail broking segment, by continuing to focus on acquiring 

and retaining clients, product innovation, leveraging our web and digital broking platforms 

and brand to acquire clients through these platforms, our branches and our extensive sub-

broker network, analysing client behaviour and provide personalized recommendations. 

Further, we intend to expand and offer all the financial services required by our retail clients.  
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We aim to increase our client base, increase the number of trades and transactions, 

thereby increasing retail broking revenues. We intend to widen our analysts’ 

recommendations, create an integrated consumer behaviour engagement model, which 

enables us to serve our clients better and increase our engagement with them through 

implementation of technology, across various devices and means of communication. We also 

intend to diversify and increase our retail client base by catering to various clients across 

different age groups with digital applications such as “Angel BEE” which has been designed 

to specifically suit the needs of the millennial generation. We also believe that we will be 

able to increase our retail client base by providing multilingual services on our online 

platforms to ensure reach to a larger investor base and capitalise on the underserved client 

base with simplicity in advice. We also intend to strengthen our client support systems to 

ensure that we are able to provide anytime, anywhere access through various modes of 

communication. 

2. Continuously developing implementation of technology and enhancing digital 

infrastructure  

We believe that we are at the forefront of application of technology and digitalisation 

in the broking business in India and are continuously striving to reach international standards 

of providing services to our clients. Given that a majority of our retail clients interact with us 

through our electronic broking platform, we continuously invest in the development of 

technology to ensure that we provide our clients with a superior, seamless and secure 

experience. Delivering innovative products, improving user interface across devices and 

ensure time optimisation for an increase in the performance and execution of trades has been 

and continues to be our strategy in technological development. We also intend to continue to 

ensure that we implement the best practices in respect of cybersecurity and increase our 

ability to operate with third parties to optimise our operations and provide our clients with a 

digital experience which is efficient and cost-effective. Our risk management framework is 

completely automated and we remain committed to enhance our systems to meet the growing 

needs and requirements of regulators, market participants and clients.   

 We believe that use of technology augments client relationships and enables 

reduction in errors and expenses, in addition to ensuring data privacy. We will continue to 

improve our systems to provide our clients with unified data architecture across sales, on-

boarding, risk profiling, research recommendations, trade execution and settlement and 
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generation of reports. With successful application of artificial intelligence to our investment 

advisory services, we believe that we will be able to implement artificial intelligence to other 

functions, enabling efficient and profitable growth of our business.   

As our client base increases, we will have access to an increasing amount of data. We 

intend to continue investing in our analytical capabilities to ensure that we are able to gain 

actionable insights from such data while ensuring compliance with the privacy requirements 

of our clients. We have, and will continue to, use analytics and artificial intelligence to help 

us understand client preferences, design new products, identify targets for cross-selling and 

increase transactions with our clients. 

3. Establish a leadership position in the investment advisory space   

We provide investment advisory services through our various applications and our 

website, which are supplemented by “ARQ”, a rule based investment engine. We currently 

provide our clients with customized solutions to assist them achieve their investment goals 

across various investment asset classes such as equities, derivatives, currency and 

commodities, mutual funds, fixed deposits and bonds, health insurance and life insurance 

products. The launch of “Angel BEE” as the digital interface for sourcing, client acquisition 

and digital interaction with our clients further strengthens our focus on technology. “Angel 

BEE” is our platform through which we provide retail wealth management and personalised 

investment recommendations to our clients.   

We intend to continue to maintain high growth and profitability by increasing the 

scope and intensity of activities in our existing investment advisory business by providing 

such services to a wider range of clients and ensuring that other platforms of the Company 

are capitalised in order to efficiently manage the wealth of clients. We intend to capitalise on 

our existing retail client base to ensure that our wealth management business increase over 

time and each of our clients receive personalised and satisfactory services. We believe that 

our significant retail broking client base presents us with the potential to cross-sell third-party 

products suitable to their requirements. In particular, we believe that certain asset classes are 

underpenetrated among our client base and we will leverage our analytics capabilities to 

selectively target client based on their likelihood to purchase such products. We also intend to 

continue to engage with third-party providers to increase the number of products available to 

our clients.   
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Our diversification across financial products and services, coupled with our 

organizational structure and culture, provides us with an ability to offer various products and 

services from across our businesses to our expanding base of broking clients. We believe that 

this will position us well to increase the proportion of our clients’ total spending that we 

capture.  

We also intend to capitalise on our digital marketing to generate client leads and 

introduce a number of initiatives to simplify client acquisition. This is in addition to new 

products that we launch regularly in line with client needs.   We believe that the increase in 

the purchasing power of individuals in the country and shift in the need to invest in financial 

products will enable us to capitalise on the same and ensure that our clients receive better 

returns over time. 

4. Capitalisation of the growing investable wealth in India   

 According to the CRISIL Report, the financial market in India is expected to 

continue to grow in line with its historical trajectory, due to strong demand and supply-side 

drivers, such as the expected growth in the Indian economy, increasing urbanisation, 

increased consumerism due to higher per capita incomes, and favourable changes. This 

indicates market growth potential for established financial service providers in India such as 

us. Further, clients in India are also increasingly willing to pay a premium for higher quality 

of infrastructure and service, such as technology, automation and other value-added services 

and higher product safety.   

In the last five years, there has been an increase in the amount of wealth invested in 

India in financial products as compared to traditional forms of investment. We intend to 

capitalise on these opportunities in the Indian financial market, given our experience in 

adopting technology and automation to service our clients. Further, we believe that the 

projected growth and the changes in the Indian financial market resulting from increased 

wealth and trading will result in an increase in the dependence of existing and new clients on 

financial services providers such as us. We believe that our wealth of experience, research 

capabilities, understanding of the financial markets, will result in us being able to capitalise 

on the growing investable wealth in India.   
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Board of Directors  

The Board of Directors of our Company comprises the following: 

 Dinesh D. Thakkar -  Chairman and Managing Director 
 Vinay Agrawal - Director and Chief Executive Officer 
 Uday Sankar Roy - Independent Director 
 Kamalji Sahay - Independent Director 
 Anisha Motwani - Independent Director 
 Ketan Shah - Non-Executive Director 

 

 

 

Book Running Lead Managers   

ICICI Securities Limited 

ICICI Centre, H.T. Parekh MargChurchgate  Mumbai 400 020 

Edelweiss Financial Services Limited 

14th Floor, Edelweiss HouseOff. C.S.T. Road Kalina Mumbai 400 098 

SBI Capital Markets Limited 

 202, Maker Tower ‘E’ Cuffe Parade Mumbai 400 005 

 

 

Segments Products and Services Customer Group 

Cash Market 
Products: Equities, ETF, MF, SLBS, OFS; Services: 
Settlement Guarantee 

Proprietary, Retail and 
Institutional; 

Participants - Domestic and 
Foreign 

Derivatives 

Products:  Equity  Derivatives  (Index   and   Stock),   
Currency Derivatives, Interest Rate Futures, Derivatives on 
Global Indices and Volatility; 

Services: Settlement Guarantee 

Proprietary, Retail and 
Institutional; 

Participants - Domestic and 
Foreign 

Commodity 

Products:  Commodities (including agriculture,  metals,  oil,  
gold, etc.), Commodity derivatives, Commodity options 

Services: Settlement Guarantee 

Proprietary, Retail and 
Institutional; 

Participants - Domestic and 
Foreign 
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Segments  Products and Services Customer Group  

Debt Market 

Products: Debt securities, Corporate bonds, Govt. securities 
and T bills; 

Services:  Clearing  and  Settlement,  Risk  Management,  
Connect NSE, Corporate bond database 

Proprietary, Retail and 
Institutional; 

Participants - Domestic and 
Foreign 

Data And 
Information Vending 

Products: Online Real time Data Feed, 15-Min delayed, 5 
minutes, 2 minutes and 1 minute Snapshot Data, EOD data, 
Historical Trade & order and Corporate Data; 

Services: Providing data feed 

Data   vendors, researchers, TV 
channels, financial 
websites,software and algorithm 
developers 

Index Services 

Products:  Equity  Index-  BSE  SENSEX,  NIFTY,  NIFTY  
100, -NIFTY Bank indices etc. and Debt Index; 

Services: Index IP Licensing and Customized Index solution 

AMCs, ETF issuers, insurer, 
NBFCs, investment  banks, 
stock exchanges and AIFs 
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THEORETICAL FRAMEWORK 

DERIVATIVES 

In finance, a derivative is an agreement based on an underlying asset. Instead 

of exchanging the actual asset, agreements are made to exchange cash or other assets 

for the underlying asset within a specified timeframe. As the value of the underlying 

asset changes, so does the value of the derivative.  

CURRENCY DERIVATIVES 

One of the most significant events in the securities markets has been the 

development and expansion of financial derivatives. The term “derivatives” is used to 

refer to financial instruments which derive their value from some underlying assets. 

The underlying assets could be equities (shares), debt (bonds, T-bills, and notes), 

currencies, and even indices of these various assets, such as the Nifty 50 Index. 

Derivatives derive their names from their respective underlying asset. Thus if a 

derivative’s underlying asset is equity, it is called equity derivative and so on. 

Derivatives can be traded either on a regulated exchange, such as the NSE or off the 

exchanges, i.e., directly between the different parties, which is called “over-the-

counter” (OTC) trading. (In India only exchange traded equity derivatives are 

permitted under the law.) The basic purpose of derivatives is to transfer the price risk 

(inherent in fluctuations of the asset prices) from one party to another; they facilitate 

the allocation of risk to those who are willing to take it. In so doing, derivatives help 

mitigate the risk arising from the future uncertainty of prices. For example, on 

November 1, 2009 a rice farmer may wish to sell his harvest at a future date (say 

January 1, 2010) for a pre-determined fixed price to eliminate the risk of change in 

prices by that date. Such a transaction is an example of a derivatives contract. The 

price of this derivative is driven by the spot price of rice which is the "underlying".   

 

ORIGIN OF DERIVATIVES 

While trading in derivatives products has grown tremendously in recent times, 

the earliest evidence of these types of instruments can be traced back to ancient 

Greece. Even though derivatives have been in existence in some form or the other 
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since ancient times, the advent of modern-day derivatives contracts is attributed to 

farmers’ need to protect themselves against a decline in crop prices due to various 

economic and environmental factors. Thus, derivatives contracts initially developed in 

commodities. The first “futures” contracts can be traced to the Godoy rice market in 

Osaka, Japan around 1650. The farmers were afraid of rice prices falling in the future 

at the time of harvesting. To lock in a price (that is, to sell the rice at a predetermined 

fixed price in the future), the farmers entered into contracts with the buyers. These 

were evidently standardized contracts, much like today’s futures contracts.  In 1848, 

the Chicago Board of Trade (CBOT) was established to facilitate trading of forward 

contracts on various commodities. From then on, futures contracts on commodities 

have remained more or less in the same form, as we know them today.  

While the basics of derivatives are the same for all assets such as equities, 

bonds, currencies, and commodities, we will focus on derivatives in the equity 

markets and all examples that we discuss will use stocks and index (basket of stocks).   

DERIVATIVES IN INDIA 
In India, derivatives markets have been functioning since the nineteenth 

century, with organized trading in cotton through the establishment of the Cotton 

Trade Association in 1875. Derivatives, as exchange traded financial instruments were 

introduced in India in June 2000. The National Stock Exchange (NSE) is the largest 

exchange in India in derivatives, trading in various derivatives contracts. The first 

contract to be launched on NSE was the Nifty 50 index futures contract. In a span of 

one and a half years after the introduction of index futures, index options, stock 

options and stock futures were also introduced in the derivatives segment for trading. 

NSE’s equity derivatives segment is called the Futures & Options Segment or F&O 

Segment. NSE also trades in Currency and Interest Rate Futures contracts under a 

separate segment.  

A series of reforms in the financial markets paved way for the development of 

exchangetraded equity derivatives markets in India. In 1993, the NSE was established 

as an electronic, national exchange and it started operations in 1994. It improved the 

efficiency and transparency of the stock markets by offering a fully automated screen-

based trading system with real-time price dissemination. A report on exchange traded 

derivatives, by the L.C. Gupta Committee, set up by the Securities and Exchange 

Board of India (SEBI), recommended a phased introduction of derivatives instruments 
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with bi-level regulation (i.e., self-regulation by exchanges, with SEBI providing the 

overall regulatory and supervisory role). Another report, by the J.R. Varna Committee 

in 1998, worked out the various operational details such as margining and risk 

management systems for these instruments. In 1999, the Securities Contracts 

(Regulation) Act of 1956, or SC(R) A, was amended so that derivatives could be 

declared as “securities”. This allowed the regulatory framework for trading securities, 

to be extended to derivatives. The Act considers derivatives on equities to be legal and 

valid, but only if they are traded on exchanges.    

Milestones In The Development Of Indian Derivative Market   

TWO IMPORTANT TERMS 

Before discussing derivatives, it would be useful to be familiar with two 

terminologies relating to the underlying markets. These are as follows.  

SPOT MARKET  

In the context of securities, the spot market or cash market is a securities 

market in which securities are sold for cash and delivered immediately. The delivery 

happens after the settlement period. Let us describe this in the context of India. The 

NSE’s cash market segment is known as the Capital Market (CM) Segment. In this 

market, shares of SBI, Reliance, Infosys, ICICI Bank, and other public listed 

companies are traded. The settlement period in this market is on a T+2 basis i.e., the 

buyer of the shares receives the shares two working days after trade date and the seller 

of the shares receives the money two working days after the trade date.   

INDEX 

Stock prices fluctuate continuously during any given period. Prices of some 

stocks might move up while that of others may move down. In such a situation, what 

can we say about the stock market as a whole? Has the market moved up or has it 

moved down during a given period? Similarly, have stocks of a particular sector 

moved up or down? To identify the general trend in the market (or any given sector of 

the market such as banking), it is important to have a reference barometer which can 

be monitored. Market participants use various indices for this purpose. An index is a 

basket of identified stocks, and its value is computed by taking the weighted average 
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of the prices of the constituent stocks of the index. A market index for example 

consists of a group of top stocks traded in the market and its value changes as the 

prices of its constituent stocks change. In India, Nifty Index is the most popular stock 

index and it is based on the top 50 stocks traded in the market. Just as derivatives on 

stocks are called stock derivatives, derivatives on indices such as Nifty are called 

index derivatives.    

DEFINITIONS OF BASIC DERIVATIVES 

There are various types of derivatives traded on exchanges across the world. 

They range from the very simple to the most complex products. The following are the 

three basic forms of derivatives, which are the building blocks for many complex 

derivatives instruments (the latter are beyond the scope of this book):    

• Forwards   

• Futures   

• Options   

Knowledge of these instruments is necessary in order to understand the basics of 

derivatives.   

We shall now discuss each of them in detail.   

FORWARDS 

A forward contract or simply a is a contract between two parties to buy or sell 

an asset at a certain future date for a certain price that is pre-decided on the date of the 

contract. The future date is referred to as expiry date and the pre-decided price is 

referred to as Forward Price.  It may be noted that Forwards are private contracts and 

their terms are determined by the parties involved.   

            A forward is thus an agreement between two parties in which one party, the 

buyer, enters into an agreement with the other party, the seller that he would buy from 

the seller an underlying asset on the expiry date at the forward price. Therefore, it is a 

commitment by both the parties to engage in a transaction at a later date with the price 
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set in advance. This is different from a spot market contract, which involves immediate 

payment and immediate transfer of asset.   

            The party that agrees to buy the asset on a future date is referred to as a long 

investor and is said to have a long position. Similarly the party that agrees to sell the 

asset in a future date is referred to as a short investor and is said to have a short 

position. The price agreed upon is called the delivery price or the Forward Price.   

            Forward contracts are traded only in Over the Counter (OTC) market and not 

in stock exchanges. OTC market is a private market where individuals/institutions can 

trade through negotiations on a one to one basis.   

Settlement of forward contracts  
            When a forward contract expires, there are two alternate arrangements possible 

to settle the obligation of the parties: physical settlement and cash settlement. Both 

types of settlements happen on the expiry date and are given below.   

Physical Settlement   
            A forward contract can be settled by the physical delivery of the underlying 

asset by a short investor (i.e. the seller) to the long investor (i.e. the buyer) and the 

payment of the agreed forward price by the buyer to the seller on the agreed 

settlement date. The following example will help us understand the physical 

settlement process.     

Illustration  
            Consider two parties (A and B) enter into a forward contract on 1 August, 

2009 where, agrees to deliver 1000 stocks of Unites to B, at a price of Rs. 100 per 

share, on 29the August, 2009 (the expiry date). In this contract, A, who has committed 

to sell 1000 stocks of Unites at Rs.100 per share on 29th August, 2009 has a short 

position and B, who has committed to buy 1000 stocks at Rs. 100 per share is said to 

have a long position.    

            In case of physical settlement, on 29th August, 2009 (expiry date), A has to 

actually deliver 1000 Unites shares to B and B has to pay the price (1000 * Rs.100 = 

Rs.1,00,000) to A. In case A does not have 1000 shares to deliver on 29th August, 

2009, he has to purchase it from the spot market and then deliver the stocks to B.   

            On the expiry date the profit/loss for each party depends on the settlement 

price, that is, the closing price in the spot market on 29th August, 2009. The closing 
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price on any given day is the weighted average price of the underlying during the last 

half an hour of trading in that day. Depending on the closing price, three different 

scenarios of profit/loss are possible for each party.  

Cash Settlement 

            Cash settlement does not involve actual delivery or receipt of the security. 

Each party either pays (receives) cash equal to the net loss (profit) arising out of their 

respective position in the contract. So, in case of Scenario I mentioned above, where 

the spot price at the expiry date (ST) was greater than the forward price (FT), the party 

with the short position will have to pay an amount equivalent to the net loss to the 

party at the long position. In our example, A will simply pay Rest. 5000 to B on the 

expiry date. The opposite is the case in Scenario (III), when ST< FT. The long party 

will be at a loss and have to pay an amount equivalent to the net loss to the short party. 

In our example, B will have to pay Rest. 5000 to A on the expiry date. In case of 

Scenario (II) where ST = FT, there is no need for any party to pay anything to the other 

party.     

            Please note that the profit and loss position in case of physical settlement and 

cash settlement is the same except for the transaction costs which is involved in the 

physical settlement  

Default risk in forward contracts  
            A drawback of forward contracts is that they are subject to default risk. 

Regardless of whether the contract is for physical or cash settlement, there exists a 

potential for one party to default, i.e. not honour the contract. It could be either the 

buyer or the seller. This results in the other party suffering a loss.  This risk of making 

losses due to any of the two parties defaulting is known as counter party risk.  The 

main reason behind such risk is the absence of any mediator between the parties, who 

could have undertaken the task of ensuring that both the parties fulfil their obligations 

arising out of the contract. Default risk is also referred to as counter party risk or 

credit risk.  

  

FEATURES   
            Like a forward contract, a futures contract is an agreement between two parties 

in which the buyer agrees to buy an underlying asset from the seller, at a future date at 
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a price that is agreed upon today. However, unlike a forward contract, a futures 

contract is not a private transaction but gets traded on a recognized stock exchange. In 

addition, a futures contract is standardized by the exchange.  All the terms, other than 

the price, are set by the stock exchange (rather than by individual parties as in the case 

of a forward contract). Also, both buyer and seller of the futures contracts are 

protected against the counter party risk by an entity called the Clearing Corporation. 

The Clearing Corporation provides this guarantee to ensure that the buyer or the seller 

of a futures contract does not suffer as a result of the counter party defaulting on its 

obligation. In case one of the parties defaults, the Clearing Corporation steps in to 

fulfil the obligation of this party, so that the other party does not suffer due to non-

fulfilment of the contract. To be able to guarantee the fulfilment of the obligations 

under the contract, the Clearing Corporation holds an amount as a security from both 

the parties. This amount is called the Margin money and can be in the form of cash or 

other financial assets. Also, since the futures contracts are traded on the stock 

exchanges, the parties have the flexibility of closing out the contract prior to the 

maturity by squaring off the transactions in the market.    

OPTIONS  

Like forwards and futures, options are derivative instruments that provide the 

opportunity to buy or sell an underlying asset on a future date.   

            An option is a derivative contract between a buyer and a seller, where one 

party (say First Party) gives to the other (say Second Party) the right, but not the 

obligation, to buy from (or sell to) the First Party the underlying asset on or before a 

specific day at an agreed-upon price. In return for granting the option, the party 

granting the option collects a payment from the other party. This payment collected is 

called the “premium” or price of the option.    

            The right to buy or sell is held by the “option buyer” (also called the option 

holder); the party granting the right is the “option seller” or “option writer”. Unlike 

forwards and futures contracts, options require a cash payment (called the premium) 

upfront from the option buyer to the option seller. This payment is called option 

premium or option price. Options can be traded either on the stock exchange or in 

over the counter (OTC) markets. Options traded on the exchanges are backed by the 

Clearing Corporation thereby minimizing the risk arising due to default by the counter 
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parties involved.  Options traded in the OTC market however are not backed by the 

Clearing Corporation.     

TYPES OF OPTIONS 
There are two types of options, call option and put option and they are as follows 

Call option   
            A call option is an option granting the right to the buyer of the option to buy 

the underlying asset on a specific day at an agreed upon price, but not the obligation to 

do so.  It is the seller who grants this right to the buyer of the option. It may be noted 

that the person who has the right to buy the underlying asset is known as the “buyer of 

the call option”. The price at which the buyer has the right to buy the asset is agreed 

upon at the time of entering the contract. This price is known as the strike price of the 

contract (call option strike price in this case). Since the buyer of the call option has the 

right (but no obligation) to buy the underlying asset, he will exercise his right to buy 

the underlying asset if and only if the price of the underlying asset in the market is 

more than the strike price on or before the expiry date of the contract. The buyer of 

the call option does not have an obligation to buy if he does not want to.   

Put option  

            A put option is a contract granting the right to the buyer of the option to sell 

the underlying asset on or before a specific day at an agreed upon price, but not the 

obligation to do so. It is the seller who grants this right to the buyer of the option. The 

person who has the right to sell the underlying asset is known as the “buyer of the put 

option”.  The price at which the buyer has the right to sell the asset is agreed upon at 

the time of entering the contract. This price is known as the strike price of the contract 

(put option strike price in this case). Since the buyer of the put option has the right 

(but not the obligation) to sell the underlying asset, he will exercise his right to sell the 

underlying asset if and only if the price of the underlying asset in the market is less 

than the strike price on or before the expiry date of the contract. The buyer of the put 

option does not have the obligation to sell if he does not want to.   

Illustration  

            Suppose A has “bought a call option” of 2000 shares of Hindustan Unilever 

Limited (HLL) at a strike price of Rest 260 per share at a premium of Rest 10. This 

option gives A, the buyer of the option, the right to buy 2000 shares of HLL from the 
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seller of the option, on or before August 27, 2009 (expiry date of the option). The 

seller of the option has the obligation to sell 2000 shares of HLL at Rest 260 per share 

on or before August 27, 2009 (i.e. whenever asked by the buyer of the option).    

            Suppose instead of buying a call, A has “sold a put option” on 100 Reliance 

Industries  (RIL) shares at a strike price of Rest 2000 at a premium of Rest 8. This 

option is an obligation to A to buy 100 shares of Reliance Industries (RIL) at a price 

of Rest 2000 per share on or before August 27 (Expiry date of the option) i.e., as and 

when asked by the buyer of the put option. It depends on the option buyer as to when 

he exercises the option. As stated earlier, the buyer does not have the obligation to 

exercise the option.  

Terminology of Derivatives  
In this section we explain the general terms and concepts related to derivatives.  

Spot price (ST)  

              Spot price of an underlying asset is the price that is quoted for immediate 

delivery of the asset.  At the NSE, the spot price of Reliance Ltd. at any given time is 

the price at which Reliance Ltd. shares are being traded at that time in the Cash 

Market Segment of the NSE. Spot price is also referred to as cash price sometimes.   

Forward price or futures price (F)   
             Forward price or futures price is the price that is agreed upon at the date of the 

contract for the delivery of an asset at a specific future date. These prices are 

dependent on the spot price, the prevailing interest rate and the expiry date of the 

contract.    

Strike price (K)   

             The price at which the buyer of an option can buy the stock (in the case of a 

call option) or sell the stock (in the case of a put option) on or before the expiry date 

of option contracts is called strike price. It is the price at which the stock will be 

bought or sold when the option is exercised. Strike price is used in the case of options 

only; it is not used for futures or forwards.   

Expiration date (T)   
             In the case of Futures, Forwards, Index and Stock Options, Expiration Date is 

the date on which settlement takes place. It is also called the final settlement date.   
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Types of options  
             Options can be divided into two different categories depending upon the 

primary exercise styles associated with options  

 European options  
European options are options that can be exercised only on the expiration date.    

 American option  
American options are options that can be exercised on any day on or before the expiry 

date. They can be exercised by the buyer on any day on or before the final settlement 

date or the expiry date. 

Contract size  
             As futures and options are standardized contracts traded on an exchange, they 

have a fixed contract size. One contract of a derivatives instrument represents a certain 

number of shares of the underlying asset. For example, if one contract of BHEL 

consists of 300 shares of BHEL, then if one buys one futures contract of BHEL, then 

for every Re 1 increase in BHEL’s futures price, the buyer will make a profit of 300 X 

1 = Rs.300 and for every Rs 1 fall in BHEL’s futures price 

Contract Value  

             Contract value is notional value of the transaction in case one contract is 

bought or sold. It is the contract size multiplied but the price of the futures. Contract 

value is used to calculate margins etc. for contracts. In the example above if BHEL 

futures are trading at Rs. 2000 the contract value would be Rs. 2000 x 300 = Rs. 6 

laces.   

Margins  

             In the spot market, the buyer of a stock has to pay the entire transaction 

amount (for purchasing the stock) to the seller. For example, if Infosys is trading at 

Rs. 2000 a share and an investor wants to buy 100 Infosys shares, then he has to pay 

Rs. 2000 X 100 = Rs. 2,00,000 to the seller. The settlement will take place on T+2 

basis; that is, two days after the transaction date.  In a derivatives contract, a person 

enters into a trade today (buy or sell) but the settlement happens on a future date. 

Because of this, there is a high possibility of default by any of the parties. Futures and 

option contracts are traded through exchanges and the counter party risk is taken care 
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of by the clearing corporation. In order to prevent any of the parties from defaulting 

on his trade commitment, the clearing corporation levies a margin on the buyer as well 

as seller of the futures and option contracts. This margin is a percentage 

(approximately 20%) of the total contract value. Thus, for the aforementioned 

example, if a person wants to buy 100 Infosys futures, then he will have to pay 20% of 

the contract value of Rs.2,00,000 = Rs. 40,000 as a margin to the clearing corporation. 

This margin is applicable to both, the buyer and the seller of a futures contract.   

Moneyness of an Option  
             “Moneyness” of an option indicates whether an option is worth exercising or 

not i.e. if the option is exercised by the buyer of the option whether he will receive 

money or not. “Moneyless” of an option at any given time depends on where the spot 

price of the underlying is at that point of time relative to the strike price. The premium 

paid is not taken into consideration while calculating moneyless of an Option, since 

the premium once paid is a sunk cost and the profitability from exercising the option 

does not depend on the size of the premium.  Therefore, the decision (of the buyer of 

the option) whether to exercise the option or not is not affected by the size of the 

premium.   

 
The following three terms are used to define the moneyless of an option.   

 In-the-money option  
             An option is said to be in-the-money if on exercising the option, it would 

produce a cash inflow for the buyer. Thus, Call Options are in-the-money when the 

value of spot price of the underlying exceeds the strike price. On the other hand, Put 

Options are in-the-money when the spot price of the underlying is lower than the 

strike price. Moneyless of an option should not be confused with the profit and loss 

arising from holding an option contract. It should be noted that while moneyless of an 

option does not depend on the premium paid, profit/loss do. Thus a holder of an in-

the-money option need not always make profit as the profitability also depends on the 

premium paid.   

 Out-of-the-money option  
             An out-of-the-money option is an opposite of an in-the-money option. An 

option-holder will not exercise the option when it is out-of-the-money. A Call option 

is out-of-the-money when its strike price is greater than the spot price of the 
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underlying and a Put option is out-of-the money when the spot price of the underlying 

is greater than the option’s strike price.    

 

 At-the-money option  
             An at-the-money-option is one in which the spot price of the underlying is 

equal to the strike price. It is at the stage where with any movement in the spot price 

of the underlying, the option will either become in-the-money or out-of-the-money.    

Illustration   
            Consider some Call and Put options on stock XYZ. As on 13 August, 2009, 

XYZ is trading at Rs.116.25. The table below gives the information on closing prices 

of four options, expiring in September and December, and with strike prices of Rs. 

115 and Rs. 117.50.   

Uses of Derivatives   

Risk management   
             The most important purpose of the derivatives market is risk management. Risk 

management for an investor comprises of the following three processes:   

 Identifying the desired level of risk that the investor is willing to take on his 

investments;   

 Identifying and measuring the actual level of risk that the investor is carrying; 

and    

 Making arrangements which may include trading (buying/selling) of 

derivatives contracts that allow him to match the actual and desired levels of 

risk. 

The example of hedging discussed above illustrates the process of risk management through 

futures.   

Market efficiency   
             Efficient markets are fair and competitive and do not allow an investor to 

make risk free profits. Derivatives assist in improving the efficiency of the markets, 

by providing a self-correcting mechanism.  Arbitrageurs are one section of market 

participants who trade whenever there is an opportunity to make risk free profits till 

the opportunity ceases to exist. Risk free profits are not easy to make in more efficient 

markets. When trading occurs, there is a possibility that some amount of mispricing 
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might occur in the markets. The arbitrageurs step in to take advantage of this 

mispricing by buying from the cheaper market and selling in the higher market. Their 

actions quickly narrow the prices and thereby reducing the inefficiencies.    

Price discovery  
             One of the primary functions of derivatives markets is price discovery. They 

provide valuable information about the prices and expected price fluctuations of the 

underlying assets in two ways: First, many of these assets are traded in markets in 

different geographical locations. Because of this, assets may be traded at different 

prices in different markets. In derivatives markets, the price of the contract often 

serves as a proxy for the price of the underlying asset. For example, gold may trade at 

different prices in Mumbai and Delhi but a derivatives contract on gold would have 

one value and so traders in Mumbai and Delhi can validate the prices of spot markets 

in their respective location to see if it is cheap or expensive and trade accordingly.  

             Second, the prices of the futures contracts serve as prices that can be used to 

get a sense of the market expectation of future prices. For example, say there is a 

company that produces sugar and expects that the production of sugar will take two 

months from today. As sugar prices fluctuate daily, the company does not know if 

after two months the price of sugar will be higher or lower than it is today. How does 

it predict where the price of sugar will be in future? It can do this by monitoring prices 

of derivatives contract on sugar (say a Sugar Forward contract). If the forward price of 

sugar is trading higher than the spot price that means that the market is expecting the 

sugar spot price to go up in future. If there were no derivatives price, it would have to 

wait for two months before knowing the market price of sugar on that day. Based on 

derivatives price the management of the sugar company can make strategic and 

tactical decisions.  

 

CURRENCY MARKETS 

Foreign exchange markets  

             The current currency rate mechanism has evolved over thousands of years 

of the world community trying with various mechanism of facilitating the trade of 

goods and services. Initially, the trading of goods and services was by barter 
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system where in goods were exchanged for each other. For example, a farmer 

would exchange wheat grown on his farmland with cotton with another farmer. 

Such system had its difficulties primarily because of non-divisibility of certain 

goods, cost in transporting such goods for trading and difficulty in valuing of 

services. For example, how does a dairy farmer exchange his cattle for few litres of 

edible oil or one kilogram of salt? The farmer has no way to divide the cattle!  

Similarly, suppose wheat is grown in one part of a country and sugar is grown in 

another part of the country, the farmer has to travel long distances every time he 

has to exchange wheat for sugar.  Therefore the need to have a common medium of 

exchange resulted in the innovation of money.    

International currency markets  

For currency market, the concept of a 24-hour market has become a reality. 

In financial canters around the world, business hours overlap; as some canters 

close, others open and begin to trade. For example, UK and Europe opens during 

afternoon (as per India time) time followed by US, Australia and Japan and then 

India opens. The market is most active when both WE and  

Europe is open. In the New York market, nearly two-thirds of the day’s 

activity typically takes place in the morning hours. Activity normally becomes very 

slow in New York in the mid-to late afternoon, after European markets have closed 

and before the Tokyo, Hong Kong, and Singapore markets have opened.  

Major currency pairs   
The most traded currency pairs in the world are called the Majors. The list includes  

 Currency pair  

             Unlike any other traded asset class, the most significant part of currency 

market is the concept of currency pairs. In currency market, while initiating a trade 

you buy one currency and sell another currency. Therefore same currency will have 

very different value against every other currency. For example, same USD is 

valued at say 45 against INR and say 82 against JPY. This peculiarity makes 

currency market interesting and relatively complex.  For major currency pairs, 

economic development in each of the underlying country would impact value of 
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each of the currency, although in varying degree. The currency dealers have to 

keep abreast with latest happening in each of the country  

 Base Currency / Quotation Currency  

             Every trade in FX market is a currency pair: one currency is bought with or 

sold for another currency. We need to identify the two currencies in a trade by 

giving them a name. The names cannot be “foreign currency” and “domestic 

currency” because what is foreign currency in one country is the domestic currency 

in the other. The two currencies are called “base currency” (BC) and “quoting 

currency” (QC). The BC is the currency that is priced and its amount is fixed at 

one unit. The other currency is the QC, which prices the BC, and its amount varies 

as the price of BC varies in the market. What is quoted throughout the FX market 

anywhere in the world is the price of BC expressed in QC. There is no exception to 

this rule.    

 Industrial Production   

             The Index of Industrial Production (IIP) shows the changes in the 

production in the industrial sector of an economy in a given period of time, in 

comparison with a fixed reference point in the past. In India, the fixed reference 

point is 1993-94 and the IIP numbers are reported using 1993-94 as the base year 

for comparison.    

             A healthy IIP number indicates industrial growth and which could result in 

relative strengthening of the currency of that country.    

 Consumer Price Index (CPI)  

             CPI is a statistical time-series measure of a weighted average of prices of a 

specified set of goods and services purchased by consumers. It is a price index that 

tracks the prices of a specified basket of consumer goods and services, providing a 

measure of inflation. CPI is a fixed quantity price index and considered by some cost 

of living index.    

            A rising CPI means a rising prices for goods and services and is an early 

indicator of inflation. Assessing the impact of CPI on value of currency is difficult. 

If rising CPI means likely increase in interest rate by the central bank, the currency 
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may strengthen in the short term but may start weakening in the long run as rising 

inflation and rising interest may start hurting the growth of the economy.    

Applications of Derivatives 

            In this chapter, we look at the participants in the derivatives markets and how 
they use derivatives contracts.  

Participants in the Derivatives Market  

            As equity markets developed, different categories of investors starte 
participating in the market. In India, equity market participants currently include retail 
investors, corporate investors, mutual funds, banks, foreign institutional investors etc. 
Each of these investor categories uses the derivatives market to as a part of risk 
management, investment strategy or speculation. Based on the applications that 
derivatives are put to, these investors can be broadly classified into three groups:  

• Hedgers  

• Speculators, and  

• Arbitrageurs  

We shall now look at each of these categories in detail.  

 Hedgers   

            These investors have a position in the underlying market but are worried about 
a potential loss arising out of a change in the asset price in the future. Hedgers 
participate in the derivatives market to lock the prices at which they will be able to 
transact in the future. Thus, they try to avoid price risk through holding a position in 
the derivatives market. Different hedgers take different positions in the derivatives 
market based on their exposure in the underlying market. A hedger normally takes an 
opposite position in the derivatives market to what he has in the underlying market. 
Hedging in futures market can be done through two positions, viz. short hedge and 
long hedge.  

a) Short Hedge 

            A short hedge involves taking a short position in the futures market. Short 
hedge position is taken by someone who already owns the underlying asset or is 
expecting a future receipt of the underlying asset.  

            An investor holding Reliance shares may be worried about adverse future price 
movements and may want to hedge the price risk. He can do so by holding a short 
position in the derivatives market. The investor can go short in Reliance futures at the 
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NSE. This protects him from price movements in Reliance stock. In case the price of 
Reliance shares falls, the investor will lose money in the shares but will make up for 
this loss by the gain made in Reliance Futures. Note that a short position holder in a 
futures contract makes a profit if the price of the underlying asset falls in the future. In 
this way, futures contract allows an investor to manage his price risk.   

            Similarly, a sugar manufacturing company could hedge against any probable 
loss in the future due to a fall in the prices of sugar by holding a short position in the 
futures/ forwards market. If the prices of sugar fall, the company may lose on the 
sugar sale but the loss will be offset by profit made in the futures contract.  

b) Long Hedge  

            A long hedge involves holding a long position in the futures market. A Long 

position holder agrees to buy the underlying asset at the expiry date by paying the 

agreed futures/ forward price. This strategy is used by those who will need to acquire 

the underlying asset in the future. a chocolate manufacturer who needs to acquire 

sugar in the future will be worried about any loss that may arise if the price of sugar 

increases in the future. To hedge against this risk, the chocolate manufacturer can hold 

a long position in the sugar futures. If the price of sugar rises, the chocolate 

manufacture may have to pay more to acquire sugar in the normal market, but he will 

be compensated against this loss through a profit that will arise in the futures market. 

Note that a long position holder in a futures contract makes a profit if the price of the 

underlying asset increases in the future.  

            Long hedge strategy can also be used by those investors who desire to 

purchase the underlying asset at a future date (that is, when he acquires the cash to 

purchase the asset) but wants to lock the prevailing price in the market. This may be 

because he thinks that the prevailing price is very low.  suppose the current spot price 

of Wipro Ltd. is Rs. 250 per stock. An investor is expecting to have Rs. 250 at the end 

of the month. The investor feels that Wipro Ltd. is at a very attractive level and he 

may miss the opportunity to buy the stock if he waits till the end of the month. In such 

a case, he can buy Wipro Ltd. in the futures market. By doing so, he can lock in the 

price of the stock. Assuming that he buys Wipro Ltd. in the futures market at Rs. 250 

(this becomes his locked-in price), there can be three probable scenarios.  
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 Speculators  

            A Speculator is one who bets on the derivatives market based on his views on the 

potential movement of the underlying stock price. Speculators take large, calculated risks as 

they trade based on anticipated future price movements. They hope to make quick, large 

gains; but may not always be successful. They normally have shorter holding time for their 

positions as compared to hedgers. If the price of the underlying moves as per their expectation 

they can make large profits. However, if the price moves in the opposite direction of their 

assessment, the losses can also be enormous.  

Illustration  

            Currently ICICI Bank Ltd (ICICI) is trading at, say, Rs. 500 in the cash market 

and also at Rs. 500 in the futures market (assumed values for the example only). A 

speculator feels that post the RBI’s policy announcement, the share price of ICICI will 

go up. The speculator can buy the stock in the spot market or in the derivatives 

market. If the derivatives contract size of ICICI is 1000 and if the speculator buys one 

futures contract of ICICI, he is buying ICICI futures worth Rs 500 X 1000 = Rs. 

5,00,000. For this he will have to pay a margin of say 20% of the contract value to the 

exchange.   

            The margin that the speculator needs to pay to the exchange is 20% of Rs. 

5,00,000 = Rs. 1,00,000. This Rs. 1,00,000 is his total investment for the futures 

contract. If the speculator would have invested Rs. 1,00,000 in the spot market, he could 

purchase only 1,00,000 / 500 =200 shares. Let us assume that post RBI announcement 

price of ICICI share moves to Rs. 520. With one lakh investment each in the futures and 

the cash market, the profits would be:  

• (520 – 500) X 1,000 = Rs. 20,000 in case of futures market and   

• (520 – 500) X 200 = Rs. 4000 in the case of cash market.   

            It should be noted that the opposite will result in case of adverse movement in 

stock prices, wherein the speculator will be losing more in the futures market in the spot 

market. This is because the speculator can hold a larger position in the futures market 

where he has to pay only the margin money.  
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 Arbitrageurs  

            Arbitrageur profit from pricing inefficiencies in the market by making 

simultaneous trades that offset 22IllustrationCurrently ICICI Bank Ltd (ICICI) is 

trading at, say, Rs. 500 in the cash market and also at Rs. 500 in the futures market 

(assumed values for the example only). A speculator feels that post the RBI’s policy 

announcement, the share price of ICICI will go up. The speculator can buy the stock 

in the spot market or in the derivatives market. If the derivatives contract size of ICICI 

is 1000 and if the speculator buys one futures contract of ICICI, he is buying ICICI 

futures worth Rs 500 X 1000 = Rs. 5,00,000. For this he will have to pay a margin of 

say 20% of the contract value to the exchange. The margin that the speculator needs to 

pay to the exchange is 20% of Rs. 5,00,000 = Rs. 1,00,000. This Rs. 1,00,000 is his 

total investment for the futures contract. If the speculator would have invested Rs. 

1,00,000 in the spot market, he could purchase only 1,00,000 / 500 = 200 shares. Let 

us assume that post RBI announcement price of ICICI share moves to Rs. 520. With 

one lakh investment each in the futures and the cash market, the profits would be:  

• (520 – 500) X 1,000 = Rs. 20,000 in case of futures market and   

• (520 – 500) X 200 = Rs. 4000 in the case of cash market.   

It should be noted that the opposite will result in case of adverse movement in 

stock prices, wherein the speculator will be losing more in the futures market than in 

the spot market. This is because the speculator can hold a larger position in the futures 

market where he has to pay only the margin money.  

            Arbitrageurs attempt to profit from pricing inefficiencies in the market by 

making simultaneous trades that offset each other and capture a risk-free profit. An 

arbitrageur may also seek to make profit in case there is price discrepancy between the 

stock price in the cash and the derivatives markets.  if on 1st August, 2009 the SBI 

share is trading at Rs. 1780 in the cash market and the futures contract of SBI is 

trading at Rs. 1790, the arbitrageur would buy the SBI shares in the spot market and 

sell the same number of SBI futures contracts. On expiry day (say 24 August, 2009), 

the price of SBI futures contracts will close at the price at which SBI closes in the spot 

market. In other words, the settlement of the futures contract will happen at the 

closing price of the SBI shares and that is why the futures and spot prices are said to 
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converge on the expiry day. On expiry day, the arbitrageur will sell the SBI stock in 

the spot market and buy the futures contract, both of which will happen at the closing 

price of SBI in the spot market.   

            Since the arbitrageur has entered into off-setting positions, he will be able to 

earn Rs. 10 irrespective of the prevailing market price on the expiry date.  other and 

capture a risk-free profit. An arbitrageur may also seek to make profit in case there is 

price discrepancy between the stock price in the cash and the derivatives markets.  if 

on 1st August, 2009 the SBI share is trading at Rs. 1780 in the cash market and the 

futures contract of SBI is trading at Rs. 1790, the arbitrageur would buy the SBI 

shares in the spot market and sell the same number of SBI futures contracts. On expiry 

day (say 24 August, 2009), the price of SBI futures contracts will close at the price at 

which SBI closes in the spot market. In other words, the settlement of the futures 

contract will happen at the closing price of the SBI shares and that is why the futures 

and spot prices are said to converge on the expiry day. On expiry day, the arbitrageur 

will sell the SBI stock in the spot market and buy the futures contract, both of which 

will happen at the closing price of SBI in the spot market. Since the arbitrageur has 

entered into off-setting positions, he will be able to earn Rs. 10 irrespective of the 

prevailing market price on the expiry date.  

            There are three possible price scenarios at which SBI can close on expiry day. 

Let us calculate the profit/ loss of the arbitrageur in each of the scenarios where he had 

initially (1 August) purchased SBI shares in the spot market at Rs 1780 and sold the 

futures contract of SBI at Rs. 1790. 

Scenario l  

SBI shares closes at a price greater than 1780 (say Rs. 2000) in the spot market 

on expiry day (24 August 2009) SBI futures will close at the same price as SBI in spot 

market on the expiry day SBI futures will also close at Rs. 2000. The arbitrageur 

reverses his previous transaction entered into on 1 August 2009.   

Profit/ Loss (–) in spot market = 2000 – 1780 = Rs. 220   

Profit/ Loss (–) in futures market = 1 790 – 2000 = Rs. (–) 210   

Net profit/ Loss (–) on both transactions combined = 220 – 210 = Rs. 10 profit.  
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Scenario II 

            SBI shares close at Rs 1780 in the spot market on expiry day (24 August 2009) 

SBI futures will close at the same price as SBI in spot mar kit on expiry day SBI 

futures will also close at Rs 1780. The arbitrageur reverses his previous transaction 

entered into on 1 August 2009.   

Profit/ Loss (–) in spot market = 1780 – 1780 = Rs 0   

Profit/ Loss (–) in futures market = 1790 – 1780 = Rs. 1 0   

Net profit/ Loss (–) on both transactions combined = 0 + 10 = Rs. 10 profit.  

Scenario III  

            SBI shares close at Rs. 1500 in the spot market on expiry day (24 August 

2009) Here also, SBI futures will close at Rs. 1500. The arbitrageur reverses his 

previous transaction entered into on 1 August 2009.   

Profit/ Loss (–) in spot market = 1500 – 1780 = Rs. (–) 280   

Profit/ Loss (–) in futures market = 1790 – 1500 = Rs. 290   

Net profit/ Loss (–) on both transactions combined = (–) 280 + 290 = Rs. 10 profit.  

Thus, in all three scenarios, the arbitrageur will make a profit of Rs. 10, which was the 

difference between the spot price of SBI and futures price of SBI, when the 

transaction was entered into. This  

is called a “risk less profit” since once the transaction is entered into on 1 August, 

2009 (due to the price difference between spot and futures), the profit and loses.  
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DATA ANALYSIS & INTERPRETATIONS 

 

1. (a) TABLE REPRESENTING THE DATA OF CURRENCIES 
& PAYOFF IN SPOT BUY FOR THE MONTH OF 
NOVEMBER-2019 

DATE  CLOSE PRICE  SPOT BUY @ 
70.24(p/l) 

1-Nov-19 70.24  0.00  
4-Nov-19 70.58  0.34  
5-Nov-19 70.48  0.24  
6-Nov-19 70.70  0.46  
7-Nov-19 70.89  0.65  
8-Nov-19 70.85  0.61  
11-Nov-19 70.76  0.52  
12-Nov-19 70.95  0.71  
13-Nov-19 70.92  0.68  
14-Nov-19 71.32  1.08  
15-Nov-19 71.78  1.54  
18-Nov-19 71.66  1.42  
19-Nov-19 71.73  1.49  
20-Nov-19 71.96  1.72  
21-Nov-19 71.80  1.56  
22-Nov-19 71.55  1.31  
25-Nov-19 71.76  1.52  
26-Nov-19 71.74  1.50  
27-Nov-19 72.14  1.90  
28-Nov-19 72.05  1.81  
29-Nov-19 71.88  1.64  
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(b) GRAPH SHOWING DATA OF CURRENCIES & PAYOFF 
SPOT BUY FOR THE MONTH OF NOVEMBER 2019 

 

 

INTERPRETATION: 

        The above table 1 get the data of one month i.e.  November 2019.  In that spot 

buy payoff are unlimited. If you are observed form above table the spot buy price 

@70.24 from 1-November-2019  to  30- November-2019 investor who invested in 

currency market got unlimited profits on that maximum profit @1.9 date@27-Nov-

2019 and minimum profit @0.24 date@5-Nov-2019.  

 

 

 

 

 
 

 

0

0.5

1

1.5

2

P/L FOR SPOT BUY @70.24



65 
 

 
2. (a) TABLE REPRESENT THE DATA OF CURRENCIES & 

PAYOFF IN CALLBUY FOR THE MONTH OF 
NOVEMBER-2019 

DATE  CLOSEPRICE  
PREMIUM@0.25 

CALL 
BUY@SP 

70.25  

P/L FOR  
CALLBUYER  

SP@70.25  
1-Nov-19  70.24  0.25  0.00  -0.25  
4-Nov-19  70.58  0.25  0.33  0.08  
5-Nov-19  70.48  0.25  0.23  -0.02  
6-Nov-19  70.70  0.25  0.45  0.20  
7-Nov-19  70.89  0.25  0.64  0.39  
8-Nov-19  70.85  0.25  0.60  0.35  
11-Nov-19  70.76  0.25  0.51  0.26  
12-Nov-19  70.95  0.25  0.70  0.45  
13-Nov-19  70.92  0.25  0.67  0.42  
14-Nov-19  71.32  0.25  1.07  0.82  
15-Nov-19  71.78  0.25  1.53  1.28  
18-Nov-19  71.66  0.25  1.41  1.16  
19-Nov-19  71.73  0.25  1.48  1.23  
20-Nov-19  71.96  0.25  1.71  1.46  
21-Nov-19  71.80  0.25  1.55  1.30  
22-Nov-19  71.55  0.25  1.30  1.05  
25-Nov-19  71.76  0.25  1.51  1.26  
26-Nov-19  71.74  0.25  1.49  1.24  
27-Nov-19  72.14  0.25  1.89  1.64  
28-Nov-19  72.05  0.25  1.80  1.55  
29-Nov-19  71.88  0.25  1.63  1.38  
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(b) GRAPH SHOWING DATA OF CURRENCIES & PAYOFF IN 
CALL BUY FOR THE MONTH OF NOVEMBER 2019 
 

 

 
 

INTERPRETATION   

Table 2 gives payoffs for callbuy@70.25 strike with a premium of Rs.0.25. On 

1st Nov, the currency close price is Rs.70.24 hence Mr. Call seller executes the 

contract and the profit/loss is Rs. -0.25@premium. On 27-Nov the close price is@ 

72.14 and hence he will exercise his option and the maximum profit incurs is the@1.9. 

On1-Nov closed price @70.24 Incurred minimum loss is Rs. - 0.25@ premium. The 

call buy option losses limited and profits are unlimited to investing market.  
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3. (a) TABLE REPRESENTING THE DATA OF CURRENCIES 
& PAYOFF IN PUT SELL FOR THE MONTH OF 
NOVEMBER 2019 

 

DATE  CLOSEPRICE  
PREMIUM@0.25 

 
PUTSELL@SP  

70.25 

 P/L FOR  
PUTSELL  
SP@70.25  

1-Nov-19  70.24  0.25   -0.01   0.24  
4-Nov-19  70.58  0.25   0.25   0.25  

5-Nov-19  70.48  0.25   0.25   0.25  
6-Nov-19  70.70  0.25   0.25   0.25  
7-Nov-19  70.89  0.25   0.25   0.25  
8-Nov-19  70.85  0.25   0.25   0.25  
11-Nov-19  70.76  0.25   0.25   0.25  
12-Nov-19  70.95  0.25   0.25   0.25  
13-Nov-19  70.92  0.25   0.25   0.25  
14-Nov-19  71.32  0.25   0.25   0.25  
15-Nov-19  71.78  0.25   0.25   0.25  
18-Nov-19  71.66  0.25   0.25   0.25  
19-Nov-19  71.73  0.25   0.25   0.25  
20-Nov-19  71.96  0.25   0.25   0.25  
21-Nov-19  71.80  0.25   N0.25   0.25  
22-Nov-19  71.55  0.25   0.25   0.25  
25-Nov-19  71.76  0.25   0.25   0.25  
26-Nov-19  71.74  0.25   0.25   0.25  
27-Nov-19  72.14  0.25   0.25   0.25  
28-Nov-19  72.05  0.25   0.25   0.25  
29-Nov-19  71.88  0.25   0.25   0.25  
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(b) GRAPH SHOWING DATA OF CURRENCIES & PAYOFF IN 
PUTSELL FOR THE MONTH NOVEMBER 2019 

 
 

 
 
 

 

INTERPRETATION 
Table 3 gives payoffs for putsell@70.25 strike with a premium of Rs.0.25. On 

1st November, the currency close price is Rs.70.24 hence Mr. Put seller executes the 

contract and the profit/loss is Rs. -0.25@premium. On 27-Novemver the close price 

is@ 72.14 and hence he will not exercise his option and the maximum profit incurs is 

only the@0.25. On1-November closed price @70.24 Incurred loss is just.- 0.01. The 

put sell option losses are unlimited and profits are limited to investor in market.  
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4. (a) TABLE REPRESENTING THE DATA OF CURRENCIES 

& PAYOFF IN SPOT BUY WITH HEDGING STRATEGIES 

CALL BUY AND PUT SELL FOR THE MONTH OF 

NOVEMBER 2019 

 

DATE  
SPOTBUY  
@70.24  

P/L FOR  
PUTSELL  
SP@70.25  

P/L FOR  
CALLBUYER  
SP@70.25  

1-Nov-19  0.00  0.24  -0.25  

4-Nov-19  0.34  0.25  0.08  

5-Nov-19  0.24  0.25  -0.02  

6-Nov-19  0.46  0.25  0.20  

7-Nov-19  0.65  0.25  0.39  

8-Nov-19  0.61  0.25  0.35  

11-Nov-19  0.52  0.25  0.26  

12-Nov-19  0.71  0.25  0.45  

13-Nov-19  0.68  0.25  0.42  

14-Nov-19  1.08  0.25  0.82  

15-Nov-19  1.54  0.25  1.28  

18-Nov-19  1.42  0.25  1.16  

19-Nov-19  1.49  0.25  1.23  

20-Nov-19  1.72  0.25  1.46  

21-Nov-19  1.56  0.25  1.30  

22-Nov-19  1.31  0.25  1.05  

25-Nov-19  1.52  0.25  1.26  

26-Nov-19  1.50  0.25  1.24  

27-Nov-19  1.90  0.25  1.64  

28-Nov-19  1.81  0.25  1.55  

29-Nov-19  1.64  0.25  1.38  
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(b) GRAPH SHOWING THE DATA OF CURRENCIES & PAYOFF 
IN SPOT BUY WITH HEDGING STRATEGIES CALL BUY AND 
PUT SELL FOR THE MONTH OF NOVEMBER 2019 

 

 

 

 

INTERPRETATION  

 The above table I get the data of one month i.e. November 2019.  In that spot 

buy payoff are unlimited. if you are observed form above table the spot buy price 

@70.24 from 1-November-2019to 30- November -2019 investor who invested in 

currency market got unlimited profits on that maximum profit @1.9 date@27-

November-2019 and minimum profit @0.24 date@5-jun-2019. 

The above table payoffs for callbuy@66.25 strike with a premium of Rs0.25. 

On 1st November, the currency close price is Rs.70.24 hence Mr. Call seller executes 

the contract and the profit/loss is Rs.-0.25@premium. On 27-November the close 

price is@ 72.14 and hence he will not exercise his option and the maximum profit 

incurs is only the@1.9. On1-November closed price @70.24 Incurred minimum loss is 
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Rs. - 0.25 @premium. The call buy option losses limited and profits are unlimited to 

investor in market  

The above table payoffs for putsell@70.25 strike with a premium of Rs .0.25. 

On 1st November, the currency close price is Rs.70.24 hence Mr. Put seller executes 

the contract and the profit/loss is Rs. -0.25@premium. On 27-November the close 

price is@ 72.14 and hence he will not exercise his option and the maximum profit 

incurs is only the@0.25. On1-November closed price @70.24 Incurred minimum loss 

is Rs. - 0.25 @premium. The put sell option losses unlimited and profits are limited to 

investor in market  
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5. (a) TABLE REPRESENTING THE DATA OF CURRENCIES 
& PAYOFF IN PUTBUY NOVEMBER 2019 

DATE  CLOSEPRICE  

PREMIUM@0.25 

PUTBUY@SP  

70.25 

P/L FOR  

PUTBUY  

SP@70.25 

1-Nov-19 70.24  0.25  0.01 -0.24  

4-Nov-19 70.58  0.25  -0.33  -0.08  

5-Nov-19 70.48  0.25  -0.23  0.02  

6-Nov-19 70.70  0.25  -0.45  -0.20  

7-Nov-19 70.89  0.25  -0.64  -0.39  

8-Nov-19 70.85  0.25  -0.60  -0.35  

11-Nov-19 70.76  0.25  -0.51  -0.26  

12-Nov-19 70.95  0.25  -0.70  -0.45  

13-Nov-19 70.92  0.25  -0.67  -0.42  

14-Nov-19 71.32  0.25  -1.07  -0.82  

15-Nov-19 71.78  0.25  -1.53  -1.28  

18-Nov-19 71.66  0.25  -1.41  -1.16  

19-Nov-19 71.73  0.25  -1.48  -1.23  

20-Nov-19 71.96  0.25  -1.71  -1.46  

21-Nov-19 71.80  0.25  -1.55  -1.30  

22-Nov-19 71.55  0.25  -1.30  -1.05  

25-Nov-19 71.76  0.25  -1.51  -1.26  

26-Nov-19 71.74  0.25  -1.49  -1.24  

27-Nov-19 72.14  0.25  -1.89  -1.64  

28-Nov-19 72.05  0.25  -1.80  -1.55  

29-Nov-19 71.88  0.25  -1.63  -1.38  
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(b) GRAPH SHOWING THE CURRENCIES & PAYOFF IN 
PUTBUY FOR THE MONTH NOVEMBER 2019 

 

 
 

INTERPRETATION  

           Table 5 gives payoffs for putbuy@70.25 strike with a premium of 

Rs.0.25. On 1st November, the currency close price is Rs.70.24 hence Mr. Put seller 

executes the contract and the profit/loss is Rs.-0.24@premium. On 27-November the 

close price is@ 72.14 and hence he will not exercise his option and the minimum loss 

incurs is only the@-1.64. On5-November closed price @66.48 Incurred maximum 

profit is Rs.0.02. the put buy option losses limited and profits are unlimited to investor 

in market.  
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6. (a) TABLE REPRESENTING THE DATA OF CURRENCIES 
& PAYOFF IN CALLSELL FOR THE MONTH OF NOVEMBER 
2019 

 

DATE  CLOSEPRICE  
PREMIUM@0.25 

CALL  
SELL@SP  

70.25 

P/L FOR  
CALLSELL 
SP@70.25  

1-Nov-19 70.24  0.25  0.25  0.25  
4-Nov-19 70.58  0.25  -0.33  -0.08  
5-Nov-19 70.48  0.25  -0.23  0.02  
6-Nov-19 70.70  0.25  -0.45  -0.20  
7-Nov-19 70.89  0.25  -0.64  -0.39  
8-Nov-19 70.85  0.25  -0.60  -0.35  
11-Nov-19 70.76  0.25  -0.51  -0.26  
12-Nov-19 70.95  0.25  -0.70  -0.45  
13-Nov-19 70.92  0.25  -0.67  -0.42  
14-Nov-19 71.32  0.25  -1.07  -0.82  
15-Nov-19 71.78  0.25  -1.53  -1.28  
18-Nov-19 71.66  0.25  -1.41  -1.16  
19-Nov-19 71.73  0.25  -1.48  -1.23  
20-Nov-19 71.96  0.25  -1.71  -1.46  
21-Nov-19 71.80  0.25  -1.55  -1.30  
22-Nov-19 71.55  0.25  -1.30  -1.05  

25-Nov-19 71.76  0.25  -1.51  -1.26  
26-Nov-19 71.74  0.25  -1.49  -1.24  
27-Nov-19 72.14  0.25  -1.89  -1.64  
28-Nov-19 72.05  0.25  -1.80  -1.55  
29-Nov-19 71.88  0.25  -1.63  -1.38  
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(b) GRAPH SHOWING THE DATA OF CURRENCIES & PAYOFF 
IN CALLSELL FOR THE MONTH NOVEMBER 2019 

 

 

 

INTERPRETATION  

Table 6 gives payoffs for callsell@70.25 strike with a premium of Rs0.25. On 

1st November, the currency close price is Rs.70.24 hence Mr. Call seller executes the 

contract and the profit/loss is Rs.-0.25@premium. On 27-November the close price 

is@ 72.14 and hence he will not exercise his option and the minimum losses incurs is 

only the@-1.9. On5-November closed price @70.48 Incurred maximum profit is 

Rs.0.02. the call sell option losses unlimited and profits are limited to investor in 

market.  
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7. (a) TABLE REPRESENTING THE DATA OF CURRENCIES 
& PAYOFF IN SPOTBUY WITH HEDGING STRATAGIES 
PUTBUY AND CALLSELL FOR THE MONTH OF NOVEMBER 
2019 

 
 

 

 

 

DATE  
P/L FOR  

CALLSELL 
SP@70.25  

SPOTBUY  
@70.24(p/l) 

P/L FOR  
PUTBUY  
SP@70.25  

1-Nov-19 0.25  0.00  -0.23  

4-Nov-19 -0.08  0.34  -0.08  
5-Nov-19 0.02  0.24  0.02  

6-Nov-19 -0.20  0.46  -0.20  
7-Nov-19 -0.39  0.65  -0.39  
8-Nov-19 -0.35  0.61  -0.35  
11-Nov-19 -0.26  0.52  -0.26  
12-Nov-19 -0.45  0.71  -0.45  
13-Nov-19 -0.42  0.68  -0.42  
14-Nov-19 -0.82  1.08  -0.82  
15-Nov-19 -1.28  1.54  -1.28  
18-Nov-19 -1.16  1.42  -1.16  
19-Nov-19 -1.23  1.49  -1.23  
20-Nov-19 -1.46  1.72  -1.46  
21-Nov-19 -1.30  1.56  -1.30  
22-Nov-19 -1.05  1.31  -1.05  
25-Nov-19 -1.26  1.52  -1.26  
26-Nov-19 -1.24  1.50  -1.24  
27-Nov-19 -1.64  1.90  -1.64  
28-Nov-19 -1.55  1.81  -1.55  
29-Nov-19 -1.38  1.64  -1.38  
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(b) GRAPH SHOWING THE CURRENCIES & PAYOFF IN WITH 

HEDGING STRATEGIES PUTBUY& CALLSELL FOR THE 

MONTH NOVEMBER 2019 

 

 

INTERPRETATION  

Table 7 gives payoffs for callsell@70.25 strike with a premium of Rs0.25. On 

1st November, the currency close price is Rs.70.24 hence Mr. Call seller executes the 

contract and the profit/loss is Rs. -0.25@premium. On 27-November the close price 

is@ 72.14 and hence he will not exercise his option and the minimum losses incurs is 

only one the@-1.9. On5-November closed price @70.48 Incurred maximum profit is 

Rs.0.02. the call sell option losses unlimited and profits are limited to investor in 

market. 

The above table6 I get the data of one month i.e. November-2019.  In that spot 

buy and  spot sell payoff are unlimited. if you are observed form above table the spot 

buy price @70.24 from 1-November-2019 to 30- November -2019 investor who 

invested in currency market got unlimited profits on that maximum profit 

@1.9date@27-November-2019 and minimum profit @0.24 date@5-November-2019. 
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Table 6 gives payoffs for putbuy@70.25 strike with a premium of Rs.0.25. On 

1st November, the currency close price is Rs.70.24 hence Mr. Put seller executes the 

contract and the profit/loss is Rs.-0.23@premium. On 27-November the close price 

is@ 72.14 and hence he will not exercise his option and the minimum loss incurs is 

only the@-1.9. On5-November closed price @72.48 Incurred maximum profit is 

Rs.0.02. the put buy option losses limited and profits are unlimited to investor in 

market.  
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SUMMARY 
One of the most significant events in the securities markets has been the 

development and expansion of financial derivatives. The term “derivatives” is used to 

refer to financial instruments which derive their value from some underlying assets. 

The underlying assets could be equities (shares), debt (bonds, T-bills, and notes), 

currencies, and even indices of these various assets, such as the Nifty 50 Index. 

Derivatives derive their names from their respective underlying asset.  Thus if a 

derivative’s underlying asset is equity, it is called equity derivative and so on. 

Derivatives can be traded either on a regulated exchange, such as the NSE or off the 

exchanges, i.e., directly between the different parties, which is called “over-the-

counter” (OTC) trading. (In India only exchange traded equity derivatives are 

permitted under the law.) The basic purpose of derivatives is to transfer the price risk 

(inherent in fluctuations of the asset prices) from one party to another; they facilitate 

the allocation of risk to those who are willing to take it. In so doing, derivatives help 

mitigate the risk arising from the future uncertainty of prices. For example, on 

November 1, 2009 a rice farmer may wish to sell his harvest at a future date (say 

January 1, 2010) for a pre-determined fixed price to eliminate the risk of change in 

prices by that date. Such a transaction is an example of a derivatives contract. The 

price of this derivative is driven by the spot price of rice which is the "underlying".   

            It is a strategic amalgamation of two leading financial service providers 

Monarch Group of Companies and Networth Stock Broking Ltd. With more than 2 

decades in devising -and executing smarter financial products and strategies, we have 

emerged as one of the leading and reliable financial services providers. We have 

added more verticals to our business ranging from pure stock broking services and 

including the entire gamut of financial services such as primary marketing operations, 

mutual funds, insurance and comprehensive financial planning.  

             Our constant focus is on scaling and upgrading the technology and 

infrastructure with the aim of providing the best services to the investors. The 

Monarch net worth Capital is an ISO certified company which has been scaling new 

heights, only because of the trust placed on us by our clients and investors.  

             We have always believed in building a knowledge bank to bring about a 

progressive change for all our customers and stakeholders. This sharing of financial 
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knowledge has been adding more value to Options are one of the best tools for 

investors, who purchase currency’s in cash market. When investors think of volatility 

in certain conditions they can avoid their losses in cash market by simply participating 

in derivatives. I.e. selling the options underlying asset. The losses incurred in cash 

market will be set off by the profits generated in short positions taken in options when 

market becomes volatile. This study also shows that options are hedging tools and 

cannot expect profits by participating in it. This study is also shown that options can 

also be used for hedging and profit making. Investors with long positions in cash 

market can avoid the risk of falling prices by buying put option. Losses incurred in 

cash market due to fall in currency’s were set off by the profits in put option. It was 

also observed that in put options, when market price increases the investor who takes 

the hedging positions is getting profits. So, it gives unique advantage to options. 

Options are effective tool for effective us in suggestions. our clients’ asset.  

It has also established us as a unique entity in this domain.  

             Study shows that derivatives are the best available tools in modern financial 

markets, but one has to be clear about the tools in derivatives and how they can be 

effectively used. Understanding of options and strike prices are to be carefully 

observed at the time of hedging. If one has to just avoid losses in cash market, he can 

participate in options. If one wants to avoid losses at the time of falling prices and 

expect profits when prices increases, then the best tool is options. In these days, 

premiums are too high. It is very difficult to execute the option. So, investors should 

take care about paying premium.  
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CHAPTER 6 
FINDINGS & SUGGESTIONS 
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FINDINGS 

Changing global economic conditions making currency markets more volatile, 

which in turns making them as a risky for investment. This study tries to explain how 

derivatives are hedging products which can be used for avoiding risk in financial 

markets. Products which are available in derivatives such as Options are tools which 

are used by the investors according to their requirement for minimizing risk.  

• Options are one of the best tools for investors, who purchase currencies in cash 

market.  

• When investors think of volatility in certain conditions they can avoid their 

losses in cash market by simply participating in derivatives. I.e. selling the 

options underlying asset.  

• The losses incurred in cash market will be set off by the profits generated in 

short positions taken in options when market becomes volatile.  

• This study also shows that options are hedging tools and cannot expect profits 

by participating in it.  

• This study is also shown that options can also be used for hedging and profit 

making.  

• Investors with long positions in cash market can avoid the risk of falling prices 

by buying put option.  

• Losses incurred in cash market due to fall in currencies were set off by the 

profits in put option.  

• It was also observed that in put options, when market price increases the 

investor who takes the hedging positions is getting profits. So, it gives unique 

advantage to options. Options are effective tool for effective us in suggestions. 

•  
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SUGGESTIONS 

• Study shows that derivatives are the best available tools in modern financial 

markets, but one has to be clear about the tools in derivatives and how they can 

be effectively used.  

• Understanding of options and strike prices are to be carefully observed at the 

time of hedging.  

• If one has to just avoid losses in cash market, he can participate in options.  

• If one wants to avoid losses at the time of falling prices and expect profits 

when prices increases, then the best tool is options.  

• In these days, premiums are too high. It is very difficult to execute the option. 

So, investors should take care about paying premium.  
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CONCLUSION 

The investor those who are invest in currency’s markets to avoid losses in currencies 

to put their investments through derivatives in that use options to minimize their hedging and 

to follow other strategies in options to maximize their profits. It’s very difficult to invest on 

spot markets payoff very high.(Unlimited profits and losses 
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APPENDIX 
USDINR 

Trade Date Instrument Volume 
(Contracts) 

Turnover *  
(  crs) 

Premium Value 
(in crs) 

OI 

1-Nov-19  OPTCUR 3734661 26,853.40 0.25  29,82,174 

4-Nov-19  OPTCUR 3386175 24,284.80 0.33  23,27,330 

5-Nov-19  OPTCUR 3824260 27,424.75 0.23  38,03,902 

6-Nov-19  OPTCUR 3619889 25,965.00 0.45  30,65,085 

7-Nov-19  OPTCUR 2327471 16,729.02 0.64  28,29,460 

8-Nov-19  OPTCUR 2838863 20,400.97 0.60  32,19,409 

11-Nov-19  OPTCUR 2267916 16,307.25 0.51  29,99,049 

12-Nov-19  OPTCUR 2305345 16,592.84 0.70  29,57,570 

13-Nov-19  OPTCUR 2017224 14,510.50 0.67  27,13,004 

14-Nov-19  OPTCUR 1715980 12,338.70 1.07  25,50,807 

15-Nov-19  OPTCUR 3668576 26,369.20 1.53  34,17,664 

18-Nov-19  OPTCUR 4178206 30,116.08 1.41  30,48,821 

19-Nov-19  OPTCUR 4281965 30,768.94 1.48  28,54,863 

20-Nov-19  OPTCUR 2805046 20,033.36 1.71  24,35,374 

21-Nov-19  OPTCUR 3496780 24,935.89 1.55  32,76,451 

22-Nov-19  OPTCUR 3011665 21,408.85 1.30  28,10,708 

25-Nov-19  OPTCUR 2467826 17,522.61 1.51  25,58,264 

26-Nov-19  OPTCUR 1831552 13,009.34 1.49  23,24,443 

27-Nov-19  OPTCUR 1633450 11,607.78 1.89  20,97,438 

28-Nov-19  OPTCUR 2167999 15,424.67 1.80  25,82,075 
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Chapter I 

Introduction 



1  

Introduction 

Every modern economy is based on a sound financial system. A financial system is a set of 

institutional arrangements through which financial surpluses are mobilized from the units 

generating surplus income and transferring them to the others in need of them. The activities 

include production, distribution, exchange and holding of financial assets/instruments of 

different kinds by financial institutions, banks and other intermediaries of the market. The 

financial markets have two major components. They are money market and capital market 

A derivative is a financial instrument whose value depends on other, more basic, underlying 

variables. The valuable underlying could be prices of traded securities and stocks, prices of gold 

or copper. Derivatives have increasingly important field of finance, options and futures are 

traded actively on many exchanges, Forward contacts, Swap and different types of options are 

regularly traded outside exchanges by financial institutions, Banks and their corporate clients in 

what are termed as over the counter markets. In other words, there no single market place 

organized exchanges 

A derivative security is a security whose value depends on the value of together more basic 

underlying variable. These are also known as contingent claims. Derivatives securities have been 

very successful in innovation in capital markets. 

The emergence of the market for derivative products most notably forwards, futures and options 

can be traced back to the willingness of risk adverse economic agents to guard themselves 

against uncertainties arising out of fluctuations in asset prices. By their very nature, financial 

markets are market by a very high degree of volatility. Though the use of derivative products, it 

is possible to partially or fully transfer price risks by locking – in asset prices. As instrument of 

risk management these generally don’t influence the fluctuations in the underlying asset prices. 

However, by locking-in asset prices, derivative products minimize the impact of fluctuations in 

asset prices on the profitability and cash-flow situation of risk-averse investor. 

Derivatives are risk management instruments which derives their value from an underlying asset. 

Underlying asset can be Bullion, Index, Share, Currency, Bonds, Interest, etc. 



2  

 

 
 

Stock Exchanges 

Stock Exchange-traded derivatives are divided into those traded on a futures exchange such as 

(options and futures) and securities exchanges like warrants, structured products. 

Over the Counter Market 

Derivatives traded OTC is not regulated in terms of their features and contractual provisions. 
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1.1 Need for the Study: 

Measurements of derivatives are efficient financial tools used by the financial advisors to hedge 

risk. These are also proved practically as efficient financial instruments to reduce risk. So there is 

a lot of scope for development in derivative market. Some sections of people unaware of these. 

These instruments help to decrease impact of recession on market by attracting the investors with 

low risk. An investor can choose the right underlying or portfolio for investment which is risk 

free. Not only that, this study also covers the strategies followed by the investors in different 

market conditions. 
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1.2 Objectives of the Study: 
 

 To understand the concept of financial derivatives in India.

 To analyze the concept of the Financial Derivatives and derivative trading such as 

Futures and Options.

 To understand how derivatives are utilized by market participants.

 To know the payoff of derivative products using options strategies.
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1.3 Scope of the Study: 

The study is limited to “Derivatives” with special reference to Options in the Indian context, and 

the Sharekhan has been taken as representative sample for the study. The study cannot be said as 

totally perfect, any alteration may come. The study is made as a humble attempt to evaluate 

Derivatives Markets in Indian context. The study is not based on the International perspective of 

the Derivatives Markets. 
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1.4 Methodology of the Study: 

While deciding about the method of data collection to be used for the study, the researcher kept 

in mind for two types of data. 

Collection of Data Sources: 

1. Primary data 
 

2. Secondary data 

Primary Data: 

Raw data or primary data is a term for data collected at source. This type of information is 

obtained directly from first hand sources by means of surveys, observations and experimentation 

but not subjected to any processing or manipulation, this is called Primary data. 

Secondary Data: 

Secondary data means that are already available i.e., they refer to the data which have already 

been collected and analyzed by someone else. When the researcher utilizes secondary data, then 

he has to look into various sources from where he can obtain them. 

Example: 

The secondary data needed for the study was collected from published sources such as, 

 Reference from textbooks and journals,

 Magazines,

 Internet.
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Tools for Methodology: 

 The data collection is made on the basis of “Time Series Data” collection model. There 

are different tools available for study of performance of selected companies Payoffs in 

different periods.

The data analysis index is selected in random from list of different indexes like 

nifty, sensex, dowjones, nikki, etc. that are suitable to our study. So here the technique which is 

used to analyze the data that are used for the study is “Random Sampling Technique “ 
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1.5 Limitations of the Study: 

 The study is based on only in Indian Context of the Derivative Markets. The study is not 

based on the International perspective of the Derivative Markets..

 Study is limited to only Options.

 Study is limited to selected indices only.

 Brokerages, taxes are ignored (not taken into study).

 Time period is limited to 45 days only.



 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Chapter II 

Industry profile 



 

Industry Profile 

Securities Market and Financial System: 
 

The securities market has two interdependent and inseparable segments, the new issues 

(primary market) and the stock (secondary) market. 

Primary Market: 

The primary market provides the channel for sale of new securities. Primary market 

provides opportunity to issuers of securities; government as well as corporates, to raise resources 

to meet their requirements of investment and/or discharge some obligation. 

They may issue the securities at face value, or at a discount/premium and these securities may 

take a variety of forms such as equity, debt etc. They may issue the securities in domestic market 

and/or international market. 

The primary market issuance is done either through public issues or private placement. A 

public issue does not limit any entity in investing while in private placement, the issuance is  

done to select people. In terms of the Companies Act, 1956, an issue becomes public if it results 

in allotment to more than 50 persons. This means an issue resulting in allotment to less than 50 

persons is private placement. There are two major types of issuers who issue securities. The 

corporate entities issue mainly debt and equity instruments (shares, debentures, etc.), while the 

governments (central and state governments) issue debt securities (dated securities, treasury 

bills). 

The price signals, which subsume all information about the issuer and his business 

including associated risk, generated in the secondary market, help the primary market in 

allocation of funds. 

 

Secondary Market: 
Secondary market refers to a market where securities are traded after being initially 

offered to the public in the primary market and/or listed on the Stock Exchange. Majority of the 

trading is done in the secondary market. Secondary market comprises of equity markets and the 

debt markets. 

The secondary market enables participants who hold securities to adjust their holdings in 

response to changes in their assessment of risk and return. They also sell securities for cash to 



 

meet their liquidity needs. The secondary market has further two components, namely the Over 

the Counter (OTC) market and the exchange traded market. OTC is different from the market 

place provided by the Over The Counter Exchange of India Limited. OTC markets are 

essentially informal markets where trades are negotiated. Most of the trades in government 

securities are in the OTC market. All the spot trades where securities are traded for immediate 

delivery and payment take place in the OTC market. The exchanges do not provide facility for 

spot trades in a strict sense. Closest to spot market is the cash market where settlement takes 

place after some time. Trades taking place over a trading cycle, i.e. a day under rolling 

settlement, are settled together after a certain time (currently 2 working days). Trades executed 

on the National Stock Exchange of India Limited (NSE) are cleared and settled by a clearing 

corporation which provides novation and settlement guarantee. Nearly 100% of the trades settled 

by delivery are settled in demat form. NSE also provides a formal trading platform for trading of 

a wide range of debt securities including government securities. 

A variant of secondary market is the forward market, where securities are traded for 

future delivery and payment. Pure forward is outside the formal market. The versions of forward 

in formal market are futures and options. In futures market, standardized securities are traded for 

future delivery and settlement. These futures can be on a basket of securities like an index or an 

individual security. In case of options, securities are traded for conditional future delivery. There 

are two types of options–a put option permits the owner to sell a security to the writer of options 

at a predetermined price while a call option permits the owner to purchase a security from the 

writer of the option at a predetermined price. These options can also be on individual stocks or 

basket of stocks like index. Two exchanges, namely NSE and the Bombay Stock Exchange, 

(BSE) provide trading of derivatives of securities. 

The past few years in many ways have been remarkable for securities market in India. It 

has grown exponentially as measured in terms of amount raised from the market, number of 

stock exchanges and other intermediaries, the number of listed stocks, market capitalization, 

trading volumes and turnover on stock exchanges, and investor population. Along with this 

growth, the profiles of the investors, issuers and intermediaries have changed significantly. The 

market has witnessed fundamental institutional changes resulting in drastic reduction in 

transaction costs and significant improvements in efficiency, transparency and safety. 



 

Reforms in the securities market, particularly the establishment and empowerment of 

Security Exchange Board of India (SEBI), market determined allocation of resources, screen 

based nation-wide trading, dematerialization and electronic transfer of securities, rolling 

settlement and ban on deferral products, sophisticated risk management and derivatives trading, 

have greatly improved the regulatory framework and efficiency of trading and settlement. Indian 

market is now comparable to many developed markets in terms of a number of qualitative 

parameters. 

Derivative Market: 

Trading in derivatives of securities commenced in June 2000 with the enactment of 

enabling legislation in early 2000. Derivatives are formally defined to include: (a) a security 

derived from a debt instrument, share, loan whether secured or unsecured, risk instrument or 

contract for differences or any other form of security, and (b) a contract which derives its value 

from the prices, or index of prices, or underlying securities. Derivatives trading in India are legal 

and valid only if such contracts are traded on a recognized stock exchange, thus precluding OTC 

derivatives. 

Derivatives trading commenced in India in June 2000 after SEBI granted the approval to 

this effect in May 2000. SEBI permitted the derivative segment of two stock exchanges, i.e. NSE 

and BSE, and their clearing house/corporation to commence trading and settlement in approved 

derivative contracts. 

To begin with, SEBI approved trading in index futures contracts based on S&P CNX 

Nifty Index and BSE-30 (Sensex) Index. This was followed by approval for trading in options 

based on these two indices and options on individual securities. The derivatives trading on the 

NSE commenced with S&P CNX Nifty Index futures on June 12, 2000. The trading in S&P 

CNX Nifty Index options commenced on June 4, 2001 and trading in options on individual 

securities commenced on July 2, 2001. Single stock futures were launched on November 9, 2001. 

In June 2003, SEBI – Reserve Bank of India (RBI) approved the trading on interest rate 

derivative instruments. 

The Mini derivative Futures & Options contract on S&P CNX Nifty was introduced for 

trading on January 1, 2008 while the long term option contracts on S&P CNX Nifty were 

introduced for trading on March 3, 2008. 



 

Regulatory Framework: 
The five main legislations governing the securities market are: 

(a) The SEBI Act, 1992 which established SEBI to protect investors and develop and 

regulate securities market. 

(b) The Companies Act, 1956, which sets out the code of conduct for the corporate sector 

in relation to issue, allotment and transfer of securities, and disclosures to be made in public 

issues. 

(c) The Securities Contracts (Regulation) Act, 1956, which provides for regulation of 

transactions in securities through control over stock exchanges. 

(d) The Depositories Act, 1996 which provides for electronic maintenance and transfer of 

ownership of demat securities and 

(e) The Prevention of Money Laundering Act, 2002 which prevents money laundering 

and provides for confiscation of property derived from or involved in money laundering. 

The functioning of stock broking in India was started in 1875. The BSE oldest stock 

broking of India. History of Indian stocks trading starts with the 318 person taking membership 

in Stock Brokers Association and Native Share, which is known by name as Bombay Stock 

Exchange (BSE). In the year 1965, BSE got a permanent acknowledgment from Government of 

India which was most required. The NSE arrives 2nd to the BSE in the terms of status. NSE and 

BSE represent themselves as the synonyms of the Indian stock market. History of stock market  

in India is almost same as history of BSE. 

An up-beat mood of marketplace was lost abruptly with the Harshad Mehta scam. This 

came to the public knowledge that Harshad Mehta, who is also called as big-bull and giant of 

Indian stock market which diverted huge fund from banks by fraudulent means. He also played 

with millions of shares of many companies. For preventing such frauds, Government formed 

SEBI, through Act in 1992. The SEBI is statutory body which regulates and controls functioning 

of brokers, stock exchanges, portfolio manager investment advisors, sub-brokers, etc. SEBI 

obliged several tough measures to protect interest of investor. Now with inception of the online 

trade and every day settlements chances for fraud are nil, top official of SEBI. Sensex crossed 

5000 mark in year 1999 and 6000 mark in year 2000. Foreign institutional investor (FII) is 

investing in stock markets in India on very large scale. Liberal economic policies pursue by 

successive Government attracted many foreign institutional investors towards large scale. The 



 

impulsive behavior and action of market dedicated it tag - 'volatile market.' The factors which 

affected market in past were the good monsoon, rise to power of BJP etc. The result of cricket 

matches between Pakistan and India also affected movements of stock broking in India. National 

Democratic Alliance which was led by BJP, in 2004 the public election unsuccessfully tried for 

riding on market sentiment to power. NDA is voted out of the power and Sensex recorded 

biggest fall in day amidst fears which Congress-Communist coalitions would have stall 

economicreform. 

 
India, after US hosts the large number of the listed companies. The Global investors now 

seek India as preferred location for the investment. Stock market now also appeals to the middle 

class Indians. Most of the Indian working in foreign country now diverts their savings to the 

stocks. This new phenomenon is result of diminished interest rate from banks and opening of the 

online trading. Stock brokers based in the India are opening office in different country mainly to 

cater needs of the Non Resident Indians. They can sell or buy stocks online while returning from 

work places. The recent incidents which led to the growing interests among all Indian middle 

class is initial public offer announced by ONGC, Maruti Udyog Limited, Tata Consultancy 

Services and many big names like such. A bullish run of stock market can associated with steady 

growth of 6% in GDP, growth of Indian company to MNCs, the large potential of the growth in 

fields of mass media, telecommunication, education, IT sectors and tourism backed by the 

economic reforms ensures that the Indian stock market continue its bull run. 

Stock Exchange: 

 
A Stock Exchange is a place that provides facilities to stock brokers to trade company 

stocks and other securities. A stock may be bought or sold only if it is listed on an exchange. 

Thus it is the meeting place of the stock buyers and sellers. 

 
Stock Exchange an Overview: 

Stock exchange contributes in a huge measure to the growth and expansion of national 

business and to the ultimate benefit and well-being of the national economy and its people. They 

provide an ideal conduit through which enormous amounts of capital flows through the 



 

interconnected network of financial organization to all corporate enterprises in the country. Thus, 

stock exchange ensures liquidity and transferability of financial assets that are dealt with. 

Stock exchange provides an organized marketplace for the investors to buy and sell 

securities freely. The market offers perfectly competitive conditions where a large number of 

sellers and buyers participate. Further, stock exchange provides an auction market in which 

members of the exchange participate to ensure continuity of price and liquidity to investors. 

 
The efficient functioning of the stock exchange is responsible for creating a conductive 

climate for an active and growing primary market for new issues. Moreover, an active and a 

healthy secondary market in existing securities leads to a better psychology of expectations, 

considerably broadening the investment enquiries and thereby, rendering the task of raising 

resources by entrepreneurs easier. Good performance and outlook for equities in the stock 

exchange imparts buoyancy to the new issue market. 

 

Definition: 

According to Hastings, “sock exchange or securities market comprises all the places 

where buyers and sellers of stocks and bonds or their representatives undertake transactions 

involving the sale of securities”. 

According to section 2(3) of the securities Contract Regulation Act 1956, “The stock 

exchange has been defined as anybody of individual whether incorporated or not, constituted for 

the purpose of assisting, regulating or controlling the business of buying, selling or dealing in 

securities.” 

Under the said Act, the following securities can be traded at the stock exchange. 

 Shares, scripts, stocks, bonds, debentures stocks or other marketable securities of a like 

nature in or of any incorporated company or other body of corporate.

 Government securities and Rights or interests in securities.

The stock exchange provides a marketplace for purchase and sale of securities as above 

stated. It ensures the free transferability of securities, which is the essential basis of corporate 

system. The private corporate system cannot function efficiently without the existence of stock 

exchange in an economy. The stock market assures the owners of corporate securities to sell their 

holdings at any time and thereby provides liquidity. 



 

Meaning: 

1. A Stock Exchange constitutes anybody of individual, whether incorporated or not, 

constituted for the purpose of assisting, regulating or controlling the business of buying, selling 

or dealing in securities. It serves as a special marketplace for facilitating transaction in existing 

corporate securities at prices that are “fair and equitable”. A stock exchange contributes to 

enhancing the investment opportunities of goods and rendering of services, so as to promote a 

desirable allocation of the funds among various sectors of the economy. 

2. The stock market is regarded as the economic barometer of a country indicating the 

nature of the economic environment at any point of time. It is the market place where the 

corporate and the government securities are traded and exchanged. It regularly provides 

sufficient marketability and price continuity to the listed scrip’s. Further, it is the only market 

which can extend reasonable safety and fair and equitable dealing in the buying and selling of 

securities, thus, enhancing the opportunities available to the investors at large. 

 
Functions of Stock Exchange: 

 The stock market is one of the most important sources for companies to raise  money. 

This allows businesses to go public, or raise additional capital for expansion. The 

liquidity that an exchange provides affords investors the ability to quickly and easily sell 

securities. This is an attractive feature of investing in stocks, compared to other  less 

liquid investments such as real estate.

 The prices of shares and other assets is an important part of the dynamics of economic 

activities, and can influence or be an indicator of social mood. Rising share prices for 

instance, tend to be associated with increased business investment and vice-versa. Share 

prices also affect the wealth of households and their consumption. Therefore, Central 

banks tend to keep an eye on the control and behavior of the stock market and, in general, 

on the smooth operation of financial system functions.

 Exchanges also act as the clearing houses for each transaction, meaning that they collect 

and delivery the shares and guarantee payment to seller of a security. This eliminates the 

risk to an individual buyer or seller that the counterparty could default on the transaction.



 

 The smooth functioning of all these activities facilitates economic growth, in that lower, 

costs and enterprise risk promote the production of goods and services as well as 

employment. In this way the financial system contributes to increased prosperity.

 

History of Stock Exchange: 

The first organized stock exchange in India is the Bombay Stock Exchange (BSE), which 

was established in 1875. But trading in securities used to take place much earlier in the 18th 

century, and share quotations wee published in contemporary newspapers. However, dealings 

were not regulated by any code of rules, nor any hours of business prescribed or nor was there 

any committee to supervise the conduct of members. Dealers congregated under some tree in 

open fields for the purpose of transacting business. 

The advent of western styled business practices in India in the early 18th century 

commenced with the establishment of the East India Company’s in India. Towards the close of 

the 18th century, the East India Company naturally dominated business in securities and loan 

transactions. Evidence of the existence of trading in stocks of banks and certain companies is 

available in price quotations in contemporary newspapers. By the 1830’s, there was a perceptible 

rise in the volume of business in loans of corporate stocks and shares. In 1836, the “Englishmen” 

of Calcutta reported quotation of 4 percent, 5 percent and 6 percent loans of the East India 

Company as well as shares of Bank of Bengal. Shares of bans like the “Corporation Bank”, the 

“Oriental Bank”, the “Chartered Mercantile Bank”, the “Chartered Bank” and the old “Bank of 

Bombay” were traded. In 1839, the trading list was broader in Calcutta, where newspapers gave 

quotations of bank like “Union Bank”, the “Agra Bank” and business ventures like “Bengal 

Bonded Warehouse”, the “Docking Company” and “Steam Tug Company”. Between 1840-50, 

banks recognized about half a dozen brokers and merchants in Bombay. 

In 1850, the Companies Act introducing limited liability was enacted and the era of joint 

stock enterprises began in India. By the mid 19th century, railways were extended, telegraph was 

introduced, and hence communication expanded. Consequently, the country witnessed rapid 

development of commercial activity. Internal trade and commerce gradually improved and 

broadened. This was followed by a growth in corresponding demand for Indian goods in Europe. 

Eventually, the brokers participated in this general progress and prosperity. 



 

The American Civil War of 1860-65 had widespread impact on the fledging India share 

market. The supply of cotton to Europe was totally stopped, and India, especially Bombay, the 

cotton belt, became the major supplier. There was an unlimited demand for Indian cotton.  

exports doubled between 1861-65. The price of cotton shot up as the Civil War progressed. The 

bulk of these exports were paid in bullion. The largest flow was in 1864-65, the last year of the 

war. The flush of gold bullion spawned numerous ventures in a wave of speculation. Companies 

were floated for every imaginable purpose-banks, financial association, land reclamation, 

trading, cotton cleaning, pressing, hotels, shipping and steamer companies, etc. every company 

that was floated commanded a premium. 

 

Indian Stock Exchanges: 

Origin and Growth: 

Stock market transactions in India first originated in the later part of the 18th century with 

the dealings of the stock transactions of the East India Company. Corporate trading of shares 

came into the picture in 1830. The enactment of the Companies Act in 1850, marked the 

beginning of the new era in the realm of stock markets in India. The Act contained many features 

that were considered significant in as far as they contributed to the growth and the development 

of the stock exchanges across the country. The introduction of limited liability marked the era of 

modern joint stock enterprises. 

 

Before World War I: 

On the eve of the First World War, the Indian Stock Market comprised three exchanges. 

During this period, all imports into Indian ceased and the Indian manufactures were faced with a 

boom. As the industrial activity in Europe centered on producing good required for the war, the 

Indian industries expand to cater the demand. 

 
Bombay Stock Exchange (BSE): 

The first stock exchange was known as “The Bombay Stock Exchange” (BSE), which 

was established in 1887, by formalizing the deed of association of Native Shares and Stock 

Brokers Association. The Association was set up in the year 1875. The Bombay Stock Exchange 

made a significant contribution to the growth of the cult and to the development of the Indian 

capital market. 



 

Ahmadabad Stock Exchange: 

This was the second stock exchange, of which came into existence in 1894 under the 

name of “The Ahmadabad Shares and Brokers Association”. The major factor behind its 

establishment was the mushroom growth of cotton textile units in this region. This exchange was 

organized practically on the lines of the Bombay stock exchange. 

 
Calcutta Stock Exchange: 

This was the third stock exchange to be set up in India at the beginning of the 19th 

century. This came into existence under the name of “The Calcutta Stock Exchange Association” 

in 1908. The industries that contributed to its birth were the jute industry of Bengal and the coal 

and mining industry of Bihar, Orissa and Bengal. 

 
After World War II: 

The Second World also resulted in a sharp boom and mushroom growth of Indian 

industries. The boom also resulted in the establishment of various stock exchanges in the 

country. During the Second World War, a few new stock exchanges such as Hyderabad, 

Bangalore, Indore, etc came into existence. Under the provisions of the Securities Contract 

Regulation Act (SCRA) 1956, Central Government granted recognition to establish stock 

exchange at Bombay, Ahmadabad, Calcutta, Madras and Delhi in 1957, and stock exchange at 

Hyderabad and Indore in 1958. 

 
Regulation of Stock Exchanges: 

All stock exchanges were subject to self-regulation till 1956, whereby the regulation 

emanated from their own management bodies, i.e. Board of Governors. Now, Indian stock 

exchanges are subject to three-tier regulation. The first level constitutes the authority exercised 

by the Central Government under the Indian Constitution and through its Ministry of Finance 

(Stock Exchange Division) over the functioning of the stock exchanges. 

 
The authority, however, is regulated primarily through the Securities Contract Regulation 

Act (SCRA), 1956. Further, the Securities and Exchange Board of India (SEBI) also regulates  

the stock exchange in order to protect the interest of investors and to promote the development of 

security markets in India. This constitutes the second-level authority constitutes self-regulation 



 

whereby all stock exchanges have their own separate rules, byelaws and regulation that are 

exercised through their Governing Board. 

 

Regulatory Structure: 

The Stock Exchange Division of Ministry of Finance has its Head Office at Delhi and 

Branch offices at Bombay and Calcutta. The essential functions of the Division are as follows: 

a) Providing linkage between government and stock exchanges. 

b) Monitoring the operation of the stock exchanges 

c) Providing advice to overcome the untoward development and crises. 

d) Ensuring the compliance of listing providers 

e) Ensuring smooth functioning of the stock exchange and 

f) Issuing licenses to brokers and dealers in securities and also in areas beyond the 

jurisdiction of recognized stock exchanges. 

 

Securities and Exchange Board of India (SEBI): 

In 1988, the Securities and Exchange Board of India (SEBI) was established by the 

Government of India through an executive resolution, and was subsequently upgraded as a fully 

autonomous body (a statutory Board) in the year 1992 with the passing of the Securities and 

Exchange Board of India Act (SEBI Act) on 30th January 1992. In place of Government Control, 

a statutory and autonomous regulatory board with defined responsibilities, to cover both 

development and regulation of the market, and independent powers has been set up. 

Paradoxically this is a positive outcome of the Securities Scam of 1990-91. 

The SEBI issues from time to time various rules, regulations and guidelines for 

promoting the development and stabilization of the securities market in India. A few important 

among them are as follows: 

 SEBI (Portfolio Managers) Rules and Regulation, 1992

 SEBI (Stock Brokers and Sub- Brokers) Rules and Regulation, 1992

 SEBI (Inside Trading) Regulations. 1992.

 SEBI (Merchant Bankers) Rules and Regulation,1992

 SEBI (Mutual Fund) Regulations, 1993.

 SEBI (Underwriters) Rules and Regulations, 1993.

 SEBI (Registrars to Issue and Share Transfer Agents) Rules and Regulation. 1993.



 

 SEBI (Debentures Trustee) Rules and Regulation, 1993.

 SEBI (Bankers to an Issue) Rules and Regulation, 1993

 
Objectives of SEBI: 

 
 To protect the interest of the investors in securities.

 To promote the development of securities market.

 To regulate the securities market.

 
SEBI has regulated the following: 

 Primary market

 Secondary market

 Mutual funds and

 Foreign institutional investments

 
Bombay Stock Exchange (BSE): 

 
 

 
The Bombay Stock Exchange Limited; popularly called The Bombay Stock Exchange or 

BSE is located at Dalal Street, Mumbai. Established in 1875. It is the oldest stock exchange in 

Asia. There are around 5439 Indian companies listed with the stock exchange, and has a 

significant trading volume. As of July 2018, the market capitalization of the BSE was about US 

$2.1 trillion (Rs.150184.87 billion). The BSE SENSEX (Sensitive index), also called the BSE 30, 

is a widely used market index in India and Asia. As of 2018, it is among the 5 biggest stock 

exchanges in the world in terms of transactions volume. Along with the NSE, the companies 

listed on the BSE have a combined market capitalization of Rs. 5.58trilion. 



 

BSE is the first stock exchange in the country which obtained permanent recognition (in 

1956) from the Government of India under the Securities Contracts (Regulation) Act 1956.  

BSE's pivotal and pre-eminent role in the development of the Indian capital market is widely 

recognized. It migrated from the open outcry system to an online screen-based order driven 

trading system in 1995. Today, BSE is the world's number 1 exchange in terms of the number of 

listed companies and the world's 5th in transaction numbers. The market capitalization as on 

December 31, 2007 stood at USD 1.79 trillion. 

 
The BSE Index, SENSEX, is India's first stock market index that enjoys an  iconic 

stature, and is tracked worldwide. It is an index of 30 stocks representing 12 major sectors. The 

SENSEX is constructed on a 'free-float' methodology, and is sensitive to market sentiments and 

market realities. Apart from the SENSEX, BSE offers 21 indices, including 12 sectorial indices. 

BSE has entered into an index cooperation agreement with Deutsche Borse. This agreement has 

made SENSEX and other BSE indices available to investors in Europe and America. Moreover, 

Barclays Global Investors (BGI), the global leader in ETFs through its Shares® brand, has 

created the 'Shares® BSE SENSEX India Tracker' which tracks the SENSEX. The ETF enables 

investors in Hong Kong to take an exposure to the Indian equity market. 

 
Objectives of BSE: 

 
 To safeguard the interest of investing public having dealing on the exchanges.

 To establish and promote honorable and just practices in securities transactions.

 To promote, develop and maintain well-regulated market for dealing in securities.

 To promote industrial development in the country through efficient resource mobilization 

by the way of investment in corporate securities.

 
National Stock Exchange (NSE): 

 
 



 

The National Stock Exchange (NSE) is India's leading stock exchange covering various 

cities and towns across the country. NSE was set up by leading institutions to provide a modern, 

fully automated screen-based trading system with national reach. The Exchange has brought 

about unparalleled transparency, speed & efficiency, safety and market integrity. It has set up 

facilities that serve as a model for the securities industry in terms of systems, practices and 

procedures. 

 
NSE has played a catalytic role in reforming the Indian securities market in terms of 

microstructure, market practices and trading volumes. The market today uses state-of-art 

information technology to provide an efficient and transparent trading, clearing and settlement 

mechanism, and has witnessed several innovations in products & services viz. demutualization of 

stock exchange governance, screen based trading, compression of settlement cycles, 

dematerialization and electronic transfer of securities, securities lending and borrowing, 

professionalization of trading members, fine-tuned risk management systems, emergence of 

clearing corporations to assume counter party risks, market of debt and derivative instruments 

and intensive use of information technology. 

 
The National Stock Exchange of India Limited has genesis in the report of the High 

Powered Study Group on Establishment of New Stock Exchanges, which recommended 

promotion of a National Stock Exchange by financial institutions (FII’s) to provide access to 

investors from all across the country on an equal footing. Based on the recommendations, NSE 

was promoted by leading Financial Institutions at the behest of the Government of India and was 

incorporated in November 1992 as a tax-paying company unlike other stock exchanges in the 

country. 

 
On its recognition as a stock exchange under the Securities Contracts (Regulation) Act, 

1956 in April 1993, NSE commenced operations in the Wholesale Debt Market (WDM) segment 

in June 1994. The Capital Market (Equities) segment commenced operations in November 1994 

and operations in Derivatives segment commenced in June 2000.NSE has been promoted by 

leading financial institutions, banks, insurance companies and other financial intermediaries. 

NSE is one of the first de-metalized stock exchanges in the country, where the ownership and 

management of the Exchange is completely divorced from the right to trade on it. Though the 



 

impetus for its establishment came from policy makers in the country, it has been set up as a 

public limited company, owned by the leading institutional investors in the country. 

 
Advantages of NSE: 

 Wider accessibility

 Screen based trading

 Non-disclosure of the trading members identity

 Transparent transactions

 Matching of orders

 Effective settlement of corporate benefit

 Trading in dematerialized form

 
NSE has many firsts to its name such as creation of the first clearing corporation in the 

country in the form of the National Securities Clearing Corporation Limited (NSCCL), including 

the first systematic process of member inspections, building a sophisticated market surveillance 

system, and a country wide high capacity data network supporting close to 200,000 dealers. 

 
NSE is the largest stock exchange of the country. It has a market share of nearly 70% in 

equity trading and 98% in futures and options trading in India. Globally, NSE ranks among the 

top three stock exchanges in terms of number of contracts traded in single stock futures, index 

futures and stock options. We are among the top four of the stock exchanges around the world in 

terms of number of transactions and are also ranked among the top ten largest derivatives 

exchanges of the world. At NSE, we are constantly working towards creating a more transparent, 

vibrant & innovative securities market. This invariably implies that our need for competent 

people is continuous. 

 
The NSE Group is comprised of National Securities Clearing Corporation Ltd (NSCCL), 

NSE Infotech Services Ltd, NSE IT Limited, India Index Services and Products Limited (IISL), 

Dotex International Ltd., National Securities Depository Limited (NSDL), National Commodity 

and Derivatives Exchange Limited (NCDEX), National Commodity Clearing Limited (NCCL) 

and Power Exchange India Limited (PXI). 



 

As the leading stock exchange and fiscal entity in the country, we believe in recruiting  

the finest of talent in the industry. We are looking for talent to be developed into future leaders  

of our organization by cross-departmental exposure, continuous self-development opportunities 

and ongoing reinforcement to develop & enhance customer orientation & leadership potential. 

 
Broking Firms in India: 

Broking firms are the business entities that deal with stock trading. India, with an 

increasing capital market and a growing number of investors, has a number of brokerage firms. 

In Indian retail brokerage industry, the brokerage firms primarily work as agents for buying and 

selling of securities like shares, stocks and other financial instruments and earn commission for 

each of the transactions. There are plenty of brokerage firms in India. Let's have a look at the top 

brokerage firms in India. 

 

Major Stock Broking Companies in India: 

1. ICICI securities limited. 

2. HDFC securities limited. 

3. Sharekhan ltd. 

4. Zerodha. 

5. Axis securities ltd. 

6. Kotak securities ltd. 

7. Angel broking private ltd. 

8. Motilal oswal securities ltd. 

9. India infoline ltd. 

10. Karvy stock broking ltd. 



 

ICICI Securities Limited: 
 

 

ICICI direct is a banking equity broker being a banking broker enjoys brand value, 

with highest account in equity market ICICI direct leading in chart in UCC activation in 2017. In 

2000 ICICI bank started its broking arm ICICI direct. High brand value allow ICICI direct to 

charge high brokerage. ICICI direct offer bunch of product to their client – equity, derivatives, 

currency, MF, insurance, FD/Bonds, Loans, NPS if we consider products they offer then ICIC 

direct top of the chart. ICICI direct is Top 10 stock brokers who has Head Office (HO) in 

Mumbai. 

 
 3 – in – 1 Account.

 Option trading commission has Rs.30 to Rs.100 per lot.

 Intraday future trading commission is 03% to 0.05%.

 Delivery brokerage is 30% to 0.50%.

 Wing range of investing products.

 More than 100 location presence in India.

 Trade racer – online trading platform.

 Learning online classes where you can learn about stock market.

 3 – in – 1 Account opening charges is Rs. 975 and Rs 500 Annual Maintenance Charges 

(AMC).

 High brokerage and transaction charge.



 

HDFC Securities Limited: 
 
 
 

 
HDFC securities are another banking broker who enjoys banking client base and high brand 

value. In the year 2002, HDFC securities started in broking business. It has now more than 200 

branches and 516546 active client bases. 

 
 3 – in – 1 Account Opening.

 Wide range of product – EQ , FX , MF , insurance, loans.

 They were around 200 Branches all over India.

 Pro Terminal – advance trading terminal with annual charges 1999

 Account opening charges is 999 Rs.

 Intraday brokerage is 03% to 0.05%.

 Delivery brokerage is 30% to 0.50%.

 In-depth research report and tools.

 Online class room – stock market training.

 High brokerage and transaction charges and AMC for trading terminal.



 

Sharekhan Limited: 
 

Sharekhan is one of the oldest equity broker in India. And pioneer in the internet base online 

broking in India. Sharekhan started in 2000, Member of NSE, BSE, MCX, MCX-SX and 

NCDEX. Sharekhan top of 5 stock broker in India with 454167 active client in NSE. 

 
 Sharekhan is one of the oldest broker in India.

 Intraday brokerage chargesis01% to 0.05%.

 Delivery brokerage charges is 10% to 0.30%.

 Trade tiger – is one of the best trading tools / terminal in Indian stock market.

 More than 700 plus branch office – partner office in India.

 Best broker for beginner trader – in-depth research and relationship manager support for 

beginner.

 Regular market inside as well as advisory in commodity market.

 MCX account opening charges is Rs 500.

 MCX brokerage charges 0.01% intraday brokerage (High compare to other leading 

discount brokerage).

 Two times leverage in intraday (Low compare to other leading broker).



 

Axis Securities: 
 
 
 

 
 

Axis direct is Brand name of Axis Securities , one more Banking Broker enjoy Position in  

top 10 share broker in India. Thanks to its Banking arm cashing high net worth clients and 

corporate salary accounts in to Broking business. Axis Bank acquire Enam securities and started 

its Broking Business in 2010. 

 
 3 – in – 1 account.

 Zero Brokerage in intraday sq up in option market and Rs 10 per lot if carry forward.

 Intraday brokerage is 01% to 0.03%.

 Swift trader and Axis web trading terminal.

 Twenty Bunch of products.

 Research report and investment ideas.

 Learn and earn – knowledge series.

 Strong branch network.

 High brokerage compare to discount broker, average trading terminal .



 

Kotak Securities Ltd: 
 
 
 

 
 

Kotak securities is like other banking broker kotak securities has good client base. 

Kotak is one of the oldest stock broker in India. Kotak offer 3 – in – 1 demat account which 

cashing its high brand equity in banking business. Kotak bank is one of the best brand in private 

banking sector. 

 
 Competitive brokerage plan compare to other banking broker.

 Margin funding available – delivery.

 Happy hours – 50% brokerage off between 1 pm to 2 pm.

 Double or quits – Pay 1 paisa in loss and double brokerage in profit.

 intraday limit is 50 times in selected stocks.

 Best research team and proven track record.

 Account opening charges is Rs 750 & Rs 500 AMC.

 Branch Network is 1200 plus

 Trading terminal not that user friendly and brokerage high compare to discount broker.



 

Angel Broking Private Limited: 
 
 
 

 
Angel Broking is one of leading traditional broker in India. Angel Broking founded in 

1987, currently angel has 3, 06,541 active clients. 

 
 Option trading brokerage rates vary from Rs 30 to Rs 50 per lot.

 Future trading brokerage rates 0.01% to 0.05% on traded volume.

 Intraday exposure is 3x in Nifty future & other active futures.

 More than 200 support office all over India.

 ARQ automated recommendation engine for new investor.

 Angel offer mobile trading, web trading, angel broking speed pro.

 Average customer support, high brokerage, average trading web terminal.



 

Motilal Oswal Securities Ltd: 
 
 
 

 
When we discussed about traditional broker then Motilal Oswal name top of the chart. 

Because of their research and Pan India presence. Motilal Oswal started in 1987 and 2, 62,000 

active clients in 2017 

 
 There are 2000 plus active sub broker network in Pan India.

 Best in house research team.

 Option trading brokerage rates is Rs 30 to 100 per lot.

 Future trading brokerage rates is 01% to 0.04%.

 Web application, desktop application, mobile application with smart watch support.

 Margin funding facility.

 Relatively high brokerage Compare to discount broker Company.



 

India Infoline Limited: 
 
 
 

 
 

India infoline diversified financial company founded by Nirmal Jain. Of the top 10 Stock brokers 

in India 2018 listed in NSE. In the year1995, Nirmal Jain started this company. Now company 

have more than 3500 sub broker and 6 country presence. India infoline recently launched 5paisa 

discount broking arms in India. 

 
 Account opening charges is Rs 555 with Rs 300 AMC.

 India Infoline offer multiple option in brokerage 0.01% to 0.03% traditional plan and fix 

brokerage plan also they have.

 Trader terminal& TT edge one to the best trading platform.

 5paisa School allow client to learn in-depth about stock market.

 India Infoline customer service not that satisfactory and lots of exchange complain register in 

past to this broker.

 Clients dissatisfaction and complain logged in Exchange.



 

Karvy Stock Broking Limited: 
 
 
 

Karvy established a broking arm of karvy group as karvy stock broking limited in 1985.Karvy 

has strong presence in south India market. 

 
 More than 10 Products they offer.

 Flagship research report and advisory.

 Intraday Brokerage is 01% to 0.05%.

 Delivery Brokerage is 10% to 0.30%.

 More than 100 plus branches and partner office in India.

 Average trading terminal, high brokerage compare to discount brokers.
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Company Profile 

Sharekhan 

Background: 

Sharekhan was founded by Mumbai-based entrepreneur Shripal Morakhia in 2000. 

Sharekhan pioneered the online retail broking industry and leveraged on the first wave of 

digitization, when dematerialization (demat) of securities came into effect and electronic trading 

was introduced in the stock exchanges. In India, Sharekhan has over 4800+ employees, and is 

present in over 575 cities through 150 branches, more than 2,600 business partners. The 

company has 1.6 Million clients and on an average, executes more than 4 lakh trades per day 

Sharekhan is one of the top retail brokerage houses in India with a strong online trading 

platform. The company provides equity based products (research, equities, derivatives, 

depository, margin funding, etc.). It has one of the largest networks in the country with 704 share 

shops in 280 cities and India’s premier online trading portal www.sharekhan.com. With their 

research expertise, customer commitment and superior technology, they provide investors with 

end-to-end solutions in investments. They provide trade execution services through multiple 

channels - an Internet platform, telephone and retail outlets. Sharekhan was established by 

Morakhia family in 1999-2000 and Morakhia family, continues to remain the largest shareholder. 

It is the retail broking arm of the Mumbai-based SSKI [Shantilal Shewantilal Kantilal Iswarnath 

Limited] Group. SSKI which is established in 1930 is the parent company of Sharekhan ltd. 

With a legacy of more than 80 years in the stock markets, the SSKI group ventured into 

institutional broking and corporate finance over a decade ago. Presently SSKI is one of the 

leading players in institutional broking and corporate finance activities. Sharekhan offers its 

customers a wide range of equity related services including trade execution on BSE, NSE, and 

Derivatives. Depository services, online trading, Investment advice, Commodities, etc. 

Sharekhan Ltd. is a brokerage firm which is established on 8th February 2000 and now it 

is having all the rights of SSKI. The company was awarded the 2005 Most Preferred Stock 

Broking Brand by Awwaz Consumer Vote. It is first brokerage Company to go online. The 

Company's online trading and investment site - www.Sharekhan.com - was also launched on Feb 

8, 2000. This site gives access to superior content and transaction facility to retail customers 

across the country. Known for its jargon-free, investor friendly language and high quality 

research, the content-rich and research oriented portal has stood out among its contemporaries 

http://www.sharekhan.com/
http://www.sharekhan.com/


 

because of its steadfast dedication to offering customers best-of-breed technology and superior 

market information. Share khan has one of the best states of art web portal providing 

fundamental and statistical information across equity, mutual funds and IPOs. One can surf 

across 5,500 companies for in-depth information, details about more than 1,500 mutual fund 

schemes and IPO data. One can also access other market related details such as board meetings, 

result announcements, FII transactions, buying/selling by mutual funds and much more. 

Sharekhan’s management team is one of the strongest in the sector and has positioned 

Sharekhan to take advantage of the growing consumer demand for financial services products in 

India through investments in research, pan-Indian branch network and an outstanding technology 

platform. Further, Sharekhan’s lineage and relationship with SSKI Group provide it a unique 

position to understand and leverage the growth of the financial services sector. 

Reason why you should choose Sharekhan 

1. Experience: 

SSKI has more than eight decades of trust and credibility in the Indian stock market. In 

the Asia Money Broker’s poll held recently, SSKI won the ‘India’s best broking division in 

February 2000, it has been providing institutional-level research and broking services to 

individual investors. 

2. Technology: 

With our online trading account you can buy and sell shares in an instant from any PC 

with an Internet connection. You will get access to our powerful inline trading tools that will 

help you take complete control over your investment in shares. 

3. Accessibility: 

In addition to our online and phone trading services, we also have a ground network of 

240 share shops across 110 cities in India where you can get personalized services. 

4. Knowledge: 

In a business where the right information at the right time can translate into direct profit, 

you get access to wide range of information on our content- rich portal, Sharekhan.com. You will 

also get a useful set of knowledge-based tools that will empower you to take informed decisions. 



 

5. Convenience: 

You can all our Dial-n-Trade number to get investment and execute your transaction. 

We have a dedicated call-center to provide this service via a toll-free number from anywhere in 

India. 

6. Customer service: 

Our customer service team will assist you for any help that you need relating to 

transactions, billing, demat and other queries, our customer service can be contacted via a toll- 

free number, email or live chat on sharekhan.com 

7. Investment Advice: 

Sharekhan has dedicated research teams for fundamental and technical research. Our 

analysts constantly track the pulse of the market and provide timely investment advice to you in 

the form of daily research emails, online chat, printed reports on SMS on your phone Customers 

of Share Khan Experience language, presentation style, content or for that matter the online 

trading facility find a common thread; one that helps the customers make informed decisions and 

simplifies investing in stocks. The common thread of empowerment is what Sharekhan’s all 

about! Sharekhan is also about focus. Share khan does not claim expertise in too many things. 

Sharekhan’s expertise lies in stocks and that’s what he talks about with authority. So when he 

says that investing in stocks should not be confused with trading in stocks or a portfolio-based 

strategy is better than betting on a single horse, it is something that is spoken with years of 

focused learning and experience in the stock markets. And these beliefs are reflected in 

everything Sharekhan does for customers. 

To sum up, Sharekhan brings to customers a user-friendly online trading facility, coupled 

with a wealth of content that will help customers stalk the right shares. 

Those of customers who feel comfortable dealing with a human being and would rather 

visit a brick-and-mortar outlet than talk to a PC; Sharekhan offers customers the facility to visit 

(or talk to) any of sharekhan’s share shops across the country. In fact, Sharekhan runs India’s 

largest chain of share shops with over hundred outlets in 80 cities. 

A Sharekhan outlet offers the following services: 

Online BSE and NSE execution (through BOLT & NEAT terminals) free access to 

investment advice from Sharekhan value line (a monthly publication with reviews of 

recommendations, stocks to watch out for etc.) 



 

1. Daily research reports and market review (High Noon & Eagle Eye) 

2. Pre-market Report (Morning Cuppa) 

3. Daily trading calls based on Technical Analysis 

4. Cool trading products (Darling Derivatives and Market Strategy) 

5. Personalized Advice 

6. Live Market Information 

7. Depository Services: Demat & Remat Transactions 

8. Derivatives Trading (Futures and Options) 

9. Commodities Trading 

10. IPOs & Mutual Funds Distribution 

11. Interner-based Online Trading: Speed Trade 

Live Terminal and Single terminal for NSE Cash, NSE F&O & BSE. 

• Integration of On-line trading, Saving Bank and Demat Account. 

• Instant cash transfer facility against purchase & sale of shares. 

• Competitive transaction charges. 

• Instant order and trade confirmation by E-mail. 

• Streaming Quotes (Cash & Derivatives). 

• Personalized market watch. 

• Single screen interface for Cash and derivatives and more. 

• Provision to enter price trigger and view the same online in market watch. 

Speed trade: 

Speed trade is an internet-based software application that enables you to buy and sell in an 

instant. It is ideal for active traders and jobbers who transact frequently during day’s session to 

capitalize on intra-day price movement. 

Features 

• Instant order Execution and Confirmation. 

• Single screen trading terminal for NSE Cash, NSE F&O & BSE. 

• Technical Studies. 

• Multiple Charting. 

• Real-time streaming quotes, tic-by-tic charts. 

• Market summary (Cost traded scrip, highest clue etc.) 



 

• Hot keys similar to broker’s terminal. 

• Alerts and reminders. 

• Back-up facility to place trades on Direct Phone lines. 

• Live market debts. 

Dial-N-Trade: 

Along with enabling access for trade online, the Classic and Speed trade Account also 

gives Dial-n-trade services. With this service, one can dial share khan’s dedicated phone lines 

1800-22-7500, 3970-7500. Beside this, Relationship Managers are always available on Office 

Phone and Mobile to resolve customer queries. 

Share Mobile: 

Share khan had introduced Share Mobile, mobile based software where one can watch 

Stock Prices, Intra Day Charts, Research & Advice and Trading Calls live on the mobile. 

(As per SEBI regulations, buying-selling shares through a mobile phone are not yet permitted.) 

Prepaid Account: 

Customers pay Advance Brokerage on trading Account and enjoy uninterrupted trading 

in their Account. Beside this, great discount are also available (up to 50%) on brokerage. 

Prepaid Classic Account: - Rs. 2000Prepaid Speed trade Account: - Rs. 6000 

IPO On-Line: 

Customers can apply to all the forthcoming IPOs online. This is quite hassle-free, 

paperless and time saving. Simply allocate fund to IPO Account, Apply for the IPO and Sit Back 

&Relax. 

Mutual Fund Online: 

Investors can apply to Mutual Funds of Reliance, Franklin Templeton Investments, 

ICICI Prudential, SBI, Birla, Sundaram, HDFC, DSP Merrill Lynch, PRINCIPAL and TATA 

with share khan. 

Zero Balance ICICI Saving Account: 

Sharekhan had tied-up with ICICI bank for Zero Balance Account for Share khan’s 

Clients. Now their customers can have a Zero Balance Saving Account with ICICI Bank after 

your demat account creation with share khan. 

Sharekhan BNP Paribas 

About Sharekhan: 



 

Founded in 2000 and a subsidiary of BNP Paribas since November 2016, share khan was 

one of the first brokers to offer online trading in India. With 16  lakh customers, 153 branches 

and more than 2400 business partners spread across over 575 locations, share khan is one of the 

largest brokers in India. Share khan offers a wide range of savings & investment solutions 

including equities, futures and options. Currency trading, portfolio management, research and 

mutual funds and investor education. On an average, share khan executes more than 400,000 

trades daily 

Guiding India's retail stock investors for 16 years 

 Registered with NSE and BSE for capital market, futures and options and currency 

segments and CDSL and NSDL for depository services. 

 A full-service stock broking firm providing online services right from online account 

opening to trading and investments. 

 Created India’s best online trading platforms: Website (www.sharekhan.com), Trade 

Tiger (the ultimate desktop trading software), Share khan App (available for Android and 

iOS devices) and Sharekhan Mini (a low bandwidth website especially for mobile 

browsers) 

 A strong brick-and-mortar network with over 2600 outlets in 575+ cities. 

 Research-based financial advice on all asset classes to suit all investing and trading 

styles. 

 Dedicated Education and training courses for investors and traders in association with 

Online Trading Academy 

BNP Paribas is a leading bank in Europe with an international reach. It has a presence in 

75 countries, with more than 189,000 employees. It has had a presence in India for over 150 

years having established its first branch in Kolkata, in 1860. With this unparalleled experience of 

the Indian market, it is among the leading corporate banks in the country. Through its branches  

in eight key cities — Mumbai, Delhi, Kolkata, Chennai, Hyderabad, Bangalore, Ahmedabad and 

Pune — BNP Paribas offers sophisticated solutions in its three core businesses — corporate and 

institutional banking, investment solutions and retail banking — many of them in association 

with strong local partners. The bank also offers services for individual clients in Wealth 

Management. 



 

Partners in Success 

In the past 16 years, we have joined hands with some of the smartest professionals and 

entrepreneurs of the country to expand our brick-and-mortar network and connect to our 

customers better. Today we have more than 2,000 business partners in 525 cities and we think of 

them as our extended family. 

Sharekhan: Making a Difference Quietly 

In a remote hamlet near village Vadivelampalayam, bright little Nandini would often 

dream of going to school to learn about the bigger world outside. But her father Ganesh 

Moorthy, an agricultural laborer, was not able to fulfill her dream because the nearest school was 

about 12.5km away and there was no direct transport from their place to the school. With a sense 

of regret and tearful eyes Nandini would watch the older children take an overcrowded state 

government bus (the only one to the city) to go to school every day. 

Then, one day a miracle happened. Nandini ran up to her father and described to him how 

a bus had come all the way to the hamlet to pick up the school’s students. On making enquiries 

her father learnt that the school had indeed started a bus service for the students in the area! 

Nandini’s dream was about to come true. Her father enrolled her at the school and today 

Nandini, a student of Lower Kindergarten, travels to school safely and dares to dream of a better 

life. Not many know that Sharekhan is the reason why Nandini and  many other  children 

residing within a radius of about 25km of Isha Vidhya Matriculation School in 

Sandegoundenpalayam village of Coimbatore can now look forward to a brighter future. Social 

responsibility has always been at the core of Share khan’s business model and the company 

quietly funded the purchase of three new SML S7 buses for the school in September this year. 

The bank for a changing world 

A leading bank in Europe, BNP Paribas has strong roots anchored in Europe’s banking 

history. It supports clients and employees in today’s changing world. Moreover, it is positioned 

as a leading bank in the Eurozone and a prominent international banking institution. 

Awards 

The Asset, Triple A Treasury, Trade and Risk Management Awards 2016 

• Best Bank for Overall Service Category for Liquidity Management in India. 

• Best Working Capital Solution, India for Novation Electrical & Digital 

Systems Private Limited. 



 

• Best Cash Management Solution, India for Public’s Groups 

 
BNP Paribas complete acquisition of Sharekhan 

BNP Paribas S.A on Thursday said it has completed the acquisition of retail brokerage 

firm share khan after receiving approvals from all authorities. 

The Foreign Investment Promotion Board, which had rejected BNP Paribas’ proposal to 

buy share khan in June this year, had approved it later in October. The transaction was first 

announced in July 2015. 

With this, the Mumbai-based brokerage Sharekhan has become a subsidiary of BNP Paribas and 

will join Personal Invest. 

BNP Paribas also said that Share khan’s CEO Tarun Shah has announced his retirement. 

Jaideep Arora, who is a director at Sharekhan and has been with the brokerage since its founding 

in 2000, will replace Shah as CEO with immediate effect. 

“Sharekhan will serve as a platform for the Group’s strategy in India to offer a 

comprehensive range of products from pure brokerage to asset based investment services 

including mutual funds and savings products. 

Sharekhan is the largest standalone retail brokerage in the country and the third largest in 

terms of customer base after ICICI Direct and HDFC Securities .Sharekhan is one of the pioneers 

of online trading in India. It offers a broad range of financial products and services including 

securities brokerage, mutual fund distribution, loan against shares, ESOP financing, IPO 

financing and wealth management. 

Sharekhan Branches: 

Sharekhan has a network branches and franchise offices in over 575 cities across India 

and UAE. Sharekhan also has 34 Online Trading Academy centers to guide retail investors. 

As of Dec 2018, Sharekhan had: 

• Number of Sharekhan Branches: 153 

• Number of Sharekhan Franchisee: 2,229 

• Number of Sharekhan Retail Customers: 13 Lakh 

Sharekhan branches and franchisee covers almost every corner of India ranging from 

metro cities to small towns. 

Sharekhan Branch Locator / Sharekhan Franchisee Locator 



 

In Sharekhan Branch Locator section on the website, the local offices are categorized by state 

and city. 

You can use the branch finder for: 

• Sharekhan branches in Mumbai 

• Sharekhan branches in India 

• Sharekhan branches in Hyderabad 

• Sharekhan branch in Pune 

• Sharekhan branches in Chennai 

Board of Directors of Sharekhan Ltd: 
 

Name Board Relationships Title Age 

Jaideep Arora 8 Relationships Chief Executive Officer and Whole- 

Time Director 

-- 

Shankar Vailaya 8 Relationships Whole-Time Director -- 

Jimmy 

Lachmandas 

Mahtani 

35 Relationships Baring Private Equity Asia 41 
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Derivatives 

Theoretical Framework 

A derivative is a financial security with a value that is reliant upon or derived from an 

underlying asset or group of assets. The derivative itself is a contract between two or more 

parties based upon the asset or assets. Its price is determined by fluctuations in the underlying 

asset. The most common underlying assets include stocks, bonds, commodities, currencies, 

interest rates and market indexes. 

Derivatives can either be traded over-the-counter (OTC) or on an exchange. OTC 

derivatives constitute the greater proportion of derivatives in existence and are unregulated, 

whereas derivatives traded on exchanges are standardized. OTC derivatives generally have 

greater risk for the counterparty than do standardized derivatives. 

History of Derivatives 

In finance, a derivative is an agreement based on an underlying asset. Instead of 

exchanging the actual asset, agreements are made to exchange cash or other assets for the 

underlying asset within a specified timeframe. As the value of the underlying asset changes, so 

does the value of the derivative. Following the definition, we find that our lives are filled with 

derivatives. Credit cards, service agreements, and many other everyday contracts promise a 

service now in exchange for cash within the billing period - the specified period. Rather than 

being the boogey man of financial destruction, derivatives are financial tools that if  used 

properly make our lives easier. History shows that these financial instruments were developed to 

solve real world issues that needed to be solved for business. 

 

Origin of Derivatives 

While trading in derivatives products has grown tremendously in recent times, the 

earliest evidence of these types of instruments can be traced back to ancient Greece. Even though 

derivatives have been in existence in some form or the other since ancient times, the advent of 

modern day derivatives contracts is attributed to farmers’ need to protect themselves against a 

decline in crop prices due to various economic and environmental factors. Thus, derivatives 

contracts initially developed in commodities. The first “futures” contracts can be traced to the 

Yodoya rice market in Osaka, Japan around 1650. The farmers were afraid of rice prices falling 



 

in the future at the time of harvesting. To lock in a price (that is, to sell the rice at a 

predetermined fixed price in the future), the farmers entered into contracts with the buyers. These 

were evidently standardized contracts, much like today’s futures contracts. 

In 1848, the Chicago Board of Trade (CBOT) was established to facilitate trading of 

forward contracts on various commodities. From then on, futures contracts on commodities have 

remained more or less in the same form, as we know them today. 

History 

Although generally thought of as a high tech trading tool, derivatives have been around 

for a quite a while. Over 100,000 years ago, it is known that people bartered for goods and 

services. The problem with bartering is that it is hard to trade between items that are harvested at 

different times of year. Items that perished quickly are difficult to trade. The solution was to 

begin utilizing a less or non-perishable commodity such as wine, grains, or other objects as an 

intermediary. For instance, we could trade a perishable item for wine, which we could then use  

to exchange for another crop harvested later in the year - our currency being effectively wine. 

These types of trades eventually led to the development of commodity money, an intermediate 

store of value that expanded the number of trading opportunities. Almost every civilization 

would develop a commodity money basis for trading. 

Around 8,000 B.C. writing and mathematics had developed in Sumer, located in the 

Tigris and Euphrates river region, to a point they developed a unique method for accounting. 

Clay tokens were used to represent the different commodities and quantities. To keep people 

from tampering with the tokens, they baked them into a hollow vessel. Pressed into the exterior 

of the vessel - prior to baking - would be markings similar to the tokens inside and a witness 

mark to make it official. The beauty of this system is the way it resolves disputes. If there were 

any disagreement of the values on the exterior of the vessel, they would break it open to count 

the tokens inside. Eventually the tokens and vessels would become a promise to deliver a 

quantity of goods by a certain date - all baked on the vessel. Now instead of wine, we would 

accept a vessel and give the other party (counterparty) our product. Then based on the quantity 

and time of delivery pressed into the vessel, we would receive the counterparty's goods. By 

3,500 B.C., new forms of writing and math enabled the Sumerians to replace the vessels with 

clay tablets. These trades are similar in behavior to forward contracts. 



 

A forward contract is an agreement where a seller agrees to deliver an item by a certain 

date to a buyer at an agreed price. Typically, forward contracts are settled upon the delivery of 

the item at the expiration date. Profits are only realized if the buyer had purchased the item at a 

reasonable price. If the buyer overpaid they would lose money. 

In ancient Greece, the Athenians used shipping contracts for trading which resemble 

forward contracts, with a twist. The buyer would borrow the money up front. Prior to a trading 

voyage, an entrepreneur (buyer) looking to profit on a trade of commodities would make an 

agreement with a merchant who would finance the voyage. They would draw up a contract. The 

contract would state the amount of money loaned and required interest the entrepreneur would 

pay the merchant upon return. Since these voyages were risky, the merchants demanded a high 

return in the rage of 30%. After all, there were many ways a ship could disappear; pirates, 

unfriendly nations, and storms to name but a few. Further stipulations would name the 

commodity to be purchased, state where it was to be purchased, the ships route, and a time limit 

for the voyage. To make sure the entrepreneurs' would not cheat them, the merchants had a 

trustworthy acquaintance or employee accompany the voyage. Upon reaching the agreed upon 

port of call, our entrepreneurs' would purchase the commodity - or sell in the case of exports. In 

either event, the merchant now had an effective ownership of the commodities until they were 

paid back. The similarity to a forward contract can be seen since the factors of price, commodity, 

and time are stipulated in the shipping contract. Profits for the entrepreneurs' would only be 

realized if they could sell the commodity at a high enough price to cover the merchant's loan and 

interest. If they could not cover the loan, they would end up in court and may find much of their 

collateral, and perhaps their freedom, in jeopardy. Because trade was so important, laws and 

regulations would develop to ensure each party would be justly treated in disputes. 

History of Derivatives in India 

In India, derivatives markets have been functioning since the nineteenth century, with 

organized trading in cotton through the establishment of the Cotton Trade Association in 1875. 

Derivatives, as exchange traded financial instruments were introduced in India in June 2000. The 

National Stock Exchange (NSE) is the largest exchange in India in derivatives, trading in various 

derivatives contracts. The first contract to be launched on NSE was the Nifty 50 index futures 

contract. In a span of one and a half years after the introduction of index futures, index options, 

stock options and stock futures were also introduced in the derivatives segment for trading. 



 

NSE’s equity derivatives segment is called the Futures & Options Segment or F&O Segment. 

NSE also trades in Currency and Interest Rate Futures contracts under a separate segment. 

A series of reforms in the financial markets paved way for the development of 

exchange-traded equity derivatives markets in India. In 1993, the NSE was established as an 

electronic, national exchange and it started operations in 1994. It improved the efficiency and 

transparency of the stock markets by offering a fully automated screen-based trading system with 

real-time price dissemination. A report on exchange traded derivatives, by the L.C. Gupta 

Committee, set up by the Securities and Exchange Board of India (SEBI), recommended a 

phased introduction of derivatives instruments with bi-level regulation (i.e., self-regulation by 

exchanges, with SEBI providing the overall regulatory and supervisory role). Another report, by 

the J.R. Varma Committee in 1998, worked out the various operational details such as margining 

and risk management systems for these instruments. In 1999, the Securities Contracts 

(Regulation) Act of 1956, or SC(R)A, was amended so that derivatives could be declared as 

“securities”. This allowed the regulatory framework for trading securities, to be extended to 

derivatives. The Act considers derivatives on equities to be legal and valid, but only if they are 

traded on exchanges. 

At present, the equity derivatives market is the most active derivatives market in India. 

Trading volumes in equity derivatives are, on an average, more than three and a half times the 

trading volumes in the cash equity markets. 

 
Before derivatives trading began, NSE and BSE were all-electronic equity spot 

markets. By international standards, they were small markets. Derivatives trading, which started 

in June 2000, was a turning point in many ways. And after all the changes had fallen into place, 

NSE and BSE were both amongst the top 10 exchanges in the world by the number of 

transactions. 

At NSE, at the outset, there was only one contract: Nifty futures. A full set of equity 

derivatives products was only available by November 2001. The 9/11 attacks on the “World 

Trade Centre” in the USA were the first important event surrounding which index derivatives 

trading came to be of interest. Starting from November 2001, the growth in the number of 

contracts traded at NSE has been remarkable: an average compounded growth of 5.1% per 



 

month. Few derivatives exchanges worldwide have obtained such a hectic pace of growth in the 

early years after launch. 

In early 2002, the with a limited form of currency futures trading. At the time, trading 

was permitted in only futures on the rupee-dollar rate, options and swaps were banned, 

participations by FIIs and NRIs was banned. Yet, currency derivatives trading rapidly gained 

prominence at NSE, rising to above 10% of the overall NSE derivatives business within six 

months. market had a new technique (options and futures) for expressing old ideas (views on 

individual stocks). The idea of trading an index was something new. Gradually, knowledge about 

the index percolated within the community, and the share of index derivatives went up to over 

80% of the overall equity derivatives trading. 

 
There has also been a shift away from equity derivatives. Currency derivatives trading 

commenced at NSE in August 2008. 

Types of Derivatives and Derivative Market 

Derivative contracts can be standardized and traded on the stock exchange. Such 

derivatives are called exchange-traded derivatives. Or they can be customized as per the needs of 

the user by negotiating with the other party involved. Such derivatives are called over-the- 

counter (OTC) derivatives. 



 

 

 
 

The Securities Contracts Regulation Act, 1956 defines "derivatives" to 

include: 

1. A security derived from a debt instrument, share, loan whether secured or unsecured, risk 

instrument, or contract for differences or any other form of security. 

1. A contract which derives its value from the prices, or index of prices, of underlying 

securities. 

Advantages of Derivatives 

 They help in transferring risks from risk adverse people to risk oriented people. 

 They help in the discovery of future as well as current prices. 

 They catalyze entrepreneurial activity. 

 They increase the volume traded in markets because of participation of risk adverse 

people in greater numbers. 

 They increase savings and investment in the long run. 



 

Definitions of Basic Derivatives 

There are various types of derivatives traded on exchanges across the world. They 

range from the very simple to the most complex products. The following are the three basic 

forms of Derivatives, which are the building blocks for many complex derivatives instruments 

(the latter are beyond the scope of this book): 

 forwards 

 futures 

 options 
 

Knowledge of these instruments is necessary in order to understand the basics of 

derivatives. We shall now discuss each of them in detail. 

1. Forwards 

A forward contract or simply a forward is a contract between two parties to buy or sell 

an Asset at a certain future date for a certain price that is pre-decided on the date of the contract. 

The future date is referred to as expiry date and the pre-decided price is referred to as forward 

Price. It may be noted that forwards are private contracts and their terms are determined by the 

parties involved. 

A forward is thus an agreement between two parties in which one party, the buyer, 

enters into an agreement with the other party, the seller that he would buy from the seller an 

underlying Asset on the expiry date at the forward price. Therefore, it is a commitment by both 

the parties to engage in a transaction at a later date with the price set in advance. This is different 

from a spot market contract, which involves immediate payment and immediate transfer of asset. 

The party that agrees to buy the asset on a future date is referred to as a long investor 

and is said to have a long position. Similarly the party that agrees to sell the asset in a future date 

is referred to as a short investor and is said to have a short position. The price agreed upon is 

called the delivery price or the forward price. 

Forward contracts are traded only in Over The Counter (OTC) market and not in stock 

Exchanges. OTC market is a private market where individuals/institutions can trade through 

Negotiations on a one to one basis. 



 

Settlement of Forward Contracts 

When a forward contract expires, there are two alternate arrangements possible to 

settle the obligation of the parties: physical settlement and cash settlement. Both types of 

settlements happen on the expiry date and are given below. 

Physical Settlement 

A forward contract can be settled by the physical delivery of the underlying asset by a 

short investor (i.e. the seller) to the long investor (i.e. the buyer) and the payment of the agreed 

forward price by the buyer to the seller on the agreed settlement date. The following example 

will help us understand the physical settlement process. 

Default Risk in Forward Contracts 

A drawback of forward contracts is that they are subject to default risk. Regardless of 

whether the contract is for physical or cash settlement, there exists a potential for one party to 

default, i.e. not honor the contract. It could be either the buyer or the seller. This results in the 

other party suffering a loss. This risk of making losses due to any of the two parties defaulting is 

known as counter party risk. The main reason behind such risk is the absence of any mediator 

between the parties, who could have undertaken the task of ensuring that both the parties fulfill 

their obligations arising out of the contract. Default risk is also referred to  as counter party risk 

or credit risk 

2. Futures 

Like a forward contract, a futures contract is an agreement between two parties in 

which the buyer agrees to buy an underlying asset from the seller, at a future date at a price that 

is agreed upon today. However, unlike a forward contract, a futures contract is not a private 

transaction but gets traded on a recognized stock exchange. In addition, a futures contract is 

standardized by the exchange. All the terms, other than the price, are set by the stock exchange 

(rather due to non-fulfillment of the contract. To be able to guarantee the fulfillment of the 

obligations under the contract, the clearing corporation holds an amount as a security from both 

the parties. This amount is called the margin money and can be in the form of cash or other 

financial assets. Also, since the futures contracts are traded on the stock exchanges, the parties 

have than by individual parties as in the case of a forward contract). Also, both buyer and seller 



 

of the futures contracts are protected against the counter party risk by an entity called the 

clearing corporation. 

The clearing corporation provides this guarantee to ensure that the buyer or the seller 

of a futures contract does not suffer as a result of the counter party defaulting on its obligation. In 

case one of the parties defaults, the clearing corporation steps in to fulfil the obligation of this 

party, so that the other party does not suffer the flexibility of closing out the contract prior to the 

maturity by squaring off the transactions in the market. 

 
The basic flow of a transaction between three parties, namely buyer, seller and clearing 

corporation is depicted in the diagram below. 

 
 
 

3. Options 

An option is a contract which gives the right, but not an obligation, to buy or sell the 

underlying at a stated date and at a stated price. While a buyer of an option pays the premium  

and buys the right to exercise his option, the writer of an option is the one who receives the 

option premium and therefore obliged to sell/buy the asset if the buyer exercises it on him. 



 

Like forwards and futures, options are derivative instruments that provide the opportunity to buy 

or sell an underlying asset on a future date. 

An option is a derivative contract between a buyer and a seller, where one party (say 

first party) gives to the other (say second party) the right, but not the obligation, to buy from (or 

sell to) the first party the underlying asset on or before a specific day at an agreed -upon price. In 

return for granting the option, the party granting the option collects a payment from the other 

party. This payment collected is called the “premium” or price of the option. 

The right to buy or sell is held by the “option buyer” (also called the option holder);  

the party granting the right is the “option seller” or “option writer”. Unlike forwards and futures 

contracts, options require a cash payment (called the premium) upfront from the option buyer to 

the option seller. This payment is called option premium or option price. Options can be traded 

either on the stock exchange or in over the counter (OTC) markets. Options traded on the 

exchanges are backed by the clearing corporation thereby minimizing the risk arising due to 

default by the counter parties involved. Options traded in the OTC market however are not 

backed by the clearing corporation. 

 
There are two types of options. They are call options and put options. which are 

explained below. 

Options are of two types - 

1. Call Option and 

2. Put Option 

‘Calls’ give the buyer the right but not the obligation to buy a given quantity of the 

underlying asset, at a given price on or before a given future date. 

‘puts’ give the buyer the right, but not the obligation to sell a given quantity of 

underlying asset at a given price on or before a given future date. presently, at NSE futures and 

options are traded on the nifty, cnx it, bank nifty and 116 single stocks. 

Call Option 

A call option is an option granting the right to the buyer of the option to buy the 

underlying asset on a specific day at an agreed upon price, but not the obligation to do so. It is 

the seller who grants this right to the buyer of the option. It may be noted that the person who has 

the underlying asset is known as the “buyer of the call option”. The price at whichthe buyer has 



 

the right to buy the asset is agreed upon at the time of entering the contract. This price is known 

as the strike price of the contract (call option strike price in this case). Since the buyer of the call 

option has the right (but no obligation) to buy the underlying asset, he will exercise his right to 

buy the underlying asset if and only if the price of the underlying asset in the market is more than 

the strike price on or before the expiry date of the contract. The buyer of the call option does not 

have an obligation to buy if he does not want to. 

Put Option 

A put option is a contract granting the right to the buyer of the option to sell the 

underlying asset on or before a specific day at an agreed upon price, but not the obligation to do 

so. It is the seller who grants this right to the buyer of the option. The person who has the right to 

sell the underlying asset is known as the “buyer of the put option”. The price at which the buyer 

has the right to sell the asset is agreed upon at the time of entering the contract. This price is 

known as the strike price of the contract (put option strike price in this case). Since the buyer of 

the put option has the right (but not the obligation) to sell the underlying asset, he will exercise 

his right to sell the underlying asset if and only if the price of the underlying asset in the market 

is less than the strike price on or before the expiry date of the contract.The buyer of the put 

option does not have the obligation to sell if he does not want to. 

Swaps 

These are another common type of derivative. A swap is most often a contract between two 

parties agreeing to trade loan terms. One might use an interest rate swap to switch from a 

variable interest rate loan to a fixed interest rate loan, or vice versa. If someone with a variable 

interest rate loan were trying to secure additional financing, a lender might deny him or her a 

loan because of the uncertain future bearing of the variable interest rates upon the individual’s 

ability to repay debts, perhaps fearing that the individual will default. For this reason, he or she 

might seek to switch their variable interest rate loan with someone else, who has a loan with a 

fixed interest rate that is otherwise similar. Although the loans will remain in the  original 

holders’ names, the contract mandates that each party will make payments toward the other’s 

loan at a mutually agreed upon rate. Yet this can be risky, because if one party defaults or goes 

bankrupt, the other will be forced back into their original loan. Swaps can be made using interest 

rates, currencies or commodities. 



 

Terminology of Derivatives 

In this section we explain the general terms and concepts related to derivatives. 

Spot Price (ST) 

Spot price of an underlying asset is the price that is quoted for immediate delivery of the asset. 

For example: at the NSE, the spot price of Reliance Ltd. at any given time is the price at which 

Reliance Ltd. shares are being traded at that time in the cash market segment of the NSE. Spot 

price is also referred to as cash price sometimes. 

Forward Price or Futures Price (f) 

Forward price or futures price is the price that is agreed upon at the date of the contract 

for the delivery of an asset at a specific future date. These prices are dependent on the spot price, 

the prevailing interest rate and the expiry date of the contract. 

Strike Price (K) 

The price at which the buyer of an option can buy the stock (in the case of a call 

option) or sell the stock (in the case of a put option) on or before the expiry date of option 

contracts is called strike price. It is the price at which the stock will be bought or sold when the 

option is exercised. Strike price is used in the case of options only; it is not used for futures or 

forwards. 

Expiration Date (T) 

In the case of futures, forwards, index and stock options, expiration date is the date on 

which settlement takes place. It is also called the final settlement date. 

Types of Options 

Options can be divided into two different categories depending upon the primary exercise 

styles associated with options. These categories are: 

1. European Options 

European options are options that can be exercised only on the expiration date. 

2. American Options 

American options are options that can be exercised on any day on or before the expiry date. They 

can be exercised by the buyer on any day on or before the final settlement date or the expiry date. 

Contract Size 

As futures and options are standardized contracts traded on an exchange, they have a 

fixed contract size. One contract of a derivatives instrument represents a certain number of 



 

shares of the underlying asset. For example, if one contract of BHEL consists of 300 shares of 

BHEL, if one buys one futures contract of BHEL, then for every Re 1 increase in BHEL’s 

futures price, the buyer will make a profit of 300 X 1 = Rs 300 and for every Re 1 fall in BHEL’s 

futures price, he will lose Rs 300. 

Contract Value 

Contract value is notional value of the transaction in case one contract is bought or 

sold. It is the contract size multiplied but the price of the futures. Contract value is used to 

calculate margins etc. for contracts. In the example above if BHEL futures are trading at Rs. 

2000 the contract value would be Rs. 2000 x 300 = Rs. 6 lacks. 

Margins 

In the spot market, the buyer of a stock has to pay the entire transaction amount (for 

purchasing the stock) to the seller. For example, if Infosys is trading at Rs. 2000 a share and an 

investor wants to buy 100 Infosys shares, then he has to pay Rs. 2000 X 100 = Rs. 2,00,000 to 

the seller. 

The settlement will take place on T+2 basis; that is, two days after the transaction date. 

In a derivatives contract, a person enters into a trade today (buy or sell) but the settlement 

happens on a future date. Because of this, there is a high possibility of default by any of the 

parties. Futures and option contracts are traded through exchanges and the counter party risk is 

taken care of by the clearing corporation. In order to prevent any of the parties from defaulting 

on his trade commitment, the clearing corporation levies a margin on the buyer as well as seller 

of the futures and option contracts. This margin is a percentage (approximately 20%) of the total 

contract value. Thus, for the aforementioned example, if a person wants to buy 100 Infosys 

futures, then he will have to pay 20% of the contract value of Rs 2,00,000 = Rs 40,000 as a 

margin to the clearing corporation. This margin is applicable to both, the buyer and the seller of a 

futures contract. 

In-the-Money Option: 

An option is said to be in-the-money if on exercising the option, it would produce a 

cash inflow for the buyer. Thus, call options are in-the-money when the value of spot price of the 

underlying exceeds the strike price. On the other hand, put options are in-the- money when the 

spot price of the underlying is lower than the strike price. Moneyness of an option should not be 

confused with the profit and loss arising from holding an option contract. It should be noted that 



 

while moneyness of an option does not depend on the premium paid, profit/loss do. Thus a 

holder of an in-the-money option need not always make profit as the profitability also depends 

on the premium paid. 

Out-of-the-Money Option: 

An out-of-the-money option is an opposite of an in-the-money option. An option- 

holder will not exercise the option when it is out-of-the-money. A call option is out-of-the- 

money when its strike price is greater than the spot price of the underlying and a Put option is 

out-of-the money. 

When the spot price of the underlying is greater than the option’s strike price. 

At-the-Money Option: 

An at-the-money-option is one in which the spot price of the underlying is equal to the 

strike price. It is at the stage where with any movement in the spot price of the underlying, the 

option will either become in-the-money or out-of-the-money. 

Types of Strategies: 

There are different types of strategies in derivatives, they are 

 bullish strategies 

 bearish strategies 

 volatile strategies 

 stable strategies 

Bullish Strategies 

Bullish strategies are those strategies which are used to hedge the underlying asset when market 

is in increasing or bullish trend. 

Examples: 

Call buy strategy 

Put sell strategy 

Bearish Strategies 

Bearish strategies are those strategies which are used to hedge the underlying asset when market 

is in decreasing or bearish trend. 

Examples: 

Call sell strategy 



 

Put buy strategy 

Volatile Strategies 

Volatile strategies are those strategies which are used to hedge the underlying asset when market 

is showing fluctuations. 

 
Volatility 

Volatility is the degree of variation of a price time series, such as the closing prices of a 

particular stock. This is measured by the standard deviation of the time series, a statistical 

measure of dispersement. Volatility is not concerned with the direction of change, but with the 

amount of change. 

Types of Volatility: 

Now that we have understood the essence of volatility, let us look at its different types. 

Historical Volatility 
 

It gauges the fluctuations of underlying securities by measuring the price changes over 

a predetermined period of time in the past. The calculation can also be done on an intra-day 

basis, but this process is generally done over the closing prices of securities. Based on the 

intended duration of the options trade, one can calculate the historical volatility. 

Implied Volatility 
 

Another type of volatility that is extensively used in options trading is Implied 

Volatility. In the context of options, the implied volatility indicates the extent to which the return 

of the underlying asset may fluctuate between now and the expiration date of the option. The 

higher the implied volatility the more people think the price of the underlying asset will move a 

lot. Implied volatility is a result of people buying and selling in the market, and is a forward- 

looking imperfect metric, whereas historical volatility looks at a particular time frame in the past 

and measures the movement in that duration. 

Realized Volatility 

Unlike implied volatility which tells us the expected variance in a future time period, 

realized volatility tells us the actual volatility realized for that future period of time. Naturally, 

you can calculate the realized volatility only after that future time period. Generally, your 



 

outlook on the difference between implied volatility, what people are expecting, and realized 

volatility, what actually will happen, will help you to select the right options trading strategies. 

Examples: 

Long straddle 

Long strangle 

Short call butterfly 

Short call condor 

 

Long Straddle 

A Straddle is a volatility strategy and is used when the stock price/index is expected to 

show large movements. This strategy involves buying a call as well as put on the same 

stock/index for the same maturity and strike price, to take advantage of a movement in either 

direction, a soaring or plummeting value of the stock/index. If the price of the stock /index 

increases, the call is exercised while the put expires worthless and if the price of the stock/index 

decreases, the put is exercised, the call expires worthless. Either way, if the stock/index shows 

volatility to cover the cost of the trade, profits are to be made. With Straddles, the investor is 

direction neutral. All that he is looking out for is the stock/index to break out exponentially in 

either direction. 

 

Long Strangle 

A Strangle is a slight modification to the Straddle to make it cheaper to execute. This 

strategy involves the simultaneous buying of a slightly out-of-the-money (OTM) put and a 

slightly out-of-the-money (OTM) call of the same underlying stock/index and expiration date. 

Here again, the investor is directional neutral but is looking for an increased volatility in the 

stock/index and the prices moving significantly in either direction. Since OTM options are 

purchased for both Calls and Puts it makes the cost of executing a Strangle cheaper as compared 

to a Straddle, where generally ATM strikes are purchased. Since the initial cost of a Strangle is 

cheaper than a Straddle, the returns could potentially be higher. However, for a Strangle to make 

money, it would require greater movement on the upside or downside for the stock/index than it 

would for a Straddle. As with a Straddle, the strategy has a limited downside (i.e. the Call and 

the Put premium) and unlimited upside potential. 



 

Stable Strategies: 

Stable strategies are those strategies which are used to hedge the underlying assets 

when market is not showing fluctuations (stable). 

Examples: 

Short straddle 

Short strangle 

Long call butterfly 

Long call condor 

Short Straddle 

A Short straddle is the opposite of long straddle. It is a strategy to be adopted when the 

investor feels the market will not show much movement. He sells a call and a put on the same 

stock/index for the same maturity and strike price. It creates a net income for the investor. If the 

stock/index does not move much in either direction, the investor retains the premium as neither 

the call nor the put will be exercised. However, in case the stock/index moves in either direction, 

up or down significantly, the investor’s losses can be significant. So this is a risky strategy and 

should be carefully adopted and only when the expected volatility in the market is limited. If the 

stock/index value stays close to the strike price on expiry of the contracts, maximum gain, which 

is the premium received is made. 

Short Strangle 

A Short strangle is a slight modification to the short straddle. It tries to improve the 

profitability of the trade for the Seller of the options by widening the breakeven points so that 

there is a much greater movement required in the underlying stock/index, for the call and put 

option to be worth exercising. This strategy involves the simultaneous selling of a slightly out- 

of-the money (OTM) put and a slightly out-of-the-money (OTM) call of the same underlying 

stock and expiration date. This typically means that since OTM call and put are sold, the net 

credit received by the seller is less as compared to a short straddle, but the break-even points are 

also widened. The underlying stock has to move significantly for the call and the put to be worth 

exercising. If the underlying stock does not show much of a movement, the seller of the Strangle 

gets to keep the premium. 
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Data Analysis 

Table 1: Represents Data of Nifty Index for Holder of Call Option for the 

Month of February. 

If the investor buys NIFTY index call buy option or long call at a strike price of Rs 12100 and 

with a premium of Rs.139 on 1st February 2020 with the cash price of Rs.11000. So the Payoff 

for the month of February when share price changes is as follows 

Date Close Call Buy 

Strike 

Call Buy 

Premium 

Payoff for 

Call buy 

Open 

Interest 

Change in 

OI 

1-Feb-20 11661.85 12100 139 -139 1142850 391275 

3-Feb-20 11707.9 12100 139 -139 967350 -175500 

4-Feb-20 11979.65 12100 139 -139 775875 -191475 

5-Feb-20 12089.15 12100 139 -139 827850 51975 

6-Feb-20 12137.95 12100 139 -101.05 1178925 351075 

7-Feb-20 12098.35 12100 139 -139 1277925 99000 

10-Feb-20 12031.5 12100 139 -139 1335975 58050 

11-Feb-20 12107.9 12100 139 -131.1 1220475 -115500 

12-Feb-20 12201.2 12100 139 -37.8 1059075 -161400 

13-Feb-20 12174.65 12100 139 -64.35 1000200 -58875 

14-Feb-20 12113.45 12100 139 -125.55 1169175 168975 

17-Feb-20 12045.8 12100 139 -139 1686300 517125 

18-Feb-20 11992.5 12100 139 -139 2026500 340200 

19-Feb-20 12125.9 12100 139 -113.1 1751775 -274725 

20-Feb-20 12080.85 12100 139 -139 2604675 852900 

21-Feb-20 11829.4 12100 139 -139 3766425 1161750 

25-Feb-20 11797.9 12100 139 -139 3806475 40050 

26-Feb-20 11678.5 12100 139 -139 2972400 -834075 

27-Feb-20 11633.3 12100 139 -139 2869275 -103125 
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Change in OI 
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Graph 3: Represents Open Interest for Holder of Call Option of Nifty Index 

for February Month. 

 
 
 

 
 
 
 
 
 
 
 
 

 
Interpretation: 

It is observed from the above table no: 1 that, in case of one month NIFTY Index call option 

contract from 1st February 2020 to 27th February 2020, the trader ends up with loss on index call 

option as the open market spot price on the date of execution is less than the strike price of the 

contract. In this case the maximum loss that arises to the call option buyer is limited to the extent 

of premium paid i.e., 139. 

Therefore it is evident from the study that if the open market spot price is 12239, the 

option holder will be in no loss/profit position. If the open market price increases by 1unit from 

12239, then the trader profitability increases by 1. 

Break Even Point = Strike price + Premium 

= 12100 + 139 

= 12239 

It is also evident from the study open interest for the concern Nifty Index call option is 

increasing from 3rd February 2020. As the spot price of the contract is  decreasing open interest 

is in decreasing trend and the change in open interest is highly volatile during the period of the 

contract. 
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Table 2: Represents Data of Payoff for Holder of Put Option of  Nifty Index 

for the Month of February. 

If the investor Buys the Put Option of NIFTY index on 1ST February with a strike price of 

Rs.12100 and pays premium of Rs.126 .The stock price on starting date is Rs.11661.85. Then the 

Payoff when the stock price changes on the month of February is as follows 

 

 
 
Date 

Close Put Buy 

Strike 

Put Buy 

Premium 

 
Payoff for 

Put buy 

 
Open 

Interest 

 
Change in 

OI 

1-Feb-20 11661.85 12100 126 312.15 513975 -99375 

3-Feb-20 11707.9 12100 126 266.1 380175 -133800 

4-Feb-20 11979.65 12100 126 -5.65 367350 -12825 

5-Feb-20 12089.15 12100 126 -115.15 506025 138675 

6-Feb-20 12137.95 12100 126 -126 1048425 542400 

7-Feb-20 12098.35 12100 126 -124.35 1034850 -13575 

10-Feb-20 12031.5 12100 126 -57.5 926550 -108300 

11-Feb-20 12107.9 12100 126 -126 1105575 179025 

12-Feb-20 12201.2 12100 126 -126 1315875 210300 

13-Feb-20 12174.65 12100 126 -126 1382400 66525 

14-Feb-20 12113.45 12100 126 -126 1303650 -78750 

17-Feb-20 12045.8 12100 126 -71.8 1389375 85725 

18-Feb-20 11992.5 12100 126 -18.5 1025625 -363750 

19-Feb-20 12125.9 12100 126 -126 1897350 871725 

20-Feb-20 12080.85 12100 126 -106.85 1908450 11100 

21-Feb-20 11829.4 12100 126 144.6 1159350 -749100 

25-Feb-20 11797.9 12100 126 176.1 947325 -212025 

26-Feb-20 11678.5 12100 126 295.5 889050 -58275 

27-Feb-20 11633.3 12100 126 340.7 768975 -120075 
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Graph 6: Represents Open Interest for Holder of Put Option of Nifty Index 

for February Month. 

 
 

Interpretation: 

It is observed from the above table no: 2 that, in case of one month NIFTY Index call 

option contract from 1st February 2020 to 27th February 2020, the trader ends up with loss on 

index put option as the open market spot price on the date of execution is more than the strike 

price of the contract. In this case the maximum loss that arises to the call option buyer is limited 

to the extent of premium paid i.e., 126. 

Therefore it is evident from the study that if the open market spot price is 11974, the 

option holder will be in no loss/profit position. If the open market price decreases by 1unit from 

11974, then the trader profitability increases by 1. 

Break Even Point = Strike price - Premium 

= 12100- 126 

= 11974 

It is also evident from the study open interest for the concern Nifty Index put option is high from 

3rdFebruary 2020. As the contract is nearing to expiration date open interest is in increasing trend 

and the change in open interest is highly volatile during the period of the contract. 

Change in OI 
1000000 

 

800000 
 

600000 
 

400000 
 

200000 
 

0 
 

-200000 
 

-400000 
 

-600000 
 

-800000 
 

-1000000 



66  

Table 3: Represents the Payoffs of Long Straddle Strategy of Nifty for 

February Month. 

If the investor do a long straddle strategy i.e. it involves both call buy and put buy of NIFTY 

index on 1stFebruary, 2020 with a strike price of Rs.12100 and pays premium of Rs.139 on call 

buy and a premium of Rs126 on put buy. The stock price on starting date is Rs.11661.85.Then 

the Payoff when the stock price changes on the month of February is as follows 

 

Date Close Payoff for call 

buy 

Payoff for Put 

buy 

Payoff For 

Long Straddle 

1-Feb-20 11661.85 -139 312.15 173.15 

3-Feb-20 11707.9 -139 266.1 127.1 

4-Feb-20 11979.65 -139 -5.65 -144.65 

5-Feb-20 12089.15 -139 -115.15 -254.15 

6-Feb-20 12137.95 -101.05 -126 -227.05 

7-Feb-20 12098.35 -139 -124.35 -263.35 

10-Feb-20 12031.5 -139 -57.5 -196.5 

11-Feb-20 12107.9 -131.1 -126 -257.1 

12-Feb-20 12201.2 -37.8 -126 -163.8 

13-Feb-20 12174.65 -64.35 -126 -190.35 

14-Feb-20 12113.45 -125.55 -126 -251.55 

17-Feb-20 12045.8 -139 -71.8 -210.8 

18-Feb-20 11992.5 -139 -18.5 -157.5 

19-Feb-20 12125.9 -113.1 -126 -239.1 

20-Feb-20 12080.85 -139 -106.85 -245.85 

21-Feb-20 11829.4 -139 144.6 5.6 

25-Feb-20 11797.9 -139 176.1 37.1 

26-Feb-20 11678.5 -139 295.5 156.5 

27-Feb-20 11633.3 -139 340.7 201.7 
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Payoff For Long Straddle 

300 
 
 

200 
 
 

100 
 
 

0 
 
 

-100 
 
 

-200 
 
 

-300 

Graph 7: Represents Data of Payoffs of Nifty Index Long Straddle for 

February Month. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 

Interpretation: 

Upper Breakeven point = long call Strike price + net Premium. 

= 12100 + 265 

= 12365 

Lower Breakeven point = long put Strike price - net Premium. 

= 12100 - 265 

= 11835 

From the above table, it has been shown that from 3rd February 2020 to 27thFebruary 2020 , he 

gets losses due to nifty option price is below 11835, within this time he gets a maximum loss of 

Rs 265 on 1stFebruary, that is the amount paid as premium. He gets profits if nifty option price is 

in increasing trend and that is equal or above 11835. He is not getting any profits in long straddle 

and payoffs for long straddle are in negative trend. 
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Table 4: Represents Data of Nifty Index of Writer of Call Option for the 

Month of February. 

If the investor sells NIFTY index writer of call option at a strike price of Rs 12100 and with a 

premium of Rs.139 on 1stFebruary 2020 with the cash price of Rs.11661.85.So the Payoff for the 

month of February when share price changes is as follows 

Date Close Call Sell 

premium 

Call Sell 

strike 

Payoff for 

Call Sell 

Open 

Interest 

Change in 

OI 

1-Feb-20 11661.85 139 12100 139 513975 -99375 

3-Feb-20 11707.9 139 12100 139 380175 -133800 

4-Feb-20 11979.65 139 12100 139 367350 -12825 

5-Feb-20 12089.15 139 12100 139 506025 138675 

6-Feb-20 12137.95 139 12100 101.05 1048425 542400 

7-Feb-20 12098.35 139 12100 139 1034850 -13575 

10-Feb-20 12031.5 139 12100 139 926550 -108300 

11-Feb-20 12107.9 139 12100 131.1 1105575 179025 

12-Feb-20 12201.2 139 12100 37.8 1315875 210300 

13-Feb-20 12174.65 139 12100 64.35 1382400 66525 

14-Feb-20 12113.45 139 12100 125.55 1303650 -78750 

17-Feb-20 12045.8 139 12100 139 1389375 85725 

18-Feb-20 11992.5 139 12100 139 1025625 -363750 

19-Feb-20 12125.9 139 12100 113.1 1897350 871725 

20-Feb-20 12080.85 139 12100 139 1908450 11100 

21-Feb-20 11829.4 139 12100 139 1159350 -749100 

25-Feb-20 11797.9 139 12100 139 947325 -212025 

26-Feb-20 11678.5 139 12100 139 889050 -58275 

27-Feb-20 11633.3 139 12100 139 768975 -120075 
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Payoff for Call Sell 
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Graph 8: Representing Payoff for Writer of Call Option of Nifty Index for the 

Month of February. 

 
 
 

 
 
 
 
 
 
 
 
 
 
 

 
Graph 9: Representing Open Interest for Writer of Call Option of Nifty Index 

for February Month. 
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Change in OI 
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Graph 10: Represents change Open Interest for Writer of Call Option of 

Nifty Index for February Month. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
Interpretation: 

It is observed from the above table no: 4 that, in case of one month NIFTY Index call option 

contract from 1st February 2020 to 27th February 2020, the trader ends up with gain on index call 

option as the open market spot price on the date of execution is greater than the strike price of  

the contract. In this case the maximum gain that arises to the call option seller is limited to the 

extent of premium paid which is 126. 

Therefore it is evident from the study that if the open market spot price is 12226,  the option 

writer will be in no loss/profit position. If the open market price decreases by 1unit from 12226, 

then the trader profitability increases by 1. 

Break Even Point = Strike price + Premium 

= 12100 + 126 

= 12226 

It is also evident from the study open interest for the concern Nifty Index call option is  

increasing from 3rd February 2020. As the spot price of the contract is decreasing open interest is 

in decreasing trend and the change in open interest is highly volatile during the period of the 

contract. 
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Table 5: Represents Data of Nifty Index Writer of Put Option for the Month 

of February. 

If the investor sells NIFTY index put sell Option at a strike price of Rs 12100 and with a 

premium of 126 on 1st February 2020 with the cash price of Rs.11661.85.So the Payoff for the 

month of February when share price changes is as follows 

Date Close Put Sell 

Strike 

Put Sell 

Premium 

Payoff for 

Put Sell 

Open 

Interest 

Change in 

OI 

1-Feb-20 11661.85 12100 126 -312.15 513975 -99375 

3-Feb-20 11707.9 12100 126 -266.1 380175 -133800 

4-Feb-20 11979.65 12100 126 5.65 367350 -12825 

5-Feb-20 12089.15 12100 126 115.15 506025 138675 

6-Feb-20 12137.95 12100 126 126 1048425 542400 

7-Feb-20 12098.35 12100 126 124.35 1034850 -13575 

10-Feb-20 12031.5 12100 126 57.5 926550 -108300 

11-Feb-20 12107.9 12100 126 126 1105575 179025 

12-Feb-20 12201.2 12100 126 126 1315875 210300 

13-Feb-20 12174.65 12100 126 126 1382400 66525 

14-Feb-20 12113.45 12100 126 126 1303650 -78750 

17-Feb-20 12045.8 12100 126 71.8 1389375 85725 

18-Feb-20 11992.5 12100 126 18.5 1025625 -363750 

19-Feb-20 12125.9 12100 126 126 1897350 871725 

20-Feb-20 12080.85 12100 126 106.85 1908450 11100 

21-Feb-20 11829.4 12100 126 -144.6 1159350 -749100 

25-Feb-20 11797.9 12100 126 -176.1 947325 -212025 

26-Feb-20 11678.5 12100 126 -295.5 889050 -58275 

27-Feb-20 11633.3 12100 126 -340.7 768975 -120075 
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Change in OI 
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Graph 13: Represents Open Interest for Writer of Put Option of Nifty Index 

for February month 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

- 

Interpretation: 

It is observed from the above table no: 5 that, in case of one month NIFTY Index call option 

contract from 1st February 2020 to 20th February 2020, the trader ends up with profit on index 

put option as the open market spot price on the date of execution is more than the strike price of 

the contract. In this case the maximum gain that arises to the call option buyer is limited to the 

extent of premium paid which is 126. 

Therefore it is evident from the study that if the open market spot price is 11974, the 

option holder will be in no loss/profit position. If the open market price decreases by 1unit from 

11974, then the trader profitability increases by 1. 

Break Even Point = Strike price - Premium 

= 12100 - 126 

= 11974 

It is also evident from the study open interest for the concern Nifty Index put option is high from 

3rd February 2020. As the contract is nearing to expiration date open interest is in increasing  

trend and the change in open interest is highly volatile during the period of the contract. 
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Table 6: Represents the Payoffs of Short Straddle Strategy of Nifty for 

February Month. 

If the investor does a short straddle strategy i.e. it involves both call sell and put sell of NIFTY 

index on 1st February, 2020 with a strike price of Rs.12100 and receives a premium of Rs.139on 

call sell and a premium of Rs126 on put sell. The stock price on starting date is Rs.11661.85. 

Then the Payoff when the stock price changes on the month of February is as follow 

 

 
Date 

Close Payoff for Call 

Sell 

Payoff for Put 

Sell 

Payoff For Short 

Straddle 

1-Feb-20 11661.85 139 -312.15 -173.15 

3-Feb-20 11707.9 139 -266.1 -127.1 

4-Feb-20 11979.65 139 5.65 144.65 

5-Feb-20 12089.15 139 115.15 254.15 

6-Feb-20 12137.95 101.05 126 227.05 

7-Feb-20 12098.35 139 124.35 263.35 

10-Feb-20 12031.5 139 57.5 196.5 

11-Feb-20 12107.9 131.1 126 257.1 

12-Feb-20 12201.2 37.8 126 163.8 

13-Feb-20 12174.65 64.35 126 190.35 

14-Feb-20 12113.45 125.55 126 251.55 

17-Feb-20 12045.8 139 71.8 210.8 

18-Feb-20 11992.5 139 18.5 157.5 

19-Feb-20 12125.9 113.1 126 239.1 

20-Feb-20 12080.85 139 106.85 245.85 

21-Feb-20 11829.4 139 -144.6 -5.6 

25-Feb-20 11797.9 139 -176.1 -37.1 

26-Feb-20 11678.5 139 -295.5 -156.5 

27-Feb-20 11633.3 139 -340.7 -201.7 
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Payoff For Short Straddle 
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Graph 14: Representing Payoff for Short Straddle of Nifty Index for the 

Month of February. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 

Interpretation: 

Upper Breakeven point =call sell Strike price + net Premium. 

= 12100 +265 

= 12365 

Lower Breakeven point = put sell Strike price - net Premium. 

= 12100 - 265 

= 11835 
 
 

From the above table, it has been shown that from 1stFebruary 2020to 29thFebruary 2020,  he  

gets profits due to nifty option price is below 12365 and above 11835, within this time he gets a 

maximum profit of Rs 265 on 1stFebruary, that is the amount received as premium on both call 

sell and put sell. He gets no losses because of nifty option price is in increasing trend and that is 

equal or above 11835. 

He is not getting profits in long straddle and payoffs for long straddle are in positive trend. 
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Table 7: Represents the Comparison Payoffs of Long Straddle Strategy with 

Short Straddle Strategy of Nifty for February Months. 

Here the data of both the payoffs for which the investor will compare in long straddle strategy 

with short straddle strategy is as follows. 

 
Date 

 
Close 

Payoff For Long 

Straddle 

Payoff For Short 

Straddle 

1-Feb-20 11661.85 173.15 -173.15 

3-Feb-20 11707.9 127.1 -127.1 

4-Feb-20 11979.65 -144.65 144.65 

5-Feb-20 12089.15 -254.15 254.15 

6-Feb-20 12137.95 -227.05 227.05 

7-Feb-20 12098.35 -263.35 263.35 

10-Feb-20 12031.5 -196.5 196.5 

11-Feb-20 12107.9 -257.1 257.1 

12-Feb-20 12201.2 -163.8 163.8 

13-Feb-20 12174.65 -190.35 190.35 

14-Feb-20 12113.45 -251.55 251.55 

17-Feb-20 12045.8 -210.8 210.8 

18-Feb-20 11992.5 -157.5 157.5 

19-Feb-20 12125.9 -239.1 239.1 

20-Feb-20 12080.85 -245.85 245.85 

21-Feb-20 11829.4 5.6 -5.6 

25-Feb-20 11797.9 37.1 -37.1 

26-Feb-20 11678.5 156.5 -156.5 

27-Feb-20 11633.3 201.7 -201.7 
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Graph 15: Representing Data of Payoffs of Long Straddle Strategy and Short 

straddle for February months 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Interpretation: 

From the above table and graph, the investor compares both the long straddle and short straddle 

strategies of NIFTY index for the month of February. In the graph it is observed that long 

straddle strategy and short straddle strategies are opposite to each other. The maximum loss in 

long straddle strategy is Rs.265, whereas in short straddle maximum profit is Rs.265. 
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Findings 

 If the market is Bullish the investors gets unlimited profits and limited losses i.e., to the 

extent of call premium paid if they invest in call options. 

 It is observed from the study that in case of CE nifty index option, the spot price on the 

date of expiry of the contract is less than the strike price. During the one month period the 

net payoff of the contract is loss, limited to the amount of premium paid of Rs. 139. 

 If the market is Bearish the investors gets unlimited profits and limited losses i.e., to the 

extent of premium paid if they invest in put options. 

 It is observed from the study that in case of PE nifty index option, the spot price on the 

date of expiry of the contract is less than the strike price. During the one month period the 

net payoff of the contract is loss which is confined to the amount of Rs. 54. 

 It is observed from the study that in case of CE nifty index short call option, the spot  

price on the date of expiry of the contract is less than the strike price. During the one 

month period the net payoff of the contract is profit, limited to the amount of premium 

received of Rs. 139. 

 It is observed from the study that in case of PE nifty index short put option, the spot price 

on the date of expiry of the contract is less than the strike price. During the one month 

period the net payoff of the contract is profit, limited to the amount of Rs. 54. 

 In long straddle strategy investors may get unlimited profits and limited losses i.e., to the 

extent of premium paid. 

 It is observed from the study that in case of long straddle. During the one month period 

the net payoff of the contract is loss, limited to the premium of call buy and put buy i.e., 

Rs. 355. 

 In short straddle strategy investors may get limited profits i.e., to the extent of premium 

received or unlimited losses. 

 It is observed from the study that in case of short straddle. During the one month period 

the net payoff of the contract is profit, limited to the premium of call sell and put sell i.e., 

Rs. 355 
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Suggestions 

 Study shows that derivatives are available tools in modern financial markets, but one has 

to be clear about the tools in derivatives and how they can be effectively used. 

 Understanding of options, strike prices and premiums are to be carefully observed at the 

time of hedging and comparison of payoffs. 

 Carefully understanding of market conditions by the investors before investing in options 

market in order to minimize the risk. 

 Risk minimization strategies should be learnt while investing in Options market. 

 Derivatives are the alternative investment instrument in the financial markets in order to 

minimize the risk. 

 The investors has to be clear about the techniques used in derivative market. 
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Conclusion 

Derivatives have become increasingly important in finance. Options are now traded 

actively on many exchanges throughout the world. Derivatives can be dependent on any variable 

from the price of hogs to the amount of snow falling at a certain ski resort. So the derivatives are 

very risky, the investors should take measures while investing in Derivative markets. The 

investors those who wish to avoid losses in stock markets invest in derivatives markets. Futures 

and Option strategies help in hedging their risks and maximizing profits. 
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Appendix 
Data for OPTIDX - NIFTY - CE from 03-Feb-2019 to 27-Feb-2019 

 
1-Feb- 

20 
27-Feb- 

20 
 

12100 
 

163 
 

45.2 
 

44.6 
 

45.2 
 

65321 
 

597542.6 
 

1142850 
 

391275 
 

11661.85 

3-Feb- 
20 

27-Feb- 
20 

 
12100 

 
32.1 

 
36.65 

 
37.25 

 
36.65 

 
37118 

 
337923.5 

 
967350 

 
-175500 

 
11707.9 

4-Feb- 
20 

27-Feb- 
20 

 
12100 

 
40.6 

 
91.8 

 
91 

 
91.8 

 
50096 

 
457319 

 
775875 

 
-191475 

 
11979.65 

5-Feb- 
20 

27-Feb- 
20 

 
12100 

 
97.15 

 
138.5 

 
139 

 
138.5 

 
46036 

 
421632.5 

 
827850 

 
51975 

 
12089.15 

6-Feb- 
20 

27-Feb- 
20 

 
12100 

 
139.9 

 
162.6 

 
159 

 
162.6 

 
50413 

 
463460.6 

 
1178925 

 
351075 

 
12137.95 

7-Feb- 
20 

27-Feb- 
20 

 
12100 

 
159.05 

 
131.9 

 
125 

 
131.9 

 
38110 

 
349651.5 

 
1277925 

 
99000 

 
12098.35 

10-Feb- 
20 

27-Feb- 
20 

 
12100 

 
128.9 

 
97.85 

 
102 

 
97.85 

 
51872 

 
474349.5 

 
1335975 

 
58050 

 
12031.5 

11-Feb- 
20 

27-Feb- 
20 

 
12100 

 
120.75 

 
134.05 

 
134.5 

 
134.05 

 
37069 

 
340539.3 

 
1220475 

 
-115500 

 
12107.9 

12-Feb- 
20 

27-Feb- 
20 

 
12100 

 
150.65 

 
191.7 

 
188 

 
191.7 

 
28002 

 
257963.5 

 
1059075 

 
-161400 

 
12201.2 

13-Feb- 
20 

27-Feb- 
20 

 
12100 

 
180.15 

 
148.5 

 
142.85 

 
148.5 

 
26390 

 
242352.3 

 
1000200 

 
-58875 

 
12174.65 

14-Feb- 
20 

27-Feb- 
20 

 
12100 

 
161 

 
120.75 

 
121 

 
120.75 

 
47190 

 
433226.3 

 
1169175 

 
168975 

 
12113.45 

17-Feb- 
20 

27-Feb- 
20 

 
12100 

 
121.1 

 
86.5 

 
89.1 

 
86.5 

 
71172 

 
650976.7 

 
1686300 

 
517125 

 
12045.8 

18-Feb- 
20 

27-Feb- 
20 

 
12100 

 
67.4 

 
52.65 

 
56.05 

 
52.65 

 
119787 

 
1091074 

 
2026500 

 
340200 

 
11992.5 

19-Feb- 
20 

27-Feb- 
20 

 
12100 

 
75 

 
103.9 

 
108.5 

 
103.9 

 
141367 

 
1292041 

 
1751775 

 
-274725 

 
12125.9 

20-Feb- 
20 

27-Feb- 
20 

 
12100 

 
95.1 

 
61.2 

 
63.4 

 
61.2 

 
161209 

 
1472696 

 
2604675 

 
852900 

 
12080.85 

24-Feb- 
20 

27-Feb- 
20 

 
12100 

 
31.65 

 
12.1 

 
11.35 

 
12.1 

 
416260 

 
3782657 

 
3766425 

 
1161750 

 
11829.4 

25-Feb- 
20 

27-Feb- 
20 

 
12100 

 
22.9 

 
4.25 

 
4 

 
4.25 

 
287139 

 
2607175 

 
3806475 

 
40050 

 
11797.9 

26-Feb- 
20 

27-Feb- 
20 

 
12100 

 
2.65 

 
1.45 

 
1.1 

 
1.45 

 
192412 

 
1746364 

 
2972400 

 
-834075 

 
11678.5 

27-Feb- 
20 

27-Feb- 
20 

 
12100 

 
0.4 

 
0.1 

 
0.05 

 
11633.3 

 
54539 

 
494948 

 
2869275 

 
-103125 

 
11633.3 
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Data for OPTIDX - NIFTY - PE from 03-Feb-2019 to 27-Feb-2019 
 
 
Date 

 
Expiry 

Strike 
Price 

 
Open 

 
Close 

 
LTP 

Settle 
Price 

No. of 
contracts 

Turnover in 
Lacs 

 
Open Int 

Change 
in OI 

Underlying 
Value 

1-Feb- 
20 

27-Feb- 
20 

 
12100 

 
305 

 
483.7 

 
514.45 

 
483.7 

 
12853 

 
119857.7 

 
513975 

 
-99375 

 
11661.85 

3-Feb- 
20 

27-Feb- 
20 

 
12100 

 
481.8 

 
428.85 

 
422.15 

 
428.85 

 
4860 

 
45732.96 

 
380175 

 
-133800 

 
11707.9 

4-Feb- 
20 

27-Feb- 
20 

 
12100 

 
370.3 

 
226.95 

 
225 

 
226.95 

 
5444 

 
50512.72 

 
367350 

 
-12825 

 
11979.65 

5-Feb- 
20 

27-Feb- 
20 

 
12100 

 
229.5 

 
151.3 

 
147.2 

 
151.3 

 
16072 

 
147944.6 

 
506025 

 
138675 

 
12089.15 

6-Feb- 
20 

27-Feb- 
20 

 
12100 

 
139 

 
124.4 

 
126 

 
124.4 

 
57856 

 
530625.8 

 
1048425 

 
542400 

 
12137.95 

7-Feb- 
20 

27-Feb- 
20 

 
12100 

 
130.3 

 
135.45 

 
143.9 

 
135.45 

 
38452 

 
352969 

 
1034850 

 
-13575 

 
12098.35 

10-Feb- 
20 

27-Feb- 
20 

 
12100 

 
136.35 

 
160.8 

 
155.1 

 
160.8 

 
30611 

 
281679.1 

 
926550 

 
-108300 

 
12031.5 

11-Feb- 
20 

27-Feb- 
20 

 
12100 

 
123.45 

 
107.9 

 
104.2 

 
107.9 

 
51714 

 
473114.4 

 
1105575 

 
179025 

 
12107.9 

12-Feb- 
20 

27-Feb- 
20 

 
12100 

 
90 

 
62.4 

 
63.45 

 
62.4 

 
52438 

 
478541.7 

 
1315875 

 
210300 

 
12201.2 

13-Feb- 
20 

27-Feb- 
20 

 
12100 

 
66.1 

 
77.1 

 
81.1 

 
77.1 

 
55798 

 
509688.4 

 
1382400 

 
66525 

 
12174.65 

14-Feb- 
20 

27-Feb- 
20 

 
12100 

 
69 

 
92.6 

 
91.75 

 
92.6 

 
92029 

 
840437.6 

 
1303650 

 
-78750 

 
12113.45 

17-Feb- 
20 

27-Feb- 
20 

 
12100 

 
88 

 
113.55 

 
109.95 

 
113.55 

 
81018 

 
741682.8 

 
1389375 

 
85725 

 
12045.8 

18-Feb- 
20 

27-Feb- 
20 

 
12100 

 
127.7 

 
144.3 

 
137.7 

 
144.3 

 
39668 

 
365072.6 

 
1025625 

 
-363750 

 
11992.5 

19-Feb- 
20 

27-Feb- 
20 

 
12100 

 
80 

 
62.35 

 
60.1 

 
62.35 

 
121631 

 
1111017 

 
1897350 

 
871725 

 
12125.9 

20-Feb- 
20 

27-Feb- 
20 

 
12100 

 
82.3 

 
83.45 

 
81.35 

 
83.45 

 
192122 

 
1753005 

 
1908450 

 
11100 

 
12080.85 

24-Feb- 
20 

27-Feb- 
20 

 
12100 

 
159.8 

 
280.35 

 
278.5 

 
280.35 

 
59049 

 
545016.2 

 
1159350 

 
-749100 

 
11829.4 

25-Feb- 
20 

27-Feb- 
20 

 
12100 

 
245 

 
288.4 

 
271.6 

 
288.4 

 
16577 

 
153733.8 

 
947325 

 
-212025 

 
11797.9 

26-Feb- 
20 

27-Feb- 
20 

 
12100 

 
320.25 

 
404.55 

 
401.65 

 
404.55 

 
5063 

 
47388.06 

 
889050 

 
-58275 

 
11678.5 

27-Feb- 
20 

27-Feb- 
20 

 
12100 

 
432.9 

 
468.85 

 
468.5 

 
11633.3 

 
6029 

 
57008.32 

 
768975 

 
-120075 

 
11633.3 
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CHAPTER-I 

INTRODUCTION 
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 INTRODUCTION  

FINANCIAL MANAGEMENT 

 Financial management is a process of identification, accumulation, analysis, preparation, 

interpretation communication of financial information and communication of financial 

information to plan, evaluate, and control business firms. 

 Financial management is the specialized function of general management, which, is 

relates to the procurement of finance, and its effective utilization for the achievement of the goal 

of the organization. 

MEANING 

 Financial Management is an organizational activity that is concerned with the 

management of financial resources. In common parlance is described as providing monetary 

resources at the time they are required. But financial management covers the mobilization and 

effective utilization of funds.  

DEFINITION 

1. Financial Management is defined as “that business activity which is concerned with the 

acquisition and conservation of capital funds in meeting the financial needs and overall 

objectives of business enterprises”      

- WHEELER. 
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SCOPE OF FINANCIAL MANAGEMENT 

 Financial management is a branch of business management, which is associated with 

future planning, Organization, co-ordination and control. 

 Financial management provides a sound base to all managerial decisions. 

 Production, research and development decisions based on financial management.  

 Financial management is a scientific and analytical analysis. 

 In the process of decision making and financial analysis modern mathematical 

techniques are used. Managing a firm is both science and an art. 

. 

 

IMPORTANCE OF FINANCIAL MANAGEMENT 

 Finance is very essential for the smooth running of the business. It has been rightly 

termed as universal lubricant, which keeps the enterprise dynamic. It is indispensable in any 

organization as it helps in; 

(1) Financial planning and successful promotion of an enterprise; 

(2) Acquisition of funds as and when required at the minimum possible cost; 

(3) Proper use and allocation of funds; 
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OBJECTIVES OF THE STUDY 

 
The following are the main objectives of the study are 

 

 To know the cash flow in operating, investing and financing activitiesinVST 

industries 

 To assess the ability of an enterprise to generate and use cash and cash equivalents. 

 To evaluate the changes in net assets, financial structure and ability to affect the 

amounts and timing of cash flow. 

 To examine the relationship between profitability and net cash flow and the impact of 

changing prices. 

 Suggesting a better way if any for improving management. 
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NEED OF THE STUDY 
 

 This project work is carried out byof VST industriesto analyze the cash flow 

analysis of the company. 

 The study can be used to analyze financial position to identify the trends. 

 To determining a company’s ability to pay interest and Dividends and to pay 

debts when they are due. 

 Evaluating the way management generates and uses cash.For the purpose of study 

VST industries is chosen. It necessary to identify financial strengths and weakness 

of company. 
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SCOPE OF THE STUDY 
 

 
The present study is undertaken mainly to analyze the financial performance ofVST 

industries.during the period 2015 to 2019.The study focused only cash flow analysis  

The study includes various aspects regarding the future plans and diversification 

activities of VST industries. 

The study covers including the trends of various components of cash flows.  

The study is useful to the management owners, investors government employees, 

supplies and society. 

 

 

 
 
 
 

 
 



 
 

7 
 

METHODOLOGY OF STUDY 
 

                        Methodology is a systematic process of collecting information in order to analyze 

and verifies a phenomenon. The collection of data is two principle sources. They are discussed as 

 

 Primary data 

 Secondary data 

 

PRIMARY DATA 

                       The primary data needed for the study is gathered through interview with 

concerned officers and staff, either individually or collectively, sum of the information has been 

verified or supplemented with personal observation conducting personal interviews with 

concerned officers of finance department of “VST industries”. 

SECONDARY DATA 

                   The secondary data needed for the study was collected from published sources such 

as, pamphlets of annual reports, returns and internal records, reference from text books and 

journal management.  
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LIMITATIONS OF THE STUDY 

 

The scope and period of study is restricted to the following. 

 The information obtained from the primary and secondary sources were limited VST 

industries. 

 Auditing was going on during the period of the study, therefore the employees were 

unable to separate more time and information. 

 The period of study is 5 weeks. 

 The source of data based on annual reports only. 

 Time and cost factor are another limitations 

 The profit and loss account, the balance sheet was of last four years. 

 The scope is limited to the operations of VST industries. 
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INDUSTRY PROFILE 

 All methods of tobacco consumption result in varying quantities of nicotine being 

absorbed into the user's bloodstream. Over time, tolerance and dependence develop. Absorption 

quantity, frequency, and speed seem to have a direct relationship with how strong a dependence 

(or addiction) and tolerance, if any, might be. 

 

In addition to being smoked, uncured tobacco was often eaten, drunk as tobacco juice, or 

used in enemas. Early missionaries often reported on the ecstatic state caused by tobacco. As its 

use spread into Western cultures, however, it was no longer used in such large quantities or for 

entheogenic purposes. Religious use of tobacco is still common among many indigenous 

peoples, particularly those of South America and North America. Among the Cree and Ojibwa of 

Canada and the north central United States it is offered to the Creator with a prayer; it is used in 

sweatlodges, pipe ceremonies, smudging and presented as a gift. A gift of tobacco is tradition 

when asking an Ojibway elder a question of a spiritual nature. Because of its sacred and 

respected nature, tobacco abuse (thoughtlessly and addictively chain smoking) is seriously 

frowned upon by the Algonquian tribes of Canada, as it is believed that if one so abuses the 

plant, it will abuse that person in return, causing sickness. 

 

India is the largest producer and exporter of tobacco in the World. Total tobacco 

production in India is about 700 million Kilograms annually. Rich and varied Indian geographic 

and agro-climatic conditions foster consistent availability of wide range of tobaccos for export 

all through the year. Indian tobacco, by virtue of its qualities, sheer volumes and diversity, is 

progressing gracefully to occupy its rightful place in the world tobacco market. 

 

 

There is, however, a convergence of views among tobacco majors like lTC, GPI and VST 

Industries that while bottom lines of the companies would be affected in the short and medium 

term, if the law is implemented in letter and spirit, the prohibition on sale of tobacco products 

within a radius of 100 yards around each educational institution was highly impractical, and may 

force shutdown of most retail outlets in the country, especially in a compact city as Mumbai.  
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In the process, the very purpose of the law, to achieve control over tobacco consumption, 

may be defeated, as consumption will shift from the most visible cigarettes to other non-branded 

unpackaged products as bides and chewing tobacco, which account for 86 per cent of the total 

tobacco consumption, and said to be equally harmful to health.  

 

Industry majors fear that if tobacco consumers shift from value-added cigarette segment 

to the low value bidis and chewing tobacco, the demand for superior varieties of tobacco that are 

required to manufacture cigarettes will come down, eroding the return to the tobacco farmer. Not 

only will companies' revenues fall, Government's excise revenues too will fall, and without in 

any way denting the overall tobacco consumption.  

 

Cigarettes, according to TII, contribute nearly 90 per cent of Government's revenues from 

tobacco, and make up 10 per cent of the excise from the tobacco industry. As cottage industries 

in the unorganized sector, the bidi and chewing tobacco units are able to slip undetected through 

the excise dragnet. 

 

Tobacco is an important commercial crop grown in the country. It occupies third position 

in the world with a production of about 680 Million Kgs. Of different types grown, flue-cured 

tobacco, country tobacco, burley, bidi, rustica and chewing tobacco are important. India, as an 

exporter of tobacco, ranks sixth in the world next to Brazil, China, USA, Malawi and Italy. 

 

Tobacco and tobacco products earn a whopping sum of about Rs.7319 crores to the 

national exchequer in terms of excise revenue and foreign exchange of Rs.1362 Crores (2004-

05). Furthermore, tobacco provides gainful employment to several lakhs of people who thrive on 

this weed crop. Flue-cured growth, with a production of about 240 million Kgs, is the singular 

type which contributes huge amount of forex and excise earnings. More or less, 50% of the FCV 

tobacco produced is consumed domestically while the rest is exported to more than 100 countries 

across the globe. Other tobacco types viz., Burley, Country tobacco, Chewing tobaccos 

(Lalchopadia, Judi and Rustica) are also exported whereas bidi tobacco - a poor man's smoke is 

consumed within the country. 
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The cigarette industry occupies a unique position a world wide. Tobacco is a major 

commercial crop in India. The Portuguese introduced tobacco in India at the end of the 16th 

century. Today India is the largest tobacco producing country in the world. The first company to 

entered the Indian market was "Imperial Tobacco"which promoted the sales of the both imported 

and indigenously manufactured cigarette over the unit at manlier. 

 

Tobacco owned its popularity due to increased government revenues. With the 

acceptance and consequent growth in demand with time, multiple brands entered into the market, 

which gives rise to fierce competition among the manufactures. The tobacco is sold to exporters 

and Indian cigarette producers at auctions in the tobacco growing states of Andhra Pradesh, 

Karnataka, Maharashtra and Orissa.  

 

The growth and future of cigarette industry is unpredictable. The cigarette and tobacco 

players face increasing protests from anti-tobacco and health organizations. Globally as well as 

in India, the anti-smoking lobbying has been gaining ground. The cigarette industry has facing 

immense pressure with declining volume and increasing government regulations and taxation. 

 

 

 

 

HISTORY OF THE INDUSTRY 

Traditional use 

Tobacco had already long been used in the Americas, with some cultivation sites in Mexico 

dating back to 1400–1000 B.C.[4] Many Native American tribes traditionally grew and used 

tobacco as an entheogen. Eastern North American tribes carried tobacco in pouches as a readily 

accepted trade item, and often smoked it in peace pipes, either in defined sacred ceremonies, or 

to seal a bargain.[5] They smoked it at such occasions in all stages of life, even in childhood.[6] 

They believed that tobacco is a gift from the Creator, and that the exhaled tobacco smoke carries 

one's thoughts and prayers to the Creator. 

https://en.wikipedia.org/wiki/Tobacco#cite_note-4
https://en.wikipedia.org/wiki/Entheogen
https://en.wikipedia.org/wiki/Calumet_%28pipe%29
https://en.wikipedia.org/wiki/Tobacco#cite_note-5
https://en.wikipedia.org/wiki/Tobacco#cite_note-6
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Popularization 

 

An Illustration from Frederick William Fairholt'sTobacco, its History and Association, 1859. 

Following the arrival of the Europeans, tobacco became increasingly popular as a trade item. 

Hernández de Boncalo, Spanish chronicler of the Indies, was the first European to bring tobacco 

seeds to the old continent in 1559 following orders of kingPhilip II of Spain. These seeds were 

planted in the outskirts of Toledo, more specifically in an area known as "Los Cigarrales" named 

after the continuous plagues of cicadas ("cigarras" in Spanish).  

Contemporary 

See also: Tobacco control and Tobacco in the United States 

Following the scientific revelations of the mid-20th century, tobacco became condemned as a 

health hazard, and eventually became encompassed as a cause for cancer, as well as other 

respiratory and circulatory diseases. In the United States, this led to the Tobacco Master 

Settlement Agreement (MSA), which settled the lawsuit in exchange for a combination of yearly 

payments to the states and voluntary restrictions on advertising and marketing of tobacco 

products. 

MAJOR COMPETITORS OF THE INDUSTRY 

 ITC 

 GODFREY PHILIPS INDIA 

 VST 

INDIAN TOBACCO COMPANY LTD: 

ITC is the market leader in the country. It has a market share of 67% in volume terms and 

the largest distribution networks in the country sale of cigarettes by ITC fell by 2.37% during 

1999-2000 to 77.15 billion sticks from 67.5 billion sticks in 1998-1999 total revenue increased 

by 6.18% to Rs 69,400 from Rs 65,360 million in the previous year. 

https://en.wikipedia.org/wiki/Frederick_William_Fairholt
https://en.wikipedia.org/w/index.php?title=Hern%C3%A1ndez_de_Boncalo&action=edit&redlink=1
https://en.wikipedia.org/wiki/Philip_II_of_Spain
https://en.wikipedia.org/wiki/Toledo,_Spain
https://en.wikipedia.org/wiki/Tobacco_control
https://en.wikipedia.org/wiki/Tobacco_in_the_United_States
https://en.wikipedia.org/wiki/Tobacco_Master_Settlement_Agreement
https://en.wikipedia.org/wiki/Tobacco_Master_Settlement_Agreement
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GODFREY PHILIPS INDIA LTD: 

GPI is the second largest player in the Indian cigarette is a joint venture with global 

cigarette major Phillip marries. GPI’s leading brands include jaisalmer, foursquare, red & white 

and originals. 

VAZIR SULTAN TOBACCO (VST): 

 It is primary in the business of manufacturing and marketing of cigarettes. The 

companies, major brands are charminar, charms and gold premium these have several 

extensions. 

 Experts say that the tax on cigarettes should be linked to tar and nicotine content. In 

many countries, there is a tendency to use taxes to either encourage smokers to tar and 

nicotine context. Tax rate to tar and nicotine content. 

 

PROBLEMS ON INDUSTRY 

Tobacco and smoking have a number of negative effects: 

 Tobacco smoking kills 

 Tobacco exacerbates poverty 

 Tobacco contributes to world hunger by diverting prime land away from food 

production 

 Tobacco production damages the environment. 

GOVERNMENT POLICIES IN INDUSTRY 

Tobacco use is a major public health challenge in India with 275 million adults 

consuming different tobacco products. Government of India has taken various initiatives for 

tobacco control in the country. Besides enacting comprehensive tobacco control legislation 

(COTPA, 2003), India was among the first few countries to ratify WHO the Framework 

Convention on Tobacco Control (WHO FCTC) in 2004.  
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COMPANY PROFILE 

VST INDUSTRIES LIMITED 

 

Vazir Sultan Tobacco Company Limited (VST) inception in India dates back to the early 

twenties. When the family trading firm of Vazir Sultan & Sons was established to deal in 

Tobacco. The Vazir Sultan Tobacco Company was grown in Warangal district, which is a part in 

Telangana State. In 1930 under the Hyderabad Companies Act  No. IV of 1320 Fasl i 

and is now subject  to  the  Company Act 1956, Vazir Sultan and Sons was registered as VST 

Company Limited, with a share of 10.00 Lakhs, with present share capital of Rs.1544.19 Lakhs. 

Mr. Abdul Razak came to Hyderabad from Bangalore with the ambition of setting of a 

cigarette industry. However running short of funds he approached various noblemen for 

assistance. His hard efforts finally bore fruits when a noblemenMohdVazir and his son Mohd 

Sultan agreed to offer the required financial assistance. Thus was laid the foundation for the 

Vazir Sultan Tobacco Company Limited in 1925, in the name VAZIR SULTAN AND SONS at 

Narayanaguda, Hyderabad.  

The promoters then sought permission of the Nizam for using the name and Emblem of 

"CHARMINAR" as a brand name.  

As the volume of the business gradually increased the need arose to increase the capital, 

hence the family firm Vazir Sultan and Sons, was converted into public Limited Company with 

the help of Nizam of Hyderabad, Vazir Sultan family, four U.K Companies and a large number 

of people from India held stock. The British Companies which lent their expertise in cigarette 

manufacturing were part of the present British American Tobacco group, which also had a stake 

in the larger Imperial Tobacco group. 

Gulbarga, Kaman Chand Bibi, Kohinoor, Sicca, High Court and some of the present 

prevailing brands are Charms Smooth Virgina, Charms Virginia Filter, Charms Minty Fresh, 

Charminar Special, Charminar Standard, Charms Ace Fine Tip and Vijay Delux which were 

made available over a wide range of price spectrum. 
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During the World War – II whish pushed the sale of Vazir Sultan brands without a strong 

marketing set up. During the war period, there was a large scale movement of battalion through 

the Secunderabad cantonment. Military personnel would move in and out of city constantly. 

They would drop by a road side vendor and buy a cigarette pack or two. It was usually 

Charminar wherever they went. The demand grew by leaps and bounds far beyond the confess of 

Hyderabad. This was beginning of a strong marketing network of Vazir Sultan Tobacco 

Company Limited. 

 

The period between 1930 and 1950 was the growth period for Vazir Sultan Tobacco 

Company. All these brands were forged a head and Company's offers were brimming with 

profits. Bonus shares were issued in 1935, 1944 and 1947. The accelerating pace of demand 

provided a powerful stimulus to the company to formulate a professional marketing approach 

and to attend 

itself with greater sensitivity to consumer perceptions. In seventies, an application for 

increasing the manufacturing capacity by the company was rejected by the Government on the 

ground that an equity of 65.5% was held by the four U.K companies (three of which held at that 

time was 74.6% of the equity capital of the ITC company) therefore VST was deemed as foreign 

company. The company promptly went to public, by issuing 17.7lakhs shares ofRs.10/- each at 

par on premium ofRs.6/- and foreign share holding was reduced, to 35%. 

 

VISION, MISSION STATEMENT 

VISION OF VST: 

                Sustain VST position as one of India's most valuable corporations through world class 

performance, creating growing value for the Indian economy and company’s stake holders.  

 

MISSION OF VST: 

Providing superior sensory and psychosocial satisfaction through tobacco and allied value added 

products, to an expanding global market, through high customer oriented and competitive 

advantages. 

 

PRESENT SCENARIO: 
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The company has been facing immense pressure declining volumes and increasing 

government regulations and taxation. The profitability has been affected. According to 'War 

Law' in supreme court against various ministers of union and the major cigarette manufacturing 

companies in India seeking directions to the CBI to investigate into the illegal import of cigarette 

and tobacco products and practices and policies of cigarette companies and to deposit a sum of 

Rs.222 billion towards Smoking Victims Relief Fund due to the above mentioned deposit the 

industry will face a lot of problems.  

 

 

 

PROMOTERS OF THE COMPANY 

BOARD OF DIRECTORS: 

 

S.No Directors Name Designation 

1.  RAYMOND  CHAIRMAN 

2.  N. SAI SANKAR  MANAGING DIRECTOR 

3.  NITESH BAKSHI COMPANY SECRETARY  

 

4.  DEVRAJ  LAHARI MARKETING DIRECTOR 

5.  PETER G. HENRIQUES NON-EXECUTIVE DIRECTOR 

6.  T. LAKSHMANAN NON-EXECUTIVE DIRECTOR 

7.  MILIND A. KHARAT NON-EXECUTIVE DIRECTOR 

8.  S. THIRUMALAI  NON-EXECUTIVE DIRECTOR 
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 ORGANISATION STRUCTURE 
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MANUFACTURE OF CIGARETTES: 

The company is a strong player in the low-price segment and that too in the eastern and 

north-eastern markets, which were the ones most affected by large quantity smuggled of Kings 

sized filter tipped from Bangladesh. These were being retailed at Re.1 per stick, which unsettled 

the market for branded cigarette in the low- price segment. With continued efforts both at the 

central and the state government level, the menace of smuggling could only be restricted in low-

price segment towards the second half of the year. 

VST introduced Gold Premium Filter in July 1993. In 1992-93, it entered into a technical 

collaboration agreement with Science and Technology Venture, Israel. In 1994, the company 

incorporated VST Natural Products (formerly VST Agro Tech), to establish manufacturing 

facilities to process high value horticultural crops, for export. In 1992-95, the company had 

launched two brands - Vajay Deluxe and Charminar Standard. VST is the largest exporter of 

cigarette to the middle-east from India. In 1999-2000, the company has recorded a significant 

increase of24.2% in Unmanufactured Tobacco Exports. 

 

VST BRANDS 

The different Brands of Cigarettes in VST industries Limited are as follows: 

S.No Code Name of the Cigarette 

1.  CFT10HL69-SP-20.00 CHARMINAR FILTER 10HL – N 

2.  CSF10HL69-HR-25.00 SPECIAL FILTER 10HL – ND 

3.  CSM10SS64-SP-15.00 CHARMINAR STANDARD 10SS 

4.  CSP10HL68-SP-29.00 CHARMINAR PLAIN 10HL-AP 

5.  CSV10HL69-EH-29.00 CHARMS SMOOTH VIRGINIA10HL-EPHRC 

6.  CVF10HL69-SP-20.00 CHARMS VIRGINIA FILTER 10HL 

7.  MTR10HL64-SP-19.00 MOMENTS REGULARS 

8.  MTS10HL69-EP-25.00 MOMENTS FILTER 10HL –EP 

9.  SES10HL69-SP-24.00 SPECIAL ( SES ) FILTER 10HL 

10.  CFM10SS59-SP-12.50 CHARMINAR STANDARD FILTER 10SS 
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Cigarette Segmentation 

KSFT  KING SIZE FILTER     LENGTH 75 mm - 80 mm 

LN  LONGS     LENGTH 72 mm - 75 mm 

PL  PLAINS     LENGTH 68 mm 

RSFT  REGULAR SIZE FILTER    LENGTH 65 mm - 70 mm 

 

COMPETITORS OF THE COMPANY 
 ITC 

 GODFREY PHILIPS INDIA 

 KAJA BEEDI 

 ITC (COMPANY) 

 MANIKCHAND GROUP 

 

 

 

VST INDUSTRIES POLICIES 

The Board of Directors (the ―Board‖) of VST Industries Limited (the ―Company‖ or ―VST‖), 

adopts the following policy and procedures with regard to Related Party Transactions (RPT) as 

defined below,in compliance with the requirements of Section 188 of the Companies Act 2013 

and Rules made thereunder and any subsequent modifications, amendments or re-enactment 

thereto (the ―Act‖) and Listing Agreement entered into with the Stock Exchanges, in order to 

ensure the transparency and procedural fairness of such transactions. 

Objective  

This policy is intended to ensure the proper approval and reporting of transactions as 

applicable, between the Company and any of its related party as defined below, in the best 

interest of the Company and its Stakeholders.  

https://en.wikipedia.org/wiki/Kaja_Beedi
https://en.wikipedia.org/wiki/ITC_%28company%29
https://en.wikipedia.org/wiki/Manikchand_Group
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Provisions of this policy are designed to govern the transparency of approval process and 

disclosures requirements to ensure fairness in the conduct of related party transactions, in terms 

of the applicable laws. This Policy shall supplement the Company’s other policies in force that 

may be applicable to or involve transactions with related persons.  

Transactions Covered by this Policy  

Transactions covered by this policy include any transfer of resources, services or 

obligations between the Company and a related party and other transactions defined hereunder as 

―Related Party Transaction‖.  

INFORMATION TECHNOLOGY USED IN VST INDUSTRIES: 

SAP, the widely acclaimed Enterprise Resource Planning (ERP) has been successfully 

implemented in the company. This would take the company to a new era of adoption to 

information technology. Seventeen offices of the company are now connected online for voice 

and data communication with the Head Office. This has been achieved in a record time of six 

months. With the growing complexity of the business environment, the company remains 

committed to ensure an effective internal control environment that provides assurance on the 

efficiency of operations and security of its assets. 

 

 

Financials: 

 

The company is a debt free company with almost 200 Crs in cash and investments. The 

company has been consistently been profitable with net margins increasing from 5-6% to almost 

15% now. The Return on capital is consistently above 25%+ and excluding the low yielding 

investment, the company enjoys very high return on tangible capital. The company has been 

working with Negative working capital for some time and this seems to be increasing too. 

Positives: 

Risks: 

Top line growth is low due to high excise and price sensitivity at the low end. Also the 

company is not clear of how it will use the excess cash and there is always a risk that the 

company may simply blow away the surplus cash. 
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THE SUPPLY CHAIN IN VST INDUSTRIES LIMITED 

VST Industries Limited 

 

 

 

 

 

Regional God owns                                            Main Dealers 

 

 

      

      Wholesalers    Retailers 

 

Consumers  
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SWOT ANALYSIS 

 STRENGTHS 

 The management personnel also having good experience in the tobacco business 

 Company established its branches in the main cities of the India to reach people 

 Price, value, quality are in line with the present market conditions, but needs to be 

improved 

  WEAKNESSES 

 Lack of competitive strength  

 No much quantity of exports comparatively other companies 

 Company does not have much reputation in the market 

OPPORTUNITIES 

 Technology development and innovation 

 Chance to discover the new markets 

 Business and product development 

 Information and research 

THREATS 

 Market demand is very less 

 Loss of key staff 

 Sustainable financial backing 

 Economy changes, due effecting the home business and exports. 
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CHAPTER-IV 

THEORETICAL FRAMEWORK 
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CASH FLOW STATEMENT  

Cash flow is the movement of cash into or out of a business, project, or financial product. (Note 

that the word cash is used here in the broader sense, where it includes bank deposits.) It is 

usually measured during a specified, finite period of time. Measurement of cash flow can be used 

for calculating other parameters that give information on the companies' value and situation. 

Cash flow can e.g. be used for calculating parameters  

 To determine a project's rate of return or value. The time of cash flows into and out of 

projects are used as inputs in financial models such as internal rate of return, and net 

present value. 

 To determine problems with a business's liquidity. Being profitable does not necessarily 

mean being liquid. A company can fail because of a shortage of cash, even while 

profitable. 

 Cash flow can be used to evaluate the 'quality' of Income generated by accrual 

accounting. When Net Income is composed of large non-cash items it is considered low 

quality. 

 To evaluate the risks within a financial product, e.g. matching cash requirements, 

evaluating default risk, re-investment requirements, etc. 

Cash flow is a generic term used differently depending on the context. Users may define it for 

their own purposes.  It can refer to the total of all the flows involved or to only a subset of those 

flows. Subset terms include 'net cash flow', operating cash flow and free cash flow. 

     In finance accounting a cash flow statement is financial statement that shows a company flow 

of cash. The money coming into the business is called cash flow and money going out from the 

business is called cash outflow. 

 

Meaning  

                 Cash flow signifies the movements of cash in and out of a business concern. While the 

inflow of cash is a source of cash the outflow of cash is a use of cash. 

 

http://en.wikipedia.org/wiki/Cash
http://en.wikipedia.org/wiki/Rate_of_return
http://en.wikipedia.org/wiki/Internal_rate_of_return
http://en.wikipedia.org/wiki/Net_present_value
http://en.wikipedia.org/wiki/Net_present_value
http://en.wikipedia.org/wiki/Accounting_liquidity
http://en.wikipedia.org/wiki/Accrual_accounting
http://en.wikipedia.org/wiki/Accrual_accounting
http://en.wikipedia.org/wiki/Operating_cash_flow
http://en.wikipedia.org/wiki/Free_cash_flow
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Utility of cash flow statement  

 

 Cash flow statement is highly useful for the evaluation of the cash position of the 

concerns it is based on the cash basis of accounting. 

 Cash flow statement is highly useful and appropriate for short-term financial planning. 

 Cash flow statement helps for making appraisal of various capital investments projects 

just to determine their viability and profitability. 

 It is used to explain the anomaly of substantial profits and poor cash position. 

 
Types of cash flow  
 

While preparing a cash flow statement, two types of cash flows viz., actual cash flow and 

national cash flow are identified. Actual cash flow refers to the actual movements of cash into or 

out of business. Purchase of fixed assets, borrowing from bank of financial institutions, trading 

profits and redemption of debentures are all examples of actual cash flows. But national cash 

flows result s only in the cash of increase or decrease in current assets. National cash flow result 

indirect cash movements into or out of business. For example, increase in balance of debtors 

does not result in any actual cash outflow since it is part of credit sales. But form of material 

cost, labor cost, overheads etc., locked up in the goods sold on credit. 

 

Sources of cash flow  

 Issue of shares and debentures for cash. 

 Disposal of fixed assets and investment for cash. 

 Borrowing form banks and other financial institutions.   

 Cash from operations or trading profit. 

 Decrease in current assets. 

 Increase in current liabilities. 

 

       For example, credit sales of goods involve creation of assets in the form of debtors and bills 

receivable. When payment is receive (cash inflow) from the customer, there will be a reduction 

of current assets (debtors and bills). 
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             Thus decrease in current assets involves cash inflows. For example, purchase of goods 

on credit results in creation of current liabilities in the form of creditors and bills payable. Here it 

is assumed that the creditors have given loan cash (National Cash Inflow), which has been used 

to acquire the goods.  

 

Applications of cash  

 Redemption of shares and debentures by cash 

 Purchase of fixed assets and investment by cash 

 Repayment of Loans 

 Increase in Current assets 

 

Classifications of cash flows  

 Cash flow from operating activities  

 Cash flow from financing activities. 

 Cash flow from investing activities 

 

Cash flow from operating activities  

Operating activities are the principal revenue producing activities of enterprise and other 

activities that are not investing or financing activities. 

     The amount of cash flows arising from operating activities is a key indicator of the extend to 

which the operations of the enterprise have generated sufficient cash flows to maintain the 

operating g capability of the enterprise, pay dividends, re pay loans, and make new investment 

with out recourse to the external sources of financing. 

The importance of the cash flow statement  

Let’s take a moment to catch our breath in the discussion of the cash flow statement, and look at 

all the information we’ve absorbed so far and the importance of the cash flow statement in 

fulfilling the financial picture for the state of a business. 
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          The Statement of Cash Flows is the new kid on the block as a member of the Financial 

Statement set.  This wasn’t a required piece of the financial statement set until 1988.  As a result, 

there are still some areas that need fine-tuning; such as the format used to report the cash flows. 

The Statement of Cash Flows is the final document prepared in the Financial Report set, 

and provides information that is a direct flow of information from the Income Statement, Owner 

Equity Statement and Balance Sheet; therefore, this report adds validity and accountability to the 

Financial Statements. 

Analysts, investors, stockholders, potential investors and lenders use these reports in 

order to assess the financial health of a business.   Therefore, it is tremendously advantageous to 

use the standard method for generating the Statement of Cash Flows and provide the additional 

credibility to the financial information. 

There are 3 major categories for the information that is reported on the Statement of Cash 

Flows and they are operating activities, investing activities, and financing activities.  Between 

the three major areas, every aspect of a business’ transactions is covered.  The resulting totals on 

this report are direct flows of financial information totals from the other 3 reports in the financial 

statement set.  The only variance in reporting is in the operating activity area, concerning the 

cash transactions.  A business may choose to use an indirect or direct method for reporting cash 

transactions.  If a business chooses to use the direct method, there must also be a schedule 

attached that is basically also the indirect method in order to reconcile the information given in 

the direct method. 

       When we read the Statement of Cash Flows there are some basic numbers that will help you 

to assess a business; they are  

 Net earnings or profit and loss information 

 Depreciation expense 

 Changes in inventory 

 Changes in accounts receivable 

 Changes in accounts payable 
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 Changes in the “net cash from financing activities” that doesn’t reflect equipment or 

building additions. 

           A general knowledge and good grasp of these Financial Statements, especially the 

Statement of Cash Flows will provide volumes of information to the reader, and if you’re a 

potential investor or lender, you cannot know enough about a business before placing your 

money or that of your depositors in the operations of that business.  

Limitations of cash flows  

 Cash flow statement is not suitable for judging the profitability of a        firm as non-

cash changes ignored while calculating cash flows from operating activities. 

 Cash flow statement is based on cash accounting. It ignores the basic accounting 

concept of accrual basis. 

 Cash flow statement does not give a complete picture of financial position of concern. 

 Cash flow statement reveals the movement of cash only. In the preparation ignores 

most liquid current asset.          

Funds flow Vs cash flow statement  

Both are used in analysis of past transactions of a business firms. the major differences are  

          (1) Funds Flow Statement is concerned with all items constituting funds (Working 

Capital)for the business while Cash Flow Statement deals only with cash transactions. In 

other words, a transaction affecting working capital other than cash will affect Funds 

statement, and not the Cash Flow Statement. 

(2) In Funds Flow Statement, net increase or decrease in working capital is recorded while in 

Cash Flow Statement, individual item involving cash is taken  

(3) Funds Flow statement is started with the opening cash balance and closed with the 

closing cash balance records only cash transactions.  

(4)Cash Flow Statement is started with the opening cash balance and closed with ht closing 

cash balance while there a no opening or closing balances in Funds Flow Statement.  



 
 

31 
 

       (5) A fund flow statement is based on the accrual accounting system. in  case of preparation 

of cash flow statements all transactions effecting the cash or cash equivalents is only taken 

into consideration. 

 (6) Fund flow statement analyses the source and application of long term nature of the net 

increase and decrease of fund. The cash flow statement considers the increase and decrease 

of current assets and current liabilities. 

  (7) Fund flow statements tallies the fund generated from various sources with variable uses to 

which they are put.  

 
The following are the important operating activities  

 Cash receipts from sale of goods and the rendering of services. 

 Cash receipts from royalties, fees, commissions and other revenue. 

 Cash payment to suppliers for goods and services. 

 Cash payment to and on behalf of employees. 

 Cash receipts and policy cash payments of an insurance enterprise for premiums and 

claims, annuities and other benefits. 

Cash flow from investing activities  

                Investing activities are the acquisition and disposal of along term assets and other 

investments not included in cash equivalents. The separate disclosure of cash flows arising from 

investing activities is important because the cash flows represent the extend of which 

expenditure have been made for resources intended to generate future income and cash flows. 

 

Examples of cash flows arising from investing activities are  

 Cash payments to acquire fixed assets. The payments include those relating to 

capitalized research and development cost and self constructed fixed assets. 

 Cash payment to acquire shares, warrants, or debit instruments of other enterprises and 

interests in joint venture. 

 Cash receipts from the repayment of advances and loans made to third parties. 

 Cash receipts from disposal of fixed assets. 
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Cash flow from financing activities  

              Financing activities are that result in changes in the size and composition of the owners 

capital and borrowing of enterprise. 

             The separate disclosure of cash flows arising from financing activities is important 

because it is useful in predicting the claims on future cash flows by provides of funds to the 

enterprise. 

Examples of cash flow arising from financing activities are  

 

 Cash proceeds from issuing shares or other similar instruments. 

 Cash proceeds from issuing debentures, loans, notes, bonds and other short term 

borrowings and  

 Cash repayment of amounts borrowed such as redemption of debentures, bonds, and 

preference shares. 

 

Methods of calculating cash flows  

 

       There are two methods of reporting cash flows from operating activities namely 

 Direct method. 

 Indirect method. 

The Direct method   

              Under this method, cash inflows from operating revenues and cash payments for 

operating expenses are calculated to arrive at cash flows from operating activities. The difference 

between the cash receipts and cash payments is the net cash flow provided by operating 

activities. 

The formation about major class of goods cash receipts and goods cash payments may be 

obtained either  

 From accounting records of the enterprise; or 

 By adjusting sales, cost of sales and other items in the statement of profit and loss for; 

 Changes during the period in inventories and operating receivables and payables. 
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The Indirect method  

 

               Under the indirect method, the net cash flow from operating activities is determined by 

adjusting net profit or loss for the effect of  

 Non cash items such as depreciation, provisions, differed taxes, and un realized foreign 

exchange gains and losses; and 

 Changes during the period in inventories and operating receivables and payables. 

 All other items for which the cash effects are investing or financing cash flows. 

           The indirect method also called reconciliation method as it involves reconciliation of net 

profit or loss as given in the profit and loss account and the net cash flow from operating 

activities shown in the cash flow statement. 

 
 
Uses of cash flow statement  
 

 Cash flow statement reveals the causes of changes in cash between two balance sheet 

dates. 

    Cash flow statement helps the management in planning repayment of loans, 

replacement of assets etc. 

 It helps the management in understanding the past behaviour of cash cycle and 

controlling the use of cash in future. 

 This statement helps short-term financial decisions relating to liquidity. 

 

Sources of cash  

    Issue of shares and debentures for cash. 

   Disposal of fixed assets and investment for cash. 

  Cash from operations or trading profit. 

  Decrease in current assets. 

  Increase in current liabilities. 
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Format of cash flow statement  

 The three activities discussed in preceding paragraphs constitute the general format of the 

statement of cash flows. The cash flows from operating activities section always appears 

first, followed by the investing section and then financing activities section. The individual 

inflows and outflows from investing and financing activities are reported separately. That is, 

they are reported gross, not netted against one another. 

  Thus, cash outflows from the purchasing of property are reported separately from the cash 

inflow the sale of property. Similarly, the cash inflow from the issuance of debt is reported 

separately from the cash outflow from its retirement.  
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Cash flow statement (for the year ended………..) 

 

            Particulars Rs. Rs. 

Cash flow from operating actives  

Cash receipts from customers 

Cash paid to suppliers and employees 

Cash generated from operations  

Income tax paid 

Cash flow before extraordinary items 

Extra ordinary items 

Net cash from operating activities 

               (or) 

Net profit before tax and extra ordinary items 

Adjustment for non-cash and non-operating items. 

(List of individual items such as depreciation, foreign 

exchange loss, loss o sale of fixed assets, interest 

income, interest expense etc.) 

Operating profit before working capital changes 

Adjustments for changes in current assets and current 

liabilities 

     (List of individual items) 

 

 

    xxx 

    xxx 

    xxx 

    xxx 

    xxx 

    xxx 

 

 

      xxx 

 

 

 

xxx 

      xxx 

 

 

xxx 

 

 

 
 
 
 
 
 
 
 
 

Xxx 
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Cash generated from operations before tax 

Income tax paid 

Cash flow before extraordinary items. 

Extra ordinary items  

Net cash from operating activities. 

Cash flow from investing activities  

Individual items of cash inflows and out flows from 

investing activities 

Such as purchase and sale of fixed assets, purchase or 

sale of investments, interest received, dividend received 

etc.) 

Net cash from investing activities. 

Cash flow from financing activities  

Individual items of cash inflows and out flows from 

financing activities 

Such as purchase and sale of fixed assets, purchase or 

sale of investments, interest received, dividend received 

etc.) 

 

Net increase/ decrease in cash and cash equivalents 

Cash and cash equivalents beginning of the period 
 
Cash and cash equivalents end of the period 

      xxx 

      xxx 

      xxx 

      xxx 

      xxx 

 

     xxx 

 
 
 
     xxx 

 

 

 
 
 
    xxx 
 
 
    xxx 

 

 

 

 

 
 
 
 
 

    xxx 

 
 
 
 
 
 
 
 
   xxx 

 
 
 
 
 
 
 
 
 
 
    xxx 
 
    xxx 
 
   xxx 
 
   xxx 
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TABLE: 4.1 Cash flow statement year of 2014-15 of VST industries. 
 

Particulars 

 

 For the year 

ended 

2014-15 

 

A.CASH FLOW FROM OPERATING ACTIVITIES Net 

Profit as per Profit & Loss Account before Prior period 

Adjustments   

Adjustments for : 

Depreciation for the year  

Provision written back  

Miscellaneous expenses written off  

Waiver of penal interest  

Interest received on loans granted  

Interest income on FDs  

Dividend receipt  

Interest expenses  

Loss on sale assets  

Minor  Assets written off  

Operating profit before changes in working capital   

Adjustments for:  

Increase in inventories  

Increase in sundry debtors  

Increase in other current assets  

Increase in loan & advances  

Increase in liabilities  

Decrease in provisions  

Cash generated before miscellaneous expenses & 

priorperiod items  

 

Expenses on VRS  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

RS 

 

523,949,524 

 

2,633,922 

5,067,617 

1,028,004 

(401,445,206) 

(361,489,692) 

(10,142,000) 

365,500,000 

45,894 

470,402 

127,618,456 

 

(23,004,834,053) 

30,519,695 

14,256,245 

(1,543,217,834) 

20,598,705,647 

282,979,641 

(3,493,972,194) 

 

(3,129,044) 

2,304,867 

(3,494,796,371) 
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Prior period adjustment   

NET CASH FLOW FROM OPERATING ACTIVITIES     

B. CASH FLOW FROM INVESTING ACTIVITIES  

Purchase of Fixed Assets  

Sale of assets  

Increase in investments  

Sale of investments  

Dividend receipt  

Interest received  

NET CASH FLOW FROM INVESTING ACTIVITIES       

C.CASH FLOW FROM FINANCING ACTIVITIES  

Proceeds from unsecured loans  

Interest paid  

NET CASH FLOW FROM FINANCING ACTIVITIES      

 

NET CASH FLOW                                               

CASH & CASH EQUIVALANTS  AS ON  01.04.2014 

CASH & CASH EQUIVALANTS  AS ON  31.03.2015 

 

A 

 

 

 

 

 

 

 

 

B 

 

 

 

       C 

 

(A+B+C) 

(5,365,072) 

25,900 

(43,403,790) 

- 

10,142,000 

762,934,898 

724,333,936 

- 

- 

- 

 

 

(2,770,462,435) 

5,565,383,063 

2,794,920,628 
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Cash inflows for the year 2014-15 
Table: 4.2 

 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

Particulars 

 

Amounts 

 

Operating profit 

 

127,618,456 

 

Increases liabilities 

 

1,543,217,834 

 

Interest received 

 

762,934,898 

 

Sale on assets 

 

45,894 
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Graph: 4.1 
 

 
 
 
INTERPRETATION 
During the year 2014-15 the cash inflows are operating Profit, increases liabilities, interest 

received, and sale assets. 2014-15 the operating profit Rs 127,618,456, increases liabilities Rs 1, 

543, 217, 834, and interest received Rs762, 934, 898, Sale on assets 45,894. 
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Cash outflows for the year 2014-15 
Table: 4.3 

 
Particulars 

 
Amounts 

 

Purchase of fixed assets 

 

5,365,072 

 

Increases in investments 

 

43,403,790 

 

Increases inventories 

 

23,004,834,053 

 

Increases sundry debtors 

 

30,519,695 
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Graph: 4.2 
 

 
 
 
 
INTERPRETATION 
 
       During the year purchase of fixed assets Rs 5, 365, 072, increases in Investments Rs 43, 

403,790, increase inventories Rs 23,004,834,053, and increases sundry debtors 30,519,695 
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TABLE: 4.4 Cash flow statement year of 2015-16 of VST industries.. 
 

PARTICULARS 

  
For the year 

Ended 
2015-16 

 

A.CASH FLOW FROM OPERATING 

ACTIVITIES Net Profit as per Profit & Loss 

Account before Prior period Adjustments   

Adjustments for : 

Depreciation for the year  

Provision written back  

Miscellaneous expenses written off  

Waiver of penal interest  

Interest received on loans granted  

Interest income on FDs  

Dividend receipt  

Interest expenses  

Loss on sale assets  

Minor  Assets written off  

Operating profit before changes in working capital   

Adjustments for:  

Increase in inventories  

Increase in sundry debtors  

Increase in other current assets  

Increase in loan & advances  

Increase in liabilities  

Decrease in provisions  

 

Cash generated before miscellaneous expenses & 

prior 

                                                                    period 

items  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

RS 

 

           3,080,388,959 

 

4,619,684    3,836,265  

                -  (531,866,553) 

(229,822,094) 

 (6,050,000)  496,698,914 

                -          672,609 

                            -  

  2818477784  

(25,505,597,020) 

(104,607,842)           

(13,368,277)  

(1,653,134,594)    

27,391,338,770 

(2,746,907,271) 

         (21,675,358) 

 

 

     164,526,192  

 

 

      -      48,446,859 

 212,973,051 

 

 

(8,582,725)               
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Expenses on VRS  

Prior period adjustment   

NET CASH FLOW FROM OPERATING 

ACTIVITIES     

 

B. CASH FLOW FROM INVESTING 

ACTIVITIES  

Purchase of Fixed Assets  

Sale of assets  

Increase in investments  

Sale of investments  

Dividend receipt  

Interest received  

 

NET CASH FLOW FROM INVESTING 

ACTIVITIES       

 

C.CASH FLOW FROM FINANCING 

ACTIVITIES  

Proceeds from unsecured loans  

Interest paid  

NET CASH FLOW FROM FINANCING 

ACTIVITIES      

 

NET CASH FLOW                                              

(A+B+C) 

CASH & CASH EQUIVALANTS  AS ON  

01.04.2015 

CASH & CASH EQUIVALANTS  AS ON  

 

 

 

 

A 

 

 

 

 

 

 

 

 

B 

 

 

 

C 

 

 

 

(A+B+C) 

86,665  (174,889,000) 

        260100 

       6,050,000 

      761,688,647 

 

     584,613,687  

 

 

               - 

  (496,698,914) 

  (496,698,914) 

 

 

300,887,8242,794,920,628    

3,095,808,452 
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31.03.2016 
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Cash inflow for the year 2015-16 

Table: 4.5 
 

Particulars Amounts 

Operating profit 2,818,477,784 

Increases loans advances 1,653,134,594 

Increase liabilities 27,391,338,770 

Sale of assets 86,665 

Interest received 761,688,647 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 
 

48 
 

Graph: 4.3 
 

 
 
INTERPRETATION  
 
 During the year 2015-16 the cash flows of operating profit, increases loans& advances ,increase 

liabilities ,sale of assets, interest received operating profit Rs2,818,477,784,which shown 

increases in previous year. Increases/decreases loans& advances Rs 1,653,134,594, increases in 

the previous year, increase/decreases liabilities Rs 27,391,338,770, increases in the previous 

year. Sale of assets Rs 86,665, interest received Rs 761,688,647. 
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Cash outflows for the year 2015-16 
Table: 4.6 
 

Particulars Amounts 

Purchase of fixed assets 85,82,725 

Increases in investments 17,48,89,000 

Increases inventories 25,505,597,020 

Increases sundry debtors 1,04,60,7842 
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Graph: 4.4 
 

 
 
INTERPRETATION 
 

During the year 2015-16 the cash outflows are inventories, purchase Of fixed assets  85,82,725 

increases in investment.1,74,88,9000 During the year the inventories Rs 25505597020. Purchase 

of fixed Assets 8,582,725 and increases investments 174,889,000. 
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TABLE: 4.7 Cash flow statement year of 2016-17 of VST industries. 

 

Particulars 

 

For the year 
Ended 

2016-17 

   A. CASH FLOW FROM OPERATING ACTIVITIES     
Net Profit as per Profit and Loss Account before Prior 

period Adjustments 
   

                   
230,075,033  

Adjustments for : 
     
Depreciation for the year(minor assets written off not 
included)   3,955,922  

Minor Assets Written off   
                         

787,480  

Depreciation arrears   
                         

332,141  

Miscellaneous Expenses written off   
                      

3,715,297  

Interest received on Loans & advances Granted   
                  

(411,579,095) 

Interest Income on Fixed Deposits    
                   

(78,776,447) 

Interest on Debentures   
                  

(169,781,720) 
Dividend Income Received     (6,149,000) 
Interest Expenses   370,729,567  
Loss on sale of Fixed Assets        - 
 
Operating profit before changes in Working Capital   (56,690,822) 
Adjustments for:     

(Increase)/Decrease in Inventories   
             

(13,651,884,018) 

(Increase)/Decrease in Sundry Debtors   
                    

36,974,775  

(Increase)/Decrease in Other Current Assets   
                    

19,120,049  

Increase/(Decrease) in Loans and Advances   
                  

(361,935,913) 

Increase/ (Decrease) in Liabilities   
              

12,640,967,851  

Increase/ (Decrease) in Provisions   
                

1,047,107,069  
Cash generated before Miscellaneous Expenditure & Prior   (326,341,009) 
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period Items 
Miscellaneous Expenditure written off                                     -    

Prior Period Adjustment   
                   

(46,575,789) 
Miscellaneous Expenditure (ERP)                                    -    

Net Cash Flow from Operating Activity before Income Tax   
                  

(372,916,798) 

Provision for Income Tax   
                   

(64,250,000) 
NET CASH FLOW FROM OPERATING ACTIVITIES 
AFTER INCOME TAX A 

                  
(437,166,798) 

B. CASH FLOW FROM INVESTING ACTIVITIES     

Purchase of Fixed Assets   
                   

(10,879,046) 

Interest on Debentures   
                   

169,781,720  

Interest Income on Fixed Deposits    
                    

78,776,447  
Proceeds from Sale of Fixed Assets     

Purchase of Investments   
               

(1,865,521,000) 
Proceeds from Sale of Investments     

Dividend Income   
                      

6,149,000  
Interest Income                                    -    

NET CASH FLOW FROM INVESTING ACTIVITIES B 
               

(1,621,692,879) 
C. CASH FLOW FROM FINANCING ACTIVITIES     

 Proceeds from Unsecured loans   
                   

204,178,901  

Interest received on Loans & advances Granted   
                   

411,579,095  
Increase/(Decrease) in Loans and Advances                                    -    
Increase/(Decrease) in Unsecured Loans                                    -    

Interest paid   
                  

(370,729,567) 
NET CASH (USED IN) / FLOW FROM FINANCING 
ACTIVITIES C 

                   
245,028,429  

      
NET INCREASE IN CASH AND CASH EQUIVALENTS 
DURING THE YEAR 

(A+B+C
) 

               
(1,813,831,248) 

CASH AND CASH EQUIVALANTS AT THE 
BEGINNING OF THE YEAR    

                
3,095,808,452  

CASH AND CASH EQUIVALANTS AT THE END OF 
THE YEAR  

 

                
1,281,977,204  
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Cash inflow for the year 2016-17 

Table: 4.8 

Particulars Amounts 

 

Operating profit 

 

5,66,90,822 

 

Increases loans advances 

 

36,19,35,913 

 

Proceeds from unsecured loans 

 

20,41,78,901 

 

Intrest received 

 

41,15,79,095 
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Graph: 4.5 
 

 
 
 
INTERPRETATION  
 
During the year the 2016-17 operating profit, increases loans advances, proceeds from unsecured 

loans, and interest received by others during the year 2016-17, operating profit 56,690,822 which 

is comparatively lower than the previous year. Increases loans& advances Rs361, 935,913, 

which shows increases in the year. Proceeds unsecured loans Rs 204,178,901 and Interest 

received which shows decreased to the previous year Rs 411,579,095   
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Cash out flow for the year 2016-17 

Table: 4.9 

Particulars Amounts 

Purchase of assets 10879046 

Purchase of invest 1865521000 

Increase inventories 13651884018 

Interest paid 6149000 
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Graph :4.6 
 

 
 
 
INTERPRETATION 
 
          During the year of the 2016-17 purchase of assets, purchase of investments, increase 

inventories, interest paid. The year 2016-17 the inventories Rs 13,651,884,018/- which in 

comparatively decreases during the year. Purchase assets Rs10, 879,046 which is also shown 

increases comparatively in previous year. And interest paid Rs 6,149,000.and purchase of 

investments increased in previous year. 
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TABLE:4.10 Cash flow statement year of 2017-18 of VST industries. 

   
 

Particulars    For the year    
     ended  
    2017-18 
    Rs.   
A. CASH FLOW FROM OPERATING ACTIVITIES     

Net Profit as per Profit and Loss Account before 
Prior period Adjustments 

   
          

120,871,567  
Adjustments for : 

     
Depreciation for the year(minor assets written off not 
included)          6,716,151  
Minor Assets Written off           378,131  

Depreciation arrears   
                            

-    
Miscellaneous Expenses written off           13,091,478  

Interest received on Loans & advances Granted   
            

(376,541,567) 

Interest Income on Fixed Deposits    
              

(54,009,056) 

Interest on Debentures   
            

(191,721,469) 

Dividend Income Received    
                  

(239,920) 
Interest Expenses      376,541,567  

Loss on sale of Fixed Assets   
                            

-    

Operating profit before changes in Working Capital   
            

(104,913,118) 
      
Adjustments for:     

(Increase)/Decrease in Inventories   
         

(2,505,204,293) 

(Increase)/Decrease in Sundry Debtors    
              

(40,397,659) 

(Increase)/Decrease in Other Current Assets   
                 

6,023,192  

Increase/(Decrease) in Loans and Advances   
            

(657,615,416) 

Increase/ (Decrease) in Liabilities   

          

2,637,707,457  

Increase/ (Decrease) in Provisions                
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638,455,357  

      

Cash generated before Miscellaneous Expenditure & 

Prior period Items   

              

(25,944,480) 

Miscellaneous Expenditure written off    

             

(13,091,478) 

Prior Period Adjustment 
             4,014,314  
Miscellaneous Expenditure (ERP) 
 
   

              
(22,861,599) 

Net Cash Flow from Operating Activity before 
Income Tax 
 
   

              
(57,883,243) 

Provision for Income Tax   
                

(5,000,000) 
      
NET CASH FLOW FROM OPERATING 
ACTIVITIES AFTER INCOME TAX A 

              
(62,883,243) 

      
 
 
 
     
B. CASH FLOW FROM INVESTING ACTIVITIES     

Purchase of Fixed Assets   
              

(25,955,345) 

Interest on Debentures   
             

191,721,469  

Interest Income on Fixed Deposits    
               

54,009,056  

Proceeds from Sale of Fixed Assets   
                            

-    

Purchase of Investments   
              

(13,919,200) 

Proceeds from Sale of Investments   
                            

-    

Dividend Income   
                   

239,920  

Interest Income   
                            

-    
      
NET CASH FLOW FROM INVESTING B              
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ACTIVITIES 206,095,900  
      
      
C. CASH FLOW FROM FINANCING ACTIVITIES     

   Proceeds from Unsecured loans   
                            

-    
Interest received on Loans & advances Granted   376,541,567  

Increase/(Decrease) in Loans and Advances   
            

(376,541,567) 

Increase/(Decrease) in Unsecured Loans   
             

376,541,567  

Interest paid   
            

(376,541,567) 
      
NET CASH (USED IN) / FLOW FROM FINANCING 
ACTIVITIES C 

                            
-    

      
NET INCREASE IN CASH AND CASH 
EQUIVALENTS DURING THE YEAR (A+B+C) 

             
143,212,657  

CASH AND CASH EQUIVALANTS AT THE 
BEGINNING OF THE YEAR    

          
1,281,977,204  

CASH AND CASH EQUIVALANTS AT THE END 
OF THE YEAR    

          
1,425,189,861  
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Cash inflows for the year 2017-18 
Table: 4.11 
 

Particulars Amounts 

Operating profit 104,913,118 

Increase loans advances 65,76,15,416 

Proceed from unsecured loans 204,178,901 
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Graph: 4.7 
 

 
 
INTERPRETATION 
 
       During the year 2017-18 operating profit, increases loans advances, interest received others. 

The year 2017-18 in this year Rs operating profit 104,913,118 which comparatively high from 

the previous year, increases loans advances 6,576,154,165 which is comparatively high from the 

previous year. Proceed from unsecured loans Rs 204,178,901. 
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Cash outflow for the year 2017-18 
Table: 4.12 
 

Particulars Amounts 

Purchase of assets 2,59,55,345 

Purchase of invest 1,39,19,200 

Increase inventories 250,52,04,293 

Interest paid 37,65,41,567 
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Graph: 4.8 
 

 
 
 
INTERPRETATION  
 
During the year 2014-15 purchase of assets, purchase of investments, increases inventories and 

interest paid. the year purchase of assets Rs 25955345 which is shown increases of previous 

year, inventories Rs 250,520,4293 decrease in that previous year. Purchase of invite Rs 

13,919,200 which shown decreases to previous year and inters paid Rs 376,541,567 decreases in 

the previous year. 
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TABLE:4.13 Cash flow statement for the year ended 2018-19VST 

industries. 

 

Particulars 

  

 For the year   
 ended  

2018-19 
    Rs.   
A. CASH FLOW FROM OPERATING ACTIVITIES     
  Net Profit as per Profit and Loss Account before Prior period    
Adjustments   (45,763,813) 
Adjustments for :     
Depreciation for the year(minor assets written off not included)   22,209,289 
Minor Assets Written off   23,600,000 
Depreciation on sales and adjustments                                                                                                                                                 (2,227,275) 
prior period depreciation   24,470,660 
Miscellaneous Expenses written off   21,328,662 
Interest received on Loans & advances Granted   (130,066,579) 
Interest Income on Fixed Deposits    (31,860,170) 
provision for doubtful debts     
interest on advances to staff   467,618,145 
Interest on Debentures     
Dividend Income Received    36,799,560 
Interest Expenses   22,209,289 
Loss on sale of Fixed Assets   215381 

Operating profit before changes in Working Capital   (600,302,301) 
      
Adjustments for:     
(Increase)/Decrease in Inventories   -- 
(Increase)/Decrease in Sundry Debtors   (90,336,881) 
(Increase)/Decrease in Other Current Assets   -- 
(increase)/Decrease in unsecured loans    280,065,308 
Increase/(Decrease) in Loans and Advances   2,924,868,513 
Increase/ (Decrease) in Liabilities   -- 
Increase/ (Decrease) in Provisions   -- 
      
Cash generated before Miscellaneous Expenditure & Prior period 
Items   2,514,294,639 
Miscellaneous Expenditure written off    (21,328,622) 
Prior Period Adjustment   (45,763,813) 
Miscellaneous Expenditure (ERP)   9,653,389 



 
 

65 
 

 

 

 

 

 

 

 

 

Net Cash Flow from Operating Activity before Income Tax   2,456,855,593 
Provision for Income Tax   (45,000,000) 
      
NET CASH FLOW FROM OPERATING ACTIVITIES AFTER INCOME 
TAX A 2,411,855,593 
      
B. CASH FLOW FROM INVESTING ACTIVITIES     
Purchase of Fixed Assets   (5,548,560,301) 
Interest on Debentures   -- 
Interest Income on Fixed Deposits    31,860,170 
dividend income   36,799,560 
Purchase of Investments   --- 
sale of fixed assets 

 
2,278,932 

   
NET CASH FLOW FROM INVESTING ACTIVITIES B 

 
(5,477,621,639) 

      
C. CASH FLOW FROM FINANCING ACTIVITIES     
Interest received on Loans & advances Granted   130,066,579 
Interest on Advances to staff   467,618,145 
Increase/(Decrease) in Loans and Advances   (280,065,308) 
Increase/(Decrease) in Unsecured Loans   280,065,308 
Interest expenses   (22,209,289) 
      

NET CASH (USED IN) / FLOW FROM FINANCING ACTIVITIES C 575,475,435 
      
NET INCREASE IN CASH AND CASH EQUIVALENTS DURING THE 
YEAR 

(A+B
+C) (2,490,290,611) 

CASH AND CASH EQUIVALANTS AT THE BEGINNING OF THE YEAR      
CASH A 
ND CASH EQUIVALANTS AT THE END OF THE YEAR    (2,490,290,611) 
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Cash inflow for the year 2018-19 

   
Table: 4.14 

 

 

 

 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Particulars Amounts 

Operating profit 600302301 

Interest  income on fixed deposits 31,860,170 

Proceeds from unsecured loans 280,065,308 

Interest received 130,066,579 
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Graph: 4.9 
 

 
 
INTERPRETATION 
 
         During the year 2018-19 operating profit increase loans and advance, process from 

unsecured loans and interest received by other and also operating profit 600302301 which or 

comparatively heighten than the previous year decreases loans and advances is Rs 31860170 

which shahs decreases in the year process unsecured loans Rs 280065308 interest revised which 

decreased to the proves years 130060579. 
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Cash outflow from the year 2018-19 
 
Table: 4.15 
 

Particulars Amounts 

Purchase of assets 5548560301 

Loss of fixed assets 215381 

Increase sundry debtors 90336881 

Interest paid 22209289 
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Graph: 4.10 
 

 
 
INTERPRETATION  
 

During the year 2018-19 purchase of assets 5548560301, 5548560301 and also loss of fixed 

assess 21538 interest paid 22209280 but increases sundry decors on 90336881. 

 

 

 

 

 

 

 

 

 

 

 
 

Purchase of
assests

Loss of fixed
assets

Increase
sundrydebtors

Interest paid

Series 1 5548560301 215381 90336881 22209289

0

1E+09

2E+09

3E+09

4E+09

5E+09

6E+09
A

xi
s 

Ti
tl

e

Series 1



 
 

70 
 

 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Years Operating profits 

2014-15 3493972194 

2015-16 212973051 

2016-17 437166798 

2017-18 62833243 

2018-19 2411855593 
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Graph: 4.11 

 
 

 
 
 
 
 
 
 
INTERPRETATION  
 
                            The above diagram during the study functions on operating profits. 2014-15 

Hay level profits 3,493,972,194 but 2014-15 to 2018-19 the operating activity are decrease 

2,411,855,593. 
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Ta
ble
:4.1
7 INVESTING ACTIVITIES 
 
 

 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 

Years INVESTING ACTIVITIES 

2014-15 724,333,936 

2015-16 584,613,687 

2016-17 1,621,692,87 

2017-18 206,095,900 

2018-19 54,776,21,639 



 
 

73 
 

Graph: 4.17 
 

 
 
INTERPRETATION  
 
                 The above diagram the investing activate activates are decreased 2010-14. But 2018-

19 the investing activity increased 5, 447, and 7621,639.  
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 FINANCING ACTIVITIES 
Table: 4.12 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Years FINANCING ACTIVITIES 

2014-15 2,770,462,435 

2015-16 496,698,914 

2016-17 245,028,429 

2017-18 0 

2018-19 575,475,435 
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Graph: 4.13 
 

 
 

INTERPRETATION 
 

  The above the financing activity 2014-15 Are increased 2016-17 there is no fencing 

activity but 2014-15 to 2018-19 the financing activity are decreased 575,475,435.  
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TABLE: 4.19 

Comparison between 2014-15 to 2015-16 of cash flow statement 

 For the year 
ended 

For the year 
Ended Increase/ percentage 

PARTICULARS 
2014-15 

Ended 
2015-16 Decrease (%) 

A.CASH FLOW 

FROM OPERATING 

ACTIVITIES Net 

Profit as per Profit & 

Loss Account before 

Prior period 

Adjustments  523,949,524 3,080,388,959 2,556,439,435 83% 

Adjustments for :       

 Depreciation for the 

year 

2,633,922 

4,619,684 1,985,762 133% 

Provision written back       

 Miscellaneous expenses 

written off 

5,067,617 

3,836,265 -1,231,352 -412% 

Waiver of penal interest 1,028,004 - 

  Interest received on 

loans granted 

(401,445,206) 

(531,866,553) -130,421,347 308% 

Interest income on FDs (361,489,692) (229,822,094) 131,667,598 -275% 

Dividend receipt (10,142,000) (6,050,000) 4,092,000 -248% 

Interest expenses 365,500,000 496,698,914 131,198,914 279% 

Loss on sale assets 45,894 - 45,894 100% 

Minor  Assets written 

off 

470,402 

672,609 202,207 233% 

Operating profit 

before changes in 

working capital   

 

127,618,456 

2,818,477,784 2,690,859,328 5% 
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Adjustments for:       

 Increase in inventories (23,004,834,053) (25,505,597,020) -2,500,762,967 920% 

Increase in sundry 

debtors 

(30,519,695) 

(104,607,842) -135,127,537 -23% 

Increase in other current 

assets 

14,256,245 

-13,368,277 -27,624,522 -52% 

Increase in loan & 

advances 

(1,543,217,834) 

(1,653,134,594) -109,916,760 1404% 

Increase in liabilities 

20,598,705,647 -2,746,907,271 

-

23,345,612,918 -88% 

Decrease in provisions 282,979,641 -21,675,358 -304,654,999 -93% 

Cash generated before 

miscellaneous 

expenses & prior 

 

-3,493,972,194 

164,526,192 3,658,498,386 -96% 

period ltems   -   

 Expenses on VRS -3,129,044   3,129,044 -100% 

Prior period adjustment  2,304,867 48,446,859 46,141,992 5% 

NET CASH FLOW 

FROM OPERATING 

ACTIVITIES    A 

 

-3,494,796,371 

212,973,051 3,707,769,422 -94% 

B. CASH FLOW 

FROM INVESTING 

ACTIVITIES  

  

    

 Purchase of Fixed 

Assets 

-5,365,072 

-8,582,725 -3,217,653 167% 

Sale of assets 25,900 86,665 60,765 43% 

Increase in investments -43,403,790 -174,889,000 -131,485,210 33% 

Sale of investments                       - 260100 260100 

 Dividend receipt 10,142,000 6,050,000 -4,092,000 -248% 

Interest received 762,934,898 761,688,647 -1,246,251 -61218% 



 
 

78 
 

NET CASH FLOW 

FROM INVESTING 

ACTIVITIES      B 

 

724,333,936 

584,613,687 -139,720,249 -518% 

C.CASH FLOW 

FROM FINANCING 

ACTIVITIES  

  

    

 Proceeds from 

unsecured loans 

 

                    - - 

  Interest paid                   - -496,698,914 -496,698,914 

 NET CASH FLOW 

FROM FINANCING 

ACTIVITIES     C 

                  - 

-496,698,914 -496,698,914 

 NET CASH FLOW                                              

(A+B+C) 

 

-2,770,462,435 300,887,824 3,071,350,259 -90% 

CASH & CASH 

EQUIVALANTS  AS 

ON  01.04.2014 

 

5,565,383,063 

2,794,920,628 -2,770,462,435 -201% 

CASH & CASH 

EQUIVALANTS  AS 

ON  31.03.2015 2,794,920,628 3,095,808,452 300,887,824 929% 
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TABLE: 4.20 
Comparison between 2015-16 to 2016-17 of cash flow statement 

Particulars 
 For the 

year    For the year   Increse/ 

Perc
enta
ge 

   ended   ended  Decrease (%) 
  2015-16 2016-17 

 
  

  RS  Rs.   
 

  
A. CASH FLOW FROM 
OPERATING ACTIVITIES     

 
  

Net Profit as per Profit and 
Loss Account before Prior period 
Adjustments 

3,080,388,
959 

       
230,075,033  (2,850,313,926) 

-
93% 

Adjustments for :     -   
Depreciation for the year(minor 

assets written off not included) 4,619,684 
          

3,955,922  (663,762) 
-

14% 

Minor Assets Written off 672,609 
             

787,480  114,871 17% 

Depreciation arrears 
                             
- 

             
332,141  

 
  

Miscellaneous Expenses written 
off 3,836,265 

          
3,715,297  (120,968) -3% 

Interest received on Loans & 
advances Granted 

(531,866,5
53) 

      
(411,579,095) (943,445,648) 

-
177
% 

Interest Income on Fixed 
Deposits  

(229,822,0
94) 

        
(78,776,447) (308,598,541) 

-
134
% 

Interest on Debentures   
      

(169,781,720) (169,781,720)   

Dividend Income Received  (6,050,000) 
         

(6,149,000) (12,199,000) 

-
202
% 

Interest Expenses 
496,698,91

4 
       

370,729,567  (125,969,347) 
-

25% 
Loss on sale of Fixed Assets     -   

Operating profit before changes 
in Working Capital 

2,818,477,
784 

        
(56,690,822) (2,875,168,606) 

-
102
% 

      -   
Adjustments for:     

 
  

(Increase)/Decrease in 
Inventories 

(25,505,59
7,020) 

 
(13,651,884,01

8) 
(39,157,481,038

) 

-
154
% 

(Increase)/Decrease in Sundry 104,607,84          (67,633,067) -
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Debtors 2 36,974,775  65% 
(Increase)/Decrease in Other 

Current Assets 13,368,277 
         

19,120,049  5,751,772 43% 

Increase/(Decrease) in Loans 
and Advances 

(1,653,134,
594) 

      
(361,935,913) (2,015,070,507) 

-
122
% 

Increase/ (Decrease) in 
Liabilities 

27,391,338
,770 

  
12,640,967,851  

(14,750,370,919
) 

-
54% 

Increase/ (Decrease) in 
Provisions 

2,746,907,
271 

    
1,047,107,069  (1,699,800,202) 

-
62% 

  21,675,358   (21,675,358) 

-
100
% 

Cash generated before 
Miscellaneous Expenditure & 
Prior period Items 

(164,526,1
92) 

      
(326,341,009) (490,867,201) 

-
298
% 

Miscellaneous Expenditure 
written off  

                            
-                       -    #VALUE!   

Prior Period Adjustment 
(48,446,85

9) 
        

(46,575,789) (95,022,648) 

-
196
% 

Miscellaneous Expenditure 
(ERP)                         -    -   
Net Cash Flow from Operating 
Activity before Income Tax   

      
(372,916,798) (372,916,798)   

Provision for Income Tax   
        

(64,250,000) (64,250,000)   
NET CASH FLOW FROM 
OPERATING ACTIVITIES AFTER 
INCOME TAX 

(212,973,0
51) 

      
(437,166,798) (650,139,849) 

-
305
% 

B. CASH FLOW FROM 
INVESTING ACTIVITIES     -   

Purchase of Fixed Assets 8,582,725 
        

(10,879,046) (19,461,771) 

-
227
% 

Interest on Debentures 
                             
- 

       
169,781,720  169,781,720   

Interest Income on Fixed 
Deposits  

                           
- 

         
78,776,447  78,776,447   

Proceeds from Sale of Fixed 
Assets 

174,889,00
0   (174,889,000) 

-
100
% 

Purchase of Investments 
                           
- 

   
(1,865,521,000

) #VALUE!   
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Proceeds from Sale of 
Investments 

              
2,60,100   

 
  

Dividend Income 
                   
- 

          
6,149,000  6,149,000   

Interest Income 
761,688,64

7                       -    (761,688,647) 

-
100
% 

NET CASH FLOW FROM 
INVESTING ACTIVITIES 

584,613,68
7 

   
(1,621,692,879

) (2,206,306,566) 

-
377
% 

C. CASH FLOW FROM 
FINANCING ACTIVITIES     -   

   Proceeds from Unsecured loans 
                        
- 

       
204,178,901  204,178,901   

Interest received on Loans & 
advances Granted 

                         
- 

       
411,579,095  411,579,095   

Increase/(Decrease) in Loans and 
Advances 

                   
-                       -    

 
  

Increase/(Decrease) in Unsecured 
Loans 

                  
-                       -    

 
  

Interest paid 
496,698,91

4 
      

(370,729,567) (867,428,481) 

-
175
% 

NET CASH (USED IN) / FLOW 
FROM FINANCING ACTIVITIES 

496,698,91
4 

       
245,028,429  (251,670,485) 

-
51% 

NET INCREASE IN CASH AND 
CASH EQUIVALENTS DURING 
THE YEAR 

300,887,82
4 

   
(1,813,831,248

) (2,114,719,072) 

-
703
% 

CASH AND CASH 
EQUIVALANTS AT THE 
BEGINNING OF THE YEAR  

2,794,920,
628 

    
3,095,808,452  300,887,824 11% 

CASH AND CASH 
EQUIVALANTS AT THE END OF 
THE YEAR  

3,095,808,
452 

    
1,281,977,204  (1,813,831,248) 

-
59% 
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TABLE: 4.21Comparison between 2016-17 to 2017-18 of cash flow statement 

Particulars 
For the year 

ended 
For the year 

ended 
Increase/decr
ease 

Percenta
ge (%) 

 
2016-17 2017-18 

  

 
Rs.   Rs.   

  A. CASH FLOW FROM 
OPERATING ACTIVITIES         

Net Profit as per Profit 
and Loss Account before Prior 
period Adjustments 

           
230,075,033  

         
120,871,567  

                   
(109,203,466) -47% 

Adjustments for :     
                                         
-      

Depreciation for the 
year(minor assets written off not 
included) 

               
3,955,922  

            
6,716,151  

                          
2,760,229  70% 

Minor Assets Written off 
                  

787,480  
               

378,131  
                           
(409,349) -52% 

Depreciation arrears 
                  

332,141  
                       
-    

                           
(332,141) -100% 

Miscellaneous Expenses 
written off 

               
3,715,297  

          
13,091,478  

                          
9,376,181  252% 

Interest received on Loans & 
advances Granted 

          
(411,579,095) 

        
(376,541,567) 

                       
35,037,528  -9% 

Interest Income on Fixed 
Deposits  

            
(78,776,447) 

         
(54,009,056) 

                       
24,767,391  -31% 

Interest on Debentures 
          

(169,781,720) 
        

(191,721,469) 
                     
(21,939,749) 13% 

Dividend Income 
Received  

              
(6,149,000) 

              
(239,920) 

                          
5,909,080  -96% 

Interest Expenses 
           

370,729,567  
         

376,541,567  
                          
5,812,000  2% 

Loss on sale of Fixed 
Assets   

                       
-    

                                         
-      

Operating profit before 
changes in Working Capital 

            
(56,690,822) 

        
(104,913,118) 

                     
(48,222,296) 85% 

Adjustments for:     
                                         
-      

(Increase)/Decrease in 
Inventories 

      
(13,651,884,01

8) 

     
(2,505,204,29

3) 

               
11,146,679,72
5  -82% 

(Increase)/Decrease in 
Sundry Debtors 

             
36,974,775  

         
(40,397,659) 

                     
(77,372,434) -209% 

(Increase)/Decrease in 
Other Current Assets 

             
19,120,049  

            
6,023,192  

                     
(13,096,857) -68% 

Increase/(Decrease) in                                      82% 
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Loans and Advances (361,935,913) (657,615,416) (295,679,503) 

Increase/ (Decrease) in 
Liabilities 

       
12,640,967,85

1  

      
2,637,707,45

7  

             
(10,003,260,3
94) -79% 

Increase/ (Decrease) in 
Provisions 

         
1,047,107,069  

         
638,455,357  

                   
(408,651,712) -39% 

Cash generated before 
Miscellaneous Expenditure 
& Prior period Items 

          
(326,341,009) 

         
(25,944,480) 

                     
300,396,529  -92% 

Miscellaneous Expenditure 
written off  

                          
-    

         
(13,091,478) 

                     
(13,091,478)   

Prior Period Adjustment 
            

(46,575,789) 
            

4,014,314  
                       
50,590,103  -109% 

Miscellaneous Expenditure 
(ERP) 

                          
-    

         
(22,861,599) 

                     
(22,861,599)   

Net Cash Flow from 
Operating Activity before 
Income Tax 

          
(372,916,798) 

         
(57,883,243) 

                     
315,033,555  -84% 

Provision for Income Tax 
            

(64,250,000) 
           

(5,000,000) 
                       
59,250,000  -92% 

NET CASH FLOW FROM 
OPERATING ACTIVITIES 
AFTER INCOME TAX 

          
(437,166,798) 

         
(62,883,243) 

                     
374,283,555  -86% 

B. CASH FLOW FROM 
INVESTING ACTIVITIES     

                                         
-      

Purchase of Fixed Assets 
            

(10,879,046) 
         

(25,955,345) 
                     
(15,076,299) 139% 

Interest on Debentures 
           

169,781,720  
         

191,721,469  
                       
21,939,749  13% 

Interest Income on Fixed 
Deposits  

             
78,776,447  

          
54,009,056  

                     
(24,767,391) -31% 

Proceeds from Sale of 
Fixed Assets   

                       
-    

                                         
-      

Purchase of Investments 

     
(1,865,521,000
) 

         
(13,919,200) 

                 
1,851,601,800  -99% 

Proceeds from Sale of 
Investments   

                       
-    

                                         
-      

Dividend Income 
               

6,149,000  
               

239,920  
                       
(5,909,080) -96% 

NET CASH FLOW FROM 
INVESTING ACTIVITIES 

        
(1,621,692,879

) 
         

206,095,900  
                 
1,827,788,779  -113% 

C. CASH FLOW FROM 
FINANCING ACTIVITIES     

                                         
-      
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   Proceeds from Unsecured 
loans 

           
204,178,901  

                       
-    

                   
(204,178,901) -100% 

Interest received on Loans & 
advances Granted 

           
411,579,095  

         
376,541,567  

                     
(35,037,528) -9% 

Increase/(Decrease) in Loans 
and Advances 

                          
-    

        
(376,541,567) 

                   
(376,541,567)   

Increase/(Decrease) in 
Unsecured Loans 

                          
-    

         
376,541,567  

                     
376,541,567    

Interest paid (370,729,567) (376,541,567) (5,812,000) 2% 
NET CASH (USED IN) / 
FLOW FROM FINANCING 
ACTIVITIES 

           
245,028,429  

                       
-    

                   
(245,028,429) -100% 

NET INCREASE IN CASH 
AND CASH EQUIVALENTS 
DURING THE YEAR 

        
(1,813,831,248

) 
         

143,212,657  
                 
1,957,043,905  -108% 

CASH AND CASH 
EQUIVALANTS AT THE 
BEGINNING OF THE YEAR  

         
3,095,808,452  

      
1,281,977,20

4  

               
(1,813,831,24
8) -59% 

CASH AND CASH 
EQUIVALANTS AT THE END 
OF THE YEAR  

         
1,281,977,204  

      
1,425,189,86

1  
                     
143,212,657  11% 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
TABLE:4.22Comparison between 2017-18 to 2018-19 of cash flow statement 
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Particulars 
 
 

  For the year 
 For the 

year   
INCREAS

E 
PERCENTA

GE 

  ended  ended  
DECREAS

E (-) (%) 
  2017-18 2018-19     

    Rs.   Rs.       
A. CASH FLOW FROM 
OPERATING ACTIVITIES     

 
    

Net Profit as per 
Profit and Loss Account 
before Prior period 
Adjustments   

120,871,56
7 45,763,813 75,107,754 161% 

Adjustments for :     
   Depreciation for the 

year(minor assets written 
off not included)   6,716,151 22,209,289 

-
15,493,138 -43% 

Minor Assets Written 
off   378,131 23,600,000 

-
23,221,869 -2% 

Depreciation on sales 
and adjustments                                                                                                                                                 

                       
-    2,227,275 

  prior period 
depreaciation   

 
24,470,660 

-
24,470,660 0% 

Miscellaneous 
Expenses written off   13,091,478 21,328,662 -8,237,184 -159% 

Interest received on 
Loans & advances 
Granted   

376,541,56
7 

130,066,57
9 

246,474,98
8 153% 

Interest Income on 
Fixed Deposits    54,009,056 31,860,170 22,148,886 244% 

provision for doutful 
debts   

    
intrest on advances 

to staff   
 

467,618,14
5 

-
467,618,14

5 0% 
Interest on 

Debentures   
191,721,46

9 
 

191,721,46
9 100% 

Dividend Income 
Received    239,920 36,799,560 

-
36,559,640 -1% 

Interest Expenses   
376,541,56

7 22,209,289 
354,332,27

8 106% 
Loss on sale of Fixed 

Assets   
                       
-    215381 

  Operating profit before 
changes in Working   

104,913,11
8 

600,302,30
1 

-
495,389,18 -21% 
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Capital 3 

      
   Adjustments for:     
   (Increase)/Decrease 

in Inventories   
2,505,204,2

93 0 
2,505,204,2

93 100% 
(Increase)/Decrease 

in Sundry Debtors   40,397,659 90,336,881 
-

49,939,222 -81% 
(Increase)/Decrease 

in Other Current Assets   6,023,192 
 

6,023,192 100% 

(increase)/Decrease 
in unsecured loans    

 

280,065,30
8 

-
280,065,30

8 0% 

Increase/(Decrease) 
in Loans and Advances   

657,615,41
6 

2,924,868,5
13 

-
2,267,253,0

97 -29% 
Increase/ (Decrease) 

in Liabilities   
2,637,707,4

57 
 

2,637,707,4
57 100% 

Increase/ (Decrease) 
in Provisions   

638,455,35
7 

 

638,455,35
7 100% 

      
   Cash generated before 

Miscellaneous 
Expenditure & Prior 
period Items   25,944,480 

2,514,294,6
39 

-
2,488,350,1

59 -1% 
Miscellaneous 

Expenditure written off    13,091,478 21,328,622 -8,237,144 -159% 
Prior Period 

Adjustment   4,014,314 45,763,813 
-

41,749,499 -10% 
Miscellaneous 

Expenditure (ERP)   22,861,599 9,653,389 13,208,210 173% 
Net Cash Flow from 
Operating Activity 
before Income Tax   57,883,243 

2,456,855,5
93 

-
2,398,972,3

50 -2% 
Provision for Income 

Tax   5,000,000 45,000,000 
-

40,000,000 -13% 

      
   NET CASH FLOW FROM 

OPERATING ACTIVITIES 
AFTER INCOME TAX A 62,883,243 

2,411,855,5
93 

-
2,348,972,3

50 -3% 
      

   B. CASH FLOW FROM 
INVESTING ACTIVITIES     

   
Purchase of Fixed 

Assets   25,955,345 
5,548,560,3

01 

-
5,522,604,9

56 122% 
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Interest on 
Debentures   

191,721,46
9 

 

191,721,46
9 100% 

Interest Income on 
Fixed Deposits    54,009,056 31,860,170 22,148,886 244% 

Purchase of 
Investments   13,919,200 

 
13,919,200 100% 

dividend income   239,920 36799560 
-

36,559,640 -1% 
sale of fixed assets   

 
2,278,932 

  
 

    
   

NET CASH FLOW FROM 
INVESTING ACTIVITIES B 

206,095,90
0 

5,477,621,6
39 

-
5,271,525,7

39 -4% 
      

   C. CASH FLOW FROM 
FINANCING ACTIVITIES     

   Interest received on 
Loans & advances 
Granted   

376,541,56
7 

130,066,57
9 

246,474,98
8 153% 

Interest on Advances to 
staff   

 

467,618,14
5 

-
467,618,14

5 0% 
Increase/(Decrease) in 

Loans and Advances   
376,541,56

7 
280,065,30

8 96,476,259 390% 
Increase/(Decrease) in 

Unsecured Loans   
376,541,56

7 
280,065,30

8 96,476,259 390% 

Interest expenses   
376,541,56

7 22,209,289 
354,332,27

8 106% 

      
 

0 #DIV/0! 
NET CASH (USED IN) / 
FLOW FROM 
FINANCING ACTIVITIES C 

                       
-    

575,475,43
5 

        
   NET INCREASE IN 

CASH AND CASH 
EQUIVALENTS DURING 
THE YEAR 

(A+B+
C) 

143,212,65
7 

2,490,290,6
11 

-
2,347,077,9

54 -6% 
CASH AND CASH 
EQUIVALANTS AT THE 
BEGINNING OF THE 
YEAR    

1,281,977,2
04 

 

1,281,977,2
04 100% 

CASH AND CASH 
EQUIVALANTS AT THE 
END OF THE YEAR    

1,425,189,8
61 

2,490,290,6
11 

-
1,065,100,7

50 -134% 
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INTERPRETATION 
 

 The study revels to comparison of 2016-17, the cash flow from operating activates are 

increased 1,813,831,248 to compare to previous year. So the year maintain to good cash 

operation activity. 

 The study revels to comparison of 2017-18, the cash flow from operating activates are 

decreased 143,212,657 to compare to previous year. So the year maintains to low level 

cash operation activity. 

  The study revels to comparison of 2018-19, the cash flow from operating activates are 

increased 2,490,290,611 to compare to previous year. So the year maintain to good cash 

operation activity. 
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FINDINGS 
 

 It is observed that the opening activities of cash flow are satisfactory thought the study 

period. In the year 2015-16 the operating activities of cash flows has POSITIVE but the 

final year i.e.  2018-19 it is positive balance of 104,913,118. 

 

 It is found that investing activities of cash flow of VST industries. is negative the study 

period. Because of increasing the purchase of fixed assets. 

 

 It is observed that the financing activities of cash flows of VST industries. are fluctuated 

because of increased loans from banks & institutions. 

 

 It is find out Net increase in bank &cash balance is satisfactory though out the study period. 

During the year 2017-18 net increase in cash &bank balance is 904.65 lakes. 

 

 The study reveals Net profit of VST industries. Though out the study period is satisfactory 

during the year 2017-18 net profit is very high. i.e. 437,166,798. 

 
 It is obscured the cash inflow operating activates is fluctuating the during the study period 

2018-19. 

 
 The study revels to comparison of 2017-18, the cash flow from operating activates are 

decreased 143,212,657 to compare to previous year. So the year maintains to low level cash 

operation activity. 

 
 

 The above the financing activity 2014-15Are increased 2016-17 there is no fencing activity 

but 2015-2019 the financing activity are decreased 575,475,435. 
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SUGGESTIONS 
 

 It is recommended by using various cost control measures the company has to reduce cost 

of production. 

 

 The operating efficiency should be increased and this can be done in two ways. First VST 

industries. has to concentrate on increasing sales and secondly it has to try and eliminate 

wastage in manufacturing the products. By improving in the two areas it can improve its 

efficiency. 

 

 It is suggested they have to reduce the current liabilities then only can improve their 

business. 

 

 It is suggested the main point the company utilized the reserves in proper way, then 

ultimately to reduce the current liabilities. 

 

 It is suggested The Company has to take proper measures to recollected bad debts. 

 

 It is recommended The Net profit margin ratio is satisfactory in the company of VST 

industries. so it suggested that the company to take necessary steps for improving the net 

profits 

 

 To utilization of existing plant the company has increase the production as well as 

turnovers. 

 It is suggested the company liquidity position is good, the same pattern will be continuing 

in the future. 

 

 The company can take term loans from banks to acquire fixed assets and to expand the 

business. 

 The company can take working capital loans from banks. 

 

 It is advised the company has to prepare strategy for expanding the operations 
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CONCLUSION  

 

The company fixed deposits are raised from the inception, it give the other income i.e. interest on 

fixed deposits. Increasing the fixed assets is very important because of the profits point of view 

the company has to increase the fixed assets. The company under the study of VST industries.the 

cash flow basis during study period 2015 to 2019 have been used effectively in purchasing of 

assets therefore the finical position of the company was in good conditions. In the year 2015 to 

2019 decreased the funds RS 437,166,798. But finical position of the company was in good 

condition and effective maintain cash operating activity. 
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INTRODUCTION 
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INTRODUCTION 

Before we begin first let’s understand the origin of word “Finance". If we trace the 

origin of finance, there is evidence to prove that it is as old as human life on earth. The 

word finance was originally a French word.    In the word 18th century, it was adopted by 

English dictionary. 

Furthermore, the one word cans which can be easily replacing the finance its 

"Exchange”. Finance is nothing but an exchange of available of resources. Finance is not 

restricted only to the exchange and or management of money. A barter system trading is 

also type of finance. 

Finance describes the management, creation and study of money, bank, credit, 

investments assets and liabilities that make up financial systems as well as the study of 

those of financial instruments. Finance is now organized as a branch ofeconomics. 

Some people prefer divide finance in to three categories public finance, corporate 

finance, and personal finance additionally, the study of behavioral finance aims to learn 

about the more human side of a human side of a science considered by a must to be 

highly mathematical. 

Finance is not restricted only to the exchange of and or management of money. 

Thus we can say finance is an art of managing various available resources like money, 

assets, investments, securities etc... 

Hence, finance has now become an organic function and inseparable part of of our 

day-to-day lives. Today, it becomes a word which often encounter on our dailybasis. 
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DEFINITIONS OF FINANCE 

According to Gitman: 

"Finance is concerned with the process institutions, markets and instruments 

and markets involved in the transfer of money among individuals business 

andgovernments". 

According to Scott and Brigham: 

"Finance is concerned with decision aboutmoney or more appropriately cash 

flows". 

 

According to General sense: 

"Finance is the management of money and other valuables, which can be easily 

converted in tocash". 

According to Entrepreneurs: 

"Finance is concerned with cash, it is so, since, and every business transaction 

involves cash directly or indirectly". 

 

According to Academicians: 

"Finance is the procurement of funds and effective utilization of funds. It also 

deals with profits that adequately compensate for the cost and risk borne by 

thebusiness". 

 

According to Experts: 
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"Finance is a simple task providing the necessary funds required by the business 

of entities like companies, firm’s individual and others on the terms that are more 

favorable to achieve objectives". 
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OBJECTIVES OF THE STUDY 

 

 
 To identify the source of funds of the G.S.Alloy Casting Pvt. Ltd. 

 
 To identify the Application of funds of G.S.Alloy Casting Pvt. Ltd. 

 
 To know how the funds are being utilized. 

 
 To suggest a good method of fund al location. 

 
 To examine the feasibility of present system of managing Working 

Capital in theCompany. 

 

 To analyze the financial performance of the Company. 

 
 To offer finding, suggestions and conclusions by the study. 
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NEED  OFTHE STUDY 

 
 To evaluate the present financial position of the c om p a ny . 

 
 To identify various sources and application of finance. 

 
 Determine present flow of funds in the organization. 

 
 To know how efficiently the organization meets its r e q u i r e m e n t s . 

 
 To know whether the organization is sound enough to meet its 

organizational requirements in time or not. 
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METHODOLOGY OF THE STUDY 
 

Research methodology is a way to systematically solve the research 

problem. It may be way to systematically solve studying how research is done 

scientifically. In it we study various steps that are generally adopted by a 

researcher in studying, but also methodology. 

 
There are mainly two types of data sources, they are 

 
1. PrimaryData 

 
2. SecondaryData. 

 
Primary Data 

 
Primary data is which a fresh or new data was collected with help  of  

supervisors, employees electing information with personnel interaction with 

manager and leaders give us needful information 

 
Secondary Data 

 
The data in this study is only secondary data. Which are provided by 

G.S.Alloy CastingPvt.Ltd those are Audited Annual Reports and by using 

variousmethods. 

 
TIME SPAN 

The period of the study is confined to Five years from 2014-15 to 2018-19 

because the period considerably long to comprise all the modernized change in 

the G.S.Alloy Casting Pvt. Ltd. 

It is suggested that the G.S.Alloy CastingPvt.Ltdshould raise the funds to 

the extent required or it should invest all the available long-term funds at a  

higher rate of returns in long-term funds at a higher rate of returns in long term 

investmentsadvances. 
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SCOPE OF THE STUDY 
 

 The scope of the study is spread over for a period of five years i.e. 2014-19 for 

the purpose of evaluating the financial position and data  for the  past five 

years i.e. 2014-19 has been used in order to understand the overall 

performance of G. S. Alloy Casting Pvt. Ltd for the past five  years. 

 The analysis of financial statements communicate useful information to 

interested parties, the analysis highlights the significant facts & relationship 

concerning managerial performance. Corporate efficiency financial strength 

& weakness & also its credit worthiness. 

 In short, the scope of financial performance analysis does not need emphasis to 

the own ness of the enterprise.  

 They reveal its progress as evidence by earning & current financial conditions.         

 The study has been done for a period of 5weeks. 
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LIMITATIONS OF THE STUDY 
 

 The study is mainly based on the secondary data and no primary 

data wasused. 

 
 The study is mainly based restricted to only five years. 

 
 While computing ratios, averages and percentages the figures are 

appropriated to two decimal places. Therefore sometimes the 

total may not exactlytally. 

 
 Funds flow statements and ratio analysis has been taken for the 

study as a tool of financial analysis and no othertechnique is used. 

 
 The study is restricted to financial position of the G.S.Alloy 

CastingPvt.Ltd.
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INDUSTRY PROFILE 

 

 Operating performance is the main drive of competitive of any company. Based on 

the parameter Indian steel industry is much below global standards. Although significant 

improvement has been observed in material, energy and man power productivity, it is not 

in a position to compete with steel majors like PSCO,CS or NUCOR. India is placed in 

eighth position overall among the steel producing countries in the world. 

 Steel industry is becoming more and more competitive with every passing day. 

During the period 1960’s to late 1980’s the steel market used to be dominated by OECD 

(Organization for economic cooperation and development countries). 

 Steel Industry in India is on an upswing because of the strong global and domestic 

demand. India's rapid economic growth and soaring demand by sectors like 

infrastructure, real estate and automobiles, at home and abroad, has put Indian steel 

industry on the global map. According to the latest report by International Iron and Steel 

Institute (IISI). 

 The origin of the modern Indian steel industry can be traced back to 1953 when a 

contract for the construction of an integrated steelworks in Rourkela, Orissa was signed 

between the Indian government and the German companies Fried Krupp und Demag AG. 

The initial plan was an annual capacity of 500,000 tones, but this was subsequently raised 

to 1 million tones. The capacity of Rourkela Steel Plant (RSP), which belongs to the SAIL 

(Steel Authority of India Ltd.) group, is presently about 2 million tones. At a very early 

stage the former USSR and a British consortium also showed an interest in establishing a 

modern steel industry in India. This resulted in the Soviet-aided building of a steel mill 

with a capacity of 1 million tons in Bhilai and the British-backed construction in Durgapur 

of a foundry which also has a million tone capacities. 

 The Indian steel industry is organized in three categories i.e., main producers, 

other major producers and the secondary producers. The main producers and other 
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major producers have integrated steel making facility with plant capacities over 0.5 tm 

and utilize iron ore and coal/gas for production of steel. The main producers are Tata 

Steel, SAIL, and RINL, while the other major producers are ESSAR, ISPAT and JVSL. 

 The secondary sector is dispersed and consists of: (1) Backward linkage from about 

120 sponge iron producers that use iron ore and non-coking coal, providing feedstock for 

steel producers; (2) Approximately 650 mini blast furnaces, electric arc furnaces, 

induction furnaces and energy optimizing furnaces that use iron ore, sponge iron and 

melting scrap to produce steel; and (3) Forward linkage with about 1,200 re-rollers that 

roll out semis into finished steel products for consumer use.  

 

Structural Weaknesses of Indian Steel Industry 

 Although India has modernized its steelmaking considerably, however, nearly 6% 

of its crude steel is still produced using the outdated open-hearth process.  

 Labour productivity in India is still very low. According to an estimate crude steel 

output at the biggest Indian steelmaker is roughly 144 tones per worker per year, 

whereas in Western Europe the figure is around 600 tones.  

 India has to do a lot of catching in the production of stainless steel, which is 

primarily required by the plant and equipment, pharmaceutical and chemical 

industries.  

 Steel production in India is also hampered by power shortages.  

 India is deficient in raw materials required by the steel industry. Iron ore deposits 

are finite and there are problems in mining sufficient amounts of it. India's hard 

coal deposits are of low quality.  
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 Insufficient freight capacity and transport infrastructure impediments too hamper 

the growth of Indian steel industry.  

Strengths of Indian Steel Industry 

 Low labour wage rates  

 Abundance of quality manpower  

 Mature production base  

 Positive stimuli from construction industry  

 Booming automobile industry  

Outlook 

 The outlook for Indian steel industry is very bright. India's lower wages and 

favorable energy prices will continue to promise substantial cost advantages compared to 

production facilities in (Western) Europe or the US. It is also expected that steel industry 

will undergo a process of consolidation since industry players are engaged in an 

unfettered rush for scale. This is evident from the recent acquisition of Corus by Tata. The 

deployment of modern production systems is also enabling Indian steel companies to 

improve the quality of their steel products and thus enhance their export prospects. 
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COMPANY PROFILE 

 

 Established in 1987 G S Alloy Castings developed into one of India’s prominent 

jobbing foundry dedicated to producing superior steel castings ranging from 50 to 27000 

kgs. The company’s steady growth is a reflection of its commitment to customer needs 

and quality. We offer cost effective solutions for the success of our customers. 

Team: 

DESIGNITION    NAME      

Managing Director    G. Prasad Rao 

Executive Director    G. Srinivas Rao 

 

Mission:- 

 To foster the efficient cost accounting system in the organization. 

 To utilize the inventory in the efficient manager and to manufacture machinery 

from it. 

 To retain as one of the most leading manufacturing industry of iron obtained 

inventory. 

Vision: 

 The bottom line is to meet the requirements of the customers and they at 

G.S.Alloy develop products and solutions which suits the modern day demands of the 

customers. Their vision is to provide quality and contemporary information to the 

customers which can help them in furthering their business. Of course, they also keep in 
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mind that the solutions at G.S.Alloy offer can optimize and improve the business process 

of the customers, who would surely take wise decisions for enhancing their horizons. 

 Providing Quality & technology products/services that surpass the expectations of 

the customers in their functionality, usability, reliability, performance, adaptability and 

supportability which help becoming market leaders with upward improvement of 

business performance is part of their vision 

 

 

Quality Policy: 

G.S.Alloy Ltd., shall provide quality products/Services that exceed customer 

expectations in their functionality, usability, reliability, performance, adaptability and 

supportability to achieve market leadership and continual improvement of business 

performance. For this, the Organization shall establish and review Quality Objectives to 

focus on    

 Technology management for building competence 

 Quality improvement 

 Customer education 

 Human Resource Development 

 Customer Support 

 Design and Implementation 

Quality Objectives:    

 Establishment of HRD process to train and nurture employees to realize their 

intrinsic talent 

 100% increase in turn over every year 
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 Improve response time to customer requests. 

 Education of customers in regard to product / technology applications. 

Research &Development: 

G.S.Alloy Castings is a knowledge-driven company. Their continuous investment in R&D 

activities has enabled them to develop innovative processes, products and technologies. 

By pioneering new ways of collecting and managing information and knowledge, they 

have strengthened and extended their R&D activities to diverse areas. The company has 

vast expertise in comprehensive design, development, assembly for diverse interfaces and 

applications from the concept.  

 

Key features: 

G.S.Alloy Castings manufacture quality steel castings upto 

 6,000 kgs. Single piece in unit-I 

 34,000 kgs. Single piece in unit-II 

 

 In G.S ALLOY CASTINGS LTD they believe that the most valuable resource they 

possess is their people. People in the company are very much proud to be FOUNDRY MEN 

in serving Indian engineering industry since 1987. G.S Alloy Castings is not just a gathering 

of highly skilled individuals, but a team.  

The company follows the policy of: 

 Work with team 

 Think with team 

 Live with team 

 Prosper with team & 



 

18 
 

 Build team work 

 

 It is built not only on someone's exceptional skills, but rather on collaboration and 

teamwork. Throughout years of growth, owing to investments into training, scrupulous 

selection procedures, competitive benefits and appealing career possibilities, they 

managed to assemble a mosaic of motivated, loyal and highly skilled professionals.  

  Catering in India & abroad: 

 Cement 

 Mining 

 Sugar 

 Rubber processing 

 Steel plants 

 Power generation 

 Sponge iron 

 Valve industries 
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G.S. ALLOY PRODUCTS:- PROCESS OF MAKING OF A CASTING 

 

1. ESTIMATION 

 

2. PATTERN MAKING 

 

3. MOULDING&CORE MAKING 

 

4. MELTING&POURING 

 

5. HEAT TREATMENT 

 

6. INSPECTION 

 

7. MACHINING 
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8. DISPATCH 
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ESTIMATION AND SUBMISSIONOF QUOTATION 

Received receipt to be studied and estimate according to their requirements and 

then prepare the quotation. This quotation will send to the customer with all details. 

After negotiations made by the customer, if the conditions are acceptable by the 

customer, deliver the order for manufacturing of the product. 

RECEIPT OF CUSTOMER PURCHASER ORDER & CONTRACT REVIEW: 

After receiving the Purchase Order and formal agreement, we should prepare the 

method card for manufacturing the produce: and also gaining of the production of the 

product in correct duration. 

VENDOR FOR PATTERN MAKING 

According to the customer supplied drawing the pattern shop in charge or pattern 

maker himself has to carefully go through and understand the written instructions, 

drawing views and then prepare the pattern. 

PRODUCTION PLANNING 

Production planning is the routing of the Raw-materials i.e. scrap to convert into 

the finished goods i.e. castings. According to availability of raw materials, detailed 

equipments, production runs per tonnage of metal, order priority, finance, manpower, 

and the production may be planned. 

1. PATTERN:  

 A pattern is the replica or modal of the desired costing. 

 It carries and additional allowance to compensate for metal shrinkage  

 It carries the necessary draft to enable its easy to removal from the mould. 

 It carries additional projection, called core points, where cores are to be used. 
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TYPES OF PATTERNS 

a. Solid or single piece pattern. 

b. Two piece or split patter 

c. Multi piece pattern. 

d. Match plate pattern. 

e. Sweep pattern etc 

PATTERN MATERIALS 

 All patterns are subjected to wear due to the ramming and rapping that are 

necessary and the subsequent abrasive action of the sand. 

 Pattern material should settle to with stand this wear and tear depending upon to 

no. of c  

(1)Wood 

(2)Aluminum 

(3)Thermo coal 

PATTERN MAKING PROCESS  

Step-I 

LAYOUT OF PATTERN: 

 The complete construction of a pattern consists of two different stages. The first 

stage is preparing a layout and the next is to shape the different parts. The layout 

preparation consists of measuring, marking and setting out the dimensions on a layout 

board including the allowances. The layout is as follows: 
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SEQUENCE IN PATTERN MAKING: 

1. The layout is studied and the location of the parting line is decided. 

2. From the pattern layout the shape of the pattern is visual lord. 

3. The construction of the pattern is started from the main part of the body. 

4. The different parts are shaped by cutting, providing adequate draft on them. 

5. All the prepared parts are checked finally by placing the over the prepared lay out. 

 

COLOUR CODES OF PATTERS: 

 Patterns are located with certain colures and shades in order to. 

1. Identify quickly the main body of the pattern and the different parts of the 

pattern. 

2. Indicate the type of the metal to be cast. 

3. Identify core prints, loose pieces etc 

4. Visualize the surfaces to be machined etc. 

5. Indian standards, 

 Red  - Un machined area &Mn steel also 

 Yellow  - machined area 

 Block  - Core prints  

 As per British standard  

BLUE IS FOR CARBON STEEL ON STEEL CASTING 

 Loose pieces : Red Strips on yellow base 

 Stop off or supports – black strips on yellow black ground 

 Parting line: Red. 
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2. MOULDING 

MOULD: 

 The prepared sand is packed rigidly around the pattern and when the pattern is 

with drawn a cavity corresponding to the shape of the pattern remains in the sand and is 

known as mould cavity is filled with molten metal it produces a casting of the shape of the 

mould. The process of making mould is called moulding.  

CHARACTERISTICS OF A MOULD: 

 A mould must possess refractoriness to bear the heat of the molten metal. 

 It must possess strength to hold the weight of molten metal. 

 It must produce a minimum amount of mould gases. 

 It should be able to resist the erosive action of he molten metal being pouring. 

 

IN MOULDING PROCESS THEY USE DIFFERENT TYPES OF SANDS: 

Type of sands: 

1. Quarters sand 

2. Silica Sand 

3. Chromate Sand 

4. Zircon sand 

5.      Olivine sand 

TYPE OF MOULD  

1. Green sand mould. 

2. Dry sand mould. 

3. CO2 mould 
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IN G.S ALLOYS USING ONLY CO2 PROCESS ONLY.  

1. GREEN SAND MOULD: 

 Green sand moulds are prepared with retrial mould sands or with mixtures of 

silica sands bonding clay and water. In order to give the casting a green and bright surface 

and to prevent the sand from burning on the face of the mould, a layer of facing sand is 

given surrounding the pattern. 

2. CARBON DI–OXIDE MOULD (CO2 – PROCESS): 

 This process is basically a hardening process for moulds and cores. The sand 

mixture used in this process consists of pure dry silica sand and sodium silicate binder. 

This mixture is rammer a round the pattern in the mould or in the core box for core 

making either manually or by machines. As per packing thee sand carbon-di- oxide gas is 

forced in to the mould or core at a pressure of about 1.5 Kg/ Cm2. The process of forcing 

the gas into the sand mass is called goosing. The passage of carbon –di – oxide through 

the sand containing sodium silicate produces carbonic acid in the aqua’s solution which 

causes rise in the SIO2 – Na2O ratio and the formation of colloidal silica gel. This hardness 

and forms bond between the sand gradients and provides strength to the mould or core. 

 Immediately after gassing the moulds are ready for pouring so the cores for being 

placed in the moulds the gassing process usually taken 15 to 50 second only.  

 

APPLICATIONS: 

1. This process has been widely used for making larger cores and in foundries for 

heavy ferrous castings. 

2. This process is particularly suitable for heavy or thick walled steel castings. 

 Beside steel, carbon – di – oxide process is also employed for producing ores for 

iron, aluminum andcopper base ally casting.  
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CORE 

Core: Cores are sand shapes, which form the contour of a casting that is not molded with 

a pattern. 

Cores must have sufficient hardness as well as strength in both dry and green 

states. Otherwise the core will not be able to support its own weight and withstand the 

force of molten metal. 

Core sands: In G S Alloy Castings, the following sands are using for making cores Silica 

sand, Zircon, Olivine, Quartz sand, Chromate Sand 

Core Sand properties: 

 Hot strength, Green strength, collapsibility, Core density, Refractoriness, 

Response to core making. Core Hardness, Permeability 

CORE BINDERS 

 Core binders serve to hold the sand grains together and impart strength, 

resistance to erosion and to breakage and degree of collapsibility. 

CORE MAKING 

The following steps are involved in core making: 

1. First some amount of facing sand sprayed in the entire area of the core pattern. 

It gives good surface finish to core. 

2. Core sand is placed in the loose to the required level and sufficient ramming is 

given. 

3. Wires and rods are placed in the boy, to give handling strength, the molding 

sand placed again and proper ramming is given. 

 



 

29 
 

TYPES OF CORES 

The cores used in foundries are typed according to their shape and their position 

in the mould. The types: 

Horizontal core, Vertical cores, Stock cores, Balanced cores, Cover cores, Hanging 

cores, Wing cores and Ram-up cores. 

 

CORE COATINGS 

Core coatings may be applied as liquids by spraying, dipping or brushing and as 

solids by dusting. Core coatings for steels casting work are largely based on silica flour, 

magnetite, or chrome ore as the refractory materials; core coatings for cast iron castings 

make the use of refractoriness of graphite. 

4. MELTING. 

 

They are using induce tothermo Dual track system, and rated capacities of 12 MT + 

15 MT, 5 MT, 2.5 MT, 1 MT, 0.5 MT. The total amount of liquid metal per heat is 34 MT 

and single piece casting poured so far as 16.5 MT. Both Top pouring ladles of 5 ton, 2 Y2 

and 1 ton and bottom pouring ladles of 15 MT, 12 MT, 20 MT, 35 Mt. Immersion 

pyrometer, and radiation pyrometers are used for measuring the temperature of molten 

metal. Oil fired ladle, pre-heated to maintain the ladle temperature at 600 deg.C 
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HEAT TREATMENT CYCLE / PROCESS 

 

 Casting will be heat treated as per the customer’s specification if customer 

specification insists for a particular heat treatment cycle, which shall be followed. 

 If customers specification doesn’t insists for a specific heat treatment cycle, the 

heat treatment cycle will be selected keeping in view of mechanical properties to 

be achieved and desired microstructure. 

 Heat treatment temperature, cooling medium will be selected depending upon 

material type, grade, mechanical properties to be achieved, material specification 

and required grain. 

 Soaking time will be selected depending up on the casting material and section 

thickness. Usually soaking time will be one hour for every 25mm thickness of 

casting from exposed surface to heat. For calculating soaking time maximum 

section thickness of the casting will be taken into consideration. 
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HEAT-TREATMENT 

 

SI. 

NO 

Process Temp C Soaking Time Cooling Media 

1. 

 

Homogenizing 900-950 3 Hours 

 Upto 

35*CF/L.Cool 

2. 

 

Normalizing 900-950 5 Hours Air Cool 

3. 

 

Annealing 900-950 3 Hours F/L Cool 

4. Tempering 550-650 FLOW HT Los 

Shut 

Air Cool 

5. 

 

Annealing 900-950 FLOW HT Los 

Shut 

Forced air 

 

QUENCHING: 

 A proper quenching is necessary to effectively harden the component without 

imparting any injurious effect. 

 The selection of quenching medium is governed by the type of steel, mass and 

design of the component. 
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 The quenching medium should be capable enough to produce the desired cooling 

rate i.e. to get maximum coversine of marten site from austenite. At the same ime 

the severity of quenching should not be unnecessarily high. Usually plain cardoon 

and alloy steels may be oiled quenched which is less severe. 

 Quenching should be accompanied with vigorous stirring of the component with in 

the quenching medium to avid insulting blanked formation around the 

component. 

 Usually, there should not be nay delay in quenching the component after heating 

and that way the quenching tank should beneath to the heating furnace. 

 The design of the component for hardening is   very important and is be should 

such that temperature gradient during quenching is less Accordingly there should 

not be a by sharp angles and corners within the component an wherever possible 

abrupt changes in section should be avoided.  Hardening can be simplified by 

rounding off changes corners and givieda good degree of radius of curvature to 

angles particularly those or reentrant type or by filleting, these without sacrificing 

the basic design of course in some cases the heavier section may have drilled holes 

to give greater uniformity of cooling (see drawings stating proper designs) 

 Articles composed of heavy and thin section must be immersed in the quenching 

both with their heavy part first. 

 Long, slender articles such as bits, screw taps, rammers and springs must be 

immersed strictly vertically on the, will warp 

 Thin flat disc sand disc milling cutters must be always be immersed edgewise or 

special Fixtures/ demos may be used. 

 Articles having concave surface impression should be immersed .In quenching tank 

with concave surface up otherwise entrapped vaporbasket will prevent hardening 

of the part. 

 CLEANING OPERATION AND EQUIPMENT: 

The series of operations in the cleaning department may be classified as follows: 
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1) Surface cleaning, exterior and interior or casting 

2) Trimming, the removal of fins, wires and protuberances at gate and riser locations: 

3) Finishing, final surface cleaning, giving the casting its outward appearance. 

SURFACE CLEANING: 

 SURFACE Cleaning operations ordinarily follow the removal of gates and risers. 

However, surface cleaning may facilitate gate removal. For instance, elimination of sand 

from the casting favors sawing and torch cutting so that surface cleaning may be done 

before the gate removal in the case of non-ferrous alloys and sometimes steel. When 

flogging is used in steel or C.I .it is easier to perform the surface cleaning after gate 

removal. One of the surface cleaning methods is shot blasting 

TRIMMING: 

Either after, before, or during the initial surface cleaning, the casting sare trimmed 

to remove fins, gate and riser pads protruding beyond the casting surface, chaplets, wires, 

parting line flash, or other appeared damages to the casting which are not a part of its 

final dimensions. 

CHIPPING: 

Pneumatic chipping hammers may be used to remove fins, gate and riser pads, 

wires, etc., and to remove corers. A variety of hammer and chisel sizes are used for 

various casting alloys. 

GRINDING: 

Grinding or “Snagging” of castings is practices to remove excess metal. Two 

principal types of grinders are employed for these purposes: portable grinders, and swing 
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frame grinders. In addition, specialized machines such as disk grinders, Betts, and cutoffs 

may be used. 

 

VISUAL INSPECTION: 

Certain types of casting defects are immediately oblivious upon visual examination 

of casting cracked castings, tears, dirt, blow holes, scabs, metal penetration, severe shifts, 

run outs, poured short, swells or strains, cracked mould or cores and numerous other 

defects can be identified by the inspector. Casting defects of this type are usually 

associated with defective moulds, cores, their materials of construction. flask equipment, 

the operations of molding and core making, and the rest of the factors in making and 

pouring the mould. 

DIMENSIONAL INSPECTION: 

Dimensional inspection of castings involves the principles of gauging as it is 

applied to my machine elements. Surface plates, height and depth gauges, layout tables, 

dividing heads, go and no-go gauges, snap and plug gauges, templates, dies contour 

gauges, etc. as used in slandered layout and inspection procedures may be applied to 

castings.  

 

Careers: 

 They believe that their main strength is their PEOPLE. They are their assets and 

they are the ones who make them realize their vision.  

 The present business scenario is highly competitive and technological advances 

are making this environment more and more competitive thus making each individual to 

motivate himself to a higher level of performance. For this, they provide an able and 
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positive environment that motivates their employees and facilitate their success thus 

ensuring them. 

 They believe in continuous education to their employees and they strive to 

provide the best training facilities which enable them to develop not only in their 

professional lives but in their individual lives as well. 

 G.S.CASTINGS firmly believes that the success of the company is the sum total of 

the efforts and capabilities of their team members. They constantly strive to align people 

to their core value proposition and core values, promote career development, and seek 

two-way feedback through informal and formal means 

  A career at G.S.CASTINGS means 

 Opportunity to learn & grow continuously. 

 Opportunity to become a domain expert. 

 Opportunity to work on latest technologies. 

 Challenging assignments 

 A world class working environment. 

 …. Along with an excellent rewards.  
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SWOT ANALYSIS 

Strength: 

 Effective communication 

 Online growth   

 Loyal customers  

 Strong brand equity 

 Strong management team 

 Strong financial position 

 Pricing 

Weakness: 

 Diseconomies to scale 

 Low R&D 

 No online presence 

 Not diversified 

Opportunity: 

 Acquisition 

 Financial markets (raise money through debt, etc.) 

 Online 

 Product and services expansion 

 Take over’s 

Threats: 

 Competition 

 Cheaper technology 

 External changes(government ,politics, taxes, etc) 

 Maturing categories, products, or services 
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THEORETICAL FRAMEWORK 
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INTRODUCTION TO FINANCIALMANAGEMENT 

 Finance management refers to the efficient and effective management of money in 

such a manner as to accomplish the objectives   of the organization. It is specified function 

directly associated with the    topmanagement. 

 The significance of this function is not seen in the "line" but also in the capacity of 

staff in over all of a company. It has been defined different experts in the field. The term 

typically applies to an organization or financial strategy, while personal finance or life 

management refers to to an individual management strategy. 

Financial management includes how to raise the capital budgeting and 

includes how to allocate the capital ,i.e.; capital budgeting not only for long term 

budgeting but also how to allocate the short term term resources like current liabilities it 

also deals with the dividend policy of the share holders. 

The management refers to planning, organization, coordination and control 

of human activities and physical resources for achieving the objectives of an enterprise. 

so finance is the prevote around which the whole business operations clusters. 

Financial management uses of a business are specular in a nature the type & 

amount of funds required usually differs from one business to another for instance, if the 

size if business is large likewise the financial requirements are in manufacturingbusiness. 

The business needs funds for long period to be invested a short period so based 

on the period for which the funds are required the business. The finance most of the 

financial business operations of enterprise this result economics it performed in all firms 

business homes , irrespective of their sizes, legal forms oforganizations. 
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DEFINITIONS OF FINANCIAL MANAGEMENT 

 

"Planning is an in extricable dimension of financial management the financial 

management can notes that funds flows are directed according to same plan".           

-James vanhome 

"Financial management is that activity of management which is 

concerned with the planning, procuring, and controlling of the firm's financial 

resources".     -Deepika& MayaRani. 

"Financial management is the operational activity of a business that is 

responsible for obtaining and effectively utilizing the funds necessary for 

efficient operation".               -JosephMassie. 

"Financial management of the planning and control of function to   

thefinancialfunction".     -K.D. Willson. 

"Financial management deals primarily with rising administration 

and disbursing funds by privately owned business unit’s operations in the non 

fields of industry".        -KuldeepRoy. 

"Financial management can be broadly defined as the activity 

concerned with planning, rising controlling and administering of funds and in the 

business".           -H.G.Gathman. 

"Financial management is an area of financial decision making, 

harmonizing   individual’s   motives   and   enterprise   goals   of   thecompany". 

-Weston & Brigham. 

"Financial management is the application of the planning  and  

control function of the financial functions as the position of the money as the 

time it is required or wanted finance is the prevote around which the whole 

business".        -F.W.Fish. 
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OBJECTIVES OF FINANCIAL MANAGEMENT 

1. ProfitMaximization. 

2. WealthMaximization. 

3. ReturnMaximization 

1. ProfitMaximization: 

Maximization of profits generally regarded as the main objective of a 

business enterprise. Each company collects the finance by way of issues of 

shares in the hope of getting medium profits out of its available resources. If a 

company fails to distribute higher dividend, the people will not be keen to invest. 

 

2. WealthMaximization: 

Frequently maximization of profits is regarded as the inclusive a goal 

of as that of maximizing its value is represented by the market price of the 

ordinary share over the long run means on concededly long period in order     

raise the market price of shares over the short run at the expense of the long term 

bytemporarily. 

 

3. ReturnMaximization: 

The financial management is to be safeguard the economic interest    

of the persons who are directly or indirectly connected with company i.e.; share 

holders, creditors and employees. The all such interested parties must get the 

maximum return for their contributions but this possible only when the earns 

profits or sufficient profits to discharge its obligation to them. Therefore, the goal 

of maximization of returns are inter related. 
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Firms create manufacturing capacities for production of goods: some provide services 

to consumers. They sell their goods or services to earn profit. They raise funds to 

acquire manufacturing and other facilities.  Thus, the three most important activities 

of a business firm are; finance, production and marketing. A firm secures whatever 

capital it needs and employees it (finance activity) in activities which generate returns 

on invested capital and marketingactivities. 

Functions of Financial Management:- 

The financial functions can be divided into four broad   categories: 

 Investment decisions. 
 

 Financing decisions. 
 

 Dividend decisions. 
 

 Liquidity decisions. 
 

1. InvestmentDecision:- 

Investment decision or capital budgeting involves thedecision of 

allocation of capital or commitment of funds to long-term assets, which would 

yield, benefits in future. It’s one very significant aspect is the task of measuring 

the prospective profitability of new investments. Future benefits are difficult to 

measure and cannot be predicted with certainty. 

2. FinancingDecision:- 

Financing decision is the second important function to be performed by 

the financial manager. Broadly, he must decide when, where and  how  to  

acquire funds to meet the firm’s investment needs. The central issue before him  

is to determine the proportion of equity and debt. The mix of debt and equity is 

knownasthefirm’scapitalstructure.Thefirm’scapitalstructureisconsider 

to be optimum when the market value of shares is  maximized. 
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3. DividendDecision:- 

Dividend decision is the third major financial decision. The financial 

manager must decide whether the firm should distribute a portion and retain the 

balance. Like the debt policy, the dividend policy should be determined in terms 

of impact on the shareholder’s value. The optimum dividend policy is one, which 

maximizes the market value of the firm’s shar es . 

4. LiquidityDecision:- 

Current assets management, which affects a firm’s liquidity, is an 

important finance function. Current assets should be managed efficiently for safe 

guarding the firm against the dangers of liquidity and insolvency. Investment in 

current assets affects firm’s profitability, liquidity and insolvency. Investment in 

current assets affects firm’s profitability, liquidity and risk. A conflict exists 

between profitability and liquidity while managing currentassets. 

Financial analysis is the process of identifying the financial strengths and 

weaknesses of the firm. It is done by establishing relationships between the items 

of financial statements viz., balance sheet and profit and loss account. Financial 

analysis can be undertaken by management of the firm or by parties outside the 

firm viz., owner’s creditors, investors and others. 
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Financial StatementAnalysis:- 

Financial statements are prepared primarily for decision making. They 

play a dominant role in setting the frame work of managerial decision. But the 

information provided in the financial statements is not an end in itself as no 

meaningful conclusions can be drawn from these statements alone.  However,  

the information provided in the financial statements is of immense use  in  

making decisions through analysis and interpretation of financial statements. 

Financial analysis is ‘the process of identifying the financial strengths 

and weakness of the firm by properly establishing relationship between the items 

of the balance sheet and the profit and loss amount. There are various methods or 

techniques used in analyzing financial statements, such as comparative 

statements, trend analysis, common-size statements, schedule of changes in 

working capital, funds flow and analysis, cost volume profit analysis and 

ratioanalysis. 

Meaning of Financial StatementAnalysis:- 

The term financial analysis also known as analysis  and interpretation  

of financial statements, refers to the process of determine financial strength and 

weakness of the firm by establishing strategic relationship between the items of 

the balance sheet, profit and loss account and oilier operative data. 

In the words of ‘Myers’,” financial statements analysis  is  largely  

study of relationship among the various financial factors in a business as 

disclosed by a single- set of statements and study of the trend of these  factors    

as shown in a series ofstatements”. 

The analysis and interpretation of financial statements is essential to 

bring out the mystery behind the figures in financial statements. 

Definition of Financial Statement Analysis:- According to Myers:- 

“Financial Statements Analysis is largely a study of relationship 

 among the various financial factors in a business as disclosed by a single set      

of the trend of these factors as shown in a series of  statements”. 
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According to Kennedy and  Muller:- 

“The analysis and interpretations of financial statements reveal each and 

every aspect regarding the well-being financial soundness, operational efficiency 

and creditworthiness of the concerned” 

Methods of Financial Statement  Analysis:- 

The analysis and interpretation of financial statement is used to 

determine the financial position and results of operations as well. A number of 

methods or devices are used to study the relationship between different 

statements. An effort is made to use those devices, which clearly analyze the 

position of the enterprise. The following methods of analysis are generally used: 

 ComparativeStatements. 

 TrendAnalysis. 

 Common sizestatements. 

 Funds flowstatements. 

 Cash flowstatement. 

 RatioAnalysis. 

 Comparative Statements:- 

The comparative financial statements are statements of the financial 

position at different periods of time. The elements of financial position are 

shown in a comparative form so as to give an idea of financial position at two    

or more periods. Any statements prepared in a comparative term will be covered 

in comparative statements. From practical point of view, generally two financial 

statements (balance sheet and income statement) are prepared in comparative 

form for financial analysis purposes . 

Not only the comparison of the figures of two periods but also be 

relationship between balance sheet and income statement enables an in-depth 

study of financial position a cooperative results.  The comparativestatement 
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May show: 

 Absolute Figures (RupeeAmounts) 

 Changes in absolute figures i.e., increase (or) decrease in absolute 

figures. 

 Absolute data in terms of percentages. 
 

 Comparative Income Statement:- 

The income statement gives the results of the operation of a business. 

The comparative income statement gives an idea of the progress of a business 

over a period of time. The changes in absolute data in money values and 

percentages can be determined to analyze the profitability of the business. Like 

comparative balance sheet, income statement also has four columns. First two 

columns give figures of various items for two years. Third and fourth columns 

are used to show increase is decrease in figures in absolute amounts and 

percentagesrespectively. 

  Comparative Balance Sheet:- 

The comparative balance sheet analysis is the study of the trend of    

the same items,  group of items and computed items in  two or more balance  

sheet of the same business enterprise on different dates. The changes in periodic 

balance sheet items reflect the conduct of a business. The changes can be 

observed by comparison of the balance sheet at the beginning and at the end of a 

period and these changes can help in forming an opinion about the progress of an 

enterprise. The comparative balance sheet has two columns for the data of 

original valance sheets. A third column is used it show increases in figures. The 
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fourth column may be added for giving percentages of increases 

decreases. The balance sheet shows the financial condition of a business at a 

given point of time. 

 Common- Size Statement:- 

The common size statements, balance sheet and income statement are 

shown in analytical percentages. The figures are shown as percentages of total 

assets, total liabilities and total sales. The total assets ate taken as 100 and 

different assets are expressed as a percentage of the total. Similarly various 

liabilities are taken as a part of total liabilities. These statements are also known 

as component percentage or 100 percent statement because every individual item 

is stand as a percentage of the total 100.  The short-comings in comparative 

statements and tend percentages where changes in items could not be compared 

with the totals have been covered up. The analyst is able to assess the figures in 

relation to total values. 

 

 Common Size Income Statement:- 

An income statement in which each account is expressed as a 

percentages of the value of sales. This type of financial statement can be used    

to allow for easy analysis between companies or between time periods of a 

company. 

 Common Size Balance Sheet:- 
A company balance sheet that displays all items as percentages of a common base 

figure. This type of financial statement can be used to allow for easy analysis 
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between companies or between time periods ofa company  

 Cash Flow Statement:- 

Cash flow is of vital importance to the financial management. It is an essential 

tool of financial analysis for short-term planning. The chief advantages of cash 

flow statement are as f o l l o w s :- 

 Since cash flow statement is based on the cash basis of accounting, it is 

very useful in the evaluation of cash position of a firm. 

 A projected cash flow statement can be prepared in order to know the 

future cash position of a concern so as to enable a firm to plan and 

coordinate its financial operations properly. By  preparing  this  

statement, a firm can come to know as to how much cash will be 

generated into the firm and how much cash will be needed to make 

various payments and hence the firm can well plan to arrange for the 

future requirements ofcash. 

 Cash flow statement helps in planning the repayment of loans, 

replacement of fixed assets and other similar long-term planning of cash. 

It is also significant of capital budgeting dec is io ns. 

 Trend Analysis:- 

The financial statements may be analyzed by computing trends of series of 

information; this method determines the direction upwards     of downwards and 

involves the computation of the percentage relationship that each statement item 

bears to the same item in base year. The information for a number of years is 

taken rp and one year, generally the first year, is taken as a bade year. The 

figures of the base year are taken as 100 and trend ratios for other years are 

calculated on the bases of base year.  The analyst is able to see the trend of 

figures, whether upward or do wnw ar d . 

 RatioAnalysis:- 

One of the techniques of analysis of financial statements is to calculate ratios. 

Ratio is the numerical or an arithmetical relationship between two figures.  It is 

expressed when one figure is divided by another.   If 
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4000 is divided by 10,000 the ration can be expressed as 4 or 2:5 or 4 0 %. 
 

Absolute figures are valuable but they standing alone convey no meaning 

unless compared with another. Accounting ration inter- relationships, which exist 

among various accounting data? When relationships among various accounting 

data supplied by financial statements are worked out, they are known as 

accounting ratios. 

Classification of Ratios:- 

Ratios may be classified in a number of ways keeping in view the particular 

purpose. Ratios indicating profitability are calculated on the basis of the profit 

and loss account, those indicating financial position are computed on the basis of 

the balance sheet  and  those  which  operating efficiency or productivity or 

effective use of resources  are  calculate  on  the basis of figures in the profit and 

loss account and the balance  sheet. 

This classification is rather crude and unsuitable to determine the profitability 

and financial position of the business. To achiever  this purpose effectively ratios 

may be classified as: 

 

 

 ProfitabilityRatios:- 

Profitability Ratios are of outmost importance for a concern; these ratios 

are calculated to enlighten the end results of business activities, which is the sole 

criterion of the overall efficiency of a business c o nc e r n . 

 Gross profit margin ratio. 

 Net profit margin ratio 
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 Turnover (Performance or Activity) Ratios:- 

These ratios are very important for a concern to judge how well  

facilities at the disposal of the concern are being used or to ratios are usually 

calculated on the basis of sales or cost of sales and are expressed in integers 

rather than as percentage. Such ratios should be calculated separately for each 

type of asset. Higher the turnover ratio, the profitability and use of capital or 

resources will be. The following are the important turnover ratios usually 

calculated by aconcern 

 Inventory turn over ratio. 

 Inventory holding period. 

 LiquidityRatios:- 

These ratios are calculated to judge the financial position of the 

concern from long-term as well as short-term solvency point of view. The 

following are the ratios, which are calculated in the r e s p e c t . 

 Current ratio. 

 Quick ratio. 

 LeverageRatios:- 

Leverage Ratios to an increased means of accomplishing some purpose. In 

financial management it refers to employment of funds to accelerate rate of 

return to owners. It may be favorable or unfavorable. An unfavorable leverage 

exists if the rate of return remains to however. It can be used as a tool of 

financial planning by the finance  manager. 

 Debt ratio. 

 Debt equity ratio. 
 
 

Significant technique of financial analysis is ‘Funds Flow Analysis’.  It is 

designed to highlight changes in the financial conditions of a business concern 

between two points of time which generally conform to beginning and ending 

financial statement dates.  Funds flow statement is also termed as a  
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statement of sources and applications of Funds’, ‘statement of changes in 

working capital, ‘statement of changes in Financial Position’, ‘statement  of 

Funds supplied and Applied’, ‘statement of Funds Generated and Expended’, 

‘where got and where gone statement’, funds statement. 

Although financial statements supply useful information to the 

management and describe the nature of changes ownership as a result of the 

period’s productive and commercial activities, these  statements fail to mirror   

the funds changes that have taken place over a given time span.  They do not  

spell out the movements of funds. It is more important to describe the sources 

from which additional funds sere derived and the uses to  which  these funds 

were put, because the ultimate success of a business enterprise depends on  

where got and where gone situations. The funds flow statement is, therefore, 

prepared to uncover the information which the financial statements fail to 

describeclearly.The Funds Flow Statement is a statement which shows the 

movement of funds and is a report of the financial operations of the business 

undertaking. It indicates various means by which funds were obtained during a  

particular  period and the ways in which these funds were employed.   In simple 

words, it   is a statement of sources and applications of funds. 

Meaning and Concept ofFunds: 

The term ‘funds’ has been defined in a number of  ways. 

(a) In a narrow sense: It means cash only and a funds flow statement 

prepared on this basis is called a cash flow statement. Such a statement 

enumerates net effects of the various business transactions on cash and 

takes into account receipts and disbursements of cash. 

(b) In a broader sense: The term ‘funds’ refers to money values  in  

whatever form it may exist. Here ‘funds’ means all financial resources, 

used in a business whether in the form of men, material, money, 

machinery andothers. 

(c) In a popular sense: The Term ‘funds’ means working capital, i.e., the 

excess  of  Current  Assets  over  current  liabilities.   The  workingcapital 
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concept of funds has emerged due to the fact that total resources of a 

business are invested partly in fixed assets in the form of fixed capital  

and partly kept in form of liquid or near liquid form as working  capital. 

The narrower concept of ‘funds’, i.e., cash or working capital concept, fails  

to reveal the changes in the total financial resources of a business. Some 

significant items, such as purchase of building in exchange of shares or 

payment of bonus in the form of shares,   which do not  directly affect cash   

or willing capital are not revealed from the analysis based  on  these  

concepts. However, the concept of funds as working capital is the most 

popular. 

Meaning and Concept of ‘Flow of  Funds’: 

The term ‘flow’ means movement and includes both ‘inflow’ and 

‘outflow’. The term ‘flow of funds’  means  transfer of  economic  values 

from one asset of equity to another.  Flow to funds is said to have taken   

place when any transaction makes changes in the amount of funds available 

before happening of the  transaction.  If the  effect of transaction  results  in 

the increase of funds, it is called as source of funds and if it results in the 

decrease of funds, it is known as an application of funds. 

Rule: 

The flow of funds occurs when a transaction changes on the one hand a 

non-current account and on the other a current account and  vice-versa. 

When a change in a non-current account e.g., fixed assets, long-term 

liabilities, reserves and surplus, fictitious assets, etc., is followed  by  a  

change in another non-current account, it does not amount to flow of funds. 

This is because of the fact that in such cases neither the working capital 

increases not decreases. In simple language, funds move when a transaction 

affects: 

A Current assets and a fixed asset, or 

i. A Fixed and current liability,or 

ii. A Current assets and a fixed liability, or 
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iii. A fixed liability and current liability 

 
And funds do not move when the transaction affects fixed assets and fixed 

liability or current assets and current liabilities. 

The following are the definitions of funds flow statement: 

R.N. Anthony:   "The funds  flow  statement  describes  the  sources   

from which additional funds were derived and the uses to which these funds  

wereput. 

R. A. Foulk: “A statement of sources and applications of funds is a 

technical devise designed to analysis the changes in  the financial conditions of   

a business between two dates”. 

Big man: “It is a statement which highlights the underlying financial 

movements and explains the changes of working capital from one point of time 

to another”. 

Thus funds flow statement is a report which summarizes the events  

taking place between the two accounting periods. It spells out the sources from 

which funds were derived and the uses to which these funds were put. This 

statement is essentially derived from an analysis of the changes that have 

occurred in assets and liabilities items between two balances sheet  dates. 

 
Objectives of financial analysis: 

Analysis of financial statements may be made for a particular purpose in 

view. However, the following are generally considered to be the objectives   

of financial analysis. 

1. To find out the financial stability and soundness of the business 

enterprise. 

2. To assess and evaluate the earning capacity of the business 

 
3. To estimate and evaluate the fixed assets stock … etc of the concern. 

 
4. To estimate and determine the possibilities of future growth of business. 
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5. To assess and evaluate the firm’s capacity and ability  to  repay  short- 

term and long term loans. 

Parties interested in financial analysis: 

The analysis and interpretation of financial statements is an important 

accounting activity. The end users of business  financial  statements  are 

interested these statements primarily as an aid to determine the  financial  

position and the results of the operations. There are  different parties  interested  

in the financial analysis of these statements. But their aim and objectives of 

analysis differ significantly. The users of financial statements can be  divided  

into two broad groups; (i) internal users and (ii) external users. 

I. Internal users: 

1. Financial executives: The  first  party  interested  in   the financial 

statement analysis is the financial department of the company itself. This 

analysis helps the finance manager to have a deep insight into the financial 

condition of the enterprise. This analysis helps him in taking appropriate 

decisions from future point of view. 

I. Top management: The top management of the concern is also 

interested in the analysis of financial statements. It helps them in 

reaching conclusion on the following. 

a) Is the firm in a position to meet its current obligations? 

 
b) How efficiently does the firm use its assets? 

 
c) Are the earnings of the firm adequate? 
d) Do investors consider the firm as profitable and safe for the purpose   

of investing their money in its shares? 

II. External users: 
Investors: Those who are interested  in  buying  the  shares  of  a  

company are naturally interested in the financial  statements  to  know 

how  safe  the  investment  already  made  is  and  how  safe  theproposed 



 

54 
 

 

investment will be. 

1. Creditors: Lenders are interested  to  know  whether  their  loan,  

principal and interest, will be paid when due suppliers  and  other  

creditors and also interested to know the ability of the firm to pay their 

dues intime. 

2. Workers: In our country, workers are entitled to payment of  bonus  

which depends on the size of profit earned. Hence, they would like to be 

satisfied that the bonus being paid to them is correct.  This knowledge  

also helps them in conducting negotiations for wages. 

3. Customers: They are  also  concerned  with  the  stability  and 

profitability of the enterprise. They may be interested in knowing the 

financial strength of the company to take further decision relating to 

purchase ofgoods. 

4. Government: Financial analysis helps governments in determining tax 

liability. This also helps government knows the role and status  of  

industry in general and companies in particular for framing macro- 

economicpolicies. 

5. Public: The public at large is interested in the functioning of the 

enterprise because it may make a substantial contribution to the local 

economy in many ways including the number of people employed and 

their patronage to local suppliers. 

6. Researches: The financial statements being a mirror of business 

conditions, is of great interest to scholars undertaking research in 

accounting theory as well as business affairs and practices. 
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Significance of Funds Flow Statement: 

The funds flow statement is an important tool of financial analysis. The utility 
of the funds flow statement items from the fact that it enables  management,  
shareholders,  investors,  creditors  and  other  interested  in     the 

enterprise to evaluate the uses of financial policies of the  management. 

i. Decisions relating tofinancing: 
 

With the people of the funds flow statement the analyst can evaluate 

the financing patterns of the enterprise. An analysis of the major sources 

of funds in the past reveals what portion of the growth was financed 

internally and what portionexternally. 

 

ii. Decision oncapitalization: 
 

The funds flow statement serves as handmaid to the finance 

manager in deciding the make up of capitalizations. Estimated uses of 

funds for new fixed assets working capital, dividend, and repayment of 

debt are made for each of several future years. 

 
iii. Reveals the reasons for financial difficulties: 

 
The funds flow statement reveals clearly the cause for the financial 

difficulties of the company. The difficulties may be due to improper mix 

of short and long term sources, un necessary accumulation of inventory   

of fixed assets etc., These can be found out by a careful  study of the  

funds flowstatement. 

iv. Othersuse: 
 

Funds Flow Statement is useful to the management in following 

cases. 

a) Estimating the amount of funds needed for growth; 

b) Improving the rate of income on assets; 
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c) Planning the temporary investment of idle funds; 

d) Securing additional working capital when needed ; 

e) Securing economies in the  centralized management  of  cash in 

organisation whose management is decentralized; 

f) Planning the payment of dividend to shareholders and interest to 

creditor and 

g) Lasting the effects of insufficient cash balance. 

Useful as control device: 

The funds flow statement also serves as a control device in that the 

statement compared with the budgeted figures will show to  what extent the  

funds were put to use according to plan. This enables the finance managers to 

find out deviation from the planned course of action and take remedial steps to 

correct thedeviations. 

Useful to the externalparties: 

The outside parties can have a clear knowledge about the financial 

policies that the company has persuade. In the light of the information so 

supplied by the statement the outsiders can decide whether or not to invest in   

the enterprise and on what terms funds have to be invested.. He can detect 

imbalances in the issue of funds and undertake remedial a c t i o n s . 

Thus, the funds statement draws the attention of finance manager to 

problems which call for detailed analysis and immediate action. In view of    

these funds flow statement is becoming more popular with management. Even 

some bank managers make it obligatory for the borrowers to furnish a funds 

statement along with their annual balance sheet now a days many Indian 

companies are publishing this statement in their annual reports although they   

are not obliged to do so under the companies Act. 

Limitations of financialanalysis: 

Every coin has two sides. Same is the case with analysis of financial 

statement. Although this analysis has much significant and usefulness yet it has 

certain limitations. Financial analysis may not provide exact answers to these 
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questions but it does indicate what can expect in the future. The limitations of 

financial analysis are given below. 

 

1. Historical data:   Analysis of the financial statements indicates about   

the performance of the business in the preceding periods. It does not 

indicate  the  present  position  of  the  business.  Financial  

statementsare 

 

Prepared on historian facts and not throw light on the current and present 

position of the business. 

2. Lack of standard terminology: Accounting is not an exact science. It does 

not universally accepted terminology. Different meanings are given to a 

particular term. These are different methods of providing depreciation. 

Interest may be charged on different rates.  In  this  way, there is 

sufficient possibility of manipulation and  the  financial  statements have 

suffered. As a consequence financial  analysis  also  proves to 

bedefective. 

3. Affects of price level changes: The results shown by financial statements 

may be misleading, if price level changes haven’t been accounted for. 

The ratio may improve with the increase in price, where as the actual 

efficiency may not improve.  Ratios on the two years will not be 

meaningful for comparison, it the prices of commodities are different. A 

change in price affects cost of production, sales and value of assets and 

as a consequence comparability of suffers . 

4. Non-consideration qualitative aspects: Financial analysis does not 

measure the qualitative aspects of the business. It does not show the 

skill, technical know how and the efficiency of its employees and 

managers. It is the qualitative measurement of the performance 
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5. Misleading results: Results shown by financial analysis my be misleading 

in the absence of absolute data. For example, the analysis of one firm 

revels that the increase in profits form Rs.20, 000 to Rs.80, 000 shows 

that the profit has increased by four t imes. 

Names of Funds Flow Statement: 

Funds flow statement is called by various names such as 

1. Source and application of funds 

 
2. Statement of changes in financial position 

 

3. Source and uses of funds 

 
4. Summary of Financial operators 

 
5. Where get, Where gone statement 

 
6. Movement of Working Capital Statement 

 
7. Funds received and disbursed statement 

 
8. Funds generated and expended statement 

 
9. Source of increase and application of decrease 

 
10. Funds statement etc. 

 
Procedure for Preparing Funds Flow Statement: 

Funds flow statement is a method by which we study changes in the 

financial position of a business enterprise between beginning and ending 

financial statements dates. 

Hence the funds flow statement is prepared by comparing two Balance 

Sheets and with the help of such other info derived from the accounts as 

may be needed. 

Broadly speaking the preparation of funds flow statement consists of three 

parts. 
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1. Statement (or) Schedule of changes in Working Capital 

 
2. Calculation of funds from operations. 

 
3. Statement of Sources and Application of funds 
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1. Statement or Schedule of Changes in Working Capital  : 
 

Working Capital = Current Assets - Current Liabilities. 

Schedule of changes in working capital of the company for the year   ended 
 

Particulars 

 
Previous 
Year(Rs.) 

 
Current 

Year(Rs.) 

Effect on working capital 

Increase 
(Rs.) 

Decrease 
(Rs.) 

Current Assets: 
Cash in Hand 
Cash  at  Bank 
Bills Receivable 
Sundry Debtors 
Temporary 
Investments 
Stock/Inventories 
Prepaid Expenses 
AccruedIncomes 

 
Total (A) 

 
Current liabilities: 
Bills payable 
Sundry Creditors 
Outstanding Expenses 
Short-term Advances 
Dividends Payable 
Proposed Dividends 
Provision for taxation 

Total (B) 
Working Capital:(A-B) 
Net Increase/decrease 
in 
Working capital 

XXX XXX XXX XXX 
XXX XXX   
XXX XXX XXX  
XXX XXX XXX  
XXX XXX  XXX 
XXX XXX XXX XXX 
XXX XXX XXX XXX 
XXX XXX XXX  
XXX XXX XXX  

XXX XXX XXX XXX 

XXX XXX XXX XXX 
XXX XXX   
XXX XXX XXX XXX 
XXX XXX XXX  
XXX XXX   
XXX XXX XXX XXX 
XXX XXX XXX XXX 
XXX XXX   
XXX XXX   

    

    

TOTAL  XXX XXX XXX 
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1. while preparing a schedule of changes in working capital it should be 
noted 
That. 

 
A. An increase in current assets increases working capital; 

B. A decrease in current assets decrease working capital; 

C. An increase in current liabilities decreases working capital; 

D. A decrease in current liabilities increases working capital; 

E. An increases in current asset and increase in   current liabilities

 does not affect working capital. 

F. A decrease in fixed assets and fixed liabilities affects working capital. 

2. The changes in all currents assets and current liabilities are merged into 

one figure only either an increase or decrease in working capital over the 

period for which funds statements has been prepared. If the working 

capital at the end of the difference expressed as ‘increase in working 

capital’. On the other hand, if the working capital at  the  end  of  the 

period is less than that at the commencement, the difference is called 

decrease in working capital. 

 
Current Assets: 

The expression ‘current assets’ denotes those assets which are 

continually on the move since they are constantly in motion, they are  also known 

as the circulating capital of the business. These assets can or will be converted 

into cash during a complete operating cycle of the business. Current assets 

include; 

a. Stock-in-trade or inventories 

b. Debtors 

c. Payments in advance or prepaid expenses 

d. Stores 

e. Bills receivables 

f. Cash at bank 
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g. Cash in hand 

h. Work in progress 

Current liabilities: 
 

Current liabilities are those liabilities which are to be paid in the near 

future, i.e., during a complete operating cycle of the business. Such liabilities 

include; 

a. Trade creditors 

 
b. Accrued or outstanding expenses. 

 
c. Bills payable. 

 
d. Income tax payable 

 
e. Dividends declared; 

 
f. Bank overdraft 

 
Note: Some experts are of the opinion that as bank over draft has a tendency to 

become more or less a permanent source of financing and hence it need not be 

included among current liabilities. 

 

2. Funds from Operations or Trading Profits: 
 

Trading profits or the profits from operations of the business are  the most 

important and major source of funds. Sales are the main source of inflow   of 

funds into the business as they increase current assets (cash, debtors or bills 

receivable) but at the same time funds flow out of business for expenses and cost 

of goods sold. Thus, the net effect or operations will be a source of funds if 

inflow from sales exceeds the outflow for expenses and cost of goods sold and 

vice-versa. But it must be remembered that funds from operations do not 

necessarily mean -the profit as shown by the profit and loss account of a firm, 

because there are many non-fund or non-operating items which may have been 

either debited or credited to profit and loss account. The examples of such items 

on the debit side .of a profit and loss account are: Amortization of fictitious and 
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intangible asses such as goodwill, Preliminary expenses and Discount on   issue 

of shares and debentures written off; Appropriation of Retained Earnings, such  

as Transfers to Reserves, etc.. Depreciation and depletion; Loss on sale of fixed 

assets; Payment of dividend, etc. 

The non-fund items are those which may be operational expenses but they 

do not affect funds of the business, e.g., for depreciation charged to profit and 

loss account, funds really do not more Out of business: 

Non-operating items are those which although may result in the outflow of 

funds but are not related to the trading operations of the business, such as   loss 

on sale of machinery or payment of d ividends. 

 
Basically, there are two methods of calculating funds from operations: 

 
(a) The first method is to prepare the profit and loss account afresh by 

taking into consideration only fund and operational 

(b) Items which involve funds and are related to the normal operations 

of the business. The balancing figure in this case will be either funds 

generated from operations or funds lost in operations depending upon 

whether income or credit side of profit and loss account exceeds the 

expense or debit side of profit and loss account  or vice-versa. 

(b) The second method (which is generally used) is to proceed 

From the figure of net profit or net loss as arrived at from  

The profit and loss account already prepared. 
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Funds from operations by this method can be calculated as   under: 
 

(a) CALCULATION  OF FUNDS FROM OPERATION 
 

 
PARTICULARS 

AMOUNT 
 

Rs. 

AMOUNT 
 

Rs. 

Closing Balance of P & L A/c or Retailed 
Earnings (as given in the balance sheet) 

Add Non-fund and Non-operating items 
which have been already debited to P 
& L A/c : 

(i) Depreciation and Depletion 
(ii) Amortization of fictions and Intangible 

Assets such as: 
(a) Goodwill 
(b) Patents 
(c) Trademarks 
(d) Preliminary Expenses 
(e) Discount of Issue of Shares, etc. 

 
 
(iii) Appropriation of Retained Earnings, 

such as: 
(a) Transfer to General Reserve 
(b) Dividend  Equalization Fund 
(c) Transfer to Sinking Fund 
(d) Contingency Reserve, etc. 

 
(iv) Loss on Sale of any non-current (fixed) 

assets such as: 
(a) Loss on sale of land and building 
(b) Loss on sale of machinery 
(c) Loss on sale of furniture 
(d) Loss on sale of long-term 

investments, etc. 
(v)    Dividends including: 
(a) Interim Dividend 
(b) Proposed Dividend (if it is an 

XXX XXX 

 

 
XXX 

 

 
XXX 

XXX XXX 

XXX XXX 

XXX XXX 

XXX XXX 

XXX XXX 

XXX XXX 

 

XXX 

 

XXX 

XXX XXX 

XXX XXX 

XXX XXX 

 
XXX 

 
XXX 

XXX XXX 

XXX XXX 

XXX XXX 

XXX XXX 

XXX XXX 
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appropriation of profits and 
not taken as current liability) 

XXX XXX 

 

(vi) Provision for Taxation (if it is not taken 
as Current Liability) 

(vii) Any  other non-fund/non-operating 
items which have been debited to P/L 

Total (A) 

Less Non-fund or Non-operating items 

which have already been credited to 

P & L A/c 
(i) Profit or Gain from the sale of 

non-current (fixed) assets such as  : 
 

(a) Profit on sale of land and 
Building 

(b) Profit on sale of plant &machinery 
(c)Profit on sale of long-term investments 

etc, 
(ii) Appreciation in the value of fixed 

assets, such as increase in the value of 
land if it has been credited to P/LA/c 

(iii) Dividends Received 
(iv) Excess Provision retransferred to 

P/L A/c or written off 
(v) Any other non-operating item 

which has been credited to P/L 
A/c (vi) Opening balance of P & 
L A/c or Retained Earnings (as 
given in the balance sheet) 

Total (B) 

Total (A) - Total (B) = Funds generated by 
operations 

 

XXX 

 

XXX 

XXX XXX 

 

 
XXX 

 

 
XXX 

 

XXX 

 

XXX 

 
XXX 

 
XXX 

XXX XXX 

XXX XXX 

XXX XXX 

 
XXX 

 
XXX 

 
XXX 

 
XXX 

 
XXX 

 
XXX 
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(b) Funds from operations can also be calculated by preparing Adjusted 

Profit and Loss Account as follows: 

 

PARTICULARS 
AMONT 

Rs. 
PARTICULARS 

AMOUNT 
Rs. 

To Depreciation & Depletion 
or amortization of fictions 
and intangible assets, such as 
: 
Goodwill, Patents, Trade 
Marks, Preliminary 
Expenses etc. 

To Appropriation of Retained 
Earnings,  such  as  : 
Transfers to General 
Reserve, Divided Equalization 
.Fund, Sinking Fund, etc. 

To Loss on Sales of any non- 
current or fixedassets 

To Dividends (including 
interim dividend) 

To Proposed Dividend (if not ' 
taken as a current liability) 

To Provision for taxation (if not 
taken as a current liability) 

To Closing balance (of P & L 
A/c) 
To Funds lost in Operations 

(balancing figure, in case 
credit 
side exceeds the debit side) 

XXX By Appreciation in the 
value of fixed 
assets 

By Dividends received 
By Profit on sale of 
fixed 

or non-current 
assets 

By Funds from 
Operations 

(balancing figure in 
case 
debit side exceeds 
credit 
side) 

XXX 

 XXX 
 XXX 

 
XXX 

 
XXX 

 
 
XXX 

 

XXX  

XXX  

XXX  

XXX  

XXX  

XXX XXX 
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The following procedure is to be followed in the calculation of funds from 

operations. 

1. Start with the Net Profit given in the profit and loss account. 

2. Add the following items to the net profit as they do not result in 

outflow of funds. 

 Depreciation on fixed assets. 

 
 Preliminary expenses or good will etc., written o f f . 

 
 Contribution to debenture redemption funds, transfer to 

general reserve etc., if they have been deducted before 

arriving at the figure of net profit. 

 Provision for taxation and proposed dividend. These may be 

taken as appropriations of profits or current liabilities for the 

purposes of Funds Flow Statement. Tax or dividends actually 

paid are taken as applications to funds. Similarly interim 

dividend paid is known as an application of funds. All these 

items will be added back to net profit if already deducted, to 

find funds from operations. 

 Loss on sale of fixed assets. 

 
1. Deduct the following items from net profit as they do not increase the 

Funds: 

i. Profit on sale of fixed assets, since the full sale proceeds  are 

taken as a separate source of funds and conclusion here will result 

induplication. 

ii. Profit on revaluation of fixed assets. 

 
iii. Non-operating incomes such as dividend received  or  accrued  

rent.  These  items  increase  funds  but  they  are  not     operating 
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incomes. They will be shown under  separate  heads as “sources”  

of funds” in the Funds Flow Statement. 

In case the profit and loss account shows net loss this 

should be taken as an items which decrease the f i n d s . 

Statement of changes in working capital: 

The increase or decrease in working capital can be calculated by 

preparing the schedule of changes in working capital. 

Working capital represents the excess of current assets over current 

liabilities. Several items of all current assets and current liabilities are the 

components of working capital. In order to ascertain the working capital at the 

beginning and at the end of the period and to measure the increase or decrease 

therein it is necessary to prepare a statement or schedule of changes in working 

capital. 

 
3.   Statement of Sources and Application of Funds: 

 
Funds flow statement is a statement which indicates various sources from 

which funds (working capital) have been obtained during a certain period and 

the uses or applications to which these funds have been put during that period. 

Generally, this statement is prepared in two formats: 

(a) Report Form 

(b) T From or An Account from or self BalancingT y p e . 
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SPECIMEN OF REPORT FORM OF FUNDS FLOWSTATEMENT: 
 

 
PARTICULARS 

 
AMOUNT Rs. 

Sources of Funds : 
Funds from Operations 
Issue of Share Capital 
Raising of long-term loans 
Receipts from partly paid shares, called up 
Sales of non current (fixed)  assets 
Non-trading receipts, such as dividends received 
Sale of Investments (long-term) 
Decrease in Working Capital (as per schedule of 
changes in working Capital ) 

 
Total 
Applications or Uses of Funds : 
Funds Lost in Operations 
Redemption of Preference Share Capital 
Redemption of Debentures 
Repayment of long-term loans 
Purchase of non-current (fixed) assets 
Purchase of long-term Investments 
Non-trading payments 
Payments of dividend 
Payment of tax 
Increase in Working Capital (as per schedule of changes 

in Working Capital) 
Total 

XXX 
 
 
XXX 

XXX 

 
XXX 

 
 
 
XXX 

XXX 

 

 

Statement of Sources and Application of  Funds: 

1. Funds from operation: 
 

It is an internal source of funds. Funds from operations are to be 

calculated as per the method stated above. 

2. Funds from long term loans: 
 

Long term loans   such of debentures,   borrowing from     financial 
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Institutions will increase the working capital and therefore, there will be 

inflow of funds. However, if the debentures have been issued in 

consideration of some fixed assets, there will be no inflow of   funds. 

3. Sale of fixed assets: 
 

Sale of land, buildings, and long-term investments will result in 

generation of funds. 

4. Funds from increase in share capital: 
 

Issue of shares for cash or for any other current asset or in 

discharge of current liability is another source of funds. However, shares 

allotted in consideration of some fixed assets will not result in funds. 

However, it is recommended that such purchase of fixed assets as well    

as issue of securities to pay for them be revealed in funds flow statement. 

5. Decrease in working capital: 
 

Decrease in working capital is the result of decrease in current asset or 

increase in current liabilities. In both the cases inflow of funds takes place. 

Suppose stock, a current asset reduce from Rs.15,000 to Rs.12,000 the 

decrease of Rs.3,000 is assumed to be due to the disposal of stock which 

undoubtedly brings funds into the business. In the fame way, increase in 

current liabilities means lesser payment, so retaining funds is also asource. 

Treatment of adjustments: 

Some times the factors affecting the funds from operations may not be 

given in the problems directly and there may be some hidden information. As 

such, some of the transactions have to digged out using the additional 

information provided as adjustments to the   balance sheet. These items include: 

a) provision for tax (b) proposed dividends (c) sale purchase of fixed  assets. 

Provision for tax: 

It is current liability while preparing a funds flow statement, these are two 

options available. 
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 Provision for tax may be taken as a current liability in such a case, 

when provision for tax is made the transaction involves profit and 

loss appropriation account which is a fixed liability and provision  

for tax account which is a current liability. It will thus decrease the 

working capital. On payment of tax these will be no change in 

working capital because it will in-values one current liability (i.e., 

provision for tax) and the other a current assets (i.e., bank or cash 

balance). 

 Provision for tax may be taken only as an appropriation of profit. It 

means that, there will now change in working  capital  position  

when provision for tax is made since it will involve two fixed 

liabilities, i.e., profit and loss appropriation account and provision 

for tax account. However, when tax is paid, it will be taken as 

application of funds, because it will when involve ‘Provision  for  tax 

account’ which has been taken as a fixed liability and ‘bank’ which 

is current assets. 

Proposed dividends: 

Whatever has been said about the “provision for tax is also applicable to 

“proposed dividends”. Proposed dividends can also be dealt with  in  two 

ways; 

 Proposed dividends may be taken current liability since 

declaration of dividends by the share holders is simply a formality. 

Once the dividends are declared in the general meeting, they will 

have to be paid within 42 days of theirs declaration. In case 

proposed dividends is taken as a current liability it, will appear as 

one of the items decreasing working capital in the schedule of 

changes in working capital. It will not   be shown as an application 

of funds when dividend is paid later on. 
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 Proposed dividends may simply be taken as an appropriation of 

profits. In such a case proposed dividend for the current year will 

be added back to current year’s profit in order to find out funds 

from operations if such amount of dividend has already been 

charged to profits. Payment of dividend will be shown an 

“application of funds”. 

 Sale or purchase of fixed assets: 
 

For arriving at the final figure we have to prepare the asset 

account, depreciation account, assets sold as purchased account.  This can 

be illustrated well with the following extracts of the balance sheet. 

 Asset account (plant and machinery account): 
 

This is maintained at the cost price. The accounts is debited with 

the cost of the machinery as at the beginning of the year (i.e., balance in 

the machinery account at the beginning) and with purchases during the 

year. 

It is credited with the cost price of the machinery sold and with 

cost of the machinery as at the close of the year (i.e., balance in the 

machinery account at the end). 

In the problems either the total value of purchases during the year 

may be missing or the cost of the machinery sold may be missing. The 

missing figure can be found out by feeding the account with the available 

information and balancing it. 

 Depreciation account: 
 

Depreciation is not source of funds. Source of funds is constituted by 

those transactions, where one account belongs to current category and the 

other is longs to non-current category.  I 

n case of depreciation both items belong to non-current category, as 

such it does not make any change in the funds and is not a source of  
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funds. In support of the answer journal entry regarding depreciation is  

Presented   here  with. 

Profit and loss account is a non-current liability and fixed assets are 

non-current asset. As both of them belong to non-current category, so 

depreciation is not a source of funds. 

Asset sold account: 
 

The purpose of preparing this account is to ascertain the profit or loss made on 

sale of the asset. The account is debited with the cost of the assets sold 

(transferred from the asset account). It is credited with the accumulated 

depreciation on the asset sold (transferred from depreciation account). It is also 

credited with the money received on sale of the machinery. The difference 

between the two sides would be profit (if credit balance or loss (if debit balance). 
 

Issue of share capital: 
A company's shares that are held by shareholders.company can, at any 

time, issue new shares up to the full amount of authorized capital.rise long 

term financing from various sources. They can issue shares, debentures, and other long 

term bonds in the capital market. 

 

Receipts from partly paid shares, called up: 

Partly paid shares and the time period for receipt of the balance consideration 

within respectively, to the extent the equity shares are called up. 
 

Sales of non current assets: 

In general terms, assets held for sale are not depreciated, are measured at  

the lower of carrying amount and fair value less cost to sell, and are presented 

separately. 

 

Non trading receipts, such as dividends received: 

Non trading is the portion of an organization’s income that is derived 

from activities not related to its operations. Non-operating income such items 
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as dividend income, profits and losses 

Sale of investments: 

The amount by which the proceeds from the sale of investments exceeded 

the carrying amount of the investments was sold. It is reported as a non- 

operating orother. 

Decrease in working capital: 

In contrast a negative working capital position means the firm has the fourth 

quarter, inventory decreased a wide marg in. 
 

Funds lost in operations: 

Funds lost in operations is a measure cash generated by a real estate 

investment trust. It is important to note that FFO not the same as cash from 

operations. 
 

Redemptions of preferences share capital: 

The redeemable preference shares are issued on the terms that share holder 

will at a future date will be repaid amount which they invested in the company. 
 

Redemption of debentures: 

It means payment of the amount of debentures by the company. When 

debentures are redeemed, liability on account of debentures is discharged. 
 

Repayment of long -term loans: 

Money borrowed for long-term capital investments usually is repaid in a 

series of annual, semi-annual or monthly payments. 
 

Purchase of non-current assets: 

Non-current assets are company long term investments where the full value 

will not be realized within the accounting year. 
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DATA ANALYSIS & INTERPRETATION 

Changes in working capital position of G. S. Alloy Casting Pvt. Ltd.  for the year 2014-15 

 (Rs. lakhs) 

PARTICULARS 2014 2015 INCREASE DECREASE 

Current assets     

Inventories 7977.23 8703.94 726.71 - 

Debtors 2783.85 2791.08 7.23 - 

Cash and bank  563.71 794.91 231.20 - 

Loans & advances 2290.19 2814.79 524.60 - 

Other current assets 250.80 129.25 - 121.55 

Total Current Assets 13865.78 15233.97 - - 

Current Liabilities     

Creditors 3751.13 4056.15 - 305.02 

Advance from customer 141.87 70.85 71.02 - 

Dividend unclaimed  10.42 11.86 - 1.44 

Other liabilities 3512.37 3341.43 170.94 - 

Provision tax 333.61 467.06 - 133.45 

Interest occurred but not 

due on Loans 

233.84 

 

164.50 69.34 - 

Total Current Liabilities 7983.24 8111.85 - - 

Net working capital  5882.54 7122.12 - - 
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Increase in W.C 1239.58 - - 1239.58 

Total  7122.12 7122.12 1801.04 1801.04 

 

 

 

 

 

ADJUSTED P&L ACCOUNT FOR THE YEAR 2014-15 

(Rs. Lakhs) 

            Particulars Amount                     Particulars Amount 

 

To Depreciation 

 

To Loss on sale of fixed 

assets 

 

 

 

 

 

 

 

2001.55 

 

------- 

 

 

 

 

 

 

 

 

By Opening balance of P&L a/c 

By Income from Investments 

By profit on sale or reduction of 

investment 

By Profit on sale of asset 

By Provision no longer required 

By Miscellaneous receipts 

By Sundry creditors Balance 

written back 

By claimed received 

By Funds from operations 

 

2235.55 

0.03 

88.19 

 

45.34 

50.75 

           

335.29 

39.18 

103.45 
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To closing balance of P&L 

a/c  

2662.76  1766.53 

Total  4664.31  4664.31 

 

 

FUNDS FLOW STATEMENT FOR THE YEAR 2014-15 

 (Rs in lakhs) 

Sources of funds Amount Application of funds Amount 

 

 Raising of unsecured loans  

 Reserves and surplus 

 Sales of fixed assets 

 Differed credit  

 Funds from operation 

 

 

 

650.90 

1521.70 

466.98 

431.10 

1766.53 

 

 Payment of Secured loans 

 Purchase of fixed assets 

 Reduction of share capital 

 Increase in working capital 

 

2057.99 

1376.31 

163.33 

1239.58 

Total  4837.21 Total 4837.21 
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INTERPRETATION:- 

 

 The working capital statement of 2014-15 clearly show that the working capital 

increase Rs.1239.58 lakhs previous in the year. 

 

 The current assets of the company such as inventories debtors, cash at bank, 

loans and advances are increased.  Current assets such as other current assets 

are decreased. 

 

 The current liabilities like advances from customers, interest occurred but not 

due on loans, other liabilities are increased.  Current liabilities such as creditors, 

provision tax, and dividend unclaimed are decreased. 

 

 The company gains profit from the operation to an extent of Rs.1766.53 lakhs. 

 

 The sources of company were achieved from rising of unsecured loans, sale of 

fixed assets, reserves and surplus and company also spend its sources from the 

purchase of fixed assets, payment of secured loans, reduced in share capital. 
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Changes in working capital position of G.S.Alloy Casting Pvt. Ltd.  for the year 2015-16                                                                                             

(Rs. lakhs) 

PARTICULARS 2015 2016 INCREASE DECREASE 

Current assets     

Inventories 8703.94 8624.29 - 79.65 

Debtors 2791.08 2687.77 - 103.31 

Cash and bank  794.91 612.33 - 182.58 

Loans & advances 2814.79 3294.97 480.18 - 

Other current assets 129.25 80.73 - 48.52 

Total Current Assets 15233.97 15300.09 - - 

Current Liabilities     

Creditors 4056.15 4567.27 - 511.12 

Advance from 

customer 

70.85 171.13 - 100.28 

Dividend unclaimed  11.86 14.70 - 2.84 

Other liabilities 3341.43 3498.24 - 156.81 

Provision tax 467.06 380.93 86.13 - 

Interest occurred but 

not due on Loans 

164.50 138.34 25.56 - 

Total Current 

Liabilities 

8111.85 8771.21            - - 

Net working capital  7122.12 6528.88 - - 

Decrease in W.C - 593.24 593.24 - 
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Total  7122.12 7122.12 1185.11 1185.11 

 

 

ADJUSTED P&L ACCOUNT FOR THE YEAR 2015-16 

(Rs. Lakhs) 

            Particulars Amount                     Particulars Amount 

 

To Depreciation 

 

To Loss on sale of fixed 

assets 

 

 

 

 

 

 

To closing balance of P&L 

a/c  

 

 

2062.86 

 

------- 

 

 

 

 

 

 

 

3391.96 

 

By Opening balance of P&L a/c 

By Income from Investments 

By profit on sale or reduction of 

investment 

By Profit on sale of asset 

By Provision no longer required 

By Miscellaneous receipts 

By Sundry creditors Balance 

written back 

By claimed received 

By Exchange fluctuation  

By Funds from operations 

 

 

2662.76 

9.65 

182.73 

 

9.42 

10.36 

209.71 

16.15 

 

167.00 

34.57 

2046.11 

Total  5454.82  5454.82 

 



 

82 
 

FUNDS FLOW STATEMENT FOR THE YEAR 2015-16 

 (Rs in lakhs) 

 

Sources of funds Amount Application of funds Amount 

 

 Raising of unsecured loans  

 

 Decrease working capital 

 

 Funds from operation 

 

 

3790.88 

 

593.24 

    

2046.11 

 

 Payment of Secured loans 

 

 Purchase of fixed assets 

 

Payment of dividend 

 

2199.57 

 

3172.24 

 

1057.42 

Total  6430.23 Total 6430.23 
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INTERPRETATION:- 

 

 The working capital statement of 2015-16 clearly show that the working capital 

decreased Rs.593.24 lakhs previous in the year. 

 

 The current assets of the company such as loans and advances are increased.  

Current assets such as inventories, debtors, cash at bank, and other assets are 

decreased. 

 

 The current liabilities like provision tax, interest occurred but not due on loans 

are increased and current liabilities like creditors, advances from customers, 

other liabilities, dividend unclaimed are decreased. 

 

 The company gains profit from the operation to an extant of Rs.2046.11 lakhs. 
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Changes in Working Capital Position of G. S. Alloy Casting Pvt. Ltd. for the year 2016-17 

                                                                                                         (Rs. lakhs) 

PARTICULARS 2016 2017 INCREASE DECREASE 

Current assets     

Inventories 8624.29 8093.28 - 531.01 

Debtors 2687.77 2632.95 - 54.82 

Cash and bank  612.33 776.63 164.30 - 

Loans &  advances 3294.97 4045.70 750.73 - 

Other current assets 80.73 54.39 - 26.34 

Total Current Assets 15300.09 15602.95 - - 

Current Liabilities     

Creditors 4567.27 9993.96 - 5426.69 

Advance from 

customer 

171.13 64.51 106.62 - 

Dividend unclaimed  14.70 15.80 - 1.10 

Other liabilities 3498.24 3478.51 19.73  

Provision tax 380.93 582.53 - 201.60 

Interest occurred but 

not due on Loans 

138.34 351.82  212.88 

Total Current 

Liabilities 

8771.21 14487.13 - - 

Net working capital  6528.88 1115.82 - - 

Decrease in W.C - 5413.06 5413.06 - 
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Total  6528.88 6528.88 6454.44 6454.44 

 

 

ADJUSTED P&L ACCOUNT FOR THE YEAR 2016-17 

(Rs. Lakhs) 

            Particulars Amount                     Particulars Amount 

 

To Depreciation 

 

To Loss on sale of fixed 

assets 

 

 

 

 

 

 

To closing balance of P&L 

a/c  

 

 

2124.35 

 

------- 

 

 

 

 

 

 

 

4220.14 

 

By Opening balance of P&L a/c 

By Income from Investments 

By Profit on sale of asset 

By Provision no longer required 

By Miscellaneous Income 

By Sundry creditors Balance 

written back 

By claimed received 

By Interest Income tax 

deducted 

By Funds from operations 

 

 

3391.96 

12.52 

   138.59 

117.03 

395.25 

10.64 

 

13.29 

409.37 

1855.85 

Total  6344.49  6344.49 
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FUNDS FLOW STATEMENT FOR THE YEAR 2016-17 

 (Rs in lakhs) 

Sources of funds Amount Application of funds Amount 

 

 Raising of secured loans  

 

 Decrease working capital 

 

Raising of unsecured loans  

 

 Funds from operation 

 

 

13857.69 

 

5413.06 

 

4430.17 

 

1855.85 

 

 

 Payment of Secured loans 

 

 Purchase of fixed assets 

 

Payment of dividend 

 

------- 

 

19037.18 

 

6519.59 

Total  25556.77 Total 25556.77 



 

87 
 

 

INTERPRETATION:- 

 

 The working capital statement of 2016-17 clearly show that the working capital 

decreased Rs.5413.06 lakhs previous in the year. 

 

 The current assets of the company such as cash at bank, loans and advances are 

increased and current assets such as inventories, debtors, other current assets 

are decreased. 

 

 The current liabilities like advances from customers, other liabilities are increases 

and current liabilities like creditors, unclaimed dividend, provision tax, interest 

occurred but not due on loans are also decreased. 

 

 The company gains profit from the operation to an extant of Rs.1855.85 lakhs. 

 

 The sources of company were achieved from rising of secured loans, rising of 

unsecured loans and company also spent its sources for the purpose of purchase 

of fixed assets and payment of dividend. 

 

 

 

 



 

88 
 

 

Changes in Working Capital Position of G. S. Alloy Casting Pvt. Ltd. for the year 2017-18 

                                                                                                          (Rs. lakhs) 

PARTICULARS 2017 2018 INCREASE DECREASE 

Current assets     

Inventories 8093.28 8946.30 853.02 - 

Debtors 2632.95 3489.86 856.91 - 

Cash and bank  776.63 971.94 195.31 - 

Loans & advances 4045.70 4659.56 613.86 - 

Other current assets 54.39 97.42 43.03 - 

Total Current Assets 15602.95 18165.08 - - 

Current Liabilities     

Creditors 9993.96 9147.72 846.24 - 

Advance from 

customer 

64.51 238.82 - 174.31 

Dividend unclaimed  15.80 17.22 - 1.42 

Other liabilities 3478.51 2049.25 1429.26 - 

Provision tax 582.53 301.46 281.07 - 

Interest occurred 

but not due on 

Loans 

351.82 808.49 - 456.67 

Total Current 

Liabilities 

14487.13 12562.96 - - 
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Net working capital  1115.82 5602.12 - - 

Increase in W.C 4486.30 

 

- - 4486.30 

 

Total  5602.12 5602.12 5118.70 5118.70 

 

 

ADJUSTED P&L ACCOUNT FOR THE YEAR 2017-18 

(Rs. Lakhs) 

            Particulars Amount                     Particulars Amount 

 

To Depreciation 

 

To Loss on sale of fixed 

assets 

 

 

 

 

 

 

To closing balance of P&L 

a/c  

 

4142.64 

 

-------- 

 

 

 

 

 

 

 

2290.30 

 

By Opening balance of P&L a/c 

By Income from Investments 

By Profit on sale of asset 

By Provision no longer required 

By Miscellaneous Income 

By Sundry creditors Balance 

written back 

By claimed received 

By Interest  received  

By Funds from operations 

 

 

4220.14 

27.99 

4.34 

1481.68 

   248.20 

13.25 

 

180.75 

   105.23 

127.36 
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Total  6432.94  6432.94 

 

 

 

 

 

FUNDS FLOW STATEMENT FOR THE YEAR 2017-18 

( Rs in lakhs) 

Sources of funds Amount Application of funds Amount 

 

 Raising of secured loans  

 Sales of fixed assets 

 Reserves and surplus 

 Differed tax liability  

Raising of unsecured loans  

 Funds from operation 

 

 

8622.11 

262.58 

2112.11 

201.90 

9069.67 

127.36 

 

 Payment of Secured loans 

 Purchase of fixed assets 

 

Payment of dividend 

Increase in working capital 

 

355.49 

  15553.94 

 

------- 

4486.30 

Total  20395.73 Total 20395.73 
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INTERPRETATION:- 

 

 The working capital statement of 2017-18 clearly show that the working capital 

increase Rs.4486.30 lakhs previous in the year. 

 

 The current assets of the company such as inventories debtors, cash at band, 

loans and advances, other current assets are increased. 

 

 The current liabilities like creditors, other liabilities, provision tax are increased 

and current liabilities like advance from customers, dividend, unclaimed, interest 

occurred but not due on loans are decreased. 

 

 The company gains profit from the operation to an extant of Rs.127.36 lakhs. 

 

 The sources of company were achieved from raising of secured loans, rising of 

unsecured loans, reserves and surplus, sales of fixed assets and company also 

spent. 
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Changes in working capital position of G. S. Alloy Casting Pvt. Ltd. for the year 2018-19 

PARTICULARS 2018 2019 INCREASE DECREASE 

Current assets     

Inventories 8946.30 10481.36 1535.06 - 

Debtors 3489.86 4587.70 1097.84 - 

Cash and bank  971.94 1329.50 357.56 - 

Loans & advances 4659.56 5530.55 870.99 - 

Other current assets 97.42 81.23 - 16.19 

Total Current Assets 18165.08 22010.34 - - 

Current Liabilities     

Creditors 9147.72 10765.31 - 1617.59 

Advance from 

customer 

238.82 284.94 - 46.12 

Dividend unclaimed  17.22 16.46 

 

0.76 - 
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Other liabilities 2049.25 615.18 1434.07 - 

Provision tax 301.46 301.46 - - 

Interest occurred 

but not due on 

Loans 

808.49 1092.98 284.49  

Total Current 

Liabilities 

12562.96 12774.87 - - 

Net working capital  5602.12 9235.47 - - 

Increase in W.C 3331.89 - - 3331.89 

Total  9235.47 9235.47 5296.28 5296.28 

 

 

ADJUSTED P&L ACCOUNT FOR THE YEAR 2018-19 

(Rs. Lakhs) 

            Particulars Amount                     Particulars Amount 

 

To Depreciation 

 

To Loss on sale of fixed 

assets 

 

 

 

5236.22 

 

------ 

 

 

 

 

By Opening balance of P&L a/c 

By Income from Investments 

By Profit on sale of  investment 

By Provision no longer required 

By Miscellaneous Income 

By Sundry creditors Balance 

 

2290.32 

32.01 

         0.02 

41.36 

   539.10 

177.23 
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To closing balance of P&L 

a/c  

 

 

 

 

1966.37 

 

 

written back 

By claimed received 

By Interest  received  

By Funds from operations 

 

 

459.68 

76.48 

3586.41 

Total  7202.59  7202.59 
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FUNDS FLOW STATEMENT FOR THE YEAR 2018-19 

 (Rs in lakhs) 

Sources of funds Amount Application of funds Amount 

 

 Raising of secured loans  

 Sales of fixed assets 

 Reserves and surplus 

 Differed tax liability  

Raising of unsecured loans  

 Funds from operation 

 

 

7454.84 

------ 

2943.95 

------ 

------ 

3586.41 

 

 Payment of Unsecured loans 

 Purchase of fixed assets 

 Interest paid  

Payment of dividend 

Repayment of borrowings 

Increase in working capital 

 

6371.50 

2467.92 

1045.65 

467.06 

301.18 

3331.89 

Total  13985.20 Total 13985.20 
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INTERPRETATION:- 

 

 The working capital statement of 2018-19 clearly show that the working capital 

increase Rs.3331.89 lakhs previous in the year. 

 

 The current assets of the company such as inventories debtors, cash at band, 

loans and advances, other current assets are increased. 

 

 The current liabilities like creditors, other liabilities, provision tax are increased 

and current liabilities like advance from customers, dividend, unclaimed, interest 

occurred but not due on loans are decreased. 

 

 The company gains profit from the operation to an extant of Rs.127.36 lakhs. 

 

 The sources of company were achieved from raising of secured loans, rising of 

unsecured loans, reserved and surplus, sales of fixed assets and company also 

spent. 
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CHAPTER – 6 

 

FINDINGS, SUGGESTIONS  

& 

CONCLUSION 
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FINDINGS  

 It has been observed the share capital of company is not increasing from 2015 to 2019. 

 The company is having good reserves and surplus position. These are increasing year to 

year from 2015 to 2019. 

 The company is taking loans from other sources like banks, financial institutes etc. it is 

observed from 2015 to 2019. 

 It has been observed that the company is investing more on fixed assets from 2015 to 

2019. 

 It has been observed that the company is raising funds from secured and unsecured 

loans, sale of fixed assets and funds from operations and it is spending to purchase fixed 

asset, redemption of loans and other payments.  

 It has been observed that the company made investments in 2014-15 only. Afterwards 

till there are  no new investments have been made till 2018-19. 

 The total increase in current assets of the company has overcome the total increase in 

current liabilities from 2015 to 2019. 

 It has been observed that the net working capital was decrease in the year 2014-15 and 

the company’s funds from operations is not satisfactory. 

 It has been observed that the net working capital was decrease in the year 2015-16 

(200790776.90) and the company’s funds from operations are not satisfactory. So, the 

company has to increase funds from operations. 
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SUGGESTIONS 

 It has been observed that the share capital of the company is not increasing from 2014 

to 2015. This is obstructing the growth of the company. Hence I suggest the company to 

increase the share capital. 

 It has been observed that the company’s contribution to the fixed assets is gradually 

decreasing through out the study. This would be a problem for the company procuring 

funds. Hence I suggest the company to focus on this and increase the allocation for fixed 

assets. 

 It has been observed that the company has made investments only in 2014. Afterwards 

there are no investments at all though all these years. This may affect the reputation of 

the company in the public. Hence I advise the company to increase investments and 

improve its image. 

 It has been observed that the increase in current assets of the company is less than 

current liabilities in 2014-15. This shows that the company has less liquidity capacity. 

Hence I suggest the company to maintain the current ratio to 2:1 by increasing current 

assets or by reducing current liabilities.  

 The company is getting favorable funds from operations in all years of the study. This is 

due to the excellence in operations. This is a good trend and it should be carefully 

maintained. 
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CONCLUSION 

 

The economic life of any organization depends on some important financial aspects like 

profits, expenses. A careful analysis of these areas is very much essential for the success and 

survival of these organizations. For this purpose financial statement analysis with the help of 

the technique like ratios, funds flow etc. is to be carried out.  A study of this type is very much 

useful for many organizations to keep into the different financial aspects and to take some 

measures to improve in the above areas. 

 

 The company under the study of G.S.Alloy Casting, being a unit of the textiles industry 

as to carefully watch the trends in the automobile industry as should come forward with 

innovative marketing strategies. 

 

 

 

 

 



 

101 
 

 

 

 

 

 

 

BIBLIOGRAPHY 

 



 

102 
 

 

 

BIBLIOGRAPHY 

 

Books 

 Prasanna Chandra, “Financial Management”, Tata McGraw Hill, 2007. 

 I. M. Pandey, “Financial Management”, Vikas Publishing House, 2015. 

 Khan & Jain, “Financial Management”, Tata McGraw Hill Education, 2007 

Websites: 

 www.gsalloycasting.com; Date and Time of Access- 15/01/2020; 11:30 am 

 www.automobileindustries.com; Date and Time of Access- 25/01/2020; 04:30 pm 

 

 

 

 

http://www.gsalloycasting.com/


A Study  
 
 

on 
 
 

“Employee Welfare in East India Commercial Company Ltd., Eluru” 
 

Submitted 
 

In partial fulfillment of the requirements for the award of the degree  

of 
 

Master of Business Administration 
(Jawaharlal Nehru Technological University-Kakinada) 

 

By 

Ms. M. Leela Phani Kumari 
Regd. No: 18481E0041 

 

Under the 
guidance of 

 

Mr. M. Vinod  
 Asst. Professor 

Department of Business and Management Studies   
 

 

 

 

 

  
 
 

Department of Business and Management Studies   
Gudlavalleru Engineering College 

(An Autonomous Institute with Permanent Affiliation to JNTUK, Kakinada) 

Seshadri Rao Knowledge Village 
Gudlavalleru - 521 356 

Krishna District 
 
 
 



 
 

Department of Business and Management Studies   
Gudlavalleru Engineering College 

(An Autonomous Institute with Permanent Affiliation to JNTUK, Kakinada) 

Seshadri Rao Knowledge Village 
Gudlavalleru - 521 356 

Krishna District 
 
 
 
 
 

 
 

 
 
 
 
 

CERTIFICATE 
This is to certify that the project report entitled on “A Study On Employee Welfare in 

East India Commercial Company Ltd., Eluru” submitted by Ms. M. Leela Phani Kumari is 

a bonafide work carried out by her in partial fulfillment of the award of Degree of “Master of 

Business Administration’’ by Jawaharlal Nehru Technological University, Kakinada. The 

project work is original and never has been a part of any other publication or award of any 

degree. 

 
 
 
 

Mr. M. Vinod                                Dr. Ch. Nirmal chand 
     Asst. Professor                           Professor & Head 
                Guide 
 

 

 

 

 



 



 

 

 

 

 

 

 

DECLARATION 

 

 

                          I hereby declare that the project report entitled “A Study On Employee 

Welfare in East India Commercial Company Ltd at Eluru.” is a bonafide work done by me 

and never has been a part of any other publication or award of any degree. 

 

 

 

 

 

Place:  Gudlavalleru             M.Leela Phani Kumari 
Date:                                                                                      (18481E0041) 

 
 

 
 
 
 
 

 

 

 

 



 

 

 

 

ACKNOWLEDGEMENTS 

 

I express my gratitude to Dr. P.Ravindra Babu, Principal, Dr. Ch. Nirmal Chand, 

Prof. and Head, Department of Business and Management Studies, Gudlavalleru Engineering 

College, Gudlavalleru enabling me to take up the project on “A Study On Employee Welfare in 

East India Commercial Company Ltd., Eluru”. 

    I specially thank my project guide Mr. M. Vinod for his guidance, in completing this 

project. I take immense pleasure and thank him for his continuous support. 

I take this opportunity to express my gratitude to the management of M/S. East India 

Commercial Company Ltd., Eluru, Mr. K. L. V. Nagesh, Project Incharge and all the staff 

members. 

I am indebted to my parents, teachers and friends whose encouragement helped me in 

completing the project. 

 

 

 M. Leela Phani Kumari 
          (18481E0041) 

 

 

 

 

 

 
 
 



 
 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 
 

CHAPTERS CONTENTS PAGE NO: 

 
 
CHAPTER: I 
 

 Introduction 

 Need for the Study 

 Objectives of the Study 

 Methodology of the Study 

 Scope of the Study 

 Limitations 

1-8 

 
CHAPTER: II 

 Industry Profile 9-18 

 
CHAPTER: III 

 Company Profile   19-23 

 
CHAPTER: IV 

 Theoretical Framework 24-33 

 
CHAPTER: V 

 Data Analysis 34-53 

 
CHAPTER: VI 

 Findings and Suggestions 

 Conclusion 54-56 

 
BIBLIOGRAP
HY   

 57 

Appendix  58-60 



 
 
 
 

 
List of tables 

S. No Table Name Page 
No. 

1 Years of working in the organization 34 

2 Working environment of the organization 35 

3 Working hours of the organization 36 

4 Organization provides spittoons 37 

5 Conveyance allowance offered by the organization 38 

6 Leave policy of the organization 39 

7 Medical benefits provided by the organization 40 

8 Canteen services provided by the organization 41 

9 Rest and Lunch room facilities of the employees 42 

10 Payment of bonus provided by the organization 43 

11 organization provide Maternity leaves 44 

12 Overtime allowance offered by the organization 45 

13 Organization gives you increments 46 

14 organization providing crèche facility 47 

15 Drinking facilities in your organization 48 

16 Organization provide housing facilities 49 

17 Relationship between labor and management 50 

18 Job satisfaction in this organization 51 

19 Increments in case of accidents 52 

20 Overall satisfaction with employee activities of the Organization 53 

 
 
 
 
 
 
 



 
 
 
 
 
 

List of graphs 
S. No Table Name Page 

No. 
1 Years of working in the organization 34 

2 Working environment of the organization 35 

3 Working hours of the organization 36 

4 Organization provides spittoons 37 

5 Conveyance allowance offered by the organization 38 

6 Leave policy of the organization 39 

7 Medical benefits provided by the organization 40 

8 Canteen services provided by the organization 41 

9 Rest and Lunch room facilities of the employees 42 

10 Payment of bonus provided by the organization 43 

11 organization provide Maternity leaves 44 

12 Overtime allowance offered by the organization 45 

13 Organization gives you increments 46 

14 organization providing crèche facility 47 

15 Drinking facilities in your organization 48 

16 Organization provide housing facilities 49 

17 Relationship between labor and management 50 

18 Job satisfaction in this organization 51 

19 Increments in case of accidents 52 

20 Overall satisfaction with employee activities of the Organization 53 

 
 



 

 

 

 

 

 

 

 

 Chapter I 

    Introduction 
 

 

 

 

 

 

 

 

 

 



1 
 

Introduction 

Human Resource Management is the process of recruitment and selecting employee, 

providing orientation and induction, training and development, assessment of employee 

(performance of appraisal), providing compensation and benefits, motivating, maintaining proper 

relations with employees and with trade unions, maintaining employee’s safety, welfare and 

healthy measures in compliance with labor laws of the land. 

Every business concern is to earn profits. Profits change the entire structure of the 

business. The success and survival of the organization depends on 4m’s they are 

 Men  

 Money 

 Machines 

 Materials 

Out of these 4M’s men is living thing and remaining 3M’s are non – living things. So, if we 

can handle men effectively all the remaining m’s can be easily controlled. For managing the men 

effectively in the organization. Human Resources Management becomes effective. 

The present study focuses on studying the provision of the minimum or required welfare 

facilities that need to be provided in a manufacturing concern. This study is selected to focus on 

the employee welfare benefits that are available and provided in the East India commercial 

company Ltd., Eluru within the jute manufacturing industry. 

Welfare: 

The concept of employee welfare is dynamic. The term “welfare refers to a staff of living 

of an individual or a group in the context of his physical, social and psychic environment”. 

According to Todd “Employee welfare means anything done for the comfort and 

improvement, intellectual or social of the employees over and above the wages paid which is not 

necessity of the industry”. 

Welfare includes anything that is done for the comfort and improvement of employees 

and is provided over and above wages. Welfare helps in keeping the moral and motivation of the 

employees high so as to retain the employee duration. 



2 
 

The welfare measures need not be in monitory terms only but in any kind are forms. 

Employee welfare includes monitoring of working condition, creation of industrial harmony 

through infrastructure for health, industrial relations and insurance against disease, accident and 

unemployment for the workers and their families. 

Labor welfare entails all those activities of employer which are directed towards 

providing the employees with certain facilities and services in addition to wages and salaries. 

Welfare means providing or doing well. It is comprehension term and refers to the 

physical, mental, moral and emotional wellbeing of an individual. Further the welfare is relative 

in term and scope. Labor welfare also referred to as betterment work employees work relates to 

taking care of well-being of workers by employer trade union a governmental and governmental 

agency. 

The Basic Features of Labor Welfare Measures are as Follows: 

 Labor welfare includes various facilities, services and amenities provided to workers for 

improving their health, efficiency, economic betterment and social status. 

 Welfare measures are in addition to regular wages and other economic betterment and 

social status. 

 Labor welfare schemes are flexible and ever-changing. New welfare measures are added 

to the existing ones from time to time. 

 Welfare measures may be introduced by the employers, government, employees or by 

any social or charitable agency. 
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1.1 Need for the Study: 

This study will help to know whether the facilities provided by the organization are 

helpful in betterment the lives of organization and employees. 

To know that whether welfare facilities play a prominent role on the working of 

employees, and to know the employees satisfactions. Welfare facilities will help them to get 

motivate. Employees play an important role in the industrial production of the country. Hence, 

organizations have to secure the cooperation of employees in order to increase the production 

and to earn higher profits. The cooperation of employees is possible only when they are fully 

satisfied with their employer and working conditions on the job. In the past, industrialists and the 

employers believed that their only duty towards their employees was to pay them satisfactory 

wages and salaries. 
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1.2 Objectives of the Study: 

 To examine the employee welfare and safety activities conducted in the East India 

Commercial Company Ltd. 

 To study the particular statutory and non- statutory welfare measures offered by the East 

India Commercial Company Ltd. 

 To evaluate the level of satisfaction towards employee welfare measures. 

 To analyze the working environment and working conditions of the employees. 
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1.3 Scope of the Study: 

This study aims to find out the satisfaction of the employees, whether the company is 

providing necessary health, safety and welfare measures in East India Commercial Company 

Ltd, Eluru. The scope of the current study named “Employee Welfare" is limited only to East 

India Commercial Company Ltd, Eluru. Its application is also specifically limited to the East 

India Commercial Company Ltd, Eluru. This study helps to improve the performance of the 

Human Resource Management Department. 
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1.4 Research Methodology: 

          Research is a systematic method of finding solutions to problems. It is essentially an 

investigation, a recording and an analysis of evidence for the purpose of gaining knowledge. 

According to Clifford woody, research comprises of defining and redefining problem, 

formulating hypothesis or suggested solutions, collecting, organizing and evaluating data, 

reaching conclusions, testing conclusions to determine whether they fit the formulated 

hypothesis. 

Sampling Design: 

     A sample design is a finite plan for obtaining a sample from a given employees. Simple 

random sampling is used for this study 

Sample Size: 

      Number of the sampling units selected from the employees is called the size of the sample. 

Sample of 120 respondents were obtained from the employees. 

Sampling Procedure: 

      The procedure adopted in the present study is random probability sampling, which is also 

known as chance sampling. Under this sampling design, every item of the frame has an equal 

chance of inclusion in the sample. 

Methods of Data Collection: 

     The data were collected through Primary and secondary sources 

1. Primary Data: 

   Data that has been collected from first-hand-experience is known as primary data. 

Primary data has not been published yet and is more reliable, authentic and objective. 

    Source used to get primary data is through Questionnaire. 

2. Secondary data: 

               Data  collected  from  a  source  that  has already  been   published in  any  form  is 

called  a  secondary  data. The  review  of  literature  in  any  research  is  based  on  secondary 

data. Mostly from books, journals and periodicals. 

Sources of secondary data: 
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                    Secondary data is often readily available.  After  the expense of  electronic media 

and  internet  the  availability  of  secondary  data  has  become  much  easier. 

 

The secondary sources of data are: 

 Data from magazines 

 Company website 

 Various other websites related to human resource management  

 Text books 
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1.5 Limitations of the Study: 

 All the employees of the organization are very busy with their work schedule so it was 

difficult to collect the data in detail. 

 Time was the major constraint as the available period is only six weeks, was not enough 

to study in detail. 

 The presence of co-workers with the respondent when filling the questionnaire may affect 

the respondent. 

 The information is subjected to availability. 
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             Industry profile 
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Industry Profile 

Till 1960’s jute products for packaging carpet backing were in good demand in the 

market, particularly in the export market, thereafter were the  demand for the jute packaging 

products in developed countries has shrunk due to the emergence of cheaper synthetic 

alternatives , adoptions of bulk handling practices and instability in price and supply of jute 

products. However, with mandatory use of jute packaging bags in India since the 1980’s the 

domestic market for these products has grown substantially.  

The market protection in fact made the jute industry complacent in its mode of 

functioning as well as product-mix in spite of the rapid decline in the export market. Production 

is still centered on the packaging materials, sacking and Hessian which constitute about 80 

percent of total production. The balance 20 percent of tarpaulin. In spite of substantial 

government initiative since 1980’s for promoting jute diversification through appropriate polices 

and support measures, the industry’s effort at diversification has remained far from encouraging 

.However a large number of small and medium enterprises in the decentralized sector have 

involved themselves in a big way in the manufacture of varies types of jute diversified product 

with small to large value addition. 

Jute: 

 Jute the ‘golden Fiber’ of India has various inherent characteristics like high tensile 

strength, low extensibility long durability, fire and heat resistance, silkness. Luster and long 

staple length. India is the single largest jute producer in the world producing around 35% of the 

world production. Jute is not only a major textile fiber but also a raw material for nontraditional 

and value-added products helping in environment protection and maintaining ecological-balance. 

Besides it also has an enviable market both local and international. 

Salient features of the Industry: 

The jute industry is primarily agro-based and the production of raw jute is subject to 

vagaries of nature like floods and droughts. It is grown in those areas where paddy can also 

grow. Generally, the farmers response to price changes in determining the acreage under jute 

cultivation is highly sensitive. And these highly sensitive prices for raw jute are remunerative for 

farmers & this motivates them to keep undertaking jute cultivation. Further the production of raw 
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jute in India is directly related with the area under cultivation with an almost consultant yield. 

The average yield in India is 7 bales per hectare against 9.5 in Bangladesh and Thailand. 

Unfortunately in the years of production in our country, not much work had been to improve the 

yield per hectare. This resulted in shortage of raw jute. 

Supply of Raw Jute: 

The supply of raw jute being seasonal, its procurement has to be made within a period of 

five to seven months and it requires careful forward planning based on general price level of raw 

jute relative prices of different grades of fibers and projected required of each quality of jute for 

a particular period on the basis of product-mix and standard-mix of each quality of product. 

The order to stabilize production and price of raw jute corporation of India a wholly 

owned public limited company of the government of India was setup in April 1971 with the 

following as its main functions:- 

 Export and import of raw jute. 

  Internal marketing of jute and 

 Undertaking measures for export promotion of jute goods. 

The corporation assures a timely price support to the farmers and supplies at reasonable 

prices to the industry. Besides a system of statutory price for raw jute by the union government 

was introduced in the 1972-73 season to ensure minimum price for the farmers. The system of 

minimum support price is reviewed every season on the recommendation of the agricultural price 

commission. 

Scientific grading of raw jute is essential for purpose of proper marketing. Raw jute bales 

are appropriately graded on quality, strength and color. These grades mainly classified as TD1, 

TD2, TD3, TD4, TD5, W1, W2, W3, W4, W5, M1, M2, B1, B2, Jungli etc., in these 

abbreviations TD stands for Tossa/ Daise, M and B stands for white Mesta and Bimli 

respectively. These represent four main categories of jute. 

A great Opportunity: 
It is now evident that unless serious attempts are made transform the image of jute 

products form cheap traditional packaging materials to value- added products suitable for other 

diversified end-user, the growth of the jute sector will be adversely affected. The growing global 
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concern for the environment and increasing consumer preference for biodegradable natural fiber 

products have opened up a great opportunity for diversifying the usage of jute. 

However the extent of enhancing this potential depends totally on the capability to meet 

the challenge of producing the best products in terms of technical attributes as well as consumer 

acceptability, such capability can only be built up through future investment, technological up 

gradation and strategic promotion by both organized and decentralized units, strengthened by the 

governments support.    

1: DJP Capacity and Production 
 No of 

Units 
Capacity 

Unit 
Quantity Productions 

in 2004-05 
Quantity Value 

(In 
Rs.Crore) 

Shopping 
& Hand 

Bag 

576 Pcs 68 Million Pcs 42 Million 113.34 

Floor 
Covering 

344 Sq.M. 29 Million Sq. M 11 Million 106.40 

Decorative 
Fabric 

70 MT 10.5 Lakh MT 36.7 Lakh 70.82 

Geo 
Textile 

9 MT 21,000 MT 19,000 36.92 

Composite 
& Particle 

Board 

9 MT 18,000 MT 5,500 9.54 

Source: JMDC 
 

TABLE-1 
Industry Milestone 

1854 - Birth of first Indian jute mill at Rishra in 1855 of West 
Bengal.    

1854-1950 - Growth of jute Industry. 

1950-1960 - Adverse effect on Raw jute supply due to partition of 
Bengal increasing of Raw jute Cultivation in West 
Bengal. 

1960-1970 - Golden period of jute industry. 

1970-1980 - Loss of export market to synthetic especially in case in 
India. 
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1980-1990 - In roads synthetic in the area of jute packaging, even in 
India. Protection extended to jute industry through 
mandatory orders by government of India, initiation of 
jute diversification. 

1990-2000 - Growth of jute decentralized sector in diversified jute 
product manufacturing. 
Growth of export market for natural fiber products. 

 

Socio-Economics: 

 About 4 million farmers and 0.25 million jute mill workers are involved with jute 

economy. 

 About 700 jute diversified products units established in small and cottage sector for value 

added jute utility, gift and home textile production. 

 The golden fiber industry has been facing hurdle due to globalization process. 

 Annual raw jute production and jute goods production are bales. 

 A cluster of jute twines units and 4 jute mills in Andhra Pradesh. 

 Jute cultivation increases fertility in the soil naturally for other cash crop production and 

provides live hood to poor farmer family. 

SWOT Analysis: 

 Global awareness in natural fiber promotion, wise market acceptability. 

 Life cycle cost of jute is cheaper then synthetic fiber. 

Jute Products: 

The products manufactured from raw jute can broadly be classified under the following 

main heads, although they may have different specifications. 

 Hessian 

 Sacking 

 Carpet Backing 

 Other manufactures, include twisting canvas and other items. 

The production of jute goods has been fluctuating in recent years depending upon the 

demand pattern in domestic as well as foreign markets and the availability of raw jute. The 
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product mix also changed with a perceptible shift in favor of sacking and other manufactures like 

carpet backing, canvas and other items. 

The industry was fairly export-oriented, and as such a major part of the industry’s 

production was exported. However the dependence on the export market is slowly going down 

due to increase in production and use of synthetics in foreign countries. As a result the industry is 

slowly undergoing a transformation such that domestic market is gradually replacing the export 

market due to increase in demand arising out of higher food and material output. 

Major Products: 
Considering the volume of production vis-à-vis sales, the major areas of diversification 

for jute are:- 

Small- capacity shopping hand bags, home textiles( floor coverings, wall hangings) jute 

blended fabrics ( serving mainly as decorative fabrics) , gift articles, jute textiles, jute composites 

and particle boards. 

Shopping and hand bags: 

These have been established as the most promising diversified products of jute due to 

their excellent texture and aesthetics. These are manufactured from Hessian or jute-cotton union 

fabrics with or without laminations with handles of cane / bamboo/ cotton braids, and zippers. 

India has been the largest exporter of these green bags. The export market has already crossed 

Rs.100 corer which can be enhanced if any quality and design are improved. 

Floor Coverings: 

Varied type of jute floor coverings such as mats and matting, floor covering with jute 

base, jute and blended carpet, durries, rugs are produced by units already engaged in floor 

covering manufacture with other natural fibers. All such floor coverings have good dimension 

stability, excellent rugged texture and attractive exotic designs. They are becoming increasingly 

popular as eco-friendly items for room décor and have already exhibited good growth potential 

in export. The sustenance of this growth will depend on further quality improvement, especially 

with respect to fiber shedding and color fastness and also on more attractive designs using CAD. 
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Decorative Fabrics: 

Jute-based decorative fabrics are mainly produced by the handloom/ power looms units in 

the decentralized sector and bleached/ dyed /printed jute Hessian fabrics mostly in the organized 

sector. Other types of union/blend fabrics with more than 50 percent jute content are produced by 

the decentralized unit, using different weave patterns and incorporating attractive designs. While 

some of these fabrics are sued as a furnishing due to their thickness, texture, dimensional 

stability and anti-static characteristics, many other fabrics are used in fashion bags for ladies, or 

attractive household items like lamp-shades. Some designed fabrics, woven with jute yarns 1 

combination of fancy textiles yarns or golden metallic threads are already in demand overseas 

counties for decoration on festive occasions, especially Christmas. 

Wall Hangings: 

Attractive wall hangings made of fiber, yarn and fabric of jute and increasingly making 

their presence felt in the home décor market. Low-cost and aesthetic appeals owing to their 

characteristic textures are the main strengths of such products. 

Gift Articles: 
Hand-crafted gift article of jute are as different and varied as they can be. The tea 

coasters, string bags, purses, water bottle carriers, hanging chairs and pen stands and even ethno-

chic ornaments for ladies, all made of jute by skilled craftsmen/ crafts women are becoming 

popular in the domestic market. A Large number of women are engaged in manufacturing these 

handicraft items. 

Geo-textiles: 
Jute geo-textiles is a preferred choice whenever the solution for a specific geo-technical 

problem demands geo-textile attributed like biodegradability , high water holding capacity, 

higher frictional character and soil enrichment either independently or into combination. For this, 

erosion control, high way slope independently or in combination. For this erosion control, 

highway slope protection and soft soil consolidation can be considered as the priority areas for 

application of JGT. Several erosion control and highway slope protection projects in the U.S. and 

Switzerland have the established the efficiency of JGT and more importantly its merit of 

biodegradability for ecological reasons. 

The next preferred are can be the stabilization of roads with not much heavy traffic load. 

In the case of road stabilization the reduced strength and poor condition JGT beyond two seasons 
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cycles after placement should not be of any concern as by the time fabric would have already 

played in important role in providing a self-sustaining sub-grade for most type of soils. The Gin 

in the strength of the sub-grade with time has been substantiated by the field trails data showing 

much improvement in CBR value by using JGT. However, any further improvement in durability 

of JGT through appropriate treatment will strengthen the users preference in favor of eco-

friendly JGT. In India, a few fields trails have established JGT’s efficiency in stabilizing the 

mine spoils. 

Composites & Particle Boards: 
Due to its inherent characteristic, jute fiber is a suitable candidate for effective use in 

production of fiber reinforced composites. Jute composite products are eco-friendly and techno-

economically comparable with traditional wood/ plywood materials and have found wide-

ranging applications in building interior and transport sectors. The following types of jute fiber 

reinforced composite products and jute stick particle boards are being manufactured , boards of 

jute phallic resin, boards of jute stick particles, jute thermoplastic boards and auto-trims jute-

polyester resin. 

Jute-phonemic resin boards manufactured by a few entrepreneurs using jute fabrics/felts 

are sued mainly as plywood substitutes for end uses such as door panel, furniture and packaging 

and as wall panel seat/back rest and even mechanical components in railways coach building jute 

stick particle boards, manufactured by seven units are already popular in false ceiling vertical 

paneling and interior decoration while interest is shown for use as table-up and in furniture-

making.    

Jute- thermoplastic boards, made by an entrepreneur using wastes of jute and plastic, has 

entered the market as an effective material for use as industrial pellets, cable winders, and garden 

chairs, tables and fencing. 

It is perfect example of saving the environment by recycling unwanted synthetic garbage 

and value-added use of jute wastes. Jute-based auto-trims are now manufacturing by tow 

entrepreneurs, one in the organized mill sector. 

Tangible Progress: 
As a result of the growing interest in manufacturing JDEs mainly in the decentralized 

sector and the government support through the JMDC from marketing, modernization and 
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product development through NCJD for providing escort services to SMEs, the impact of jute 

diversification can be assessed through the following indicators. 

Manufacturing and Employment: 
The number of JDP units increased from 420 in 1993-94 1320 in 2004-05, registering a 

CARG of 12 percent annually as per a JMDC-survey, 2005. Through jute is grown in the eastern 

parts of india, the decentralized units making JDPs can now be found in many other regions-U.P 

Andhra Pradesh , Tamil Nadu, Haryana, Delhi and Kerala. This widely spread manufacturing 

base indicates that JDP has become an item of interest for entrepreneurs across the country. 

Annual production capacity as in January 2005, for major JDPs is given table-1. 

Employment in the decentralized JDP segment has grown form 53,000 in 196-97 to 1.83 

lakhs in 2007-2008. 

Sales: 
JDP sales in 2003-04 were rs.1299.21 crore 30 percent of total jute goods production in 

value terms. Production in 2003-04, of major JDPs. 

Export: 
The export of five major JDPs and their compounded average growth rate during 2005 

are shown table-2. Total exports were Rs.253.7 crore which accounted for 22.1 percent of total 

jute goods export. The exports have exhibited encouraging growth with 16 percent CAGR. The 

share of major items in the JDP export basket. 

Product Development: 
To avoid failures, development of any product must be based on the needs of the market. 

For this purpose there is a strong need for cooperation between consumers and manufactures. To 

engineer jute diversified products keeping in view the market demands for the functional 

properties and / or appearance and feel it may be required on the hand to blend jute with other 

fibers especially finer ones and on the other to employ appropriate mechanical and chemical 

processing techniques. 

The essential pre-requisite for any product development is to define the requirements in 

the new product or “product goals”. During development of any new JDP, the developers should 

keep in view the prices of alternative products. It is worth mentioning here that in roads of 

synthetic alternative have taken place, not so much due to their superiority, but due to lack of 

knowledge and exploitation of the potentialities of jute. 
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Specialists in Baling Machines: 

For products of 

Cotton Waster Cotton Delint Cotton Yarn 
Silk Wool Hair Waster paper 

Paper Boards Coir Fiber Raw jute Jute Bags 
Tobacco Paddy Straw Waster corrugated Biogases 

Iron Scrap Cloth Polyester Fiber etc; 
 

Promotion as ‘Eco-Fiber’ 

If the many environmental advantages offered by jute products the following should be 

stressed in any comparison with similar synthetic products: 

 Jute is an annually renewable crop with much lower oil equivalence as compared to any 

synthetic fiber. 

 Industrial production of any jute product consumers a fraction of the energy required for 

the manufacture of synthetic raw materials and products. 

 In terms of C02 emissions, jute has a clear advantage over any of its synthetic alternative. 

Life cycle of any jute product can be considered as less environmentally damaging than 

that of any of the competing synthetic products. Jute products are biodegradable and decomposed  

jute materials do not have any hazardous impact on the environment. 

From the standpoint of eco-balances it is not widely accepted that the factors of energy 

use, greenhouse emission, renew ability and sustainability are the most critical elements in any 

assessment of long term like jute score heavily over synthetic fibers. The union Ministry of 

Textiles is keen to jute diversification for the benefit of the sector. 

Two government agencies, Jute Manufactures Development Council (JMDC) and 

National centre for the Jute Diversification (NCJD) are working to develop entrepreneurs in the 

areas of Jute diversification. JMDC is helping entrepreneurs in marketing JDPs by arranging 

their participation in major international and national exhibitions. Due to JMDC’s external 

market assistance scheme, export of JDP’s has shown a significant growth in recent years , to 

strengthen the manufacturing front, NCJD offers to entrepreneurs in the decentralized  sector, 

escorts services towards raw material procurement , technology transfer, training and design 

development. 
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National Institute of Research on Jute & Allied  

Fiber Technology 

(Indian Council of Agricultural Research) 

Our Endeavour Technologies to Offer 
 To carry out basic and technological 

research on jute and allied fibers. 

 To promote productions of good quality 

 To upgrade the fiber and the product 

quality fibers. 

 To find diversified uses of plant fibers, 

their agricultural by products and the 

industrial wasters in large scale 

decentralized sectors. 

 To act as a centre of human resources 

development in relations to jute & allied 

fiber and establish linkages among different 

scientific and industrial organizations. 

 Grading of raw jute. 

 Quality testing equipment and instruments. 

 Fungal culture for quality improvement of 

raw jute. 

 Jute stick particle board. 

 New sprint from whole mesta plant  

 Caplon Blankets 

 Wrap and covered yarn 

 Miniature jute spinning system 

 Mushroom from jute waster 

 Floor covering from jute non wovens 

 Bio-Pulping of jute stick 

 Jute yarn hairness meter 

 Non-woven jute geo-textiles 

 Processing of ramie& sisal. 
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Company Profile 

Brief History of the Company: 

Sri Krishna Jute and Cotton industry was established in 1910 by local zamindar of eluru 

name Ganga Raju’s Mothey’s family. Due to improper administration of raw material and labor 

problems they closed the industry in 1930 for some period at that time. The father family from 

Calcutta has taken the industry for lease with the shares from local people and they started 

improving the mill. In 1947 the organization was named as “East India Commerical Company” 

lease for “Sri Krishna Jute Mill”. 

At present the turnover of the factory is 60-70 crores per year. Average production per 

day is 80 tons. The maintenance of the factory is satisfactory. East India Commerical Company 

Limted has nearly 300 employees working. In the factory 2800 workers are working on 

permanent basis. 1700 are badili workers and other staff and supervisors 200 approximately. The 

present managing directors is Mr.Brij Gopal Lunani. This factory is traditional organization 

where a family runs the whole factory and the entire key post. 

East India Commerical Company Limited Jute Mills has one unit more units besides Sri 

Krishna Jute Mills Ltd., Krishna Hessians, Kotturu. 

Sri Krishna Jute Mills Financial Year start on 1st April and end of 31st march , now East 

India Commerical Company has 2,75,000 authorized equity shares of rs.100/- each and 2,70,674 

subscribed equity shares of Rs 100/- each. It celebrity , safety day on 5th march of every year. 

The raw is being purchased from several purchasing centers in A.P., Orissa and west 

Bengal. 

Company is mainly based on order from various customers, mainly the manufactures of 

paddy bags. 

Board of Directors: 

The board of directors of the EICC comprises of the following:- 

1. Mr.Alok Bhartia Chairman 

2. Mr. Brji Gopal Lunani Manging Director 

3. Mr. Deepak Bhartia Director 
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4. Mrs. Alpana Bhartia Director 

5. Mr. B.Shyamsukha Director 

6. Mr. Manahar Gopal Lunani  Director 

7. Mr. Siva Shankar Lunani Director 

8. Mr. Ashok Kumar Lohia Director 

 

Indian Jute at a Glance: 

1. Average land under jute cultivation: 1,01,400 hectares. 

2. Average production of raw jute: 10,500 thousand bales 

3. Number of jute mills: 73. 

4. State wise distribution: 

West Bengal - 59 

Andhra Pradesh - 4+1(Hessian) 

Bihar - 3 

Uttar Pradesh - 3 

Orissa - 1 

Madhya Pradesh - 1 

Tripura - 1 

 

5. Average production of jute goods: 17,000 thousand tons. 

6. Average export of jute goods: 181 thousand ton. 

Organizational Structure of the Company: 

It consists of 3levels i.e., 

1. Top level 

2. Middle level 

3. Lower level 

 Top Level Management: 
   Managing director and next to him is director. They consists top level management. 

 Middle Level Management: 
  All department heads of organization i.e., from personnel department, finance 

departments, quality control departments, production department etc., 
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Lower Level Management: 
Remaining person who either belong to administration or company are considered under 

lower level management namely assistant mechanics office assistants, attendees , security 

guards, clerks, security superintendents. 

Flow Chart 

A brief regarding the process of manufacture along with a flow chart of the product under 

reference shall be given. There are several departments in the jute processing from the beginning 

till the finishing stage. They are as follows:- 

                                     Preparing Department 

                                                   ↓ 

                                     Spinning Department 

                                                   ↓ 

                                     Winding& Twisting Department 

                                                   ↓ 

                                     Beaming Department 

                                                   ↓ 

                                     Weaving Department 

                                                   ↓ 

                                     Finishing Department        

The entire manufacturing process can be divided into the following individual department. 

1. Batching Department: 

Jute is normally delivered to the mills in the form of bales. The bales received at the mill are 

first weighed at the recurring point and after it, jute was taken to the godown and stored the daily 

jute issues are made to batching department where the bales ate opened and “selection” of fiber 

done. A portion however small from every bale has to be “Selected out” being suitable for some 

interior or superior variety of yearns. 

Jute is grown is different areas and varies in strength, colour and fineness the first step in 

preparing  the fiber is naturally batching constructing of bending to various fibers selected or 

otherwise to obtain uniform it’s in strength and callout to given the precise quantity for spinning. 
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In the first mechanical operation in the mill, the jute is fed in between sets of heavy spiral 

fluted rollers. This process helps in removal of dust sticks and barky portions adhering to the 

fiber, besides softening the fiber is general while the material is passing though softener, 

emulsion of oil generally a mineral oil called jute Batching oil and water is applied on jute. The 

softened is kept in piles for 24 to 100 or more hours depending upon fiber quality. This process 

renders the fiber thoroughly plain. 

2. Preparing Department: 

After pilling still hard portion of roots in jute is correctly cutter by knives. The fiber are then 

carded , first in breaker card and tent in finisher card and next in finisher card, which reduce the 

average length of the fiber by teasing and combing and deliver then in the from if a ling 

continuous ribbon 5 or 6 in width called sliver. In the case of fibers which are burden breaker 

carded material is given an extra passage of carding in inter card banner being. Put in finisher 

card. The principle function of CARDICG is to split the comitials of fiber fed into then by 

separating as far as possible the individual stranded of mire is as to break. Their adherence to one 

another and at the same time attenuate fiber mass. 

  The carded jute is next to fed into drawing machine which draws out and attenuate the 

server parallelize the fibers and by mass of a doubling process produce a another more over 

sliver. The drawing operation consists of three passage of material light yarn side month the 1st 

drawing machine, second drawing machine and in the case of hears yarn two passages. Through 

it and finished drawing machine is ready for being common into yarn is spinning department. 

3. Spinning Department: 

The spinning frames covert the sliver of the finisher drawing machine into yarn light yarn 

i.e. Hessian wrap/ and sacking warp yarn as sale yarn up to 18/4th pitch spinning gamers. 

4. Winding and Twisting Department:  

They yarn span is spinning department, which cones packed is a bobbin is directly 

winded into the form required yarn is generally converted in to the following from. War yarn is 

spool winding machine for use is making because preliminary to making gunny cloth (consumed 

with in the factory). Sewing twine is, spool winding machine for use as selvedge in beaming and 

for sewing of bags. Weft yarn in caps un cap winding machine for use in weaving for produce 



23 
 

sacking/Hessian fabric. Single yarn is caps in cap wending  machine. Single yarn in caps spool 

winding machine far selling as such/converted into hanks/spols and packed into bags of 50 kgs 

of 180-200 kgs as required. 

5. Beaming Department: 

In the skeleton bags are prepared and as per the requirement of the customer the 

thickness, the width and the quality will be maintained. 

6. Weaving Department: 

There are automatic looms. In the looms electic prepare and then in the cylinder machine 

with the help of stem pressure the cloth with be pressed and passed through the rolls. 

7. Finishing Department: 

Women cloth is measured, damped and cylindered to produce the desired smoothness of 

finish. The sacking fabric finished as above and after inspection for quality desire into required 

sizes and then stitched to make bags which are inspected bundled and final packed into bales. 

  The sacking fabric finished as in 10 above ids in 10 above is inspected and folded on 

lapping machine and packed into bale. 

  Yarn and twine intended for sales as such is packed in the form of bales of 180 to 200 

kgs. Each bags if 50kgs in each. 
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Theoretical Framework 

Introduction: 

Employee Welfare: 

Employee welfare is an essential part of social welfare. It involves adjustment of an 

employees work life and family life to the community or social life. Employee welfare is in the 

interest of the employee, welfare measures help to counter act the negative effects of factory 

system. These measures enable the employee and his family lead a good life. Welfare facilities 

like housing, medical and children’s education, etc., help to improve the family life of 

employees. For the employers, welfare measures lead to higher morale and productivity of 

labour.  

 Employee welfare is also in the interest of the larger society because the health happiness 

and efficiency of   each individual represents the general well-being of all. Well-houses, well-fed 

and well-looked after labor is not only an asset to the employer but serves to raise the standards 

of industry and labour in the country. After employees have been hired, trained and remunerated, 

they need not be retained and maintained to serve the organization better.  

          Employee welfare includes provision of various facilities under amenities in and around 

the work place for the better life of the workers. It is a part and parcel of social welfare. The term 

social welfare notes the welfare of the entire society where as ‘labour welfare’ is a narrow 

concept concerned with the welfare of workers. 

                 Welfare facilities include medical, sports, education, cultural and other facilities. In 

India, some welfare facilities are compulsory as per labor laws while others are purely voluntary 

in character. It should be noted that expenditure on labor welfare is a profitable measurement in 

the long run as it motivates the workers for higher productivity. 

Definition: 

Welfare ‘means faring or doing well. It is comprehensive term, and refers to the physical, 

mental, moral and emotional well-being of and individual. Further, the term welfare is a relative 

concept, relative in time and space. It however varies from time to time, from region to region 

and from country to country. Welfare, refers to as betterment work for employees, relates to 
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taking care of the well-being workers by employers, trade unions, and Government and Non-

Governmental agencies. 

Welfare is also defined as a term which is understood to include such services, facilities, 

and amenities as may be established in or in the vicinity of understanding to enable the persons 

employed in them to perform their work in healthy, congenial, surroundings, and to provide them 

with amenities conductive to good health and high morale. 

Welfare has two aspects. One is negative and other is positive. On the negative side is 

welfare is concerned with counteracting the baneful effects of the large – scale industrial system 

of production especially capitalistic so far as India is concerned on the personal family and social 

life of the worker. On the positive side, it deals with the provision of opportunities for the worker 

and their family for a good life as understood in its most comprehensive sense. 

Scope of Employee Welfare: 

The scope of employee welfare can be interpreted in different ways by different countries 

with varying stages of economic development, political outlook and social philosophy. 

Sometimes the concept is very wide one is more or less synonymous with conditions or work as 

whole. 

It may not include the minimum standard of hygiene and safety laid down in general 

legislation, but also such aspects of working life as social insurance, schemes ,measures for 

protection of women and young workers, limitations of hours of workers, paid vacations etc. 

All extra mural and intra mural welfare facilities as well as statutory welfare measures 

under taken by the employers, government, trade unions or val entry organizations fall within the 

scope of the employee welfare. It also include social  security welfare measures which 

contributes to workers welfare such as industrial health insurance, provident fund, gratuity, 

maternity benefits, work men compensations, pension and retirement benefits etc., which are 

specifies of large family encomposed by the term employee welfare. 

Importance of Employee Welfare: 
Welfare is justified for several reasons. It is desirable to collect the services of typical 

workers with the context. It helps dig and haul coal some deaths of the earth to fetch and refine 

oil, to build damns and reservoirs, to lay pipes, canals, railway lines and roads. It creates and 
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transmits power through various phases of manufacturing patterns raw materials in to finished 

products of necessity as well as luxury. 

The industrial worker is indeed a soilder safe guard in the social and economic factors of 

the industrial economy and his /her actions and interactions within the industrial frame work will 

have a great impact and influence on industrial development. The social and economic aspects of 

the life of a worker have direct influence on the social and economic development of the nation. 

There is every need take extra care of the workers to provide both statutory and non- 

statutory facilities to him/her. Another argument in favour of employee welfare is that the 

facilities help to motivate and retain employees. Most welfare facilities are hygiene factors, 

which according to Hertzberg, create dissatisfaction if not provided. Remove dissatisfaction, 

place an employee favourable mood, provide satisfies and then motivation will take place. 

Welfare facilities besides removing dissatisfaction develop loyalty in workers towards the 

organization. 

Welfare may not directly increase productivity, but it may add to general feelings of 

satisfaction with the company and cut down labor turn over. The logic behind providing welfare 

facilities create efficient, healthy, loyal and satisfied force for the organization and also for the 

nation. In India industrial workers get the benefit various welfare facilities the purpose is to 

provide them with better life and also make them happy and efficient. 

The Important Benefits of Welfare Services are as Follows: 
 Welfare facilities provide better physical and mental health to the workers and make 

them happy. 

 Such service facilities like housing scheme, medical benefits, and education and 

recreation facilities for the workers families help to create contented workers families. 

 This will help them to devote greater attention towards their work. The gain in terms of 

productivity and quality of work will be large indeed. 

 Employees services serve to maintain some degree of peace with the employees unions in 

as much as these constitute a considerable part of the bargaining package. The harmony 

and the good relations that results are the king pin of higher productivity. 
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 Employers get stable labour force due to the provision of welfare facilities workers take 

active interest in their jobs and work with a feeling of involvement and satisfaction. They 

also find their work interesting. 

 Employers secure the benefits of high efficiency, cordial industrial relations and low 

labor absenteeism and turn over. 

 Welfare measures raise productivity and bring industrial peace and cordial management 

relations. 

 An employer is able to attract talented workers from the labor market by providing 

attractive welfare facilities. 

Various Labor Enactments: 
Employers are statutory require to comply with the provisions of various welfare 

amenities under different employee welfare legislations. 

Important acts relating to labor welfare are; 

1. The Factories Act, 1948. 

2. The Plantation Act, 1951. 

3. The Mines Act, 1952. 

4. The Motor Transport Workers Act, 1961. 

5. The Contract Labour 

6. Registration and Abolition Act, 1979.The Inter Stage Migrant Workmen  

And many other welfare and social welfare Acts are enacted. 

The Factories Act, 1948 
Every factory shall provide adequate and suitable facilities for, 

 Washing or drying wet clothes and storing of clothes not worm during working hours. 

 Sitting arrangements for employees who are requiring working in standing position in 

order that may takes short rest in the course of work. 

 First aid boxes or cupboards equipped with the prescribed contests at least one for every 

150 workers. 
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 Ambulance rooms for 500 or more workers. The ambulance room shall be of prescribed 

size, having equipment and medical and nursing staff as prescribed which should be 

made readily available during all working hours. 

 A canteen for 250 or more workers. 

 The canteen shall be suitably located and sufficiently lighted and ventilated. It shall be 

one of the prescribed sizes, equipped with necessary furniture, utensils etc., and operated 

on non-profit basis. 

 Rest rooms or shelters and lunchrooms with provision for drinking water 160 or more 

workers are there. 

 Crèches if 30 or more workers are employed. creches shall be sufficiently lighted and 

ventilated and maintained in a clean and sanitary condition under the charge of women 

trained in child and refreshment for children and facilities afar feeding of children at 

necessary intervals by their mother shall be made as per rules by their mother shall be 

made by as rules by the government. 

 If 500 or more workers are there then the welfare office shall be employed. 

 The state government lays down the scale standards to various welfare facilities. 

Objectives of Employee Welfare Activities  

1. Partly humanitarian i.e., to enable workers to enjoy a fuller and richer life. 

2. Partly economic i.e., to improve the efficiency of the worker to increase its availability 

where it is scare and to keep him contneted so as to minimize the inducement to form or 

join unions and to restore to strikes. 

3. Partly civic i,e., to develop a sense of responsibility and dignity and thus make them 

worthy citizens of the nations. 

4. Another object of the employee welfare is to fulfil the future and aspirations of employee. 

5. In view of above discussions it is clear that employee welfare measures are to be 

inevitably undertaken by the employers to reduce absenteeism and employee turnover 

and to increase production. Therefore in the final analysis employee welfare services 

should. 

6. Enable the workers to live a richer and more satisfactory life. 

7. Contribute to the productivity of employee and efficiency of the enterprise. 
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8. Raise the standard of living of workers by indirectly reducing the burden on their purse. 

9. It should be based on an intelligent production of the future needs of industrial work, and 

be so designed as to offer a cushion to absorb the shock of industrialization and 

urbanization on workers and administratively viable and essentially development in 

outlook. 

Features of welfare measures: 
 Welfare includes various facilities, services and amenities provided to various workers 

for improving their health, efficiency, economic betterment and social status. 

 Welfare measures are in addition to regular wages and other economic benefits available 

to workers due to legal provisions and collective bargaining. 

 Welfare measures are flexible and ever changing. New welfare measures added to the 

existing ones from time to time. 

 Welfare measures may be introduced by the employers, Government and employees or 

by social or charitable agency. 

 The purpose of welfare is to bring about the development of the whole personality of the 

worker to make him a good worker and a good citizen. 

The employees feel satisfied if they are provided with such facilities and they who also feel 

committed to the organization. Though welfare services are merely maintenance factors and not 

motivators, yet they are necessary for the health of the organization since they bear close 

connection with productivity of the employees. 

These are not a form of employers goodwill or charity to the workers, but re facilitative 

service to build and maintain the morale of the workers to achieve the objectives of the 

organization. 

Welfare services relative to physical and social wellbeing of the employees both within and 

outside the organization. Within the organization, these include provisions of medical benefits, 

sanitary facilities, rest rooms, etc. they maybe also including meals and refreshments supplied 

free of cost or at subsidized rates to the employees. These are not a form of employers good will 

or charity to the workers, but are facilitative services to build. But outside the organization, 
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welfare arrangements include provisions of housing accommodations, education of children or 

employees, medical advice for the family etc. 

Welfare services are not a charity, they are essential to get higer productivity from the 

workers by satisfying their needs. On the whole these services may be basically many types. 

Some of them are briefly discuss in the following way. 

Mouthy gives a comprehensive list of welfare activities in his monumental work on welfare. 

He divided welfare into two different measures into two broad groups, namely  

Welfare measures inside the work place and 

Welfare measures outside the workplace. 

Each group includes several activities, each one is briefly explained in the following: 

1. Welfare measures inside the work place 

A. Conditions of the Work Environment 

a) Neighbourhood safety and cleanliness, attention to approaches. 

b) Housekeeping, up keeping of premises-compounding wall, lawns 

gardens, and so forthegeress and ingress, passages and doors, white 

washing of walls and floor maintenance. 

c) Work shop (room) sanitation and cleanliness, temperature, humidity, 

ventilation lighting, elimination of dust, smoke, fumes, gases. 

d) Control of effluents. 

e) Distribution of work hours and provision for rest hours, meal times and 

breaks. 

f) Workmen safety measures that is maintenance of machines and tools, 

fencing of machines providing guards, helmets ,aprons, goggles and first 

equipment . 

g) Supply of necessary beverages, and pills and tablets, that is salt tablets, 

milk, soda.  

B. Conveniences 

a) Urinals, and lavatories, washbasins, bathrooms, provisions for spittoons, 

waste dispels. 
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b) Provisions of drinking water- water coolers. 

c) Management of workers cloak rooms, rest rooms, reading rooms and 

library. 

C. Workers Health Services 

a) Factor health centre- dispensary, ambulance, emergency aid, medical 

examination for workers. 

b) Health education 

c) Health research 

d) Family planning services. 

D. Women And Child Welfare 

Antenantal and postanantal care, metranity  aid, crèche and child care , 

womens general education, separate services for women workers, that is 

lunch rooms, urinals, rest rooms, womens recreation(indoor), family 

planning services. 

E. Employment Follow Up 

Progress of operative in his/her works, his/her adjustments problems with 

regard to machines and work load, supervisors and colleagues, industrial 

counselling. 

F. Economic Services 

    These provide some additional economic security over and above wages 

or salaries, such as, pension, life insurance, credit facilities, co-operatives, loans, 

financial grants, thrift and saving schemes and budget knowledge, unemployment 

insurance, health insurance, employment bureau profit sharing and bonus 

schemes, transport services, provident fund, gratuity and pension, rewards and 

incentives, workmens compensation for injury, family assistance in time of need 

etc. 

Establishing a proper pension programme will reduce dissatisfaction in the 

area of economic security. Pension is a kind of deferred payment to meet the 

needs of the employees in their old age. Generally, the amounts of pension 

related to the last pay drawn and total number of years of service put-in by the 
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employee. Some organisations had a scheme of family pension, which provide 

for payment of pension to family members. 

G. Labor Management Participation 

a) Formation and working of various committees, that is, works committee, 

safety committee, canteen committee, consultation in welfare area, in the 

area of administration, in the area of public relations. 

b) Workmen’s arbitrary council. 

c) Research bureau. 

Workers Education: 
 Educational facilities may be provide by the organization to the employee’s children by 

standing as a school for them. 

 Reading room. 

 Library. 

 Circulating library. 

 Visual education. 

 Literacy classes, adult education, social education. 

 Daily news review. 

 Factory news bulletin. 

 Co-operation with workers in education services. 

I. Welfare Measures Outside The Workplace 
 Housing bachelors quarters. 

 Family residences according to types and rooms. 

 Water, sanitation, waste disposal. 

 Roads, lighting, parks, recreation, play grounds. 

 Schools, nursery, primary, secondary and high school. 

 Markets, co-operatives, consumers and credit societies. 

 Bank. 

 Transport. 

 Communication-post, telegraph, and telephone. 
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 Health and medical services- dispensary, emergency ward, outpatient and 

impatient care, family visiting, family planning. 

 Recreation-games, clubs, craft centres, cultural programmes, that is music 

clubs, interest and hobby circles, festival celebrations, study circles, 

reading room and library, open air theatre, swimming pool, athletics, 

gymnastic. 

 Watch and ward- security. 

 Community leadership development- council of elders, committee of 

representatives, administration of community services and problems, 

child, youth and women’s clubs. 

Welfare Facilities May also be Categorized as Follows 
 Intra - mural and 

 Extra - mural. 

Each One is Briefly Explained in the Following: 

 Intra-Mural Facilities 
These activities consists of facilities provide within the factories and include 

medical facilities, compensation for accidents, provision of creches and canteens, supply 

of drinking water, washing and bathing facilities provision of safety measures, activities 

relating to improving conditions of employment, and the like. 

 Extra-Mural Facilities 

These activities cover the services and facilities provided outside the factory such 

as housing accommodation, indoor and outdoor, recreational facilities, amusement and 

sports, educational facilities for adults and children and the like. It may be stated that the 

employer, the government, non-government organizations and trade unions, may provide 

the welfare activities While, what employers provide will be stated later, the activities 

undertaken by other agencies.   
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Data Analysis  

& 

Interpretation 

1. From how many years you are working with this organization? 

Attributes No. of Respondents % of Respondents 

0-5 Years 68 56.67 

5-10 Years 48 40 

10-15 Years 3 2.5 

More than    
15 Years 

1 0.83 

Total 120 100 

 

’ 

Interpretation: 

From the above table it is clear that out of 120 respondents 56.67% of the 

respondents were working for 0 to 5 years, 40% of the respondents were working for 5 to 

10 years, 2.5% of the respondents were working for 10 to 15 years and 0.83% of the 

respondents were working for more than 15 years. It means that employees retention is 

good. 
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2. How do you rate the working environment of the organization? 

Attributes No. of Respondents % of Respondents 

Excellent 16 13.33 

Good 28 23.33 

Average 45 37.5 

Poor 31 25.84 

Total 120 100 

 

            . 

Interpretation: 

From the above table it is clear that out of 120 respondents 13.33% of the 

respondents stated that environment is excellent, 23.33% of the respondents stated that 

environment is good, 37.5% of the respondents stated that environment is average and 

25.84% of the respondents stated that environment is poor. Organization is a 

manufacturing unit so the environment does not look good. 
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3. How do you rate working hours of the organizations? 

Attributes No. of Respondents % of Respondents 

Highly 
Satisfied 

41 34.17 

Satisfied 45 37.5 

Partially 
Satisfied 

26 21.67 

Dissatisfied 8 6.66 

Total 120 100 

 

. 

Interpretation: 

From the above table it is clear that out of 120 respondents 34.17% of the 

respondents are highly satisfied with working hours, 37.5% of the respondents are 

satisfied with working hours, 21.67% o of the respondents are partially satisfied with 

working hours and 6.66% of the of the respondents are dissatisfied with the working 

hours. Most of the respondents are satisfied with the working hours. 
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4. Does the organization providing Spittoons? 

Attributes No. of Respondents % of Respondents 

Yes 0 0 

No 120 100 

Total 120 100 

 
 

     . 

Interpretation: 

From the above table it is clear that out of 120 respondents 100% responded that the 

organization does not provide spittoons and 0% responded that the organization provide 

spittoons. 
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5. How do you rate the conveyance allowance offered by the organization? 

Attributes No. of Respondents % of Respondents 

Highly 
Satisfied 

18 15 

Satisfied 40 33.33 

Partially 
Satisfied 

59 49.17 

Dissatisfied 3 2.5 

Total 120 100 

 

     . 

Interpretation: 

From the above table it is clear that out of 120 respondents 15% responded that the 

conveyance allowance offered by the government is highly satisfied, 33.33% respondents are 

satisfied, 49.17% respondents are partially satisfied and 2.5% responded that the conveyance 

allowance offered by the government is dissatisfied. 
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6. How do you rate the leave policy of the organization? 

Attributes No. of Respondents % of Respondents 

Excellent 12 10 

Good 75 62.5 

Average 31 25.83 

Poor 2 1.67 

Total 120 100 

 
 

. 

Interpretation: 

From the above table it is clear that out of 120 respondents 10% responded that the leave 

policy of the organization is excellent, 62.5% responded that the leave policy of the organization 

is good, 25.83% responded that the leave policy of the organization is average and 1.67% 

responded that the leave policy are poor in the organization. 
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7. How do you rate the medical benefits provided by the organization? 

Attributes No. of Respondents % of Respondents 

Excellent 45 37.5 

Good 38 31.67 

Average 23 19.17 

Poor 14 11.66 

Total 120 100 

 

      . 

Interpretation: 

From the above table it is clear that out of 120 respondents 37.5% responded that the 

medical benefits provided by the organization is excellent, 31.67% responded that the medical 

benefits of the organization is good, 19.17% responded that the medical benefits of the 

organization is average and 11.66% responded that the medical benefits are poor in the 

organization. 
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8. Rate the canteen services provided by the organization? 

Attributes No. of Respondents % of Respondents 

Highly 
Satisfied 

6 5 

Satisfied 11 9.17 

Partially 
Satisfied 

31 25.83 

Dissatisfied 72 60 

Total 120 100 

 

       . 

Interpretation: 

From the above table it is clear that out of 120 respondents 5% responded that the canteen 

services provided by the organization is highly satisfied, 9.17% responded that the canteen 

services of the organization is satisfied, 25.83% responded that the canteen services of the 

organization is partially satisfied and 60% responded that the canteen services are Dissatisfied in 

the organization. The organization does not have good canteen facilities. 
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9. Rate the rest and lunch room facilities of the employees? 

Attributes No. of Respondents % of Respondents 

Excellent 7 5.83 

Good 46 38.33 

Average 59 49.17 

Poor 8 6.67 

Total 120 100 

 
 

. 
 

Interpretation: 

From the above table it is clear that out of 120 respondents 5.83% responded that the 

lunch room facilities provided by the organization is excellent, 38.33% responded that the lunch 

room facilities are good, 49.17% responded that the lunch room facilities are average and 6.67% 

responded that lunch room facilities are poor in the organization. The organization provides 

better lunch room facilities to the employees. 
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10. How do you feel with payment of bonus provided by the organization? 

Attributes No. of Respondents % of Respondents 

Highly 
Satisfied 

7 5.83 

Satisfied 48 40 

Partially 
Satisfied 

55 45.83 

Unsatisfied 10 8.34 

Total 120 100 

 

. 

Interpretation: 

From the above table it is clear that out of 120 respondents 5.83% responded that the 

payment of bonus by the organization is highly satisfied, 40% responded that the payment of 

bonus is satisfied, 45.83% responded that the payment of bonus is partially satisfied and 8.34% 

responded payment of bonus is unsatisfied. Employees are mostly satisfied by the bonus paid by 

the organization. 
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11. Does your organization provide Maternity leaves? 

Attributes No. of Respondents % of Respondents 

Yes 120 100 

No 0 0 

Total 120 100 

      

        . 

Interpretation: 

From the above table it is clear that out of 120 respondents 100% responded that the 

organization provides maternity leaves and 0% responded that the organization does not provide 

maternity leaves. 
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12. Rate the overtime allowance offered by the organization? 

Attributes No. of Respondents % of Respondents 

Very High 40 33.33 

High 69 57.5 

Moderate 10 8.34 

Low 1 0.83 

Very Low 0 0 

Total 120 100 

 

     . 

Interpretation: 

From the above table it is clear that out of 120 respondents 33.33% responded that the 

overtime allowance offered by the organization is very high, 57.5% responded that the overtime 

allowance offered is high, 8.34% responded that the overtime allowance offered is moderate, 

0.83% responded that the overtime allowance offered is low. 0% responded that the overtime 

allowances offered is very low. 
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13. How often organisation gives you increments? 

Attributes No. of Respondents % of Respondents 

Frequently 18 15 

Sometimes 80 66.67 

Rarely 22 18.33 

Never 0 0 

Total 120 100 

 

. 

Interpretation: 

From the above table it is clear that out of 120 respondents 15% responded that the 

increments provided by the organization is frequent, 66.67% responded that the increments is 

given sometimes, 18.33% responded that the increments paid is rarely and 0% responded that the 

increments is never given. 
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14. Does the organization providing crèche facility? 

Attributes No. of Respondents % of Respondents 

Yes 120 100 

No 0 0 

Total 120 100 

 

. 

Interpretation: 

From the above table it is clear that out of 120 respondents 100% responded that the 

organization provides crèche facilities, 0% responded that the organization does not provides 

crèche facilities.  
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15. Opinion about drinking facilities in your organization? 

Attributes No. of Respondents % of Respondents 

Excellent 39 32.5 

Good 54 45 

Average 27 22.5 

Poor 0 0 

Total 120 100 

 

. 

Interpretation: 

From the above table it is clear that out of 120 respondents 32.5% responded that the Drinking 

facilities provided by the organization is excellent, 45% responded that the drinking facility is 

good, 22.5% responded that drinking facility is average and 0% responded that drinking facility 

is poor in the organization. 
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16. Does your organization provide housing facilities to you? 

Attributes No. of Respondents % of Respondents 

Yes 21 17.5 

No 99 82.5 

Total 120 100 

 

 . 

Interpretation: 

From the above table it is clear that out of 120 respondents 17.5% responded that the 

organization provides housing facilities and 82.5% responded that the organization does not 

provide housing facilities. 
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17. Opinion about relationship between employee and management? 

Attributes No. of Respondents % of Respondents 

Excellent 31 25.83 

Good 54 45 

Average 30 25 

Poor 5 4.17 

Total 120 100 

 

. 

Interpretation: 

From the above table it is clear that out of 120 respondents 25.83% responded that the 

relationship between labor and management is excellent, 45% responded that the relationship 

between labor and management is good, 25% responded that the relationship between labor and 

management is average and 4.17% responded that relationship between labor and management is 

poor. 
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18. Do you have job satisfaction in this organization? 

Attributes No. of Respondents % of Respondents 

Yes 64 53.33 

No 56 46.67 

Total 120 100 

 

. 

Interpretation: 

From the above table it is clear that out of 120 respondents 53.33% responded that they 

had job satisfaction in the organization and 46.67% responded that they do not have job 

satisfaction. 

 

 

 

 

 

53.33

46.67

42

44

46

48

50

52

54

Yes No

% of Respondents



52 
 

19. Are you getting increments in case of accidents? 

Attributes No. of Respondents % of Respondents 

Yes 97 80.83 

No 23 19.17 

Total 120 100 

 

. 

Interpretation: 

From the above table it is clear that out of 120 respondents 80.83% responded that they 

are getting increments in case of accidents and 19.17% responded that they do not get increments 

in case of accidents. 
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20. Rate overall satisfaction with employee activities of the Organization? 

Attributes No. of Respondents % of Respondents 

Excellent 46 38.33 

Good 51 42.5 

Average 19 15.83 

Poor 4 3.34 

Total 120 100 

 

. 

Interpretation: 

From the above table it is clear that out of 120 respondents 38.33% responded that the overall 

satisfaction with employee activities of the organization is excellent, 42.5% responded that the 

overall satisfaction with employee activities is good, 15.83% responded that the overall 

satisfaction with employee activities is average and 3.34% responded that overall satisfaction 

with employee activities of the organization is poor. 

 

38.33
42.5

15.83

3.34

0

5

10

15

20

25

30

35

40

45

Excellent Good Average Poor

% of Respondents



 
 
 
 
 
 
 
 
 
 
 
 
 
 

Chapter VI 
 Findings &   Suggestions 
 Conclusion 

 
 
 

 

 

 

 

 

 

 



54 
 

Findings:  

 Working environment of organization is not good, as it is a manufacturing company. 

 Employees are satisfied with the working hours because the shifts are rotational and 

flexible. 

 Organization provides crèche facility and maternity leaves; it shows that organization 

cares for female employees. 

 Employees are not satisfied with conveyance allowance and canteen facilities,  

 Organization provides good drinking water, rest room, lunch room and medical facilities. 

 The relationship between the employee and the management is good. 

 Organization offers reasonable overtime allowances, bonus and increments. 
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Suggestions: 

 It is suggested to maintain waiting rooms. 

 Please improve the facilities and basic amenities. 

 The conditions of the rest rooms and shelters may be improved. They may be provided 

with adequate fans and facilities to rest. 

 Most of the respondents are not much satisfaction with the canteen accommodation 

cleanliness and subsidized rates. So the organization can provide required facilities. 

 Firms should concentrate on the marketing for improving their opportunities which can 

enhance the raise of the organization. 
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Conclusion: 

Employee welfare refers to taking care of the well being of the workers by employers, 

trade unions and by the government and non- governmental agencies. Recognize the unique 

place of the workers in the society and doing well for him/her retaining and motivating 

employees, minimizing the social evils and building up the local reputation of the company are 

the arguments in a favour of employee welfare. 

From the analysis it can be concluded that East India Commercial Company Ltd, Eluru is 

providing a number of welfare facilities to its employees for the benefit. A majority of the 

respondents feel beneficial while working at East India Commercial Company Ltd, Eluru and 

feel that the measures help to reduce the severity of actions and also the welfare measures results 

in increasing the productivity of the organization. 
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Appendix 

A Study on Welfare Activities in East India Commercial Company Ltd, Eluru 

Name:                                                                  age:               gender: 

Department:                                                       Employee ID Number: 

1. From how many years you are working with this organization? 

a) 0-5 years 

b) 5-10 years 

c) 10-15 years 

d) More than 15 years 

2. How do you rate the working environment of the organization? 

a) Excellent 

b) Average 

c) Good 

d) Poor 

3. How do you rate working hours of the organizations? 

a) Highly satisfied 

b) Satisfied 

c) Partially satisfied 

d) Dissatisfied 

4. Does the organization providing Spittoons? 

a) Yes    b) No 

5. How do you rate the conveyance allowance offered by the organization? 

a) Highly Satisfied 

b) Satisfied 

c) Partially Satisfied 

d) Dissatisfied 

6. How do you rate the leave policy of the organization? 

a) Excellent 

b) Good 

c) Average 

d)  Poor 
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7. How do you rate the medical benefits provided by the organization? 

a) Excellent 

b) Good 

c) Average 

d) Poor 

8. Rate the canteen services provided by the organization? 

a) Highly Satisfied 

b) Satisfied 

c) Partially Satisfied 

d) Dissatisfied 

9. Rate the rest and lunch room facilities of the employees? 

a) Excellent 

b) Good 

c) Average 

d) Poor 

10. How do you feel with payment of bonus provided by the organization? 

a) Highly satisfied 

b) Satisfied 

c) partially satisfied 

d) Unsatisfied 

11. Does your organization provide Maternity leaves? 

a) Yes   b) No 

12. Rate the overtime allowance offered by the organization? 

a) Very High  

b) High 

c) Moderate 

d) Low 

e) Very Low 

13. How often organisation gives you increments? 

a) Frequently 

b) Sometime 

c) Rarely 

d) Never 
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14. Is the organization providing crèche facility? 

a) Yes   b) No   

15. Opinion about drinking facilities in your organization? 

a) Excellent 

b) Good 

c) Average 

d) Poor 

16. Does your organization provide housing facilities to you? 

a) Yes   b)No 

17. Opinion about relationship between employee and management? 

a) Excellent  c) Average 

b) Good   d) Poor 

18. Do you have job satisfaction in this organization? 

a) Yes  b) No 

19. Are you getting regular increments in the case of accidents? 

a) Yes  b) No 

20. Rate overall satisfaction with employee activities of the Organization? 

a) Excellent  c) Average 

b) Good   d) Poor 
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INTRODUCTION:-  
 
 Every organization needs to have well-trained and experienced people to 
perform the activities that have to be done. It is necessary to raise the skill 
levels and increase the versatility and adaptability of employees. Inadequate 
job performance or a decline in productivity or changes resulting of job 
redesigning or a technological breakthrough requires some type of training 
and development efforts. As the jobs become more complex the importance of 
employee development also increases. In a rapidly changing society, 
employee training and development are not only an activity that is desirable 
but also an activity that an organization must commit resources to if it is to 
maintain a viable and knowledgeable work force.  

“Training is often interpreted as the activity when an expert and learner work 
together to effectively transfer information from the expert to the learner (to 
enhance a learner’s knowledge, attitudes or skills) so the learner can better 

perform a current task of job”  

“Development is often viewed as a broad, ongoing multi-faceted set of 
activities (training activities among them) to bring someone or an organization 
up to another threshold of performance.” This development often includes a 

wide variety of methods, e.g., orienting about a role, training in a wide variety 
of areas, training on the job, coaching, mentoring and forms of self-
development. Some view development as a life-long goal and experience.  

Training and development can be initiated for a variety of reasons for an 
Employee or group of employees, eg:  

 When a performance appraisal indicates performance improvement is 
needed to “benchmark”  

 The status of improvement so far in a performance improvement 
effort.  

 As part of succession planning to help an employee be eligible for a 
planned change in role in the organization.  

 Pilot studies (or) test, the operation of a new performance management 
system.  

 Train about a specific topic.  
 Supervisors to conduct training among employees.  

 

These reasons include:  

 

 Increased job satisfaction and morale among employees  
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 Increased employee motivation  

 Increased efficiencies in processes, resulting in financial gain  
 Increased capacity to adopt new technologies and methods  

 

OBJECTIVES:  

 To study the training and development facilities and programmes 
provided by RINL (VSP). 

 To study the development activities of employees. 
 To analyze the change of performance of employees after training. 
 To find out training programs are organized are sufficient for 

employees. 

 
 
 
NEED FOR THE STUDY:  

 

The need for training and development arises right from the initial stages of recruitment. The 
Organization recruits new talent to work in their organization . They are to be trained 
properly so that they can get a practical experience of their work. The need for development 
arises when the Already trained employees are required to polish their skills so that they can 
be made suitable  

So serve the organization in a multidimensional equitable labour cost structure i.e. ;an 
optimal balancing of conflicting personnel interest conflict so  that the satisfaction of 
employees and Employers is maximized and minimized. The subject is of great importance 
and significance today with depleting natural sources. managers, therefore analyze and 
interpret the needs of their employees. So that reward can be individually designed to satisfy 
these needs. 

SCOPE OF THE STUDY:  

The  study is conducted to standardize the training procedure and policies 
followed in the Selected organization. The  main focus was to know the various 
aspects influencing the policies And  procedure of the training process followed 
by the company. A detail study has made of the proceedings and policy 
formulation of their training program. 
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METHODOLOGY: 
The  present  study  will  get  the  data  from  two  types  of  Methodologies.  

• PRIMARY DATA  

• SECONDARY DATA  

For this project, primary data was collected from the employees of the 
organization. The basic approach for the collection of primary data is by 
conducting a survey with the help of a questionnaire.  

     Towards the accomplishment of the said objectives, information would be 
obtained from primary as well as secondary data sources; Primary data will be 
generated by way of meeting different executives concerned with training and 
development programs. Also a survey on training program is conducted by 
means of a questionnaire to derive the training programmes effectiveness at 
VSP. Efforts will be directed in obtaining the view of employees/ executives 
who got trained in the in-house/outside training programmes.  

    Secondary data is such data, which is already published, collected for some 
purpose other than the one confronting the researcher at a given point of time.  

    Information pertaining to training and development programs organized 
over a period will be obtained by way of referring to record of the statistical 
departments, personal department, and training and development departments. 
In-house magazines, journals, newspapers, any other published materials will 
be referring to in collection of necessary data.  

For this project, the secondary data was collected from the following:  

 VSP website    
 Library  
 Annual calendars 
 In-house magazines 
 Journals, etc.  
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LIMITATIONS:-  

1. The period of study is only for about 45days which is major constraint. 

2. The perception or attitude of the respondents may also act as hurdles to the study. 

3. The time constraints is there to study all the policies of VSP, as it is a vast topic. 

4. The sample size taken fort here search is small due to the constraints of time. 
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INTRODUCTION TO STEEL INDUSTRY IN INDIA 

STEEL INDUSTRY: 

Steel Industry is the back bone of all industrial commercial activities. Realizing these 

countries planners have been formulating and updating annual plans for production of iron 

and steel. In this context a number of steel plants were setup. The steel industry plays a vital 

role in the growth of nation’s economy.    

Steel is such a versatile commodity that every object we see in our day to day life has used 

steel either directly or indirectly in its product.  To mention a few it is used for such small 

items as nails, pins, needles etc ., agriculture implements boilers ,ship fabrication ,railway, 

minerals, automobile parts , etc .,to have machine structure. 

The great investment that has gone into the fundamental research in iron and steel technology 

has helped both directly and indirectly in many modern fields of today’s civilization if steel 

has not been there .steel is versatile and indispensable item. The versatility of steel can be 

traced mainly of three reasons. 

1. It is only metallic item, which can be continentally and economically produced, in 
large quantities. 

2. It has got very good strength coupled with density and malleability.   
3. Its properties can be changed over a wide range .It alloys easily with many of the 

common element. 
 

INDIA’S  STEEL SCENARIO 

Indian steel industry has always remained isolated and protected by government, where the 

steel industry was never expected to generate profit from business, but was expected to 

provide employment to the unemployed .Presently India is operating with open –hearth 

furnaces. The existing equipment, energy and labour in Indian steel industry are much low 

than developed countries. 

Indian steel industry generates a significant amount of waste materials, which can cause 

environmental problems. These four aspects of “WASTE MANAGMENT” namely –residue 

reprocess, recycle and recovery do not hold much ground in the Indian steel industry. 

The Indian companies cannot spend more for pollution control. The energy consumption per 

ton is 50-100%higher than that of the international norms. 
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The Indian steel industries have developed a bit in recent years. The production is growing on 

properly. Many techniques are being implemented in the steel industries. The country’s aim 

is to sell Quality steel. The government is also helping the steel industries in their basis. The 

apparent consumption of steel is shown below. 

The development of steel industry in India should be viewed in conjunction with the type and 

system of government that had been ruling the country.  The production of steel in significant 

Quality started after 1990.  The growth of steel industry can be conveniently started by 

dividing the period into pre and post independent era.  In the period of pre independence steel 

production was 1.5 million tons per year, which was raised to 9.0 million tons of target by the 

seventies.  This is the present of the bold steps taken by the government to develop this 

sector. 

WORLD’S DEMAND FOR STEEL: 

The total demand for steel in world is expected to grow at an annual rate of 1.6% between 

1935 and 2000 A.D. as per the study concerned by China economists. According to their 

estimation total demand in advanced industrial countries on the whole is expected to grow at 

0.6% annual rate following a 2.2% rate between 1974 to 1984.Steel demand is less in  

developed countries on a whole is expected to grow at a 5.5% annual rate up to 2000 

following a 3.1 annual growth rate between 1984-1994.  Within the controlling plant 

economy the Eastern Europe erstwhile USSR region may have 0.3% annual steel demand 

growth. Steel demand in China, North Korea region would grow at 4.0 annual rates up to the 

end of this century at a 7.5% per annual growth during 1974-1980. 

HIGHLIGHTS OF PRESENT STEEL SCENARIO: 

 The world steel shows a low growth demand. 

 There is a threat to steel industry from competitive products like plastics, aluminum 

etc. 

 Developed countries slowly reduced the production of steel. 

 Developing countries like China are planning to produce steel as much large quantity 

then of present output of 80 Mt  pa. 

 India consciously and strategically decides to invest into steel production. 

 Preference is given to superior Quality products and high value items production. 

 Customer oriented approach in view of product oriented approach.  
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 Emergence of new technology like scraps preheating. 

GROWTH OF STEEL INDUSTRY: 

The growth in a chronological order is depicted below: 

S.No. Year Growth 

1. 1830 Osier Marshall heather constructed the first manufacturing plant at 
port motor in Madras presidency.  

2. 1874 James erskin founded the Bengal frame works. 

3. 1899 Jamshediji TATA initiated the scheme for an integrated steel plant. 

4. 1906 Formation of TISCO 

5. 1911 TISCO started production. 

6. 1918 TISCO was founded. 

7. 1940 Formation of Mysore Iron and Steel initiated at Bhadravati in 
Karnataka.  

8. 1951 First Five Year Plan – The Hindustan Steel Limited (HSL) was born 
in. 

9. 1961-66 Third Five Year Plan – During the plan the three steel plants under 
HSL, TISCO and TISCO were expanded. 

10. 1964 Bokaro Steel Plant came into existence. 

11. 1966-69 Recession period.  Till the expansion programmes were actively 
existed during this period. 

12. 1969-74 

Fourth Five Year Plan – The Salem steel plant started.  Licenses were 
given for setting up of many mini steel plans and re-rolling mills 
government of India.  Plants in south are each in Visakhapatnam and 
Karnataka.  SAIL was formed during this period on 24th January, 
1973. 

13. 1974-79 

Fifth Year Plan – The idea of setting up fifth integrated steel plant, 
the first sea-based plant at Visakhapatnam took a definite shape.  At 
the end of the Fifth Five Year Plan the total installed capacity from 
six integrated steel plants was up to 10.6 million tons. 
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S.No. Year Growth 

14. 1979-80 Annual Plan.  The erstwhile Soviet Union agreed to help in setting up 
the Visakhapatnam Steel Plant. 

15. 1980-85 

Sixth Five Year Plan – Work on Visakhapatnam Steel Plant started 
with a big bang and top priority was accorded to start the plant.  
Schemes for modernization of Bhili Steel Plant, Rourkela Steel Plant, 
Durgapur Steel Plant and TISCO were initiated.  Capacity at the end 
of sixth five year plan from six integrated plants stood 11.50 million 
tones. 

16. 1985-91 

Seventh Five Year Plan -  Expansion works at Bhili and Bokaro Steel 
Plants completed. Progress of Visakhapatnam Steel Plant picked up 
and the nationalized concept has been introduced to commission the 
plant with 3.0 mt liquid steel capacity by 1990. 

17. 1992-97 

Eight Five Year Plan – The Visakhapatnam Steel Plant was 
commissioned in 1992.  The cost of plant has become around 8755 
cores.  Visakhapatnam Steel Plant started the production and 
modernization of other steel plants is also duly engaged. 

18. 1997-02 Ninth Five Year Plan – Restructuring of Visakhapatnam Steel Plant 
and other public sector undertakings.   

19. 2002-07 
Tenth Five Year Plan – Turnaround, Consolidation, Automation and 
Production Performance of Visakhapatnam Steel Plant as well as 
other PSUs.   

20. 2007-12 Eleventh Five Year Plan – Expansion of Visakhapatnam Steel 
Plant(first and second phases) including other selected PSUs.   

21 2012- 17 12th Five Year Plan – Continuation of Expansion of Visakhapatnam 
Steel Plant(first and second phases) including other selected PSUs.   

22 2017-22 13th Five Year Plan – Commissioning of expansion units of 
Visakhapatnam Steel. 
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STEEL PLANTS WITH FOREIGN COLLOBORATIONS: 

Sl.No. Plant Foreign Collaboration 

1. Rourkela Steel Plant Germany 

2. Bhilai Steel Plant Erstwhile USSR 

3. Durgapur Steel Plant Britain 

4. Bokaro Steel Plant Erstwhile USSR 

 

 

 

S.No. Plant 
Collaboration Capacity 

of Finished Steel 
Products 

Annual Production 

1. Rourkela Steel Plant Germany      7,20,000 tones 

2. Bhilai Steel Plant Erstwhile USSR 7,70,000 tones 

3. Durgapur Steel Plant Britain 8,00,000 tones 

 

 

 

IRON ANDSTEEL PROMOTION IN INDIA 
  
Although iron and steel is one of the most important industries in the Indian manufacturing 

sector, India is only the15th largest steel producer in the world. Originating the steel 

industry 

PROJECTEDPRODUCTION OFIRON& STEEL(Mt/annum) 

CrudeSteel 
 
Production (Mt/annum)based on 
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Crude Steel Production (Mt/annum)           based on 
   

Year GDP total GDP 
industry 

Average 

2001 28.71 29.53 29.12 
2005 35.38 36.93 36.15 
2010 45.95 49.07 47.51 
2015 50.65 53.07 51.86 

 
 
OBJECTIVEOFSTEEL POLICY 

Strategic Goal: The long term goal of the national steel policy is that India should have a 

modern and efficient steel industry of world standards, catering to diversified steel 

demand. The focus of the policy would therefore be to achieve global competitiveness not 

only in terms of cost, Quality and product-mix butal so in terms of global benchmarks of 

efficiency and productivity. This will require indigenous production of over100 million 

tones (mT) per annum by 2019-20 from the 2004-05 level of 38mT. This implies a 

compounded annual growth of7.3 percent per annum. 

 

 

 

 

 

Table1: Production, Imports, Exports and Consumption of Steel 

 Production Imports Exports Consumption 

2019-20 
 

110 
 

6 26 90 

2004-05 38 2 4 
36 
 

 
(in million tones) 
Consumption of Steel = Production  + Imports-Exports 

 
 
INDUSTRY STRUCTURE 

The iron and steel industry in India is organized in three categories‟ viz. main producers, 

other major producers and the secondary producers. The main producers and other major 

producers have integrated steel making facility with plant capacities over0.5mTandutilize 

iron ore and coal/gas for production of steel. The secondary sector is dispersed and 
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consists of: 

(a) Backward link age from about 120 sponge iron producers that use iron ore and 

non-coking coal, with a capacity of around 13 m T, providing feedstock for steel 

producers. The capacity utilization in 2004-05 was 75 percent. 

(b) About 650 mini blast furnaces, electric arc furnaces, induction furnaces and energy 

optimizing furnaces that use iron ore, sponge iron and melting scrap to produce 

steel. Their capacity is around14.7 mT, and capacity utilization in 2004-05 was 58 

percent. 

(c) Forward link age with about 1, 200 re-rollers that roll out semis into finished steel 

products for consumer use. These are small and medium enterprises, whose 

reported capacity is around 15 mT, and capacity utilization in 2004-05 was 55 

percent. 

 

SWOT ANALYSIS OF THE INDUSTRY 

The strengths, weaknesses, opportunities and threats for the Indian steel industry have been 

tabulated below. The national steel policy lays down the broad road map to deal with all of 

them. 

 
 
 
                      Strengths 

 
1. Availability of iron ore and coal 
 
2. Low labour wage rates 
 
3. Abundance of Quality man power 
 
4. Mature production base 

 

 
 
                      Weaknesses 

 
1. Unscientific mining 
 
2. Low productivity 
 
3. Coking coal import dependence 
 
4. Low R&D investments 
 
5. High cost of debt 
 
6. Inadequate infrastructure 

 
 
                  Opportunities 
 

1. Unexplored rural market 
 
2. Growing domestic demand 
 
3. Exports 
 
4. Consolidation 

 
 
                          Threats 
 
 

1. China becoming net exporter 
 
2. Protectionism in the West 
 
3. Dumping by competitors 
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INDIANSTEEL INDUSTRY-A SWOT ANALYSIS 

Strengths 
 
India has rich mineral resources .It has abundance of iron ore, coal and many other raw 

materials required or iron and steel making. It has the fourth largest iron ore reserves 

(10.3billion) after Russia, Brazil, and Australia. Therefore, many raw materials are available 

at comparatively lower costs. It has the third largest pool of technical manpower 

 

Weaknesses 

 
Endemic Deficiencies 

These are inherent in the Quality and availability of some of the essential raw materials 

available in India, eg, high ash content of indigenous coking coal adversely affecting the 

productive efficiency of iron-making and is generally imported. Advantages of high Fe 

content of indigenous are of  ten neutralized by high basic it index. Besides, certain key 

ingredients of steel   making,   eg,   nickel,   Ferro – molybdenum is also   unavailable 

indigenously. Systemic Deficiencies However, most of the weaknesses of the Indian steel 

industry can be classified as systemic deficiencies. Some of the seared scribed here. 

Other systemic deficiencies 
include: 

 
 Poor Quality of basic infrastructure like road, port etc. 

 
 Lack of expenditure in research and development. 

 
 Delay in absorption in technology by existing units. 
 Low Quality of steel and steel products 

 Lack of facilities to produce various shapes and qualities of finished steel on-
demand  

Technological Change 

 
. This volatility of demand often affects the integrated steel manufacturers because of their 

inability to tune their production in line with the market demand Fluctuations. Some other 

threats are: 

 Ever decreasing import duty on steel. 
 

 Dumping of steel by developed countries. 
 

 High Quality products from developed countries available for import at very 

competitive prices. 

 Non-availability of capital from financial institutions for iron and steel sector. 
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STEEL DEMAND 

  
 Urban Areas: The present steel consumption per capita per annum is about 30 kgin 

India, compared to 150 kg in the world, and 350 kg in the developed world. The estimated 

urban consumption per capita per annum is around 77 kg in the country, expected to reach 

approximately 165kg in 2019-20, implying a CAGR of 5 percent. Apart from the anticipated 

growth in the construction, automobile, oil and gas transportation, and infrastructure sectors 

of the economy, conscious promotion of steel usage among architects, engineers and students 

by the institute of Steel Development and Growth (INSDAG) and the large producers will 

drive this additional consumption. Steps would be taken to encourage usage of steel in 

bridges, crash barriers, flyovers and building construction. Benefits of steel usage would be 

added to the technical education curricula in the country. 

 

 

INDUSTRY PERFORMANCE 
 
The performance of Indian steel industry has been analyzed in the medium term 

from1997to2011.The sample for analysis includes data from SAIL and Tata Steel among the 

ISPs and JVSL, Ispat, Essar and Lloyds among the secondary major Steel sectors. 

 

Category wise estimated demand for iron and steel all India 2002-2003 
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Category 
 
Bars and rods 

Quantity,×103 t  
10500 

 Structural 2500 

Railway materials 845 

Plates 2250 

HR coils / scalp 6600 

HR sheets 500 

CR coils/sheets 3300 

GP/GC sheets 1930 

Electrical steel sheets 200 

Tinplates 325 

Pipes 850 

Total finished steel 29500 
 

  

 

 
STEEL PRICE 

 
Following de-regulation of prices for integrated steel plants in 1991-92, the domestic prices 

of steel  have become market-determined. Market prices remain in step with international 

prices, though generally lower. During industry downturns, prices fall and during up turns, 

they rise. While rationalization of the customs and excise duty structure is aimed primarily 

at reducing fiscal and revenue deficits, it has an indirect influence on consumer prices. At 

present, there are around three thousand units manufacturing steel and steel products, which 

are marketed by over 100,000 traders for ultimate consumers. This dispersal of the 

distribution chain has been the principal reason why no price regulation of the steel trade 

has ever been in force. Government has recently setup a Competition Commission to look 

into complaints of monopolistic pricing. 

TECHNOLOGIES, RESEARCH AND DEVELOPMENT 

Though the choice of technology will be determined by entrepreneurs based on techno-

economic considerations, the Government would encourage adoption of technologies, 

which: 

 Have synergy with the natural resource endowments of the country. 
 

 They are conducive to production of high-end and special steel required for 
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sophisticated industrial and scientific applications 

 Minimized image to the environment at various stages of steel making and 
mining. 

 
 Optimize resource utilization. 

 
 Facilitate modernization of the steel industry so as to achieve global standards 

Productivity and efficiency. 
 Development of front end and strategic steel based materials. 
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The Visakhapatnam Steel Plant is the only seacoast based, integrated steel plant in the 

Country.  The decision to establish the Visakhapatnam Steel Plant was announced in 

parliament in 1970 by the late Prime Minister, Mrs. Indira Gandhi.  The foundation stone for 

this massive project was laid in 1971 and a Detailed Project Report (DPR) was prepared in 

1977.  The Project has got the approval from the Government of India in 1979.  The unique 

features of the Project being 7 meters tall Coke Oven with Dry quenching facilities, the 3800 

cum meters volume Blast Furnace which is the second biggest Furnace in ASIA and the 

100% Bloom casting technology and the Rolling Mills with full automation have found place 

in the Project Report.  It had many advantages due to its location and also some of the 

disadvantages like distant locations of the raw materials and the marketing centers; at least 

for some time to constantly depend upon the imported coal. 

The Visakhapatnam Steel Plant started its functioning under Steel Authority of India Limited 

(SAIL) as one of its units, which is a gigantic project with the highest ever investment made 

by the nation in the shape of a public sector.  Due to inadequate and inconsistent flow of 

funds in the initial stages, several construction agencies and suppliers had slowed their pace 

of work.  It was needed enormous efforts to revive and re-accelerate all those agencies which 

resulted in loss of precious time.  Due to rescheduling of the Project, vital equipments 

deteriorated and needed massive efforts for renovation and re-conservation.  Due to different 

constraints of the like, it was finally decided to complete the commissioning of all the units 

by August ’92. 

Besides activating the construction activities, VSP planned its recruitment/manpower 

planning suiting to the requirements of the company.  Hectic recruitment was done besides 

inducting experienced hands from other steel plants under SAIL.  With the delays and slow 
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pace of activities, the proposed project cost had gone up from time to time.  During 1979, the 

estimated cost of Rs. 2,256/- cores has shot up to Rs.3, 897/- cores by 1981.   

By 1985, it further had gone up to Rs.7, 464/- cores.  While the estimated cost was going up 

at every stage, VSP faced many hardships and challenges questioning the viability of the 

plant.  Many new concepts like Capital Restructuring, Rationalized concept, Increase in the 

productivity rate etc., were emerged in order to cope up with the enduring challenges faced 

by the company. 

On the other side of Training and Human Resource Development (HRD), it is one of the few 

companies which formulated a definite and clear cut HRD policy.  Fresh Engineering 

graduates, Diploma holders and ITI trade certified holders have been inducted in the large 

batches and imparted training to fit into VSP’s culture.  All the training Schemes have been 

scientifically designed, aiming at improving the employees’ needs and desires.  In addition to 

in-Plant training, a number of employees have been sent abroad as well as to prominent 

indigenous organizations to acquire required skills.  VSP also introduced Comprehensive 

training Re-orientation packages for the frontline Managers covering modules like 

Leadership, Team work, Positive work culture, Commitment to work etc.  For middle level 

Managers, several innovative In-House programmers are being conducted in association with 

different renowned Institutions. 

With the Rationalized concept and Multi-Work Culture, VSP could achieve a historic 

movement in the productivity; a record rate of 230 T/man/year has been earmarked as the 

productivity target for VSP.  This could be surpassed by strategic planning and control over 

the affairs by educating the employees on the challenges like question of visibility of the 

Plant during 95-96, when the Government contemplated to even close down the project.  A 
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schematic approach has helped the management as well as the employees to appreciate the 

difficulties of each. 

One of the important features of VSP right from the beginning has been to deal with the issue 

of Displaced Persons (DPs).  Government acquired around 28,000 acres of land for 

construction of Steel Plant.   

Most of the land was under cultivation by the villagers and consequent to acquisition of 

lands, there has been constant pressure from the Displaced Persons for employment, 

peripheral development, affording opportunities with the contracting agencies etc.  The initial 

promises like providing one job for one Displaced Household did not materialize with the 

drastic curtailment of manning for VSP in view of tight scheduling.  However, around 6500 

Displaced Persons are on the rolls of VSP as on date.  VSP, however, extends financial 

support for the developmental activities in the Rehabilitation Colonies.  

VSP’s present rated capacity is 3.4 Million Tones’ per annum of Liquid Steel.   The Plant is 

under expansion to 6.3 Million Tones’ per annum of Liquid Steel at a cost of around Rs. 

12,000 Cores. 

HIGHLIGTS OF PRODUCTIVE WORK CULTURE: 

VSP, while formulating strategic new work culture, laid foundation on certain aspects, which 

are sought to achieve such difficult targets under tremendous pressure of challenges: 

 Mission & Objectives clearly defined. 

 Open house forums for executives. 

 Informal grievance handling. 

 Target based performance appraisal mark based promotion. 

 Pro – active industrial Relations. 
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 Comprehensive Motivational Packages. 

 Quality Circles. 

 Multi skilled / job enrichment. 

 Rationalized manpower. 

VSP AND ITS OBLIGATIONS TOWARDS WELFARE: 

Visakhapatnam Steel Plant which has been set up under Public Sector category has a wide 

range welfare measures to satisfy its employees both Statutory as well as Non-statutory.  All 

those measures as envisaged under Law in different Acts are found implemented for the 

benefit of employees.  Besides that, extensive Non-Statutory measures are extended to 

employees, which have unique satisfying feature. VSP has been on the forefront in extending 

social security to employees on all fronts.  These aspects boost the morale of employees to 

the great heights while they contribute their best for the plant.   

Although a delayed policy for promotions to its employees has been formulated by VSP, the 

policy is well defined and satisfactory both for Non-executives and Executives. In a nutshell, 

VSP is a giant organization having representative features of all Management philosophies 

concerning all branches.  It is an open arena for making studies. 

VISAKHA STEEL PLANT A MISSION: STATE-OF-THE-ART: 

 Operating at over 120%  rated capacity at. 5.3 Mt. Liquid Steel. 

 Most energy efficient plant in the Country. 

 7 mtr. Tall Coke Ovens Batteries with coke dry quenching facility. 

 Biggest Blast Furnaces in the country. 

 Bell – Less top charging system in Blast Furnace. 

 100% Slag Granulation at the BF Cast House. 

 Suppressed combination – LD Gas recovery system. 
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WATER SUPPLY: 

Operational water requirement of 36 mg is being met from the Yeleru Water Supply Scheme.   

If the level of reservoir of Yeleru is come down, pumping the water from Godavari 

(Rajahmundry).  We have 5 No of Pumps capacity of 5500 cubic meter per hour for pumping 

the water at Godavari. 

POWER SUPPLY: 

Operational water requirement of 180 to 200 MW is being met through captive power plant. 

The capacity of the Power Plant is 286.5 MW. VSP is exporting around 60 MW power to 

APSEB.  

MAJOR SOUCES OF RAW MATERIALS: 

RAW MATIRIAL SOURCE 

Iron Ore Lumps & Fines Bailadilla, AP 

BF Lime Stone Jaggayyapeta, AP 

SMS Lime Stone UAE 

BF Dolomite Madharam, AP 

SMS Dolomite Madharam, AP 

Manganese Ore Chipurupalli, AP 

Boiler Coal Talcher, Orissa 

Coking Coal Australia 

Medium Cocking Coal 
(MCC) 

Gidi / Swang / Rajarappa / Kargali 
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MAJOR UNITS: 

DEPARTMENT ANNUAL 
CAPACITY 

(‘000 T) 

UNITS(3.0 MT Stage) 

Coke Ovens  2,261 3 Batteries of 67 Ovens & 7 Mtrs. Height 

Sinter Plant 5,256 2 Sinter Machines of 312 Sq. Mtr. Grate area 
each and 1 Sinter Machines of 400 Sq. Mtr. 

Blast Furnace 7,500 2 Furnaces of 3200 Cu. Mtr. Volume each and 
one of 3800 Mtr. Volume 

Steel Melt Shop                                            7,300 3 LD Converters each of 133 Cu. Mtr. Volume 
and six 4 Strand bloom casters  

LMMM 710 4 Stand finishing Mill 

WRM 850 2*10 Stand finishing Mill 

MMSM 850 6 Stand finishing Mill 

 

 

MAIN PRODUCTS OF VSP: 

STEEL PRODUCTS BY – PRODUCTS 
Angles Nut Coke Granulated Slag 
Billets Coke Dust Lime Fines 

Channels Coal Tar Ammonium 
Sulphate Beams Anthracite Oil  

Squares HP 

Naphthalene 
Flats Benzene 

Rounds Toluene 
Re – bars Zylene 
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MANPOWER IN VSP: 

The total manpower of the organization has been kept within sanctioned strength given by the 

Ministry. The total manpower of the Organization as follows:           

  

MAN POWER AT GLANCE 

 As on  
31-03-2017 

As on  
31-03-2018 

As on  
31-03-2019 

EXECUTIVES  

WORKS 4125 4097 4292 

PROJECTS 337 305 287 

MINES 109 106 103 

OTHERS 1458 1635 1275 

NON – EXECUTIVES 

WORKS 10942 10703 10794 

PROJECTS 37 39 72 

MINES 199 185 180 

OTHERS 604 547 575 

TOTAL 

WORKS 15067 14800 15086 

PROJECTS 374 344 359 

MINES 308 291 

 

283 

OTHERS 2062 2182 1846 

 

VISION & OBJECTIVES 

VISION 2025:  
To be the most efficient steel maker having the largest single location shore based Steel Plant 
in the country. 
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OBJECTIVES: 

 Achieve Gross Margin to Turnover ratio > 10%. 

 Plan for finishing mill to integrate with 7.3 Mt capacity and commission the same by 

2017-18. 

 Achieve rated capacity of new & revamped units by 2017-18. 

 Capture markets for high-end value added products by focusing on sector specific 

applications and customer needs. 

 Achieve leadership in Energy consumption by achieving 5.6 Gcal/tcs by 2017-18. 

 Globalization of operations through acquisition of mines and setting up of marketing 

network abroad. 

 Diversify through operational zing of Bhilwara Mines, setting up of Pelletization 

plant, DRI-EAF (Direct Reduced Iron in Electric Arc Furnace) unit, Wheel & Axle 

Plants. 

 Create a high performance and safe work culture by nurturing talent and developing 

leaders. 

 To grow in harmony with the environment & communities around us. 

 CORE VALUES:  

I Initiative : Have a self-propelled & proactive approach  
D Decisiveness : Decide with speed & clarity 
E Ethics  : Be consistent with professional & moral values 
A Accountability : Take responsibility for actions 
L Leadership : Lead by example 
S Speed  : Demonstrate swiftness and efficiency in everything we do 

 

VSP takes all necessary actions for the fulfilment of regulatory requirements. It has dedicated 

departments for this purpose. Energy conservation, environmental preservation, safety in 

work place, and occupational health gets highest priority in the company. Some of the 

policies in this regard are reproduced below. 

ENVIRONMENT POLICY: 

We at Visakhapatnam steel plant, while carrying out its operations reaffirm our commitment 

to preserve the environment. To accomplish this, they will- 
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 Document, implement, maintain and continuously review the    environmental 

management system. 

 Comply with all the relevant environmental legislations, regulations, and prevention 

of pollution    by minimizing the emission and discharge. 

 

 

 

ENERGY POLICY: 

We, at Visakhapatnam steel plant, are committed to optimally utilize various forms of energy 

in a cost effective manner to effect conservation of energy resources. To accomplish this, we 

will –  

 Monitor closely and control consumption of various forms of energy   through an 

effective energy management system.      

 Adopt appropriate energy conservation technologies. 

 Maximize the use of cheaper and easily available forms of energy. 

 

 

HR POLICY: 

We, at Visakhapatnam steel plant, believe that our employees are the most important 
resources. To realize the full potential of employees, the company is committed to: 
 

 Strive to be the Employer of choice by attracting the best available 
talent and establish a competitive workforce. 

 Promote a learning &Development eco system. 
 Adapt a Fair & Transparent mechanism to ensure proper governance across 

the organization. 
 Reinforce consistent efforts to enhance the motivational levels of all 

employees. 
 Kindle creativity Innovation by providing opportunities for achieving higher 

level of Excellence. 
 Lead to achieve High Performance 
 Enliven a Healthy and safe work culture by following the best. 
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CUSTOMER POLICY: 

 VSP will endeavour to adopt a customer – focused approach at all times with 

transparency. 

 VSP will strive to meet more than the customer needs and expectations pertaining to 

products, Quality, and value for money and satisfaction. 

 

HRD GROUP – KEY INITIATIVE:        

 In–house training progress 

 Nominations to external training programmes 

 Organization research, employees’ satisfaction surveys & voice of employees’ index 

 Organization development 

 Membership with professional bodies  

 Performance appraisal initiatives 

 Human resource information system 

 In–plant training for management students 

 Lectures by eminent personalities 

 Corporate presentations 

 Interaction with professionals, academicians and consultants 

 Knowledge Management 

 Initiatives on “Six Sigma”  

 Emancipation of women through WIPS, women development programs (spring board) 

TRAINING & DEVELOPMENT:  

RINL believes that the employees are its assets and strives to realize their potential in full for 

mutual advantage. The Human Resources Development involves development of the 

employees as a whole. The need of induction training, skill up-gradation, unit training,  
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Computer related training, refresher training, foreign training, faculty development etc., are 

attended by the Training & Development Centre while management development and 

attitudinal development are taken care at the Centre for HRD. 

 Training in certain specialized areas like safety, fire prevention, occupational health etc., is 

also taken up by departments specializing in respective fields. RINL also provides learning 

opportunities to individuals by nominating them to external training programmers for 

enhancing their knowledge. Employees are sponsored for external training programmers 

including seminars and competitions organized by various professional bodies and Institutes 

like. CII, IISI, NISSAN, ASSOCHAM, INSDAG, AIMA, NIPM, LPAI, ISTD, ICWAI, CSI, 

SCOPE, VSC QCFI, RDCIS (SAIL), ICA, ASCI, ESCI, XLRI, MDI, BVQI, WIPS, IIMS, 

CBI Academy, NPC etc. 

 Employees are sent to other steel plants on short duration tours to find solutions to the 

various issues facing the company. Employees are also sent to suppliers’ manufacturing 

units/training institutes to get specific training in identified areas. 

 

HUMAN RESOURCE MANAGEMENT: 

Human resource initiatives at VSP are closely linked to the corporate strategy of the 

organization. VSP has harmonious industrial relations where the entire workforce works as a 

well-knit team for the progress of the company. The productive environment prevailing in the 

company fosters an atmosphere of growth -- both for the employees and for the company. 

VSP has introduced multi-skill concept since inception and the employees are trained to 

imbibe this. VSP has adopted a system of over-lapping shifts -- the first of its kind, in the 

industry.  

ACHIEVEMENTS & AWARDS: 

The efforts of Visakhapatnam Steel Plant have been recognized in various activities.  Some 

of the major awards received by Visakhapatnam Steel Plant are in the area of Energy 

Conservation, Environment Protection, Safety, Quality, Quality Circles, Official Language 

Implementation (Rajbhasha), MOU, Sports related awards and a number of awards at the 

individual level. 
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HALLMARK OF VIZAG STEEL AS AN ORGANIZATION: 

Today, VSP is moving forward with an aura of confidence and with pride amongst its 

employees who are determined to give their best for the company to enable to reach new 

heights in organizational excellence. 

At the same time, no single advantage accruing from a knowledge society is found wanting 

by the neighbourhood community with the growth & development of a phenomenon called 

VIZAG STEEL existing so close to its proximity, futuristic enterprises,  

academic activity, planned & progressive residential localities are but few of the plentiful 

ripple effects of this transformation and each one of us take immense pride to uphold the 

philosophy of mutual (i.e., individual and societal) progress. 

The remarkable performance on production front coupled with prudent financial management 

has not only resulted in achieving significant net profits but also helped RINL emerge as a 

‘NET POSITIVE COMPANY’ in January, 2008 by wiping out all its accumulated losses 

during 2006- 07.  

 

ACHIEVEMNETS AND AWARDS OF VISAKHAPATNAM STEEL PLANT: 

The efforts of VSP have been recognized in various fora.  Some of the major awards received 

by VSP are in the area of energy conservation, environment protection, safety, Quality, 

Quality Circles, Rajbhasha, MOU, Sports related awards and a number of awards at the 

individual level. 
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Some of the important awards received by VSP are indicted below: 

 

 

Awards & Accolades  

  Award Purpose Year 

NATIONAL CONSERVATION AWARD Best  owned conservation award 2019 

 
IspatRajbhashaSamman 

Coveted Rajbhasha Prize of 
Ministry of Steel 

2019 

“Excellent Energy Efficient Award” 
Excellence in Energy Management  

 
2019 

“Rajbhasha Keerti Puraskar (Gruha Patrika)” ‘Hindi Divas’ 2019 

“National Sustainability Award – Second 
Prize” 

Recognition of Quality Control 
aspects in the Steel Sector. 

2018 

National e-Governance award 
For Innovative Use of ICT by 
Central Government PSUs 

2018 

ShramVir Award and Shram Shree Award by 
Ministry of Labour & Employment, GoI 

For distinguished record of 
performance 

2018 

Excellence in Suggestion Scheme by INSSAN  

For excellence in performance of 
the suggestion scheme and also for 
excellence in organizational 
performance 

2018 

Corporate Vigilance Excellence Award 
Commendable work done in 
preventive vigilance 

2017 

Best Enterprise Award under Navratna 
category by SCOPE – 1st prize 

For outstanding contribution for 
the betterment of women 
employees 

2017 

IspatRajbhashaSamman – 1st Prize during the 
Hindi Advisory Committee Meeting 

For effective implementation of 
Official Language Hindi and 
progressive usage of Hindi 

2017 

Intelligent Enterprise Award by The Indian 
Express Group 

For demonstrating innovative use 
of Enterprise Mobility technology 

2017 
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STATISTICAL INFORMATION: 

1. PRODUCTION PERFORMANCE(‘000 TONNES)                                       

 
 

FINANCIAL PERFORMANCE (Rs. Crs.) 

YEAR GROSS MARGIN NET PROFIT 

2013-14 1159 366 

2014-15 809 62 

2015-16 (790) (1420) 

2016-17 (263.89) 

 

(1236) 

 
2017-18 346.19 (1369) 

 
2018-2019 362 1432 

to gain competitive edge and 
improve operations in the plant 

YEAR HOT METAL LIQUID 
STEEL 

SALEABLE 
STEEL 

LABOUR 
PRODUCTIVITY 

(TONNES/MAN/YEAR) 

2013-14 3769 3390 3016 371 

2014-15 3780 3488 3017 318 

2015-16 3975 3826 3513 345 

2016-17 4386 4176 3847 375 

2017-18 5132 4971 4731 474 

2018-19 5760 5510 5000 489 

 2019-2020 6302 

 

 

 

5834 5600 529 
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CHAPTER– 4 

THEORITICAL FRAME WORK OF THE STUDY  
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 THEORETICAL FRAME WORK 

Defining training:-  

 According to Flippo, “training is the act of increasing the Knowledge and skills 

of an employee for doing a practical job”.  

Training and development progress perform vital functions with in 
public organizations. Few new employees in an agency or department can 
immediately perform the task for which they were hired. Also employees must   
acquire   new   skills and   abilities   to meet   new    demands    and 
responsibilities.  

 Training and development programs   include any planned efforts by the 
organization to poster and enhance the learning of job – related behaviour by 
employees. Training efforts generally have specific, short – term task –related 
goals.  In contrast, development programs have broad, long – term, 
organization – related goals.  

Training and development are related to personal functions such as:- 
Firstly  Recruitment  and  Selection  procedures affect the amount of training 
Required for new employees and the capacity of employees to  benefit  from 
training.   If recruitment and Selection provide good hires, there is less 
demand for training.   

Second, job analysis is directly related to training and development.  

Thirdly, performance appraisals are very important in designing and 
evaluating training and development efforts.  

Finally, Training   and development are   related   to organizational 
development, which is concerned with the organizational overall health and 
effectiveness.  

  A  study  of  training  and  development  in  the  Indian steel industry brings  
out  various dimensions of building up skilled manpower in the field of  
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management  as  well  as  technology  in  the country, which made a very 
nebulous in the technology.  

 
 
 

 
 
 

Basic Information and Definition 
 

Information 

At its most basic form, a piece of information about something is a “unit of 

awareness” about the thing. (A  field of philosophy, epistemology, includes 

analysis of what is really information and what isn’t. This field might visit the 
question: “If a tree falls in the forest, does it make a sound?”) Some people 

think that this awareness occurs only in the brain and, therefore, usually 
comes from some form of thought. Other people also accept information as a 
form of realization from other forms of inquiry, e.g., intuition.  
 
Knowledge 
Knowledge is gleaned by organizing information. Typically, information 
evolves to knowledge by the learner’s gaining context, perspective and scope 

about the information.  
 
Skills 
Skills are applying knowledge in an effective and efficient manner to get 
something done. One notices skills in an employee by their behaviours.  
 
Task 
A task is typically defined as a unit of work, that is, a set of activities needed 
to produce some result, e.g., vacuuming a carpet, writing a memo, sorting the 
mail, etc. complex positions in the organization may include a large number 
of tasks, which are sometimes referred to as functions.  
 
Job 
A job is collection of tasks and responsibilities that an employee is 
responsible to conduct. Jobs have titles.  
 
Role   
Typically, learning is viewed as enhancing one’s knowledge, understanding or 

skills. Some people see learning as enhancement to one’s knowledge, 

awareness and skills. Some professionals view learning as enhancing one’s 

capacity to perform. Some view learning as a way of being that includes 
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strong value on receiving feedback and increasing understanding. It’s 

important to note that learning is more than collecting information – more 
than collecting unreferenced books on a shelf.  

 

 

Continuous Learning 

     Simply put, continuous learning is the ability to learn to learn. Learning 
need not be a linear event where a learner goes to a formal learning program, 
gains areas of knowledge and skills about a process, and then the learning 
ceases. If the learner can view life including work as a “learning program”, 

then the learner can continue to learn from almost everything in life. As a 
result, the learner continues to expand his or her capacity for living, including 
working  

Training 

   Term is often interpreted as the activity when an expert and learner work 
together to effectively transfer information from the expert to the learner (to 
enhance a learner’s knowledge, attitudes or skills) so the learner can better 
perform a current task or job.  

Education 

   This term seems to be the most general of the key terms in employee 
training. Some professionals view education as accomplishing a personal 
context and understanding of the world, so that one’s life and work are 
substantially enhanced, e.g., “Go get an education.” Others view the term as 

the learning required to accomplish a new task or job.  

DEVELOPMENT: 

    This term is often viewed as a broad, ongoing multi-faceted set of activities 
(training activities among them) to bring someone or an organization up to 
another threshold of performance. This development often includes a wide 
variety of methods, e.g., orienting about a role, training in a wide variety of 
areas, ongoing training on the job, coaching, mentoring and forms of 
selfdevelopment, some view development as a life-long goal and experience.  

TRAINING & DEVELOPMENT 

    Organization and individual should develop and progress simultaneously 
for their survival and attainment of mutual goals. So, every mosdern 
management has to develop the organization through human resources 
development. Employee training is the most important sub-system of human 
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resources development. Training is a specialized function and is one of the 
fundamental operative functions for human resources management.  

 
SOCIAL SKILLS: -  
 The employees are provided opportunities to acquire and sharpen such 
behavioral and human relation skills as are necessary for improved 
interpersonal relationship better teamwork and effective leadership.  
 

TECHNIQUES: -  
 This involves teaching of applications of knowledge and skill to dynamic 
situations.  
 

ATTITUDES: -   
This involves attitudinal change in the direction of increased work 

commitment and positive orientation towards the organization and the society 
in general. The bases of attitudes and the knowledge and skill with which to 
change them have to be carefully diagnosed.   

 
6) EXPERIENCE: -   

It cannot be taught in the classroom. It is the result of practicing the 
use of knowledge, skills, techniques and attitudes over a period of time in 
different work situations.  

 
OBJECTIVES:-  
The  objectives  of   this study is to bring out the man power profile of the 
industry and a range of varying inputs which determine the development and 
growth of human resources in the steel industry in India.  
 

 
 

 

TRAINING OBJECTIVES 
 

• Identifying training needs  

• Providing training input  

• Monitoring training effectiveness  

• Creating learning environment  

• Facilitating self-development  

• Innovativeness & self-expression  

• Enabling employees to assume higher responsibility  

• Meeting the Statutory requirements & Social Obligations   
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• The integrated steel plant is being fully managed now by Indian 
technicians and engineers.  

• Workers have developed sufficient skill even to put up steel plant abroad.  

• The construction of power plants equipment and factories has enabled the  
human  resources  even  in  ancillary  area  to  develop a sufficient 
reservoir  of  talent  to  operate  even  in  changing  environments  and 
different circumstances.   

• The steel industry is now training a number of developing nations in the 
operation and management of steel plants.  

MEANING: 

After an employee is selected, placed and introduced in an organization he/she 
must be provided with training facilities in order to adjust him to the job. 
Training is the act of increasing the knowledge and skill of an employee for 
doing a particular job. Training is a short-term educational process and 
utilizing a systematic and organized procedure by which employees learn 
technical knowledge and skills for a definite purpose. Date S Beach defines 
the training as “ The organized procedure by which people learn knowledge 

and/or skill for a definite purpose.”  

Training and Development 

  Employee training is distinct from management development or executive 
development. While the former refers to training given to employees in the 
areas of operations, technical and allied areas the latter refers to developing an 
employee in the areas of principles and techniques of management, 
administration, organization and allied areas.  

 

 

 

 

 

 

 

Differences between Training and Development 

S No  Area  Training  Development  

1.  Content  Technical skills and 
knowledge  

Managerial and behavioral 
skills and knowledge  

2.  Purpose  Specific job-related  Conceptual and general 
knowledge  

3.  Duration  Short-term  Long-term  
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4.  For whom  Mostly technical and non-
managerial personnel  

Mostly for managerial 
personnel  

 

 

Importance of Training: 

  The importance of human resources management to a large extent depends 
on human resources development and training is its most important technique. 
No organization can get a candidate who exactly matches with the job and the 
organization requirements. Hence, training is important to develop the 
employee and make him suitable to the job. Training works towards value 
addition to the company through HRD  

  Job and organizational requirements are not static, they are changed from 
time to time in view of technological advancement and change in the 
awareness of the Total Quality and productivity Management (TQPM). The 
objectives of the TQPM can be achieved only through training, which 
develops human skills and efficiency.  

 Competence 

 Commitment 

 Creativity and Contribution 

 

NEED OF TRAINING 
 
The need for the Training arises due to the following reasons:  
 
I, To March the Employee Specifications with the Job Requirements and 
Organizational Needs  
Management finds deviations between employee’s present specifications and 

the job requirements and organizational needs. Training is needed to fill these 
gaps by developing and molding the employee’s skill, knowledge, attitude, 

behavior etc. to the tune of the job requirement and organizational needs.  
 
II, Organizational Viability and the Transformation Process  
 The primary goal of the organizations is that their viability is continuously 
influenced by environmental pressure. If the organization does not adapt itself 
to the changing  
 
III, Technological Advances  
Every organization in order to survive and to be effective should adopt the 
latest technology i.e. mechanization, computerization and automation. 
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Adoption of latest technological means and methods will not be complete 
until they are named by employees to enrich them in the areas of changing 
technical skills and knowledge from time to time.  
 
 
 
 
IV, Organizational Complexity  
with the emergence of increased mechanization and automation, 
manufacturing of multiple products and by-products or dealing in services of 
diversified lines, extension of operations to various reigns of the country or in 
overseas countries, organization of most of the companies has become 
complex.  

Human Relations:  

Trends in approach towards personnel management has changed from the 
commodity approach to partnership approach, crossing the human relational 
approach. So today management of most of the organizations has to maintain 
human relations besides maintain should industrial relations although inherit. 
Changes in the job assignment  
Training is also necessary what the existing employee is promoted to the 
higher level in the organization and when there is some new job or occupation 
due to transfer. Training is also necessary to equip old employees with the 
advanced disciplines, techniques or technology.  
 
The need for the training also arises to : 

 Increase productivity  

 Improve quality of the product/service  

 Help a company to fulfil its future personnel needs  

 Improve organizational climate  

 Improve health and safety   

 Prevent obsolescence  

 Effect personal growth  

 Minimize the resistance to change and  

 To act as mentor  
 

 
 
 
Training Objectives: 
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 Generally line managers ask the personnel manager to formulate the training 
polices. The personnel manger formulates the following training objective in 
keeping the company’s goals and objectives:  

 To prepare the employee, both new and old to meet the present as 
well as the changing requirements of the job and the organization.  

 To prevent obsolescence.  

 To impart the new entrants the basic knowledge and skills they 
need for an intelligent performance of a definite job.  

 To prepare employees for higher level tasks.  

 To assist employees to function more effectively in their present 
positions by exposing them to the latest concepts, information and 
techniques and developing the skills they will need in their 
particular fields.  

 To build up a second line of competent officers and prepare them 
to occupy more responsible positions.  

 To broaden the minds of senior managers by providing them with 
opportunities for an interchange of experiences within and outside 
with a view to correcting the narrowness of outlook that may arise 
from overspecialization.  

 To develop the potential abilities of people for the next level job.  

 To ensure smooth and efficient working of a department.  

 To ensure economical output of required quality.   

 To promote individual and collective morale, a sense of 
responsibility, cooperative attitudes and good relationships.  

 
Assessment of Training Needs: 
 
 Training needs are identified on the basis of organizational analysis, job 
analysis and manpower analysis. Training programme, training methods and 
course content are to be planned on the basis of training needs. Training needs 
are those aspects necessary to perform the job in an organization in which 
employee is lacking attitude/aptitude, knowledge and skill.  
 
Training Needs =(Job and Organizational requirements – Employees 
Specifications)  
 
Assessment Methods 
 
The following methods are used to assess training needs:  

 Requirements/weakness.  

 Departmental requirements/weaknesses.  
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 Job specifications and employee specifications.  

 Identifying specific problems  

 Antic Organization repeating future problems.  

 Management’s requests.  

 Observation.  

 Interviews.  

 Group conferences.  

 Questionnaire surveys.  

 Test of examinations.  

 Check lists.  

 Performance appraisal.  
 

 
 
Methods used in Training Needs Assessment  
 

Group or Organizational Analysis  Individual Analysis  

Organizational goals and objectives  Performance appraisal  

Personnel/Skills inventories  Work sampling  

Organizational climate indices  Interviews  

Efficiency indices  Questionnaires  

Exit interviews  Attitude survey  

MBO or work planning systems  Attitude survey  

Quality circles  Rating Scales  

Customer survey/satisfaction  Observation of Behaviour  

Consideration  of  current  and  projected 
changes  

 

 

Individual Training 
Needs  

 Group Training      
Needs  

 Organizational training 
Needs  

  

Training Methods 

 The training programmers commonly used to train operative and supervisory 
personnel in the organization. These training programmers are classified into 
on – the job and off –the –job programmers.  
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Training Methods 

   
 On-the-job Methods      Off-the-job Methods 

- Job rotation                              -vestibule 
training   

- Coaching         - Role Playing  

- Job instruction       - Lecture 
Methods  

- Training through step-by-step     - conferences  or  
           discussions  

- Committee Assignments      - programmed   
 

 

On-The-Job Training Methods 

 This type of training also known as job instruction training is the most 
commonly use method. Under this method, the individual is placed on a 
regular job and taught the skills necessary to perform that job. The trainee 
learns under the supervision and guidance of a qualified worker instructor. 
On-the-job training has the advantage of giving first hand knowledge and 
experience under the actual working conditions.  

Job Rotation: 

              This type of training involves the movement of trainee from on job to 
another. The trainee receives job knowledge and gains experience from his 
supervisor of trainer in such of the different job assignments. Though this 
method of training is common in training managers for general management 
positions, trainees can also be rotated from job to job in workshop jobs.  

 
 
 
 

1. Coaching: 

     The trainee is place under a particular supervisor who functions as a coach 
in training the individual. The supervisor provides feedback to the trainee on 
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his performance and offers him some suggestions of improvement. Often the 
trainee share  

2. Job Instruction: 
    This method is also known as training through step by step. Under the 
method, the trainer explains to the trainee the way of doing the jobs, jobs, job 
knowledge and skills and allows him to do the job. The trainer appraises the 
performance of the trainee, provides feedback information and corrects the 
trainee.  
 

3. Committee Assignments: 
      Under the committee assignment, a group of trainees are given and asked 
to solve an actual organizational problem. The trainees solve the problem 
jointly. It develops teamwork  

Off-the-Job Methods. 

         Under this method of training, the trainee is separated from the job 
situation and his attention is focused upon learning the material related to his 
future job performance. Since the trainees is not distracted by job 
requirements, he can place his entire concentration on learning the job rather 
than spending his time in performing it. There is an opportunity for freedom 
of expression for the trainees. Companies have started using multimedia 
technology and information technology is training off-the-job training 
methods are  

 
 
 
 
i.Vestibule Training: 
          In this method actual work conditions are simulated in a class room, 
Material, files and equipment which are used in actual job performance are 
also used in training. This type of training is commonly used for training 
personnel for clerical and semiskilled jobs. The duration of this training 
ranges from days to a few weeks. Theory can be related to practice in this 
method.  

 

i. Role Playing: 

           It is defined as a method of human interaction that involves realistic 
behaviour in imaginary situations. This method of training involves action, 
doing and practice. The participants play the role of certain characters such as 
the production managers, mechanical engineer, super intendments, 
maintenance engineers, quality control inspectors, foremen, workers and the 
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like. This method is mostly used for developing inter-personal interactions 
and relations.  

ii. Lecture Method: 
             The lecture is traditional and direct method of instruction. The 
instructor organizes the material and gives it to a group it to a group of 
trainees in the form of a talk. To be effective, the lecture must motivate and 
create interest among the trainees. An advantage of the lecture method is that 
it is direct and can be used for a large group of trainees. Thus, costs and time 
involved are reduced. The major limitation of the lecture method is that it 
does not proved off transfer of training effectively.  
 

iii. Conference or Discussion: 
             It is a method in training the clerical, professional and supervisory 
personnel. This method involves a frump of people who pose ideas, examine 
and share facts, ideas and data, test assumptions and draw conclusions, all of 
which contribute to the method, in that the discussion involves tow-way 
communication and hence feedback is provided. The participants feel free to 
speak in small groups. The success of this method depends on the leadership 
qualities of the person who leads the group.  
 

Programmed Instruction: 

In recent years, this method has become popular. The subject matter to be 
learned is presented in a series of carefully planned sequential units. These 
units are arranged from simple to more complex levels of instruction. The 
trainee goes through  

THE TRAINING PREDCEDURE 

 The following training procedure is essentially an adoption of the job 
instruction training course, which has been proved to have great value  

   The important steps in the training procedure are :-  

 i. Preparing the Instructor:  
The instructor must know both the job to be taught and how to 
teach it. The job must be divided into logical parts so that each can 
be taught at a proper time without the trainee-losing plant. For 
each part, on should have in mind the desired technique of 
instruction, that is, whether a particular point is best taught by 
illustration, demonstration or explanation.  
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ii. Preparing the Trainee:  

As in interviewing, the first step in training is to attempt to 
place the trainee at ease. Most people are somewhat nervous when 
approaching an unfamiliar task. Though the instructor may have 
executed this training procedure, many times he or she never forgets 
its newness to the trainee. The quality of empathy is a nark of the good 
instructor.  

 
 

iii. Getting Ready to Teach:  

This stage of the programme is class hour teaching involving the following activities:  

 Planning the program me  

 Preparing the instructor’s outline  

 Do not try to cover too much material  

 Keep the session moving along logically  

 Discuss each item in depth ➢Repeat, but in different 

words.  

 Take the material from standardized texts when it is 
available  

 

iv. Presenting the Operation:  
There are various alternative ways of presenting the operation viz. 
Explanation, demonstration etc. an instructor mostly uses these 
methods of explanation. In addition, one may illustrate various points 
through the use of pictures, charts, diagrams and other training aids.  

 
V. Try out the Trainee’s Performance:  

As a continuation of the presentation sequence given above, the 
trainee should be asked to start the job or operative procedure. Some 
instructor prefers that the trainee explain each step before doing it, 
particularly if the operation involves any danger. The trainee, through 
respective practice, will acquire more skill.  
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 Vi. Follow-up:  

The final step in most training procedures is that follow-up. When 
people are involved in any problem or procedure, it is unwise to 
assume that things are always constant. Follow-up can be adapted to a 
variable reinforcement schedule as suggested in the discussion of 
learning principles. Every training programme should have a follow-
up; otherwise the training programmers in the future cannot be 
improved.  

 

TRAINING WITHIN INDUSTRY: 

Training to the employees can be provided both within the industry and 
outside the industry. Training within the industry is provided through both 
onthe-job methods and off-the-job methods.  

 Normally supervisors, foremen and supervisors provide the training to the 
employees. Supervisors in coach the employees initially how to handle the 
machines, materials, accounts, files, records etc., and also clarify the issues 
and doubts raised by the employees.  

Advantages of training  

 The contributions of imparting training to a company should be readily 
apparent. The major values are  

i. Increased Productivity:  
An increase in skill usually results in an increment in both quality 
and quantity of output. However, the increasingly technical nature 
of modern jobs demands systematic training to make possible even 
minimum levels of accomplishment.  

ii. Heightened Morale: 
Possession of needed skills helps to meet such basic human needs 
as security and ego satisfaction. Collaborate personnel and human 
relations programmes can make a contribution towards morale, but 
they are hollow shells if there is no solid core of meaningful work 
down with knowledge, skills and pride.  

iii. Reduced Supervision:  
More accidents are caused by deficiencies in people than by 
deficiencies in equipment and working conditions, proper training 
in both job skills and safety attitudes should contribute towards a 
reduction in the accident rate.  
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iv. Reduced accidence:  
More accidents are caused by deficiencies in people than by 
deficiencies in equipment and work in conditions. Proper training 
in  

 Both job skills and safety attitudes should contribute towards a reduction in 
the accident rates.  

v. Increased Organizational Stability:  

The outcomes of training help for organizational stability by 
enhancing organizations human capital. The ability of an 
organization to sustain its effectiveness despite the loss of key 
personnel can be developed only through creation of a reservoir of 
employees, Flexibility, the ability to adjust to short-run variations 
in the volume of work requires personnel with multiple skills to 
permit their transfer to jobs where the demand highest.  

EVALUATION OF TRANING PROGRAMME 
 
 The specifications of values forms a basis for evaluation. The basis of 
evaluation and the mode of collection of information necessary for evaluation 
should be determined at the planning stage. The process of training evaluation 
has been defined as “any attempt to obtain information on the effects of 

training performance and to assess the value of training in the light of that 
information”. Evaluation leads to controlling and correcting training program 
me. Hamblin suggested five levels at which evaluation of training can take 
place. Viz. reactions learning, job behaviour, organization and ultimate value.  

i. Reactions  
      Training program me is evaluated on the basis of trainee’s reaction 

to the usefulness of coverage of the matter, depth of the course 
content, method of presentation, teaching methods etc.  
 

ii. Learning  
     Training program me, trainer’s ability and trainee ability are evaluated 

on the basis of quantity of content learned and time in which it is learned 
and the learner’s ability to use or apply the content he learned.  
 

iii. Job Behaviour  
     This evaluation includes the manner and extent to which the trainee 
has applied his learning to his job.  
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iv. Organization  
     This evaluation measures the use of training, learning and change 
in the job behaviour of the department/organization in the form of 
increased productivity, quality, morale, sales turnover and the like.  
 
 
 
 

v. Ultimate Value  
     It is the measurement of the ultimate result of the contributions of 
the training programme to the company goals like survival, growth, 
profitability etc. and to the individual goals like development of 
personality and social goals like maximizing social benefit.  
 
 

Recent Development in training programs  
 
 
 
On-line training: 
 Companies started providing on-line training. Trainees can undergo training 
by playing at the place of their work. Participants complete course work from 
wherever they have access to computer and Intranet/Internet. Different types 
of media are used for on-line training.  
 
Management Development 
 Organization provides managerial skills to its employees at all levels, in 
addition to technical skills, Managerial skills are provided through 
management development programmes whereas technical skills are provided 
through training.  
 Management Development is a systematic process of growth and 
development by which the managers develop their abilities to mange. So, it is 
the result of not only participation in formal coursed of instruction but also of 
actual job experience. It is concerned with improving the performance of the 
managers by giving them opportunities for growth and development, which in 
turn depends on organization structure of the company.  
 
Role of the Organization: 
 “The role of the company in management development is to establish the 

programme and the development opportunities for its present and potential 
managers.” 
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 “Executive development is eventually something that the executive has to 

attain himself. But he will do this much better if he is given encouragement, 
guidance and opportunity by his company.” 

 

 

 

 

Principles of Management Development: 

 The top management of a company should follow certain principals to make 
the management development programmes effective. They are:  

 The management should assess the development needs of its 
mangers at different levels through performance analysis and 
development methods.  

 Management should decentralize the responsibility of developing 
the managers of different departments/units and make the head of 
the department unit responsible for it.  

 Management should integrate career planning and development of 
the organization with the management development programmes.  

 Even managers of the organization should be motivated and 
empowered to take up developmental programmes.  

 to undergo development programmes in order to avoid executive 
obsolescence.  

Method of Management Development 
 There are mainly two types of methods by which mangers can acquire the 
knowledge, skills and attitudes and make themselves compact managers.  

1. Formal Training  

2. On-the-job experiences.  
 

On-the-job Techniques   
  The important on-the-job training techniques are:  

1. Coaching   

2. Job rotation  

3. Under study and  

4. Multiple Management  
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1. Coaching:  
          In coaching, the trainee is placed under a particular supervisor who acts 
as an instructor and teaches job knowledge and skills to the trainee. He tells 
him what he wants him to do, how it can be done and follows up while it is 
being done and corrects errors.  

The act of coaching can be done in several ways. The executive apart from 
asking them to do the routine work may ask term to tackle some example 
problem by giving them a chance to participate in decision-making.  

On of the important limitations of this technique is that the individual cannot 
develop much beyond the limits of his own boss’s abilities.  

2. Job Rotations:  
         The transferring of executives from job to job and from department to 
department in a systematic manner is called job Rotation. When a manger is 
posted to a new job as part of such a programme, it is no nearly an orientation 
assignment. He has to assume the full responsibility ad perform all kinds of 
duties.  

 The idea behind this is to give him the required diversified skills and broader 
outlook which are very important at the senior management levels. It is up to 
the management to provide a variety of the experiences for those who have 
the potential for higher ranks before they are promoted.  

 Job rotation increases the inter-departmental co-operation and reduces the 
monotony of work. It makes the executives in general management and does 
not allow them to confine themselves to their specialized field only.  
3.Under Study:  
      “An understudy is a person who is in training to assume as a future time, 
the full responsibility of the position currently held by his superior”. This 

method supplies the organization a person with as much competence as the 
superior to fill his post which may fall vacant because of promotion, 
retirement or transfer.   
 
4.Multiple Management:  
Multiple Management is a system in which permanent advisory committees of 
managers study problems of the company and makes recommendations to the 
higher management. It is also called junior-board of executive system.             
 The technique of multiple management has certain advantages over the other 
techniques. They are:  
 

• Members have the opportunity to acquire the knowledge of various 
aspects of business.   

• It helps to identify the members who have the skills and capabilities of 
an effective manger.  
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• Members have the opportunity to participate in the group interaction 
and thereby gain the practical experience of group decision-making.  

• It is relatively an inexpensive method and  
Considerable number of executives can be developed in a short span 
of time.  

 

 

 

 
Off-the-job Methods  

On-the-job techniques have their own limitations; these off-the-job techniques 
are considered important to fill those gaps. The following are some of the 
important off-the-job techniques  

I. The Case Study  

II. Incident Method  

III. Role playing  

IV. In basket method  

V. Business game  

VI. Sensitivity training  

VII. Simulation  

VIII. Grid training IX. Conference X. Lectures.  
 
 

i. The Case Study:  
The cases are prepared on the basis of actual business situations that 

happened in various organizations. The trainees are given cased for discussing 
and deciding upon the case. Then they are asked to identify the apparent and 
hidden problems for which they have to suggest solutions.  

 

ii. Incident Method:  
It aims to develop the trainee in the areas of intellectual ability, 

practical judgment and social awareness, under this method, each employee 
develops in a group process. Incidents are prepared on the basis of actual 
situations which happened in different organizations. Each employee in the 
training group is to study the incident and to make short-term decisions in the 
role of a person who has to cope with the incident in the actual situation.  

Role playing:  
A problem situation is simulated by asking the participants to assume 

the role of a particular person in the situation. The participant interacts with 
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other participants assuming different roles. The mental set of the role is 
described but no dialogue is provided.  

The whole play may be tape-recorded and the trainee may thus be   
given the opportunity to examine his or her own performance.  

iii. In basket method:  
           The trainees are first given background information about a simulated 
company, its products, key personnel, various memoranda, request and all 
date pertaining to the firm. The trainee has to understand all this, make notes, 
delegate tasks and prepare memos within a specified amount of time.   
Abilities that this kind of exercise develops are:  

• Situational judgment in being able to recall details, Establish priorities, 
inter relate in terms and determine need for more information.  

• Social sensitivity in exhibiting courtesy in written notes, scheduling 
meetings with personnel involved and explaining reasons for actions 
taken.  

• Willingness to make decision and take action.  
 

iv. Business game:  
              Under this method, the trainees are divided into groups or different 
teams. Each team has to discuss and arrive at decisions concerning such 
subjects as production, pricing, research expenditure, advertising etc. 
assuming itself to be the management of a simulated firm. 
The other teams assume themselves as competitors and react to the decision. 
This immediate feedback helps interaction among participants and gives them 
the experience in cooperative group process.  

v. Sensitivity training:  
         The main objective of the sensitivity training is the “development of 

awareness of and sensitivity of behavioural patterns of oneself and others”. 

This development results in the   

 Increased openness with others,  

 Greater concern for other,  

 Increased tolerance for individual differences  

 Less ethnic prejudice  

 Understanding of group processes  

 Enhanced listening skills and  

 Increased trust and support  

Conferences:  
                A conference is a meeting of several people to discuss the subject of 
common interest. But contribution from members can be expected as each on 
builds upon ideas of other participants. This method is best suited when a 
problem has to be analyzed and examined from different viewpoints.  
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                  It helps the members develop their ability to modify their 
attitudes> participants enjoy this method of learning as they get an 
opportunity to express their views.   
                  The success of the conference depends on the conference leader. In 
order to make the conference a success, the conference leader must be able to 
see that the discussion  
 

 
 
 

vi. Lectures:  
           It is the simplest of all techniques. This is the best techniques to present 
and explain series of facts, concepts and principles. The lecturer organizes the 
material and gives of trainees in the form of talk.   

 
The main uses of lectures in executive development are: 

• It is direct and can be used for a larger group of trainees 

• It presents the overview and scope of the subject clearly 

• It presents the principles, concepts, policies and experiences in the 
shortest time. Thus, it is a time saving technique. 
 

 
 
 
 
SUITABILITY OF VARIOUS TECHNIQUES OF MANAGEMENT 
DEVELOPMENT  

S No  Technique  Suitability  

1.  Job Rotation  This is particularly useful in the development of diversified skills and 
to give executives a broader outlook, which are very important to the 
upper management levels.  

2.  Understudy  An understudy in normally chosen with a forethought of making 
available to the organization a subordinate who is equal to his superior 
in the event of retirement, illness or death of the superior. The 
subordinate will be able to take over this position and manage as 
effectively as his boss could.  

3.  Multiple  
Management  

This technique is mainly useful in bringing the managers out of their 
narrow shells and help them gain a broader outlook and knowledge in 
different functional areas.  
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4.  Case study  In the development of executive and analytical and decision making 
skills, this technique is particularly useful.  

5.  Incident  
Method  

This technique improves one’s intellectual ability, practical judgment 

and social awareness.  

6.  Role play   Role playing helps executives in understanding people better by giving 
them vicarious experiences.  

7.  In Basket  Situational judgment and social sensitivity are the two important 
qualities that can be developed with the help of this method.  

8.  Business  
Games  

This technique may be used in order to develop organizational ability, 
quickness of thinking and leadership.  

9.  Sensitivity 
Training  

This helps one know more about himself and the impact of his 
behavior on others, which are important to manage people better.  

10.  Simulation  Problem solving through decision-making can be developed quite well 
the help of simulation.  

11.  Managerial Grid  To develop leadership qualities in executives over a long period of 
time, this technique is adopted.  

12.  Conferences  The most difficult thing for any one is to change his own attitude. This 
technique develops the ability of the executives to modify their 
attitudes, when needed in the interest of the organization  

13.  Lecturers  This is the best technique to give more knowledge in a short period of 
time to a large number of participants.  

 

Evaluation of Management Development Programme 
 
 Management development programmes should be evaluated in order to find 
out whether the objectives of the programmes are achieved or not. The 
development programmes would be effective, if they contribute to the 
organizational group and individual goals.  
 Management should delegate the responsibility of evaluation to a senior 
manager in the HRD department. The evaluation specialist should be a 
continuous process and specific. The evaluation specialist should inform the 
trainees well in advance the content, objectives, areas and the method of 
evaluation. Evaluation must be objective oriented. Evaluation must be 
realistic in terms of direction, standards etc.    
 The areas of evaluation include different managerial skills, knowledge, 
technical skills and knowledge and conceptual skills and knowledge. The 
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areas should be specific for each MDP based on the content proved. Further, 
the evaluation can also be conducted regarding the training methodology, 
input/output/content, infrastructure and physical facilities, teaching aids etc.         
Evaluation should not only immediately be after the completion of the 
programmes but also in specific intervals in the long-run in order to find out 
the impact of the MDP in the job behaviour and efficiency of the trainee. 
Further, the evaluation army also measures the improvement in decision-
making skills, interpersonal relations, strategy asking and implementation 
skills, role modelling skills etc, these areas depend upon the content of each 
MDP.  

 The evaluation results should be provided to the trainees, their superiors, 
subordinates and HRD department of the organization. These results can be 
used of further improvement of the future programmes in the company.   
      
TRANING AND DEVELOPMENT AT VSP 
 
     VSP has a well-established Training and Development Centre, which 
identifies the needs of the employees and provides training based on the 
identified requisites.  
 
The main quality objectives of the Technical Training Institute for the year 
2019-20 are as follows:-  
 

• To train 600 employees in QMS related programmes namely 
Employee involvement, Concept of Total Quality, SPC Techniques for 
sustainable development.   

• To train 600 employees in Environment related programmes on 
Management of Waste, Operation. & Maintenance. Of Pollution 
Control Equipments  and System Orientation for Auditees for 
sustainable development.  

 

• To train 1400 employees in OHSMS related programmes namely 
Awareness on OHSAS 18001, Safety & Occupational Health 
Management, Behavioural Based Safety Management, Training for 
First Aiders, Gas Safety, Electrical Safety, Road Safety  and Fire 
Rescue Training for sustainable development.   

• To train 775 employees in Energy related programmes on Energy 
Awareness, Energy Management and Audit and EnMS ISO 50001 
awareness for sustainable development.  

 

• To train 10,750 employees in various Skill development, 
Technological, Health & Safety and PC related courses for sustainable 
development.  



57 
 

 

• To achieve more than 85% training effectiveness of training 
programmes.  
i) To update the training facilities, course materials and to follow up 
with faculty for conduction of training programmes. ii) To conduct Pre 
& post tests for five training programmes for arriving Learning Index.  

 

• To implement 24 quality circle projects.   
 

• To ensure generation of 132 suggestions.   
 

• To train 100% student visitors, Trainees & Employees on safety 
precautions to be followed in the plant in order to ensure incident free 
visit of student visitors, trainees & Employees to Technical Training 
Institute & Plant.   

 

• To develop 400 sq metres for a forestation in order to plant 25 
samplings in TTI Campus / Trainee Hostels.  

 
 
The major training programmes that are conducted by the training and development centre 
are:  
 
FREESHERS TRAINING 
 

Initially a small of trainees were recruited among the displaced persons in 

December 1991. Since then a sea change has taken place. The novel feature of 
VSP manpower is that almost 90% of 

            The work force in the works division has been recruited through 
training in various schemes like  

1. Management Trainees  

2. Senior Trainees  

3. Junior Trainees  
           Special schemes were worked out and implemented to facilitate 
induction of displaced persons as well as SC and ST categories such as  

 Special Trainees   

 Asst. Technical Trainees  

 Secretarial Asst. Trainees  
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The list of trainees given below … 
 

S. No  Name of Trainees  Training period  Probation  

1.  Management trainees (M.T)s  1 year  1 year  

2.  a) senior Trainees (SOT)  

b) special SOT’s  

2 years  
2 years  

1 year  
1 year  

3.  Assistant Steno’s (Ast’s) 

Trainees  
1 1/2 years  1 year  

4.  Junior Trainees (JOT’s)  2 years  1 year  

5.  a) Special Trainees  
 

b) Super Special Trainees  

2 years (6 months+ 1 1/2 years.  
 

30 months (12 months + 18 months)  

1 year  
 

1 year  

6.  Trainee Khalasis 2 years  1 year  

    There is a wing called Training Administration, which helps in taking care 
of the administration aspects in smooth functioning of the training 
programmes.  

 

 

Skill Development Programs 

 Skill development programs are those programs that are conducted in the 
organization to enrich the skills of the employees who deal with the various 
equipment in the plant. These programs are mainly conducted at the workshop 
where full-fledged training is given on the equipment. Hence we can say that 
main purpose of the skill development program is to improve the skills of 
those employees who directly work with the equipment.  

 There are several programs that are conducted in a calendar year and all the 
topics are covered based on the requirement. All these programs are coded as 
SM(01) to SM(13). And each code carries a specific topic on which the 
training program will be conducted. The details of the training program are 
published in the training calendar, which has the day and dates printed about 
hen the training will be conducted. Every employee in the VSP is provided 
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this calendar so that he attends the training program as on the given dates. 
After the training is completed feedback is taken from the employees and with 
this the grading is done of how effective the training was and whether the 
training was helpful for the employee to implement it at the workplace. Post 
training evaluation is done which would give us the learning level index and 
as well the average feedback. In this way we can easily know how much the 
employees gained from the training. It helps the organization as a whole to 
evaluate the performance of the employees after their training is terminated. It 
leads to increased efficiency of the organization and as well increased the 
individual efficiency.  

 

 

S. no  Program 
code  

No. of 
programms.  

No. of  Participants  Avg. of Learning level  

1  SM 01  7  101  --------------  

2  SM 02 NE  12  273  69.49  

3  SM 02 ED  4  83  61.70  

4  SM03  9  222  72.90  

5  SM04  8  164  47.05  

6  SM 05  6  113  50.19  

7  SM 06 T  6  192  49.54  

8  SM 06 K  12  341  -----------------  

9  SM 07  6  133  70.88  

10  SM 09  10  189  62.36  

11  SM 10  6  62  66.09  

12  SM 11  5  38  76.48  

13  SM 12  5  56  69.21  

14  SM 13  6  58  73.22  

 

 

 

 

The vasrious Skill Development Programmes that are conducted are : 

Program code  Program Title  Level  
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SM 01K  Basics of Mechanical Maintenance & Safety 
Aspects  

Khalasis 

SE 10,N  Operation & Maintenance of New  
Generation Motors  

JO-E4,       T- 
FM  

SM 02,02N  Alignment of Equipment & Safety  
Aspects  

JO-E3,       T- 
FM  

SM 03N  Baring Maintenance and Lubrication &Saftey 
Aspects  

T-FM  

SM 04N  Gear box and Couplings & Safety  
Aspects  

T-FM  

SM 05N  Valves and Pump maintenance & Safety 
Aspects  

T-FM  

SM 06K  Material Handling & Safety Aspects  Khalasis 

SM 06N  Material handling & Safety Aspects  T-FM  

SM 07N  Hydraulics & Safety Aspects  T-FM  

SE 08,N  Circuit Breakers and Vacuum Contactors  JO-E4,       T- 
FM  

SE 09  Converter Transformers in VFD  JO-E4  

SE 11N  Operation & Maintenance of UPS  T-FM  

SM 14N  Are welding & Safety Aspects  T-FM  

SM 27  Balancing of Rotating Equipments JO-E4  

SM 18N  Conveyer Belt Maintenance & Safety Aspects  JO–E4  
     T-FM  

SM 12   Gas Cutting & Safety Aspects  T-FM  

SM 26N  Hoist Maintenance & Safety Aspects  T-FM  

SM 32N  Maintenance of Lifting & Pulling Tackles  T-FM  

SM 33N  Maintenance of Pipelines  T-FM  

SM 34N  Maintenance of Submersible Pumps  T-FM  

SM 35N  Operation and Maintenance of Air 
Compressors  

T-FM  
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VOCATIONAL TRAINING:-  
The main aim of the vocational training in Visakhapatnam steel plant is to 
train the students from educational institutions and to impact knowledge and 
skill pertaining to the activities in the organization.  

 The concept of vocational training is to make the students accustomed to the 
work culture of the organization. The vocational training will not only 
enhance   the abilities of   the   trainees   but also inculcate organizational 
awareness in the minds of the trainees.  

   

 

Types of vocational training are two types:-  

1. PROJECT WORK  

2. INDUSTRIAL TRAINING  

 

PROJECT WORK:-  

The  duration  of  this  training  period   is  1  to  3  months and given to  all 
the technical personal regarding the  work  culture and  to  impact  the 
knowledge and skills in performing the jobs. Those entrants who are already 
studying in the educational institution mainly utilize this training thus they 
can utilize their leisure or vocation period to gain knowledge and also have a 
practical experience in working environment.  

  

INDUSTRIAL TRAINING:-  

In  this  training  period  ranges  from  4  to  6 weeks and  this training is  
given  to  technical  students.  It allows the students to be aware of the 
organizational   climate.  The main essence of this training period is to create 
awareness among the trainees regarding prevailing industrial relations in the 
organization.  

 Vocational training is only for those students who are in courses like 
engineering, M.SC (IS), MSC (IT), MCA and BCA, & BBM students.   



62 
 

APPRENTICESHIP TRAINING:-  

Apprenticeship training is widely in vogue today in many industries. Under 
this method both knowledge and as well skills “a job or a series of related jobs 

are involved. Apprenticeship training is described in industries, which require 
a constant flow of new employees expected to become all- round craft men.  

 According to the apprenticeship act 1973, it is a statutory obligation on the 
part of the employer to provide stipend or monitory incentives to the trainees 
who undergo apprenticeship training as far as Visakhapatnam steel plant  is  
concerned  there  are  3 types  of  apprenticeship  training  that  are conducted. 
They are:-  

 TECHNICAL APPRENTICESHIP. 
 GRADUATE APPRENTICESHIP TRAINING. 
 TECHNICAL (VOCATIONAL) TRAINING. 

 

 

TECHNICAL APPRENTICESHIP:-  

This   training  provided   to  all   the   diploma   holders   to  acquaint 
themselves  with  the  working  conditions  of  the  organization.   

GRADUATE APPRENTICESHIP TRAINING:-  

This training is given to all the engineering graduates and Makes them to  
acquaint  with  the  updated  knowledge,  and  skills pertaining to working 
environment  in  VSP.    

TECHNICAL (VOCATIONAL) TRAINING:-  

This technical (vocational) training is further divided into 2 types they are:- 

1. OFFICE ASSITANTSHIP.  

2. AUDITING AND ACCOUNTING  

TRADE APPRENTICESHIP TRAINING:-  

 This training is given to all the ITI students. The duration of this course is 
one to two years dividing upon the different trades. 
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On the Job Training: 

 It is method of training the employees or the workers to improve their skills 
and competencies required for their job. It means that on the Job Training is 
conducted to increase the employee input to achieve higher efficiency so that 
the requisites of the job are fulfilled and the performance of the employees is 
maximized.   

  On The Job Training places the employees in a actual work situation and 
makes them appear to be immediately productive. It is hence learning by 
doing.  

 There are several methods used for training the employees under this i.e. 
Apprenticeship Training, Simulation Technique, Demonstration, and as well 
training on the equipment.  

 In the perspective of Visakhapatnam Steel Plant, on the Job Training is very 
significant aspect to train the existing employees so that higher job 
performance is reached, which leads to higher productivity and as well as 
higher job satisfaction. To conduct this several steps are to be followed which 
begins right form the Job Description to Assessment testing.  

 
journals:  

 Central library subscribes number of technical and management journals 
every year.  
 
 
Permanent journals:  
 VSP central library issues management and technical, law and medical 
journals to the departments on permanent issue basis as per their indents. 
Procurement of journals and books will be made directly from Indian and 
Foreign publishers, wherever is possible.  
 Central library plays a significant role for procurement of Indian and 
International standards of QMS, EMS&OHSAS certification work. According 
to their Quality Policy : Manufacture products as per specifications and 
standards agreed to with the customers and follow clearly documented 
procedures for achieving expected quality standards of products and services.  
  
 

LIBRARY INFORMATION SYSTEM: 

Recently the central library has introduced library information system, LIS,  
with the help of systems Departments of VSP for easy retrieval of documents 
to the users of Central Library and Library Staff. The library application 
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package comprises of all the modules and helps the users to get and over view 
of graphical user interface based on systems operation.  

 

MEASURING THE EFFECTIVENESS OF TRAINING 

   In order to find out the effectiveness of training programmes, feedback will 
be obtained from the participants at 3 levels viz.  

1. Reaction level  

2. Learning level  

3. Behaviour level  
 

Reaction level and learning level: 
   At the and of the training programme, a test (post test) will be conducted to 
measure the learning of the participant.  

   Reaction level feed back form is filled by the participants on various 
aspects, the rating of effectiveness is measured on a 5- point scale. In case, the 
effectiveness is less than “3” on a 5- point scale, programme will be reviewed 
to take necessary corrective action.  

  The summary of the reaction and learning level of a particular programme is 
prepared and put up to the HOD of the Training for review. The remarks or 
suggestions of participants will be projected for consideration.  

  After the participants return to their departments from the training 
programme, the controlling officer has to conduct a briefing section and guide 
them to implement the knowledge gained through the training program me. 

  
 
 
 
A copy of the feedback form is encoded at annexure 

In case of Skill Development Programmers Pre test and Post test are 
conducted to measure the learning index.  
 
Behavior level: 
 After 1 month of conducting the programme the post training evaluation form 
(PTE forms) will be send to the HOD’s of the concerned departments. This is 
designed to find out the knowledge and skill gained during the training 
programme and its implementation status on the job. The HOD’s in turn get 

the forms filled by the respective controlling officers and send them back to 
the training departments. The PTE forms are designed on a 5-point scale.  
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  All the data collected through PTE forms are summarized. If the average 
rating is more than 3 on 5 point scale it will be assumed that the programme is 
effective. In case of it is less than 3 the respective coordinators will discuss 
with respective controlling officers to find out the reasons. If the controlling 
officers feel that the knowledge and skill gained by the participant through the 
training program is in sufficient the participant may be nominated to the same 
program again.  

 
 

TRAINING NEED IDENTIFICATION  AT  VSP STEEL PLANT 
 

Training must be linked with the organizational needs otherwise it 
would   fail to pay.  Training   must be linked with the individual need 
otherwise individual would fail to learn.  

The effectiveness of the training mainly depends upon the proper 
identification of the individual for a particular training program. Proper 
methodology is being followed for the training need identification well in 
advance at the beginning of the year in the following manner.  

1. At the very first stage to have a systematic guidance, the training 
Advisory Committees which are constituted to guide the Training 
Department in conducting the training program. Members of the 
Training Advisory Committees are at the level of ED (W), GMs of 
Works and Non-works and this committee meets once in a quarter to 
discuss various aspects of training.   

2. Before Training Department starts the training needs identification 
process, guidelines are prepared and are briefed to the Training 
Advisory Committees.  

The procedure for identification of training needs is as follows:  
• A survey is conducted at all cross sections in all major production        

departments through a questionnaire. 

• Discussions are held with HOD's and with section in charges of the Shop 
Floors.  

• Workshops   are conducted by inviting   different   cross-functional 
departmental officers and opinions obtained from the workshops are 
also taken into consideration. 

• Training needs projected in the appraisal forms are also taken into 
consideration.  Training needs projected by the individuals in the 
Reaction level feedback forms also taken into consideration.  

• A  survey  is  also  conducted  with  different control ling officers of            
various  departments  to  know  the skills required for the employees 
working  under  their jurisdiction.   The skills are   divided   into   2 
categories viz., Basic skills and Special skills. 
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• The controlling officers are asked to indicate the basic skills and special 
skills required for their employees and also the other skills in which 
their employees are lagging.  

• After obtaining the committee’s opinion, the thrust areas are identified and 

accordingly the types of programmers to be conducted are decided.   

• After deciding the type of programmes to be conducted, the draft list of 
programmes are prepared and circulated to the entire HOD's to indicate 
their requirement against each program. The list is as below:  

1. The program-wise requirement is collected from the departments 
and consolidated.   

2. The total number of programmers to be conducted in a calendar 
year is decided based on the requirement projected by the 
departments, as well as the availability of resources in view.  

3. The average in take in a training program will be ranging 15-40 
no’s.  

PREPARATION OF ANNUAL TRAINING CALENDAR 

The  program schedule  is  prepared   after finalizing  the  number  of 
programs   to  be  conducted  in  a   calendar  year.  While   preparing   the 
schedule, the following factors are taken into consideration.  

1. Care is being taken to avoid starting of too many programs on the 
same date.  

2. No program is planned on Sundays, holidays and festival days and 
on capital repair days.  

3. In case of external programmers, dates are finalized in consultation 
with the external faculty/agencies.  

The course objectives & course contents are prepared in consultation with 
the internal specialists/experts in the respective areas for all the training 
programs to be conducted in a calendar year.  

ORGANISING THE TRAINING PROGRAMMES 

In case there is any deviation In the program dates indicated in the annual 
Training Calendar, the same is also being communicated to the departments 
well in advance. Usually this situation arises in case of the programs 
conducted with the help of external faculty. 
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METHODS OF TRAINING EVALUATION AT VSP 

 
A variety of evaluation methods are used at different levels in the 

pertaining. Training and post-training phases of evaluation. 

Some of them are given below:  

1. Immediate assessment of trainee’s reactions on the program.  

2. Trainee’s observation during the training program.  

3. Selecting trainee’s expectations before the program begins.  

4. Seeking opinion of trainee’s boss regarding his/her job performance and 

behaviour.  

5. Measuring the improvement in trainee’s on-the-job behaviour.  

6. Evaluation the trainee’s skill improvement after the training program is 

over. Cost-benefit analysis of the program.  

7. Evaluation of trainee’s skill before and after the training program.  

8. Measurement of trainee’s attitude after the program.  

9. Seeking opinion of trainee’s colleagues his/her job performance and 

behavior.  

10. Seeking opinion of trainee’s sub-ordinates regarding his/her job 
performance and behavior.  
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CHAPTER 5 
 

•DATA ANALYSIS & INTERPRETATION 
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1)Are you satisfied by the training given by the company? 

S.NO. Attributes Percentage of no. of 
Respondents 

1 Highly satisfied 43 

2 Satisfied 26 

3 Dissatisfied 15 

4 Highly Dissatisfied 15 

5 TOTAL 100 

 
 
 
 

 

 
 
 

 
 
Interpretation: from the above graph 43% employees are highly satisfied and 26% 
employees are satisfied by the training given by the company. 15% of the employees 
are dissatisfied and 15% of the employees are highly dissatisfied by the training 
provided by the company. 
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2) What is your opinion on training facilities available in your organization? 

S.NO. Attributes Percentage of no. of 
Respondents 

1  Excellent 51 
2 Good 44 
3 Poor 3 
4 Very poor 1 
5 TOTAL 100 

 
 

Interpretation: from the above graph 51% of the employees are saying that training facilities 
are excellent and 44% employees are saying that training facilities are good and 3% of the 
employees are saying that training facilities are poor and 1% of the employees are saying that 
training facilities are very poor. 
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3) What are the reasons for you to undergo for training? 
S.NO. Attributes Percentage of no. of 

Respondents 
1 To achieve company 

objectives and goals 
30 

2 Company policy 15 
3 For personality development 11 
4 To achieve company 

objectives and goals and for 
personality development 

43 

5 TOTAL 100 

 
 
Interpretation: from the above graph 30% employees saying that the reason for their 
undergoing for the training is to achieve company objectives and goals. 15% 
employees said that the reason for their undergoing for the training is as per the 
company policy. 11% employees said that the reason for their undergoing for the 
training is for personality development and 43% employees said that the reason for 
their undergoing for the training is to achieve company objectives and goals and also 
for personality development. 
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4) To perform your duties  the training program is useful for day to day activities? 
S.NO. Attributes Percentage of no. of 

Respondents 
1 25% 7 
2 50% 18 
3 75% 37 
4 100% 36 
5 TOTAL 100 

 
 

 
 
Interpretation:  from the above graph7% of the employees are saying that training 
program is useful only for 25% in the day to day activities. 18% of the employees are 
saying that training program is useful only for 50% in the day to day activities. 37% 
of the employees are saying that training program is useful for 75% in the day to day 
activities and 39% of the employees are saying that training program is useful for 
100% in the day to day activities. 
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5) Which  training method mostly used for employees? 

S.NO. Attributes Percentage of no. of 
Respondents 

1 Lecture 7 
2 Demonstration 66 
3 Power point presentation 7 
4 All of the above 18 
5 TOTAL 100 

 

 
 
Interpretation:  from the above graph7% employees saying that the Lecture method 
is followed to give training to the employees. 66% employees said that Demonstration 
method is followed to give training to the employees. 7% of the employees said that 
Power point presentation is followed to give training to the employees and 18% of the 
employees said that all of the above mentioned methods are followed to give training. 
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5)Did you find the change or improvement in your performance often attaining training 
program? 

S.NO. Attributes Percentage of no. of 
Respondents 

1 Excellent 62.4 
2 Good 33.85 
3 Satisfactory 3.75 
4 TOTAL 100 

 

 
 
Interpretation: from the above graph 62.4% employees saying that they found 
excellent improvement in their performance after training. 33.85% employees said 
that they found good improvement in their performance after training and 3.75% of 
the employees said that they got satisfactory improvement in their performance after 
training. 
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7) Does training program allow you to share your experience with the group? 
S.NO. Attributes Percentage of no. of 

Respondents 
1 Yes 51.12 
2 No 26.33 
3 To some extent 22.55 
4 TOTAL 100 

 

 
 
 
Interpretation:  from the above graph 51.12% employees saying that they are 
allowed to share their experiences in the group. 26.33% employees said that they are 
not allowed to share their experiences in the group and 22.55% employees said that 
there is only some extent scope to share their experiences in the group.  
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8) Do you feel that training department provides a congenial for learning? 
S.NO. Attributes Percentage of Respondents 
1 To large extent 62.40 
2 To some extent 33.85 
3 Little extent 3.75 
4 TOTAL 100 

 

 
 
Interpretation:  from the above graph 62.40% employees feel that the training 
department provides a large extent of congenial for training. 33.85% employees feel 
that the training department provides to some extent of congenial for training and 
3.75% employees feel that the training department provides only little extent of 
congenial for training. 
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9) List the factors which influence the effectiveness of the training program 

S.NO. Attributes Percentage of no. of 
Respondents 

1 Participants involvement 44 
2 Performance of the faculty 26 
3 Relevance of the program 

contents 
15 

4 Course material 15 
5 TOTAL 100 

 

 
 
Interpretation: from the above graph 44% employees said that participants 
involvement influence the effectiveness of the training program. 26% employees said 
that performance of the faculty  influence the effectiveness of the training program. 
15% employees said that reference of the program contents influence the 
effectiveness of the training program and 15% employees said that course material 
influence the effectiveness of the training program 
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10)Will the training program contribute towards safe work environment? 

S.NO. Attributes Percentage of no. of 
Respondents 

1 Yes 62.4 
2 No 33.85 
3 Some extent 3.75 
4 TOTAL 100 

 

 
 
Interpretation: from the above graph 62.4% employees saying that the training 
program contribute towards safe work environment. 33.85% employees said that the 
training program won’t contribute towards safe work environment and 3.75% 

employees said that the training program contribute towards safe work environment to 
some extent. 
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11)Do you notice continuous improvements in training programmes conducted in 
VSP? 

S.NO. Attributes Percentage of no. of 
Respondents 

1 Yes 51.12 
2 No 26.33 
3 To some extent 22.55 
4 TOTAL 100 

 

 
Interpretation: from the above graph 51.12%  employees saying that they noticed 
continuous improvements in training programmes conducted in VSP. 26.33% employees said 
that they didn’t notice continuous improvements in training programmes conducted in VSP 

and 22.55% employees said that they noticed continuous improvements in training 
programmes conducted in VSP to some extent. 
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12)How do you feel after attending the training program? 

S.NO. Attributes Percentage of no. of 
Respondents 

1 Feeling higher responsibility 66 
2 Getting more recognition 18 
3 Able to performance better 14 
4 TOTAL 100 

 

 
 
Interpretation: from the above graph 66% employees saying that feeling higher 
responsibility after attending the training program. 18% employees said that getting 
more recognition after attending the training program and 14% said that they able to 
perform better after attending the training program. 
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13) Which type of training programs you have undergone from time to time? 

S.NO. Attributes Percentage of no. of 
Respondents 

1 Technical 44 
2 Behavioral 26 
3 Both technical and 

behavioral 
30 

4 TOTAL 100 
 

 
 
Interpretation: from the above graph 44% employees saying that they have 
undergone through technical training program. 26% employees said that they have 
undergone through behavioral training program and 30% employees said that they 
have undergone through both technical and behavioral training programs. 
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14) Are the training programs helpful in your work life 

S.NO. Attributes Percentage of no. of 
Respondents 

1 Yes 77 
2 No 15 
3 To some extent 11 
4 TOTAL 100 
 

 

 

Interpretation: from the above graph 77% employees saying that training program is helpful 
in their work life. 15% employees said that training program is not helpful in their work life. 
11% employees said that training program is helpful in their work life to some extent. 
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15) What motivate you to attend the training programs? 
S.NO. Attributes Percentage of no. of 

Respondents 
1 To update job knowledge 43 
2 To enhance skills 26 
3 To contribute more on the 

job 
15 

4 Because I was asked to 
attend 

15 

5 TOTAL 100 
 

 
 
Interpretation: from the above graph 43% employees saying that to update job 
knowledge motivated them for attending training program. 26% employees said that 
to enhance skills motivated them for attending training program. 15% employees said 
that to contribute more on the job motivated them for attending training program and 
15% employees said that because they were asked to attend, they are attending for the 
training programs. 
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FINDINGS 

  
1) The RINL-VSP, Visakhapatnam has put in its best efforts to give the best 

training facilities and implementing various training and development 
activities are very good. 

2) The training programs have been fruitful to the organization as they 
productive their company objectives and goals. 

3) Employees were instructed in training programs because they are very helpful 
for day to day activities, because how they use in machinery etc. 

4) The management has to focus more of the employees are showing to interest 
in their training programs. 

5) Training is being most useful for employees because they follow these 
methods are very useful to help their workers. 

6) Practical approach to improve the managerial effectiveness is timely given to 
the employees are more helpful to attaining the training programs. 

7) Training in employees work experience is the best way to give to their 
experience share with their employees. 

8) The training programs they give their best factors to influence their 
employees. Because they give certain amount of training facilities to providing 
infrastructure or good. 

9) In RINL Visakhapatnam they provide the training programs are very effective, 
employees are satisfied with their training programs. 

10) All the employees are interested for attending, safety, healthy related and 
technical training programs. 

11) Since most of the workmen are of the training programs are very helpful for 
their work life. 

12) The safety training is one of the most important training which have been 
undergo on. 

13) RINL is also nominating the employees for the programs conducted by other 
organizations. 

 

 

SUMMARY 

 The graphical analysis for the various units clearly shows that the company’s 

training programs are very beneficial to the workmen and also the HR 
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department has been successful in implementing training programs which 
have met the needs of the workmen and also beneficial to the company.  

          Training for all the workmen in various units like Knowledge sharing 
programs, Technical, behavioural has been really beneficial to all the 
workmen and also to the employees.  

         The safety training is one of the most important training which have 
been undergone by many of the workmen and many have been of the opinion 
that it is one of the most important training the company is providing them.  

 

 
SUGGESTIONS 

 After a detailed study and analysis on the training and development of 
employees we would like to provide some suggestions to the HR 
department. They are:  

 Since most of the workmen are of the opinion that training program 
timings are clashing with their work timings it is better to train the 
workmen at their workplace.  

 Setting up of various display boards related to their work, machinery 
which they will be handling at their work place, Control rooms, Rest 
rooms etc.  

 Introducing more knowledge sharing programs and Behavioral 
training programs at specific zones will help the workmen to know 
more about the company and the working process and other details 
and will also bring some attitudinal changes which might bring in a 
change in the work culture (A new shift).  

 

 

 

CONCLUSION: 

       Training is the organized process by which people learn knowledge and a 
skill or attitude for a purpose. The objective of the organization education and 
training policy is to enable all its employees to make their maximum 
contribution towards achieving business objectives.  

 Measuring training effectiveness or evaluation of training is the means used 
to determine the worth or value of training. A comprehensive and effective 
evaluation plan is a critical component of any successful training programme. 
It should be well structured to generate information on the reactions on the 
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amount of learning that has taken place on the trainees’ behaviour and its 
contribution to the job/organization.  

At VSP training in various technological processes have been given priority 
over years. Training of thousands of new entrants has been designed 
specifically to impart awareness and skills in various processes involved in an 
integrated steel plant, the training is being imparted to nearly, 10,000 
employees every year and spending lot of money, time and effort hence it is 
very much essential to evaluate the training to find out whether it resulted not 
only in acquisition learning but also its subsequent transfer to the job 
situation.  

 The development programs are being designed keeping in view of the 
concerned heads of the departments and also for continuous improvement of 
training programs. As soon as the training program is conducted, post training 
evaluation questionnaisres are sent to the managers to evaluate the progress of 
the employees working under them. Training is also being monitored by 
senior management of VSP through training advisory committee (TAC). The 
study carried out with the objectives listed earlier is expected to be useful in 
understanding effectiveness of development programs and enable the 
organization for making development programs more useful and effective.  
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ANNEXURE 

QUESTIONNAIRE 

Respected sir/madam 

            I, am Anusha,a student of Gudlavalleru Engineering College, Gudlavalleru, am doing a 
project on “Training and Development” at RINL, Visakhapatnam. As a part of my project I am 

required to conduct a survey to obtain feedback from employees on Training and Development in 
RINL. Towards this endeavour, I request your valuable and unbiased response by filling out this form 
given below. 

 

Name: 

Designation: 

Department: 

 

1. Are you satisfied by the training given by the company? 

a) highly satisfied b) satisfied         c) dissatisfied d) highly dissatisfied 

2. What is your opinion on training facilities available in your organization ? 

a) excellent                         b) good  c) average                          d) poor 

  

3. What are the reasons for you to undergo for training? 

a)to achieve company objectives and goals               b) company policy  

c)for personality development                 c) to achieve objective& goals & personality 
development  

4. To perform your duties the training program is useful for day to day activities? 

a) 25%      b) 50%c) 75% d) 100% 
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5. Do you feel that training department provides a congenial for learning ? 

a) To large extent   b) to some extent   c)  little extent 

6. which  training method mostly used for employees ? 

a) lecture      b)  demonstration     c)  ppt     d)  all the above 

7. Did you find the change or improvement in your performance often attaining training 
program ? 

a) excellent          b)  good         c)  satisfactory 

8. Does training program allow you to share your experience with the group ? 

a) yes                            b) no                                c)  some extent 

9. List the factors which influence the effectiveness of the training program 

a)participants involvement                     b)  performance of the faculty  

c)relevance of program contents           d)  course material. 

 
10. Will the training program contribute towards safe work environment? 

a) yes            b)  no             c)  some extent 

11. Do you notice continuous improvements in training programmes conducted in vsp? 

a) Yes         b)  no          c)  some extent 

12. How do you feel after attending the training program? 

a)feeling higher responsibility   b) getting more recognition   c) able to performance better. 

13. Which type of training programs you have undergone from time to time? 

a) technical      b)  behavioral            c)  both technical and behavioral 

 

14. Are the training programs helpful in your work life? 

a) yes             b)  no             c) some extent 

15. What motivate you to attend the training programs? 

a)to update job knowledge                       b) to enchance skills        

c)to contribute more on the job               d) because I was asked to attend 
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Thank you for your kind co-operation… 
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Introduction 

Finance: 

If we trace the origin of finance, there is evidence to prove that it is as old as human 

life on earth. The word finance was originally a French word. In the 18th century, it was 

adapted by English speaking communities to mean “the management of money.” Since then, 

it has found a permanent place in the English dictionary. Today, finance is not merely a word 

else has emerged into an academic discipline of greater significance. Finance is now 

organized as a branch of Economics. 

Meaning of Finance: 

Furthermore, the one word which can easily replace finance is “Exchange." Finance 

is nothing but an exchange of available resources. Finance is not restricted only to the 

exchange and/or management of money. A barter trading system is also a type of finance. 

Thus, we can say, Finance is an art of managing various available resources like money, 

assets, investments, securities, etc. 

At present, we cannot imagine a world without Finance. In other words, Finance is 

the soul of our economic activities. To perform any economic activity, we need certain 

resources, which are to be pooled in terms of money (i.e. in the form of currency notes, other 

valuables, etc.). Finance is a prerequisite for obtaining physical resources, which are needed 

to perform productive activities and carrying business operations such as sales, pay 

compensations, reserve for contingencies (uncertain-ed liabilities) and so on. 

Hence, Finance has now become an organic function and inseparable part of our day-

to-day lives. Today, it has become a word which we often encounter on our daily basis. 

Definition of Finance: 

Finance is defined in numerous ways by different groups of people. Though it is 

difficult to give a perfect definition of Finance following selected statements will help you 

deduce its broad meaning. 

In General sense: 

"Finance is the management of money and other valuables, which can be easily 

converted into cash." 
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According to Experts: 

"Finance is a simple task of providing the necessary funds (money) required by the 

business of entities like companies, firms, individuals and others on the terms that are most 

favourable to achieve their economic objectives." 

3. According to Entrepreneurs 

"Finance is concerned with cash. It is so, since, every business transaction involves 

cash directly or indirectly." 

4. According to Academicians 

"Finance is the procurement (to get, obtain) of funds and effective (properly planned) 

utilisation of funds. It also deals with profits that adequately compensate for the cost and 

risks borne by the  

Introduction of Cash Flow Statement: 
 The Statement of Cash Flows report has always been an important financial report, 

but has been called different names over the years. It was the "Statement of Changes in 

Financial Position,""Statement of Sources and Applications of Funds," and "Changes in 

Working Capital." 

The approach to the Statement of Cash Flows is simple: Report the activities that add 

to resources of the company and those that subtract from the company's resources. Then, 

separate cash flow transactions into three buckets: operations, investments, and acquisition or 

retirement of debt (financing).  

In order to understand why the Statement of Cash Flows is important, we need to 

define the term "working capital" as the difference between current assets and current 

liabilities. Businesses operate on a cycle designed to generate more working capital in order 

to grow. For example, cash is used to purchase inventory, inventory is sold at a profit, and 

thus generates more working capital that could be used for more inventory.  

Meaning and Definition of Cash Flow Statement: 

The meaning of the Cash flow statement of an enterprise or entity is such that it is 

the additional statement prepare in addition to the basic documents i.e., Balance-sheet and 

profit & loss Account prepared so as to give a clear view of the flow of cash in to the main 

activities of the entity classifying in to operational, investment and financing. 
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Operational activities are those activities which are mainly engaged by the entity 

by which the net results is ascertained by preparing the operating statement such as 

profit& loss Account or Income & Expenditure account. 

Investment activities are those activities which are undertaken by the entity for 

long range expansion plans and which are properly reflected in the balance-sheet. 

Financing activities are those by which the entity raises long term as well as short 

term debts are raise by the company either from banks, financial institutions or by the 

promoters to meet the requirements of the entity. 

The most important thing to be4 noted that all these activities are to be considered 

aw composite and collectively form part of the cash flow statement. 

A cash flow statement can thus be defined as “The composite statement of the 

entity for as defined period which clearly highlights how the cash is being generated from 

different activitie4s of the entity and how it is further being disposed or dispensed with”.  
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Objectives of the Study: 

 To examine the relationship between profitability and net cash flow and the 

impact of changing prices. 

 To know the cash flow in operating, investing and financing activities 

 The present and future earning capacity or profitability of the concern. 

 To evaluate the changes in   net assets, financial structure and ability to affect the 

amounts and timing of cash flow. 

 To suggest necessary measure for improving cash flows of the company 
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Need for the Study: 

 To determining a company’s ability to pay interest and Dividends and to pay debts 

when they are due. 

 Evaluating the way management generates and uses cash. 

 It necessary to identify financial strengths and weakness of company. 

 This project work is carried out by “Coromandel International Ltd” and aims of to 

analyze the cash flow analysis of the company. 

 The study can be used to analyze financial position to identify the trends. 
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Scope of the Study: 

 The study focused only cash flow analysis Coromandel International Ltd 

 This study is also useful to policy makers to make necessary changes 

 The present study is undertaken mainly to analyze the financial performance of 

 “Coromandel International Ltd” during the period 2012-2017. 

 The study includes various aspects regarding the future plans and diversification 

activities of the study covers including the trends of various components of cash 

flows. 
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Methodology of the Study: 

Methodology is a systematic process of collecting information in order to analyze and 

verifies a phenomenon. The collection of data is two principle sources. They are discussed as 

 Primary data 

 Secondary data 

1. Primary Data: 

 The primary data needed for the study is gathered through interview with concerned 

officers and staff, either individually or collectively, sum of the information has been verified 

or supplemented with personal observation conducting personal interviews with concerned 

officers of finance department of “Coromandel International Ltd”. 

2. Secondary Data: 

The secondary data needed for the study was collected from published sources such 

as, pamphlets of annual reports, returns and internal records, reference from text books and 

journal management.  

Further data needed for the study was collected from: 

 Collection of required data from annual records of the company. 

 Reference from text books and journals relating to financial management. 
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Limitations of the Study 

 Auditing was going on during the period of the study, therefore the employees were 

unable to separate more time and information. 

 The source of data based on annual reports only. 

 Time and cost factor are another limitation 

 The statements contain only information that can be measured in monitory units. 

 The period of study is 45days. 

 The time period was very short for making analysis of the project. 
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Industry Profile 

Introduction: 

Fertilizers refer to any materials, which supplies nutrients to plants in fields, which 

can be readily absorbed by them. Since the essential physiological attribute of seeds is their 

ability to Convert a great duel of nutrients into grain. The spread of this variety lead for 

greater Consumption of fertilizers simultaneously with increasing demographic pressure on 

the Agricultural productivity has assumed more importance. This also contributed to the 

raising Demand for fertilizers. The fertilizers, which are most widely used, are classified as 

under basing the nutrients Available. The most widely nutrients are nitrogen, phosphorus and 

potash.  

 Straight nitrogenous fertilizers (UREA, A.S, CAN) 

 Straight phosphoric fertilizers (SSP, ROCK, PHO) 

 NP fertilizers (DAP, 20:20:0, 28:28:0) 

 Straight potash fertilizers (MOP, SOP) 

 NPK fertilizers (NPK, 17:17:17 etc) 

 Other fertilizers (ZS etc). 

Consequently fertilizers have become a key agricultural input so that the existence of 

a Domestic fertilizers industry in crucial to ensure the regular supply of fertilizers and attain 

goals Self-sufficiency and food security .accordingly government policy is also encouraged 

the Industry by giving several benefits. India has made great studies in the development of 

fertilizers industry and ranks as the fourth largest producer in the world during 1991-92. 

Consumption of fertilizer has gone up marginally to 12 million tonnes in 1991-1992. 

On the Recommendations of joint parliamentary committee on fertilizer pricing and potassic 

fertilizers Withdrawn. In order to enter encourage indigenous manufactures of die-

ammonium phosphate to Compete with the imported D.A.P. the customs duty on import of 

phosphoric acid and ammonia Was abolished. 

Need of Fertilizers: 

The primary sector agriculture plays a dominant role in our Indian economy. Nearly 

70.6% of population depends on agriculture for their livelihood. The agricultural sector 

Contributes 30% of national income and 10% of the earth’s surface area is used to grow 
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Agricultural crops now. This is in past nearly all that can be utilized for the Purpose while the 

planets population is increasing continually and even greater quantities of Food is required to 

feed obviously, since the cultivated area cannot be expanded to any Considerate degree, the 

only way to supply the needed nutrition is to raise soil fertility. 

Fertilizers are mined commercial by products, which contain one or more essential 

plant Nutrients from a material to the quantity of fertilizers it should contain nutrients in 

appreciable Amount and in readily.  In addition, a fertilizer just like any other item should 

not contain or produce any Substance, which is toxic to the soil, plants or human being above 

permissible limits. Many countries Including India has laws as to what can or cannot be 

labeled as fertilizers.  

Fertilizers are used for improving soil fertility so that it can support Larger invests. 

Fertilizers represent the most common currently used by farmers to deposited Plant nutrients 

into their soil to ensure that adequate nutrients are available to feed the crop.  

Fertilizers have played a key role in our much towards achieving self-sufficiency in 

food grains Production while we have achieved a great deal towards self reliance in fertilizers 

and food that Future is more challenging than was in the past. India needs about 1 million 

tonnes incremental fertilizer nutrient to us per annum in the 90’s to feed our growing 

population. The incentive orientation of the administrated pricing system Linked to 

efficiency had not only attracted fresh investment but also encouraged the existing Units to 

improve operational efficiency and overall better management of resources. The Fertilizers 

consumption in India has invested many folds during last two decades most of it is being 

applied manually; in regard low fertilizer use efficiency crop production in India has 

undergone a reasonable change in last 25 years. Modern agricultural is high energy 

dependent In addition; this energy input is predominantly based on fossil fuels. Fertilizers 

accounts for 50% of total commercial energy input used in modern India Agriculture.  

The advent of chemical fertilizers has helped making in solving one of the most 

Challenging tasks of food production and sustaining soil fertility. Our country’s requirements 

of Fertilizers or continuously on the increasing year after year. Fertilizer use has increase 

from 4.6k.g/ha in 1965-66 to 50kg/ha in 1984 -85 in India total fertilizer consumption (N P 

K) for the Country exceeded 8.72 million tonnes. The number of farm holding using 

fertilizers is above 65%. If remaining farmers are also motivated to come with in the fold of 
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adopters and fertilizers Use is increased to recommended level; the fertilizers will certainly 

go much higher. 

Commercial fertilizers are used in modern agriculture to correct known plant nutrient 

Deficiencies, to provide high levels of nutrition to maintain optimum soil fertility conditions 

In addition, to improve crop quality. In essence, fertilizers are used to make certain that soil 

fertility is not a liking factor in crop production.  

The major factors influencing the selection of the rate And placement of fertilizer are 

the crop characteristics and climate especially moisture supply, Yield goal and the cost of 

fertilizer in relation to the sales price of the crop. 

Agriculture in India: 

 The growth of Indian economy is based on food grains consumption it is estimated 

that India will need 235 million tonnes of food grain by 2000 A.D. During the 1980-81 and 

1990-91 Food grain production increased by about 40 million tonnes over the next 10 years 

period this has to be increased by about 60 million tonnes, which are, needed a challenging 

task. Due to population Explosion in India, the net per capital availability of cultivated land 

that was just 0.3 hectares in 1950 is reduced to less than 0.14 hectare by turn of the century, 

during the past three decades 1960-61 to 1990-91 the total food grain production increased 

by about 90 million tonnes of this 90%increase in the production of food grains and has been 

a marginal increase in other Commodities further the crops growth is nearly 70% of 

country’s rain fed areas. These areas Contributed to production of more than 40% of food 

grains, 80% of Maize, 90% of pellet and Sorghum. About 95% of pales and 75% of oil seeds 

are also grown in these areas. 

          Nearly 56% of rice is grown in high rainfall areas without supplementary 

irrigation, similarly, 70% of cotton and almost whole jute and menthe are grown under rain 

fed conditions. The average annual growth in agriculture production during the 8th five-year 

plan has Addressed, itself to meet due challenge for agriculture production, agriculture being 

the most Vital sector of the economy. The strategy for agriculture Development in the 8th 

plan aims not Agriculture commodities for export to increase the income level of the former. 

The existence of a domestic fertilizers industry is crucial to ensure the regulars supply of 

fertilizers and action goals of sufficiency and food security as fertilizers have become a key 

agricultural input. Accordingly government policy has also encouraged the industry by 
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giving several benefits India ranks as the 4th largest producer in the world during 1991-92 as 

a result of great studies made in the development of fertilizers industry. 

Consumption of fertilizers has gone up marginally to 12 million tonnes. In 1991-92 

on the recommendations of joint parliamentary committee on fertilizer pricing, potassium 

Fertilizers had withdrawn. In order to encourage indigenous manufacturers of die ammonium 

phosphate to compete with the improved dap the customs duty on import of Phosphoric acid 

and ammonia was abolished. The fertilizers industry in the core sectors of the economy and 

rightly, since it is one of the major industries, which provides vital input for agriculture 

growth i.e.; fertilizers. The Crucial role and importance of fertilizers have now been from 

levy of custom duty. This will have a significant in the cost of production of fertilizers. 

Origin and Development of Fertilizers Industry in India: 

The first plant for production of nitrogenous fertilizer was built in 1940, in small 

capacity which argument with production of about 50,000 per annum .nitrogen in the form 

ammonium soleplate 1951 in the first public sector fertilizer plant in SINDRI since then, the 

government of India taken the idea to built a fertilizer plant at every state of the country. The 

real Expansion of the industry took place in 1960’s and since then it has been expanded at 

rapid rate in public, private or joint sector to meet growing demand for fertilizer, both 

nitrogenous and phosphoric. The farmer always wanted the fertilizers at low format price. 

The procedures always wanted increase the next factory price. In 1977, the Indian 

government took a decisive step towards food sufficiency, .the arrived that the best way to 

increase the fertilizer consumption and through that food grain, production by keeping 

fertilizer prices affordable for the farmer. Since producer would not be willing to sell at that 

price the government made good differential by paying them a subsidy. 

The Government Fixes Two Prices: 

The  price at which the manufacturer should sell fertilizers to farmers. The price fixed 

at level affordable to the farmers and is uniform for all manufacturers. Consumption of raw 

materials and usage of utilities differ with every plant thus each plant  would have different 

retention price is so designed that often covers and the mandatory cost the company that 

operated at 90% would earn a 12% post tax return or net worth . A unit operator at higher 

operating rates would benefits by way of enhanced recovery of fixed operating as also capital 

related charges. The government remembers difference between the retention price and the 
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government reimburses the selling price to the manufacturer as subsidy .The cost of 

transporting the material from the factory to the consumption point it is also reimbursable to 

the producer as equated freight. The Retention-Pricing Scheme (RPS) was first introduced 

for Nitrogenous Fertilizers in1977, for phosphoric fertilizers other than Single Super 

Phosphate (SSP) in 1979, and for SSP in 1982. In the Same year imports of DAP were 

canalized through MMTC in order to project the local marketed By 1991.The spiriting 

expenditure on Fertilizers as fertilizer subsidy have led to the widening of the Budgetary 

deficit.   

The Rao government than on a tough ride towards economic liberalization, was 

Under Pressure to knock of fertilizers subsidies, which as snowballed from Rs.25 core in 

Fiscal 1978 to rs.3730 core in fiscal 1991. In July 1991,3 nitrogenous fertilizers namely 

ammonium Sulphate (As) Calcium ammonium Nitrate (CAN) and ammonium chloride 

(ACP) were Decontrolled while the selling price of all Other Fertilizers were raised by 40%. 

In The din of the political notice that followed, this was reduced to 30%, with small and 

marginal formers fully exempted from the like. The exception Abandoned soon. In august 

1991 the government tracked at the nitrogenous segment by putting as, CAN and ACI again 

under control, re introduced subsidy, decontrolling phosphoric and potash Fertilizers, 

jettisoned the retention pricing and subsidy scheme and declared DAP. The decontrol sent the 

price of phosphoric fertilizer very high this led to a sharp fall in the Consumption of the 

fertilizers. To partially compensate the increase the government got into the Act. If 

introduced a subsidy have Rs.500, to Rs.800, per ton on their complex fertilizers. The idea 

was that there would be corresponding reduction in the selling price of these fertilizers. Later 

it made certain smart concessions like, it removed customs duty on imported phosphoric 

acid, allowed import of raw materials for productions of phosphoric fertilizers 

Dap Units in India with Annual Capacity of Production 

S. no   State/name of the location 
Annual capacity(In 

tons) 

1 Andhra Pradesh, C.F.L. (N.P), Vizag. 251.00 

2 Andhra Pradesh, G.C.F.L. (N.P), Kakinada. 300.00 

3 Goa, Zuari Agro chemical (DA), Zuari Nagar. 150.00 

4 Gujarat, Gujarat state fertilizers co (DA), Sikkim 326.00 
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5 IFFCO (DAP), Kandala  N.A 

6 Gujarat, Gujarat state fertilizers  

(18:46:0/20:20), Vadodara. 

108.00 

7 Karnataka, Mangalore chemicals & fertilizers ltd. 

(MCFL)  (DAP), Mangalore. 

N.A 

8 Kerala, Fact (DAP), Amabalamedu. N.A 

9 Orissa, Pradeep phosphoric ltd (DAP), Pradeep. 720.00 

10 Tamilnadu Madras fertilizers ltd., (MFC) (DAP), 

Manali. 

N.A 

11 Spic (DAP) Tuticorin, West Bengal, Hindustan 

Level (DAP) Haldia. 

154.00 

 

Import of Dap: 

From countries: - Jordan, Germany, Canada, Rumania, U.K, Japan, U.S.A, Norway, 

Saudi Arabia, Philippines, Mexico, Former, U.S.S.R and others. During the period 1981-82 it 

was 375 crores where the year 1990-91 it was increased to 4800 Crores. Some of the reasons 

for increase are agricultural growth, Increase in cost of Production consumption of fertilizers 

etc. The joint parliamentary committee reports 1991 suggested to do control phosphoric and 

Phosphate Fertilizers in order to reduce the subsidy burden to the Government, accordingly 

the same with effect from 24th of August 1992. 

Major Fertilizer Consuming Countries 

In million metric tons, years ending June 30* 

COUNTRY 2013-14 2014-15 2015-16 2016-17 2017-18 

 

Nitrogen 

China 23.0 22.9 24.1 22.1 22.5 

India 11.0 11.4 11.6 10.9 11.3 

United States 11.2 11.3 11.2 10.5 10.9 

France 2.5 2.5 2.6 2.3 2.4 

Pakistan 2.1 2.1 2.2 2.3 2.2 
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Phosphate 

China 9.3 9.4 9.0 8.7 8.9 

India 4.0 4.1 4.8 4.3 4.3 

United States 4.2 3.9 3.9 3.9 4.20 

Brazil 2.0 2.0 2.0 2.3 2.5 

Australia 1.1 1.0 1.1 1.1 1.2 

Potash 

United States 4.8 4.5 4.5 4.5 4.5 

China 3.4 3.5 3.4 3.5 4.0 

Brazil 2.4 2.3 2.2 2.6 2.7 

India 1.4 1.4 1.7 1.6 1.7 

 

Major Fertilizer Producing Countries 

Million metric tons, years ending June 30* 

COUNTRY 2013-14 2014-15 2015-16 2016-17 2017-18 

Nitrogen 

China 20.2 21.5 22.8 21.5 22.1 

India 10.1 10.5 10.9 10.9 10.7 

United States 13.8 13.5 11.2 9.9 10.6 

Russian Federation 4.1 4.1 5.0 5.4 5.5 

Canada 3.7 3.7 4.1 3.9 3.5 

Phosphate 

United States 9.0 9.0 8.5 7.3 7.6 

China 6.4 6.7 6.4 6.7 7.4 

India 3.0 3.2 3.4 3.7 3.9 

Russian Federation 1.9 1.7 2.0 2.3 2.4 

Brazil 1.4 1.4 1.4 1.5 1.4 
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Potash 

Canada 9.0 9.2 8.2 9.2 8.2 

Russian Federation 3.4 3.5 4.0 3.7 4.3 

Belarus 3.3 3.4 3.6 3.4 3.7 

Germany 3.4 3.6 3.5 3.4 3.5 

Israel 1.5 1.7 1.7 1.7 1.8 
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Company Profile 

Introduction: 

Coromandel International Ltd, a leading manufacturer of a wide range of fertilizers 

and pesticides (technical and formulations), is part of the Murugappa Group. The company 

was incorporated in 1964, by the synergistic efforts of two major companies of the US - 

Chevron Chemical Company (CCC) and International Minerals and Chemicals Corporation 

(IMC) - and EID Parry Ltd (EIDP), a leading business house in India associated with 

agriculture. 

                GFCL became a Murugappa Group company in July 2003 when Coromandel 

Fertilizers Limited (CFL) acquired the stake of Government of Andhra Pradesh in the 

process of disinvestment. With a view to foster business relations, Foskor of South Africa 

and GCT of Tunisia - the two major raw material suppliers have been made shareholders 

with 5% each in the equity of the Company. Godavari Fertilizers and Chemicals Limited 

(GFCL), incorporated in 1981, have completed 25 years of its existence. 

                CFL markets around 2.3 million tonnes of phosphatic fertilizers, making it the 

leader in its markets and the second-largest producer of phosphatic fertilizers in India. It also 

markets phosphor gypsum and sulphur betonies. IFFCO, the other major shareholder and co-

promoter of the Company, has also divested its shareholding in favor of CFL on 12th April 

2007. Consequent to this, the Company has become a subsidiary of Coromandel. Presently, 

Coromandel holds 74.92% of the capital of the Company and the remaining is held by public. 

                Coromandel International has multi-locational production facilities, at 

Visakhapatnam (AP), Ennore (near Chennai) and Ranipet (both in Tamil Nadu), Navy 

Mumbai in Maharashtra, Ankles war in Gujarat, and in Jammu. It markets its products all 

over India through 13 marketing offices and a network of over 7,000 dealers, and exports 

pesticides to various countries across the globe. The Company’s approximately 1.2 Million 

MT manufacturing facility is located at Kakinada, very close to the sea port and has excellent 

infrastructure. The plant is strategically located to derive advantages of logistics- inbound 

and outbound. The company has superior product and process technology and the production 

efficiencies are comparable to the best in the world. The plant with 8.32 lakh MT name plate 

http://www.murugappa.com/
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capacity in 2003, when it was acquired by Murugappa Group, is now tuned to produce more 

than 1.15 million MT per annum with minimum additional investment in capital assets. 

                 The company is one of the low cost producers of DAP and complex fertilizers 

using imported phosphoric acid and has built in flexibility to change the product mix with 

ease - both in terms of production and marketing. The Company mainly markets its products 

through 9 regional marketing offices in 6 States besides directly selling from the Plant. The 

Company has a network of more than 8000 dealers. The demand for Godavari brand products 

is quite strong and realizing this potential, the company has embarked upon an expansion 

project to add 4.25 lakh MT of additional capacity by June 2009. 

                  Raw material availability is one of the major factors in the successful operation of 

a fertilizer company. Coromandel has strong raw material supply linkages through long term 

supply agreements with major international suppliers. 

Mission and Vision 

Vision: 

To be the leader in the phosphatic fertilizer industry, producing high quality fertilizers 

at low cost and giving satisfaction to all stake holders. 

Mission: 

To enhance the prosperity of Farmer, through the supply of quality farm inputs and 

related services to ensure value for money. 

Philosophy:  

“The fundamental principle of economic activity is that no man you transact with will 

lose; then you shall not.” 

The Motto: 

Coromandel is imbued with the ideal of universal welfare and the farm prosperity. 

These ideals are reflected in various facets of the company. Coromandel’s motto is ‘Service 

to the Farmer’.  

Values and Beliefs: 

 Adhere to ethical norms in all dealings with shareholders, employees, customers, 

suppliers, financial institutions and government 

 Provide value for money to customers through quality products and services 
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 Treat our people with respect and concern; provide opportunities to learn, contribute 

and advance; recognize and reward initiatives, innovativeness and creativity. 

 Maintain 

- an organization climate conducive to trust, open communication and team spirit. 

- a style of operation befitting our size, but reflecting moderation and humility 

 Manage environment effectively for harnessing opportunities 

 Discharge responsibilities to various sections of society and preserve environment. 

Coromandel has strategic partnerships with leading companies across the globe 

including: 

 Foskor (PTY). Ltd, South Africa.  

 Groupe  Chinique Tunisian, Tunisia 

 Suciedad Quimicay minera. 

Coromandel's subsidiaries are: 

 Coromandel Mauritius 

 Coromandel GETAX Phosphates Pvt. Ltd 

 Coromandel Brazils Limited 

Management: The following are the “Board of Directors” of the M/S Coromandel 

International Limited, Kakinada 

S.NO Name Position Held on 

Board 

Committee Membership 

1 Mr. A.V. Vellayan Chairman - 

2 D.E. Udwadia Director - 

3 S. Viswanatham Director Audit Committee 

R&N Committee 

4 M.M. Venkatachalam Director Share Holders 

Grievance Committee 

5 K. Balasubramaniam Director Audit Committee 

R&N Committee 

6 M.K. Tandon Director Audit Committee 

R&N Committee 
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7 Dr. B.V.R.M. Reddy Director Audit Committee 

R&N Committee 

Share Holders Committee 

8 V .Ravi Chandran  Managing Director Share Holders 

Grievance Committee 

 

 The policy decisions of the company are made by the Board of directors, who are 

representatives of the government and the financial institutions. The company will be headed 

by a full time chairman.  The managing directors will be assisted by several deputy general 

managers in the fields of production, marketing, personnel and materials department. 

Organization Chart Representing Hierarchy: 

Human Resources: Coromandel's real assets are their employees. Their positioning at 

different locations is as under: 

Cil Manpower Executives Staff Total 

Corporate Office, Secunderabad  42 66 108 

Liaison Office, New Delhi 1 3 4 

Regional Marketing Offices 84 52 136 

Plant – Kakinada 118 305 423 

Vst – Visakhapatnam 12 23 35 

  Total      257 449 706 

Product Portfolio: 

Coromandel has wide variety of product ranges and its products are as follows 

 DAP 

 NPK Complex 

 Micro Nutrients 

 Gromor  

 Water Soluble Fertilizers  

 Bio Fertilizers 
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 Paramfos  16-20-0-13 

 Parry Gold 

Coromandel at Kakinada manufactures the following products: 

The company manufactures the following products: 

 DAP 

 14:35:14   

 12:32:16   

 10:26:26  

The company also markets other Nitrogenous and NPK grades. 

 Urea  

 Imported MOP  

 Zinc Sulphate  

 20:20:0 etc. 

 Brands: 

Coromandel’s products are sold with different brand names they are 

 Gromor 

 Chamatkar 

 Bosan 

 Carrot 

 Godavari (DAP) 

 Flagship brands of Coromandel are Gromor and  Godavari (DAP) 

Market Share 

During the year under review the company has recorded highest sales of 

manufactured products of 11.28 lakh tonnes, registering a growth of 10.5% in volume over 

the previous year. The market share of Godavari DAP was 9% on all India basis and 73% in 

Andhra Pradesh. Widening of the market network by appointment of retail dealers continued 

during this year also. During the year, the company has increased sale of traded products like 

water-soluble fertilizers, micronutrients and G-sulphur. 
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Customers: 

The Coromandel products are mainly agriculture used products so that main 

customers of Coromandel are farmers. Most of the farmers in Andhra Pradesh are its 

customers. It has achieved high level of customer satisfaction. Customer relation has become 

more focused and meaningful. Value added services are being planned and delivered to the 

customers 

 Promotional Strategies: 

 Market development activities  

 Crop demonstrations 

 Squad program, Farmer seminar,  

 Agricultural officers program 

 Agricultural exhibitions,  

 Dealer  meetings,  

 Sponsored programs, 

 Field asst programs;  

 Rural girl child education programs; District level farmer conventions,  

Competitors 

Some of the major competitors of Coromandel are: 

 National fertilizers limited (NFL) 

 Paradeep phosphates limited 

 Gujarat state fertilizers chemicals limited 

 The Fertilizer Corporation Of India Limited (FCIL) 

 Hindustan Fertilizer Corporation Limited (HFC) 

 Indian Farmers Fertilizer Cooperative Limited (IFFCO) 

                 Over the years, Coromandel has received a number of awards and recognitions 
including the British Council ‘Five Star’ rating for safety management systems and being 

adjudged one of the ‘ten greenest companies in India’ by a joint survey of TERI and Business 
today magazine. 
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Theoretical Framework 

Introduction of Cash Flow Statement 

 The Statement of Cash Flows report has always been an important financial report, 

but has been called different names over the years. It was the "Statement of Changes in 

Financial Position,""Statement of Sources and Applications of Funds," and "Changes in 

Working Capital." 

The approach to the Statement of Cash Flows is simple: Report the activities that add 

to resources of the company and those that subtract from the company's resources. Then, 

separate cash flow transactions into three buckets: operations, investments, and acquisition or 

retirement of debt (financing).  

In order to understand why the Statement of Cash Flows is important, we need to 

define the term "working capital" as the difference between current assets and current 

liabilities. Businesses operate on a cycle designed to generate more working capital in order 

to grow. For example, cash is used to purchase inventory, inventory is sold at a profit, and 

thus generates more working capital that could be used for more inventory.  

Meaning and Definition of Cash Flow Statement 

The meaning of the Cash flow statement of an enterprise or entity is such that it is 

the additional statement prepare in addition to the basic documents i.e., Balance-sheet and 

profit& loss Account prepared so as to give a clear view of the flow of cash in to the main 

activities of the entity classifying in to operational, investment and financing. 

Operational activities are those activities which are mainly engaged by the entity 

by which the net results is ascertained by preparing the operating statement such as 

profit& loss Account or Income & Expenditure account. 

Investment activities are those activities which are undertaken by the entity for 

long range expansion plans and which are properly reflected in the balance-sheet. 

Financing activities are those by which the entity raises long term as well as short 

term debts are raise by the company either from banks, financial institutions or by the 

promoters to meet the requirements of the entity.The most important thing to be4 noted 

that all these activities are to be considered aw composite and collectively form part of the 

cash flow statement. 
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A cash flow statement can thus be defined as “The composite statement of the 

entity for as defined period which clearly highlights how the cash is being generated from 

different activitie4s of the entity and how it is further being disposed or dispensed with”.  

Objectives of the Cash Flow Statement: 

 The objective of the cash flow statement is to provide to the users of the financial 

statements to provide information about the cash flows of an enterprise with a basis 

to assess the ability of the enterprise to generate cash and cash equivalents and the 

needs of the enterprise to utilize those cash flows. 

 The economic decisions that are taken by users require an evaluation of the ability 

of an enterprise to generate cash and cash equivalents and the timing and certainty 

of their generation. 

 The cash flow statement gives the required information about the historical changes 

in cash and cash equivalents of an enterprise by means of a cash flow statement 

which classifies cash flows of the entity during the period from operating investing 

and financing activities. 

Types of Cashflow Statement: 

 Cash flows are classified as operating, investing, or financing activities on the 

statement of cash flows, depending on the nature of the transaction. Each of these three 

classifications is defined as follows. 

1. Operating activities: include cash activities related to net income. For example, cash 

generated from the sale of goods (revenue) and cash paid for merchandise (expense) 

are operating activities because revenues and expenses are included in net income. 

2. Investing activities: include cash activities related to noncurrent assets. Noncurrent 

assets include long-term investments; property, plant, and equipment; and the 

principal amount of loans made to other entities. For example, cash generated from 

the sale of land and cash paid for an investment in another company are included in 

this category. (Note that interest received from loans is included in operating 

activities.) 

3. Financing activities:include cash activities related to noncurrent liabilities and 

owners’ equity. Noncurrent liabilities and owners’ equity items include the principal 
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amount of long-term debt, stock sales and repurchases, and dividend payments. (Note 

that interest paid on long-term debt is included in operating activities.) 

Present Usage of the Cash Flow Statements 

Though there is a much prominence and importance to the cash flow statement 

from the financial statements they are not being prepared by the management and placed 

as a part of the published accounts.  The main reason for that is it is not a mandatory 

document as prescribed by the Companies act 1956 as other basic documents. 

However there are many companies which voluntarily gives the cash flow 

statement in addition to the basic financial statements i.e., Balance sheet and Profit &loss 

Account. The disclosure of cash flow statement will add meaning information to the basic 

documents. It is useful not only to the management but also to other stake holders such as 

investors, lenders and so on. However the preparation of the cash flow stat is mandatory to 

the listed companies as well as those whose turnover is more than Rs. 50 crores for a 

financial year. 

Importance of Cash Flow Statement 

 The fundamental financial statements i.e, Balance-sheet and Profit& loss accounts 

prepared by any entity gives and reveal the state of affairs of an entity on a 

particular date and the performance of the entity for a particular period i.e for a 

financial year. 

 However there may be different events and transactions which will not be cleared by 

the profit & loss account but only knows through the preparation of other statements 

such as cash flow statement and fund flow statement. 

 Thus cash flow statement of an entity will give a clear picture on how the cash has 

been generated by the company and how it has been disposed. 

 Thus cash flow statement prepared by the company will give a clear picture to the 

users of the financial statements with a basis to assess the ability of the enterprise to 

generate cash and equivalents and the needs of the enterprise to utilize those cash 

flows. 

 The economic decisions that are taken by users require and evaluation of the ability 

of an enterprise to generate cash and cash equivalents and the timing and certainty 

of their generation. 
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Limitations of the Cash Flow Statements: 

The cash flow statement though very useful to the parties interested has certain 

inherent limitations which are as follows. 

1) The cash flow statement is not a substitute for the Basic Financial Statements and it is 

only a supplementary to those statements which gives additional information. 

2) It is not an original statement but simply an arrangement of the data given in the financial 

statements. 

3) The cash flow statement is also a historic statement as the other basic financial statement 

and it will not give any information relating to the future operations of the company. 

Cash Flow Statement Sources of Funds 

1) Funds From Operations: 

This is nothing but the net profit that is shown arrived in the profit &loss account 

for the year. Generally it is considered as the excess of Income over expenditure that were 

charged during the financial year. This will be taken as the starting point for the 

preparation of the cash flow statement in the indirect method. 

2) Non Cash Expenditure: 

This expenditure represents those items which were debited to the profit &loss 

account but there involves no cash out flows on account of nature of such expenditure. 

Examples of such expenditure are preliminary expenses written off, Depreciation and 

Writing of the deferred revenue expenditure. The effect of these expenditure is such that 

these will be positive effect on the cash flows as they will be added to the funds from 

operations. 

3) Increase Of Share Capital: 

These represent inflow of cash by issuing new shares of different forms such as 

1) Equity share capital. 

2) Preference share capital and so on 

4) Issue Of Debentures: 

These represent inflow of cash by issuing new Debentures of different forms such as 

1) Convertible Debentures. 

2) Non convertible Debentures and so on 
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5) Long Term Loans: 

Long term loans taken either from Banks or financial institutions will be the source 

of cash and will be increasing the cash flows. The subsequent utilization of the term loans 

for the purpose of acquisition of fixed assets will be the application of funds which will be 

shown as outflow of funds. 

6) Sale of Fixed Assets: 

Like the acquisition of fixed assets it is also common to dispose or sale of fixed 

assets in the ordinary course of business. The sale may be either over and above the book 

value of the asset or sometimes it will be less than the book value. Whatever   the situation 

may be the sale proceeds of the fixed assets has to be shown as inflow of cash adjusting 

either loss or profit to the profit &loss account. Sometimes an asset may be exchanged for 

another asset in such a case only the bet amount may result inflow of cash and the same 

only will be shown in the cash flow statement as cash inflow. Assets acquired by issuing 

shares of the company will not involve any cash flows and need not be shown in the cash 

flow statement. 

7) Dividends Received: 

This amount represents dividend income received by the company on the 

investments made in the earlier years. It has to be accounted on receipt basis and it will 

find place in the cash flow statement only when it has been received. 

8) Decrease In Current Assets: 

Current assets are those which are held by the entity as matter and in the course of 

regular activities of the entity and are short term in nature. They are 

1) Inventories 

2) Debtors 

3) Loans &Advances etc. 

If the net effect of all these items between two balance-sheets is a decrease it is 

nothing but inflow of cash as a portion of the current assets might have disposed for cash 

inflows. However it is also to be noted that if a current asset is exchanged for an another 

current asset the net effect will be the same there will not be any impact in the cash flows 

except for the reason that any loss or profit is disposing the current asset is adjusted 

through the profit &loss account but entire inflows in the cash flow statement. 



28 

The understanding of components of the working capital as well as the changes in 

the working capital will be very useful in understanding the importance and utility of the 

cash flow statement. 

Application of Funds: 

1) Loss From Operations: 

These represents the book loss that appears in the profit &loss account in such a 

case it swill taken as the starting point for preparation of the cash flow statement. It arises 

onlu7 in a situation where the entity has excess of expenditure over income. However it 

should also be noted that loss as shown in the profit &loss account does not mean that the 

entity has no cash inflows. Loss in the profit &loss account was might be due to various 

reasons such as charging of abnormal amount of depreciation or writing off the certain 

portion of fixed assets which was rendered as waste and so on. Hence the cash flow 

statement only will give us the clear picture why the firm could have paid the dividends 

instead of meager amounts of profits. 

2) Non Cash Incomes: 

These represents the amounts that were credited to the profit &loss account which 

arises due to excess provisions written back during the financial year as well as the profit 

that arises due to sale of fixed assets during the financial year. 

3) Redemption of Shares: 

This represents the cash outflows that arise due to redemption of shares either 

Equity shares or Preference shares during the financial year. The arrears of dividend 

which were paid along with the face value also has to be as cash out flow in the cash flow 

statement. 

4) Redemption Of Debentures: 

These represent that amount of cash flows that arises due to Repayment or 

Redemption of debentures during the financial year. 

5) Repayment of Loans: 

These represent the repayment of long term as well as the short term loans that 

were repaid during the financial year taken from Banks and the financial Institutions. 

Loans which repayment period is more than 3 years can be considered as Long term loans 

and the rest are short term loans. 



29 

6) Purchase of Fixed Assets: 

These represent the cash flow that arises dude to purchase of fixed assets of the 

company during the financial year. The net consideration paid on account of acquisition of 

fixed assets only will be considered. Any fixed  assets that were acquired in exchange of 

the other fixed assets to the same value will not have any impact in the cash flow 

statement as one asset will be disposed and the other will be acquired. However if any 

asset was acquired more than the value of the exchanged asset it will have a negative 

impact in the cash flow statement and will be shown in the application of funds. 

7) Dividends Paid: 

These represent the amounts that were paid by the entity during the financial year 

on paid up share capital of the company. 

8) Increase in Current Assets: 

Different items of current assets are as follows 

a) Inventory: 

This is either raw material or stock in trade or work in progress held by the entity 

as on the balance sheet date. If the result of the stock is increase when compared with the 

opening date it will have negative impact on the cash flows and it will decrease the cash 

flows. In other words it can be said as the entity has invested the additional funds on 

inventory. The impact of carrying high amounts of Inventory is such that the entity will 

have huge Income tax liability without any cash resources to pay the tax liability. 

b) Debtors: 

Debtors represent the amounts receivables by the entity on account sale of goods 

or provision of services to the customers. If the net result of the debtors is an increase 

compared with the opening balance sheet it will have negative impact on the cash flow 

statement and it will decrease the cash flows. In other words it can be constructed as the 

entity has effected much of its sale on credit basis instead of receiving cash. The effect 

high amounts of credit sales is such that the firm will be left with no cash reserves instead 

of posting high profits and paying high amounts of Income tax consequently. 

c) Loans &Advances: 

Loans &Advances refers to those items which were advanced by the entity for 

supply of materials or provision of services. This is short term in nature and they carry no 
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interest. If there is any increase in the Loans &Advances it will also have a negative 

impact on the cash flows. 

It is also pertinent to note that all these current assets and current liabilities are part 

of the working capital which is very important from the management financial planning 

point of view. The management considers the changes in working capital in the fund flow 

statement including the cash and cash equivalents in the overall working capital 

management whereas the cash will be4 delinked in the analysis of the cash flow statement. 

For the sake better understanding and simplicity the concept of working capital 

also is being discussed here under as these concepts are very useful for proper assessment 

of movement of fund as well as cash. 

Working capital 

Working capital means the excess of current assets over current liabilities. 

Statement of changes in Working Capital is prepared to show the changes in the working 

capital between the two balance sheet dates. This statement is prepared with the help of 

current assets and liabilities derived with the help of current assets and current liabilities 

derived from the balance sheets as: 

Working Capital = Current Assets – Current Liabilities 

1) An increase in current Assets increase Working Capital 

2) A decrease in Current Assets decrease Working Capital 

3) An increase in Current Liabilities decrease Working Capital 

4) A decrease in Current Liabilities increase Working Capital 

The changes in all current assets and liabilities are merged into one figure only 

either an increase or decrease in working capital over the period for which funds 

statements has been prepared. If the working capital at the end of the period is more than 

the working capital at the beginning thereof, the difference is expressed as ‘Increase in 

working capital’ at the end of the period is less than that at the commencement, the 

difference is called ‘Decrease in working capital’. 

Procedure for knowing whether a transaction results in the cash flow or not 

 Analyze the transaction and find out the two accounts involved. 

 Make the accounting entry of the transaction 
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 Determine whether the accounts involved in the transactions are current or 

non-current 

 If both the accounts involved are non –current i.e., either permanent assets of 

 Permanent liabilities, it still does not result in flow funds. 

 If the accounts involved are such that one is a current account while other is a 

non –current i.e., current assets and permanent liability and fixed assets or 

current liability and permanent liability then it results in flow of funds. 

Cash Flow Statement, Income Statement and Balance Sheet 

Cash Flow statement is not a substitute of an income statement i.e., a Profit and 

Loss Account, and a Balance Sheet. The profit and loss account is a document, which 

indicates the extent of success achieved by a business in earning profits. A balance sheet is 

a statement of financial position or status of business on given date. It is prepared at end 

of accounting period. 

The balance sheet depicts various resources of an understanding and the 

development of the4sde resources in various assets on a particular dated. As it indicates 

the financial condition on a particular dated, it is static in natured: while funds flow 

statement is a dynamic one. Cash Flow Statement tells us many financial facts, which a 

balance sheet cannot tell. Balance sheet does not disclose the cause for change in the 

assets and liabilities between two different points of time. Again, while balance sheet is 

the end result of all accounting operations for a period of time the cash flow statement 

provides additional information as regard the nature and ability of the firm to generate the 

cash from operating, investing and financing activities for that financial year.  If the 

balance sheet is studied along with the cash flow statement it will provide useful and 

meaning information.  It is a tool of management for financial analysis and helps in 

decision making. 

1) It Helps In The Analysis Of Financial Operations: 

The profit &loss account of the firm will reveal the net effect of various 

transactions on the operations of the firm for that financial year. The balance sheet gives a 

static view of the resource of a business and the uses to which these resources have been 

put at a certain point of time. But it does not disclose the causes for changes in the assets 

and liabilities between two different points of time. The cash flow statement explains 
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cause for such changes and also effect of these changes on the liquidity position of the 

company. Sometimes concern may operated profitability and yet its cash position may 

become more and worse.  

The cash flow statement only but not even the fund flow statement will give a 

clear answer to such a situation explaining what has happened to the resources and 

operating profits of the firm. 

2) It Throws Light On May Perplexing Questions Of General Interest: 

 Why were the net current assets lesser in spite of higher profits and vice-versa? 

 Why more dividends could not be declared in spite of available profits 

 How was it possible to distribute more dividends than the present earnings 

 What happened to the proceeds of sales of fixed assets of issue of shares debentures. 

3) It helps in the formation of realistic dividend policy: 

Sometimes a firm has sufficient profits available for distributing as dividend but 

yet it may not be available to distribute dividend for lack of liquid of cash resources. In 

such cases a cash flow statement helps in the information of a realistic dividend policy. 

4) It Helps in The Proper Allocations of Resources: 

The resources of a concern are always limited and it wants to make the best used 

of these resources. A projected cash flow statement constructed for the future helps in 

making managerial decisions. The firm can plan the development of its resources and 

allocate them among various applications. 

5) It Acts As A Future Guide: 

A projected cash flow statement also acts as a guide for future to the management. 

The management can come to know the various problems it is going to face in near future 

for want of funds. The firms future needs of cash can be projected well advance and also 

the timing of these needs. The firm can arrange to finance these needs more effectively 

and avoid future problems. 

6) It Helps in Appraising The Use of Working Capital: 

A cash flow statement helps in explaining how efficiently the management has 

used its working capital and also suggest way to improve working capital position of the 

firm. 
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7) It Helps Knowing The Overall Credit Worthiness Of A Firm: 

The financial institution and banks such as state financial institutions, industrial 

development corporation of India, Industrial Development Bank of India etc., all ask for 

projected cash flow statement prepared for a reasonable number of years before granting 

loans to know the credit worthiness and repayment capacity of the firm. Hence any entity 

approaching the financial institutions and banks for financial assistance has to prepare the 

cash flow statement for better understanding of its repayment capacity. 

Limitations of Cash Flow Statement: 

 The cash flow statement has a number of uses. However it also has certain inherent 

limitations which are listed below. 

1) It should remember that a Cash Flow Statement is not a substitute of the profit &loss 

account and a balance sheet. In fact they will provide as the basis for the preparation of 

the cash flow statement. It provides onlu7 some additional information as regard changes 

in working capital as well as the resources mobilized by the entity as well as the resources 

parted with the entity. 

2) It is not an original statement but simply is arrangement of data given in the financial 

statements. In other words it is only a derivative of the balance sheet and the profit &loss 

Account. 

3) It is essentially historic in nature and projected cash flow statement cannot be prepared 

with much accuracy. 

Use of Cash Flow Statement and Its Significance for Management 

Cash flow statement is a useful device. It is prepared to know about the changes in 

financial position as well as the cash generation ability of the entity out of its various 

activities. It helps not only the management of concern but also may other parties which 

have their interest in kits preparation. The inclusion of a well designed comparative fund 

flow statement in an annual report should become a generally accepted practice. Financial 

statement prepared along with the cash flow statement is useful for the following 

interested parties: 

 Use for Management 

 Use for Economists 

 Use for Banks and Financial Institutions 



34 

 Use for investors 

 Other users 

1) Use for the Management: 

Cash flow statement is of great managerial use. It serves as a handy tool in financial 

planning, preparation of budget. It is through the analysis of this statement that a firm grasp 

the changes in the allocation of resources between the two balance sheets can be had. 

Management of the business concern can easily assess the extent to which working capital 

has effectively been used. The cash flow statement expresses the changes in working capital 

and assesses its impact upon liquidity position of the undertaking. It helps in judging about 

good or bad management. With the help of fund flow analysis many complicated questions, 

some of which are given below, are answered: 

a) Where have profits of the business gone? 

b) Why more dividends could not be paid by business instead of huge profits? 

c) How were fixed assets acquired and financed? 

d) How were debentures redeemed? 

With the help of this statement; the management can plan the intermediate and long 

term financing of the concern, repayment of loans, expansion of business and distribution of 

resources, etc. besides this, near future on account of shortage of funds. So the management 

can make itself fully competent to face these problems for corrective steps effectively. So the 

fund statement is very useful to the management. It serves as guide for future. It helps the 

management in the crucial decisions making process the case of expansion, diversification or 

conservation of more funds for profitable utilization on sound projects in the subsequent 

years. The cash flow statement also serves management in appraising the urgencies of 

operations issues and facilities settlement of priorities in a phased manner. 

2) Use For Economists: 

Which of the point of view of economists, the cash flow statement has much 

importance. In India C.S.O as well as other governmental organizations will make analysis 

of cash flow statement in various sectors, e.g., Banking sector for in-depth analysis of the 

problems faced different industries. 
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3) Use For Banks And For Financial Institutions: 

Bank and other financing institutions have also recognized the importance of cash 

flow statement. This statement helps to know the credit worthiness and repaying capacity 

of the concern. The banks and financial institutions ask the concern to prepare to prepare 

cash flow statements for a number of years. With its help, the banks can know about the 

risk involved in granting credit to the business concerns. In using the funds effectively? 

This can be known from the fund flow statement only. 

4) Use For Investors 

The investors and share holders may easily themselves in possession of the 

information amount managerial policies relating to payment of dividends, earnings capacity, 

and effective use. 

5) Users 

Besides, the above cash flow statement has much importance in many other ways. It helps in 

framing a suitable dividend policy. It also suggests the ways for improving the working 

capital position of the concern. It gives many other useful in formations relation to business 

affairs which are not depicted in balance sheets. Sometimes profit disclosed by profit and loss 

a/c may mislead as it is affected by many non cash charges such as depreciation, written off 

goodwill and preliminary expenses. These do not affect the cash position of the company and 

in such a cases cash flow statement can provide correct amount of generated by the business 

operations. 
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Data Analysis 

& 

Interpretation 

Cash flow statement of year 2014-15 of  Coromandel International Ltd. 

 

Particulars 

 

 For the year 

ended 

2014-15 

 

A) Cash Flow From Operating Activities  

       Net Profit before tax 

       Adjustments for : 

            Depreciation  

            Preliminary Expenses  written off 

            Dividend Received 

            Interest Received 

            Other  

            Other income 

            Fringe benefit tax 

       Operating profit before  working capital changes 

       Adjustments for: 

            Inventory 

            Trade and Other Receivables 

            Other Current Assets 

            S/C Payables  

            Loans &Advances  

            Direct Taxes Paid 

      Cash generated from operations------------ 

B)  Cash Flow From Investing Activities 

      Purchase of Fixed Assets 

      Proceeds from Sale of assets 

      Purchase of  Investments 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

A 

 

 

 

 

RS 

 

13,24,01,449 

 

5,26,75,282 

27,095 

-94,162 

-36,03,648 

-1,552 

1,78,851 

-6,27,811 

18,09,55,504 

 

-1,24,92,998 

55,53,528 

-2,50,43,663 

3,17,26,892 

0 

(3,29,86,706) 

14,77,12,557 

 

-12,26,09,487 

32,05,990 

0 
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      Dividend/ Commission Received 

 

      Net Cash used for Investing Activities       --------- 

 

C)  Cash Flow From Financing Activities 

      Borrowings from Banks and Others 

      Share Capital Received 

      Interest Received 

 

      Net cash Flow from Financing  Activities     ---- 

 

Net Surplus/(Deficit)                   ------------ 

      Opening Cash and Cash Equivalents as on  01-04-2014 

      Closing Cash and cash Equivalents as on 31-03-2015 

 

 

 

 

B 

 

 

 

 

 

 

C 

 

A+B+C 

 

 

 

 

 

 

 

 

94,162 

 

(11,93,09,335) 

 

 

-4,66,99,760 

-10,573 

36,03,648 

 

-4,31,06,685 

 

1,47,03,463 

14,42,73,003 

 

12,95,69,540 

 

 

 

 

 

Intrepretation: 

 During the year 2014-15 the operating profit is Rs 18,09,55,504. the cash 

generated from operations are Rs 14,77,12,557.because the inventory  increases. 

 The total investing activities are Rs(11,93,09,335).It shows a negative balance 

because the purchase of fixed assets are more. 

 The total financing activities are Rs(4,31,06,685). It shows the negative balance 

because the borrowings from banks and others are more 

Cash flow statement of year 2015-16 of  Coromandel International Ltd 

 

Particulars 

 For the year 

ended 
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 2015-16 

 

A) Cash Flow From Operating Activities  

       Net Profit before tax 

       Adjustments for : 

            Depreciation  

            Preliminary Expenses  written off 

            Dividend Received 

            Interest Received 

            Other  

            Other income 

            Fringe benefit tax 

       Operating profit before  working capital changes 

       Adjustments for: 

            Inventory 

            Trade and Other Receivables 

            Other Current Assets 

            S/C Payables  

            Loans &Advances  

            Direct Taxes Paid 

      Cash generated from operations------------ 

B)  Cash Flow From Investing Activities 

      Purchase of Fixed Assets 

      Proceeds from Sale of assets 

      Purchase of  Investments 

      Dividend/ Commission Received 

 

      Net Cash used for Investing Activities       --------- 

 

C)  Cash Flow From Financing Activities 

      Borrowings from Banks and Others 

      Share Capital Received 

      Interest Received 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

A 

 

 

 

 

 

 

B 

  

 

 

 

 

 

RS 

 

19,14,72,483 

 

753,80,244 

4,075 

-1,66,389 

-49,26,940 

-20,83,631 

0 

-6,51,935 

25,90,27,907 

 

-3,77,63,344 

16,08,913 

-21,40,498 

1,39,80,720 

-2,29,11,047 

(5,60,83,597) 

15,57,19,054 

 

-24,51,66,663 

1,04,47,904 

-4,00,000 

1,66,389 

 

(23,49,52,370) 

 

 

11,11,84,224 

0 

49,26,940 

 



39 

      Net cash Flow from Financing  Activities     ---- 

 

 Net Surplus/(Deficit)                   ------------ 

      Opening cash and cash equivalents as on 01-04-2015 

      Closing Cash and cash Equivalents as on 31-03-2016 

 

 

C 

 

 

A+B+C 

 

 

 

11,61,11,164 

 

3,68,77,848 

12,95,69,540 

 

16,64,47,388 

 

Interpretation: 

 During the year 2015-16 of the operating profit is Rs 25,90,27,907.The cash 

generated from operations are Rs 15,57,19,054.because the inventory increases 

and direct taxes paid  also increases. 

 The total amount of investing activities are Rs(23,49,52,370). It shows the 

negative balance because the investment on purchase of assets has increased. 

 The cash flow from financing activities are Rs 11, 61,11,164. It shows the positive 

balance because the borrowings from banks and others decrease. 

 

 

 

 

 

 

Cash flow statement year of 2016-17 of  Coromandel International Ltd. 

 

Particulars 

 For the year 

Ended 

2016-17 

 

A) Cash Flow From Operating Activities  

       Net Profit before tax 

 

 

 

RS 

 

25,09,89,658 
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       Adjustments for : 

            Depreciation  

            Preliminary Expenses  written off 

            Dividend Received 

            Interest Received 

            Early year tax 

            Fringe benefit tax 

       Operating profit before  working capital changes 

       Adjustments for: 

            Inventory 

            Trade and Other Receivables 

            Other Current Assets 

            S/C Payables  

            Loans &Advances  

            Direct Taxes Paid 

      Cash generated from operations------------ 

 

B)  Cash Flow From Investing Activities 

      Purchase of Fixed Assets 

      Proceeds from Sale of assets 

      Purchase of  Investments 

      Dividend/ Commission Received 

 

      Net Cash used for Investing Activities       --------- 

 

C)  Cash Flow From Financing Activities 

      Borrowings from Banks and Others 

      Interest Received 

 

      Net cash Flow from Financing  Activities     ---- 

 

Net Surplus/(Deficit)                   ------------ 

      Opening cash and cash equivalents as on 01-04-2016 

      Closing Cash and cash Equivalents as on 31-03-2017 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

A 

 

 

 

 

 

 

 

B 

 

 

 

 

 

 

C 

 

 

A+B+C 

 

10,76,37,511 

4,075 

-3,98,241 

-63,16,649 

-4,051 

0 

35,19,12,303 

 

-32,13,24,199 

-29,72,995 

-13,12,951 

7,47,61,168 

-22,99,21,599 

(8,67,99,320) 

(21,56,57,593 

 

 

-39,92,39,190 

0 

0 

3,98,241 

 

(39,88,40,949) 

 

 

 

67,78,23,768 

63,16,649 

 

68,41,40,417 

 

6,96,41,875 

16,64,47,388 
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23,60,89,263 

 

 

Interpretation: 

 During the year 2016-17 the operating profit is Rs 35,19,12,303 but, the net cash 

generated from operations are Rs (21,56,57,593).It shows the negative balance as 

inventory increases. 

 The net cash used for investing activities are RS (39,88,40,949).It shows the 

negative balance because the investment on purchase of fixed assets are high.  

 The total amount of financing activities are RS 68,41,40,417 as the borrowings 

have increased at large. 

 

 

 

 

 

 

Cash flow statement of year 2017-18 of Coromandel International Ltd. 

 

 

Particulars 

 

 

For the year 

Ended 2017-18 

 

A) Cash Flow From Operating Activities  

       Net Profit before tax 

       Adjustments for : 

            Depreciation  

            Preliminary Expenses   

            Dividend Received 

 

 

 

 

 

 

 

RS 

 

353,721,964 

 

19,19,14,302 

-3,86,897 

-6,140 
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Dividend Paid  

            Interest Received 

            Early year  tax 

 

       Operating profit before  working capital changes 

       Adjustments for: 

            Inventory 

            Trade and Other Receivables 

            Other Current Assets 

            S/C Payables  

            Loans &Advances  

            Direct Taxes Paid 

      Cash generated from operations------------ 

B)  Cash Flow From Investing Activities 

      Purchase of Fixed Assets 

      Proceeds from Sale of Fixed Assets 

      Purchase of  Investments 

      Dividend/ Commission Received 

      Share Capital Increase  

  Net Cash used for Investing Activities       --------- 

 

C)  Cash Flow From Financing Activities 

      Borrowings from Banks and Others 

      Interest Received 

 

      Net cash Flow from Financing  Activities     ---- 

 

      NET SURPLUS/(DEFICIT)                   ------------ 

 

Opening cash and cash equivalents as on  01-04-2015 

 Closing Cash and cash Equivalents as on 31-03-2016 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

A 

 

 

 

 

 

 

B 

 

 

 

 

 

C 

 

 

A+B+C 

 

-7,50,000 

-1,25,57,191 

84,192 

 

53,20,20,230 

 

-8,94,19,884 

-1,38,34,246 

-26,44,283 

9,61,26,471 

-6,52,58,119 

(9,29,74,461) 

36,40,15,708 

 

-48,02,18,052 

51,32,909 

0 

6,140 

54,22,02,004 

6,71,23,001 

 

 

-32,94,59,886 

1,25,57,191 

 

-31,69,02,695 

 

11,42,36,014 

 

23,60,89,263 

 

35,03,25,277 
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Interpretation: 

 During the year 2017-18 the operating profit before working capital changes are Rs 

53,20,20,230. The cash generated from operations slightly decreased. The value of 

inventory, direct taxes paid and loans and advances also increases. 

 The total amount of investing activities are Rs 6,71,23,001. Even though the purchase of 

fixed assets are more it is covered with the funds raised through issue of shares. 

 The total amount of financing activities are Rs (31,69,02,695). It shows the negative 

balance because the amount of borrowings from banks and others are more. 

 

 

 

 

 

 

   Cash flow statement for the year 2018-19 Coromandel International Ltd 

 

Particulars 

 

 For the year 

ended 

2018-19 

 

A) Cash Flow From Operating Activities  

       Net Profit before tax 

       Adjustments for : 

            Depreciation  

            Dividend Income 

            Dividend paid 

            Interest  

            Differed tax asset 

            Dividend  tax 

       Operating profit before  working capital changes 

 

 

 

 

 

 

 

 

 

 

 

RS 

 

38,18,68,269 

 

21,49,23,364 

(6,754) 

(7,50,000) 

(1,55,15,962) 

1,07,579 

(1,24,566) 

58,05,01,930 
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       Adjustments for: 

            Inventory 

            Trade and Other Receivables 

            Other Current Assets 

            S/C Payables  

            Loans &Advances  

            Other current liabilities  

      Cash generated from operations------------ 

B)  Cash Flow From Investing Activities 

      Purchase of  Assets 

      Sale of assets 

      Dividend income  

      Share capital/premium increase 

 

      Net Cash used for Investing Activities       --------- 

 

C)  Cash Flow From Financing Activities 

      Long term Borrowings  

      Interest Received 

      Noncurrent assets  

      Other long term liabilities 

 

      Net cash Flow from Financing  Activities     ---- 

 

Net Surplus/(Deficit)                   ------------ 

      Opening cash and cash equivalents as on 01-04-2016 

      Closing Cash and cash Equivalents as on 31-03-2017 

 

 

 

 

 

 

 

 

 

A 

 

 

 

 

 

 

B 

 

  

 

 

 

 

 

C 

 

 

A+B+C 

 

(29,42,06,061) 

(12,12,90,509) 

4,69,082 

18,37,61,918 

(1,33,29,768) 

23,11,17,652 

56,70,24,844 

 

(61,03,15,269) 

44,57,462 

6,754 

- 

 

(60,58,51,053) 

 

                 98,29,149 

1,55,15,962 

5,27,45,211 

2,44,58,081 

 

10,25,48,403 

 

6,37,22,194 

35,17,11,188 

 

41,54,33,382 

 

Interpretation: 
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 During the year 2018-19 the operating profit before working capital changes are Rs 

58,05,01,930. Finally the cash generated from operations slightly decreased the value of 

Rs 56,70,24,844. Among all the years the net profit is very high in this year. 

 The total amount of investing activities of Coromandel International Ltd during the year 

is Rs (60,58,51,053). It shows the high negative balance when compared with the 

previous years because the investment on purchase of assets are very high. 

 The total amount of financing activities are Rs 10,25,48,403. 

 

 

 

 

 

 

Operating profits: 

Years Operating Profits 

2014-15 180955504 

2015-16 259027907 

2016-17 351912303 

2017-18 532020230 

2018-19 580501930 
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Interpretation:  

The above diagram the investing activates are increasing year to year in a good 

manner, from 2014-2015 to 2015-2016 the increasing ratio seems to be constantly where as 

2016-2017 to 2017-2018 the ratio of increasing is more than the previous years , however it 

shows a constant development of the firm. 

 

InvestingActivities 

Years Investing Activities 

2014-15 119309335 

2015-16 234952370 

2016-17 398840949 

2017-18 67123001 

2018-19 605851053 

180955504

259027907

351912303

532020230

580501930

0

100000000

200000000

300000000

400000000

500000000

600000000

700000000

2014-15 2015-16 2016-17 2017-18 2018-19

Operating Profits
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. 

Interpretaton:  

The above diagram is showing the investing activates for the last 5years. It shows 

how the company invests money in various activities, we can observe the above graph we 

can understand that from the year 2014-2015 to 2016-2017 onwards the ratio of investing 

money is increasing in a constant but whereas 2017-2018 the company controlled their 

investing activities to Rs 6,71,23,001 but the following year which shows high investment 

than previous year. 

FinancingActivities 

Years Financing Activities 

2014-15 43106685 

2015-16 11611164 

2016-17 684140417 

2017-18 316902695 

2018-19 102548403 

119309335

234952370

398840949

67123001

605851053

0

100000000

200000000

300000000

400000000

500000000

600000000

700000000

2014-15 2015-16 2016-17 2017-18 2018-19

Investing Activities
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. 

 

Interpretaton: 

The above financing activities of the company shows that how they have been doing 

the financial activities, the year 2014-2015 to 2015-2016 and to 2016-2017 the financial 

activities of the company is growing to growth but then the company controlled their 

activities in a decreasing manner we can see it in the diagram. 

Cash flow statement for the year ending from 2014-2015 to 2018-2019 

Particulars  for the year 

ending 

2014-2015 

for the year 

ending 

2015-2016 

for the year 

ending 

2016-2017 

for the year 

ending 2017-

2018 

for the year 

ending 

2018-2019 

A) CASH FLOW 

FROM 

OPERATING 

ACTIVITIES       

Net Profit before 

tax 13,24,01,449 19,14,72,483 25,09,89,658 35,37,21,964 38,18,68,269 

Adjustments for :      

43106685
11611164

684140417

316902695

102548403

0

100000000

200000000

300000000

400000000

500000000

600000000

700000000

800000000

2014-15 2015-16 2016-17 2017-18 2018-19

Financing Activities
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Depreciation 5,26,75,282 7,53,80,244 10,76,37,511 19,19,14,302 21,49,23,364 

Preliminary 

Expenses  written 

off 27,095 4,075 4,075 -3,86,897 0 

Dividend paid 0 0 0 -7,50,000 -7,50,000 

Dividend 

Received -94,162 -1,66,389 -3,98,241 -6,140 -614 

Early year tax 0 -20,83,631 -4,051 84,192 0 

Differed tax asset 0 0 0 0 1,07,579 

Dividend tax 0 0 0 0 -1,24,566 

Interest Received -36,03,648 -49,26,940 -63,16,649 0 -1,55,15,962 

Other -1,552 -20,83,631 0 0 0 

Other income 1,78,851 0 0 0 0 

Fringe benefit tax -6,27,811 -6,51,935 0 0 0 

Operating profit 

before  working 

capital changes 18,09,55,504 25,90,27,907 35,19,12,303 53,20,20,230 58,05,01,930 

Adjustments for:      

Inventory -1,24,92,998 -3,77,63,344 -32,13,24,199 -8,94,19,884 -29,42,06,061 

Trade and Other 

Receivables 55,53,528 16,08,913 -29,72,995 -1,38,34,246 -12,12,90,509 

Other Current    

Assets -2,50,43,663 -21,40,498 -13,12,951 -26,44,283 4,69,082 

S/C Payables 3,17,26,892 1,39,80,720 7,47,61,168 9,61,26,471 18,37,61,918 

Other current 

liabilities 0 0 0 0 23,11,17,652 

Loans &Advances 0 -2,29,11,047 -22,99,21,599 -6,52,58,119 -1,33,29,768 

Direct Taxes Paid 3,29,86,706 5,60,83,597 8,67,99,320 -9,29,74,461 0 

      Cash 

generated from 

operations 14,77,12,557 15,57,19,054 (21,56,57,593) 36,40,15,708 56,70,24,844 

B)CASH FLOW 

FROM      
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INVESTING 

ACTIVITIES 

Purchase of Fixed 

Assets -12,26,09,487 -24,51,66,663 -39,92,39,190 

-

48,02,18,052 -61,03,15,269 

Proceeds from 

Sale of fixed 

assets 32,05,990 1,04,47,904 0 51,32,909 44,57,462 

Purchase of  

Investments 0 -4,00,000 0 0 0 

Share capital 

increased 0 0 0 54,22,02,004 0 

Dividend/ 

Commission 

Received 94,162 1,66,389 3,98,241 6,140 6,754 

      Net Cash used 

for Investing 

Activities   (11,93,09,335) (23,49,52,370) (39,88,40,949) 6,71,23,001 (60,58,51,053) 

       

C)  CASH FLOW 

FROM 

FINANCING 

ACTIVITIES      

Borrowings from 

Banks and  Others -4,66,99,760 11,11,84,224 67,78,23,768 

-

32,94,59,886 98,29,149 

Share capital 

received -10,573 0 0 0 0 

Noncurrent assets 0 0 0 0 5,27,45,211 

Long term 

liabilities 0 0 0 0 24,45,58,081 

Interest Received 36,03,648 49,26,940 63,16,649 1,25,57,191 1,55,15,962 

Net cash Flow 

from Financing  

Activities -4,31,06,685 11,61,11,164 68,41,40,417 

-

31,69,02,695 10,25,48,403 
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NET SURPLUS / 

(DEFICIT) -1,47,03,463 3,68,77,848 6,96,41,875 11,42,36,014 6,37,22,194 

Opening Cash 

and Cash 

Equivalents 14,42,73,003 12,95,69,540 16,64,47,388 26,60,89,263 35,17,11,188 

Closing Cash and 

cash Equivalents 12,95,69,540 16,64,47,388 23,60,89,263 35,03,25,277 41,54,33,382 
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  Findings: 

 It is observed that the opening activities of cash flow are satisfactory throughout the 

study period. In the year 2014-2015, 2015-2016 the operating activities of cash 

flows has positive but the final year i.e.2018-2019 it is positive balance of Rs 

58,05,01,930. 

 It is found that investing activities of cash flow of Coromandel International Ltd is 

negative the study period. Because of increasing the purchase of fixed assets. 

 It is observed that the financing activities of cash flows of Coromandel International 

Ltd are fluctuated because of increased loans from banks & institutions. 

 The study reveals Net profit of Coromandel International Ltd  throughout the study 

period is satisfactory during the year 2018-2019 net profit is very high i.e. 

Rs53,20,20,230. 

 The study reveals operating profits of Coromandel International Ltd throughout the 

study period is satisfactory, during the year 2018-2019 net profit is very high i.e. 

Rs58,05,01,930 but the profit increasing ratio is decreased. 

 It is observed that financial activities of Coromandel International Ltd during the year 

2015-2016 is very high, compare with before and after years 2014-2015, 2015-2016 

because of borrowings & loans from banks. 
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Suggestions: 

 It is recommended by using various cost control measures the company has to 

reduce cost of production. 

 The operating efficiency should be increased and this can be done in two ways. 

First “Coromandel International Ltd” has to concentrate on increasing sales and 

secondly it has to try and eliminate wastage in manufacturing the products. By 

improving in the two areas it can improve its efficiency. 

 Coromandel International Ltd have to reduce the current liabilities to improve their 

business. 

 Company should utilized the reserves in proper way, so ultimately to reduce the 

current liabilities. 

 The Company has to take proper measures to recollect bad debts. 

 To utilize the existing plant effectively the company can increase the production as 

well as turnovers. 

 It is suggested the company liquidity position is good, the same pattern to be 

continued in the future. 
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Conclusion: 

   The company has been raising the deposits from inception, it gives the other income 

i.e. interest on deposits. Increasing the fixed assets is very important because of the profits 

point of view the company has to increase the fixed assets, the company under the study of 

Coromandel International Ltd the cash flow basis during study period 2014-2019 has been 

used effectively in purchasing of assets therefore the financial position of the company was 

in good conditions. The company is utilizing money from banks and following the norms of 

the company to manage the all activities and result is to have constant profits 

 

 

 

 

 



55 

Bibliography 

References: 

 I.M. Pandey, financial management, Vikas publication house, 2003. 
 M.Y. Khan and P.K Jain, financial management: text and problems, Tata mc graw hill 

publishing co, 2003. 

 S.N. Maheswari, financial management, vikas publishers, New Delhi, 2003. 

 V.K.Bhalla, financial management and policy, anmol publications pvt Ltd  Delhi. 

 

Websites: 

 www.coromandel.org, Date and time of access:29/01/2020,6:30p.m. 
 www.murugappa.com, Date and time of access:09/02/2020,10;30a.m. 

 www.scribd.com, Date and time of access:11/02/2020,05:30p.m 

 www.indianmirrors.com,Date and time of access:15/02/2020,01:30p.m. 
 

 

 

 

 

 

 

 

 

 

 

 

 

Appendix 

http://www.viswatejamills.com/
http://www.scribd.com/


56 

Balance Sheet of Coromandel International Ltdas On 31-3-2015 

 PARTICULAR Amount 

EQUITY AND LIABILITY: 

Share capital 

Reserves and surplus 

Secured loans 

NON-CURRENT ASSESTS  

Deferred tax  

CURRENT LIABILITTY 

Sundry creditors 

Other liability 

 interest accrued but due 

unclaimed dividend 

provisions  

unsecured loans 

Total 

ASSETS: 

NON-CURRENT ASSETS 

Fixed assets 

Investments                                                                                

CURRENT ASSESTS 

Inventory 

Sundry debtors 

Cash balance  

Interest accrued 

Bank balance 

Loans and advances 

Deposits 

                                                                       Total  

 

7900000 

56307470 

60876041 

 

4320 

 

13540173 

741894 

2225257 

7650 

2224 

32241854 

173846883 

 

 

57196902 

6121606 

 

69737359 

35010412 

75930 

65717 

18224 

1953275 

3667458                 

173846883 

Profit and Loss Statement of Coromandel International Ltdfor the year ending 31-3-
2015 
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PARTICULARS  Amount 

INCOMES: 

Sales 

Other incomes  

 Increase /decrease in stock 

Total incomes  

 

EXPENDITURE: 

Raw materials& packing  material consumed 

Processing and operating expenses 

Salaries , wages& other payments to staff 

Administrative and marketing expenses 

Interest and financial charges  

Depreciation 

Expenditure total 

 

PROFIT BEFORE TAX: 

Less: provision for tax 

Fringe benefit tax 

PROFIT AFTER TAX: 

Add: differed tax 

Add: previous year items 

Less: income tax for  previous years 

 

Add: balance brought forward  

 

 

 

423742302 

3954779 

504947 

428202028 

 

 

1023506571 

93831927 

13783556 

66013137 

10242362 

20711271 

1656290852 

 

16771683 

4341000 

         0 

12430683 

 649804 

142680 

           0 

13223167 

36005826 

BALANCE CARRIED FORWARD TO BALANCE SHEET 49228993 

 
Balance Sheet of Coromandel International Ltdas On 31-3-2016 
                          PARTICULARS Amount 
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EQUITY AND LIABILITY 

Share capital 

Reserves and surplus 

Secured loans 

NON-CURRENT ASSESTS  

Deferred tax 

CURRENT LIABILITTY 

Sundry creditors 

Other liability 

 interest accrued but due 

unclaimed dividend 

provisions 

unsecured loans 

                                                                Total 

ASSETS 

NON-CURRENT ASSETS 

Fixed assets 

Investments                                                                                

CURRENT ASSESTS 

Inventory 

Sundry debtors 

Cash balance  

Interest accrued 

Bank balance 

Loans and advances 

Deposits 

Total  

 

7900000 

56307470 

60876041 

 

4320 

 

13540173 

741894 

2225257 

7650 

2224 

32241854 

173846883 

 

 

57196902 

6121606 

 

69737359 

35010412 

75930 

65717 

18224 

1953275 

3667458                 

173846883 

 
Profit and Loss Statement of Coromandel International Ltdfor the year ending 31-3-
2016 



59 

                            PARTICULARS Amount 

INCOMES: 

Sales 

Other incomes  

 Increase /decrease in stock 

Total incomes  

 

EXPENDITURE: 

Raw materials& packing  material consumed 

Processing and operating expenses 

Salaries , wages& other payments to staff 

Administrative and marketing expenses 

Interest and financial charges  

Depreciation 

Expenditure total 

 

PROFIT BEFORE TAX: 

Less: provision for tax 

Fringe benefit tax 

PROFIT AFTER TAX: 

Add: differed tax 

Add: previous year items 

Less: income tax for  previous years 

 

Add: balance brought forward  

 

 

518467430 

11201221 

-24980001 

504688650 

 

 

1794218532 

155197289 

26868972 

136080239 

18507324 

39089995 

2169962351 

 

36478151 

8446493 

467313 

27564348 

1488949 

0 

461694 

28591603 

48579189 

BALNACE CARRIED FORWARD TO BALANCE SHEET 77170792 

 
 
Balance Sheet of Coromandel International Ltdas On 31-3-2017 

                                 PARTICULARS  Amount 
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EQUITY AND LIABILITY: 
Share capital 
Reserves and surplus 
Secured loans 
NON-CURRENT LIABILITY: 
Deferred tax 
CURRENT LIABILITIES: 
Sundry creditors 
Other liabilities 
Interest accrued but not due 
Unclaimed dividend 
Provisions 
Unsecured loans 
Total 
ASSETS: 
NON CURRENT ASSETS: 
Fixed asset 
Investments 
CURRENT ASSETS: 
Inventory 
Sundry debtors 
Interest accrued 
Cash balance 
 bank balance 
Loans and advance 
Deposits 
 
                                                             Total 

 
7900000 
68223241 
78558221 
 
1488949 
 
10979735 
2297589 
1241888 
25906 
8250 
30754008 
199180198 
 
 
65445118 
45086655 
 
69675444 
11353719 
66662 
27983 
75591 
3459568 
3989458 
 
199180198 

 
Profit and Loss Statement of Coromandel International Ltdfor the year ending 31-3-
2017 
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                           PARTICULARS Amount 

INCOMES: 
Sales 
Other incomes  
 Increase /decrease in stock 
Total incomes  
 
EXPENDITURE: 
Raw materials& packing  material consumed 
Processing and operating expenses 
Salaries , wages& other payments to staff 
Administrative and marketing expenses 
Interest and financial charges  
Depreciation 
Expenditure total 
 
PROFIT BEFORE TAX: 
Less: provision for tax 
Fringe benefit tax 
PROFIT AFTER TAX: 
Add: differed tax 
Add: previous year items 
Less: income tax for  previous years 
 
Add: balance brought forward  
 

 
546350198 

8279965 
12664933 
567295096 

 
 

2338261619 
213408096 
29470626 
167759794 
23599654 
40369063 

2812868852 
 

60810356 
13974988 
547908 

46467460 
2261614 

0 
1022019 

47707055 
75681843 

 
 

BALANCE CARRIED FORWARD TO BALANCE SHEET 123388898 

 
 

 

 

 

Balance Sheet of Coromandel International Ltdas On 31-3-2018 
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PARTICULARS Amount 

EQUITY AND LIABILITY: 
Share capital 
Reserves and surplus 
Secured loans 
NON-CURRENT LIABILITY: 
Deferred tax 
CURRENT LIABILITIES: 
Sundry creditors 
Other liabilities 
Interest accrued but not due 
Unclaimed dividend 
Provisions 
Unsecured loans 
Total 
ASSETS: 
NON CURRENT ASSETS: 
Fixed asset 
Investments 
CURRENT ASSETS: 
Inventory 
Sundry debtors 
Interest accrued 
Cash balance 
 bank balance 
Loans and advance 
Deposits 
 
Total 

 
7900000 
76877359 
56481947 

 
2261614 

 
13540173 
741894 

2225257 
7650 
2224 

32241854 
192241854 

 
 

65220427 
16531170 

 
69737359 
35010412 

65717 
75930 
18224 

1953275 
3667458 

 
192279972 

 
 

 

 

 

 

Profit and Loss Statement of Coromandel International Ltdfor the year ending 31-3-
2018 
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                          PARTICULARS  Amount 

INCOMES: 
Sales 
Other incomes  
 Increase /decrease in stock 
Total incomes  
 
EXPENDITURE: 
Raw materials& packing  material consumed 
Processing and operating expenses 
Salaries , wages& other payments to staff 
Administrative and marketing expenses 
Interest and financial charges  
Depreciation 
Expenditure total 
 
PROFIT BEFORE TAX: 
Less: provision for tax 
Fringe benefit tax 
PROFIT AFTER TAX: 
Add: differed tax 
Add: previous year items 
Less: income tax for  previous years 
 
Add: balance brought forward  

 

 
694457939 
20013459 
24192668 

738664066 
 

 
3003522365 
299487356 
43541860 
213468904 
37111286 
52675282 

3649807053 
 

13240449 
32986706 
627811 

98786932 
2315161 
178853 

1552 
101279394 
121127284 

 

BALANCE CARRIED FORWARD TO BALANCE SHEET  222406678 

 
 

 

 

Balance Sheet of Coromandel International Ltdas On 31-3-2019 

                                       PARTICULARS Amount 
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EQUITY AND LIABILITY: 
Share capital 
Reserves and surplus 
Secured loans 
NON-CURRENT LIABILITY: 
Deferred tax 
CURRENT LIABILITIES: 
Sundry creditors 
Other liabilities 
Interest accrued but not due 
Unclaimed dividend  
Provisions 
Unsecured loans 
                                                             Total 
ASSETS: 
NON CURRENT ASSETS: 
Fixed asset 
Investments 
CURRENT ASSETS: 
Inventory 
Sundry debtors 
Interest accrued 
Cash balance 
 bank balance 
Loans and advance 
Deposits 
 
                                                             Total 

 
7900000 
87912406 
70731166 

 
2315161 

 
10981225 
1838879 
1609364 

7650 
1841219 
22959662 

208096732 
 
 

65854756 
35122538 

 
70039902 
27695016 

65757 
81869 
191043 

5368232 
3677619 

 
208096732 

 
 

 

 

 

 

Profit and Loss Statement of Coromandel International Ltdfor the year ending 31-3-
2019 

                              PARTICULARS Amount 
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INCOMES: 
Sales 
Other incomes  
 Increase /decrease in stock 
Total incomes  
 
EXPENDITURE: 
Raw materials& packing  material consumed 
Processing and operating expenses 
Salaries , wages& other payments to staff 
Administrative and marketing expenses 
Interest and financial charges  
Depreciation 
Expenditure total 
 
PROFIT BEFORE TAX: 
Less: provision for tax 
Fringe benefit tax 
PROFIT AFTER TAX: 
Add: differed tax  
Add: previous year items 
Less: income tax for  previous years 
 
Add: balance brought forward  
 

 
729138804 
21160133 
-28874089 
721424848 

 
 

3704017569 
366501332 
66523436 

264456756 
31881963 
75380244 

450876130 
 

191472483 
56086597 
651935 

134733951 
3221103 

0 
2083631 

135871423 
220125849 

 
BALANCE CARRIED FORWARD TO BALANCE 

 
355997272 
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CHAPTER-1 

INTRODUCTION 

 
  



 

 

1.1Introduction : 

  

The basic limitation of the traditional financial statement comprising the balance sheet and the 

profit and loss account is that they do not give all the information related to the financial 

operation of the firm. Nevertheless ,they provide some extremely useful information to the extent 

that the balance sheet mirrors the financial position on a particular date in terms of the profit and 

loss account shows the results of operations during a certain period in terms of the revenues 

obtained and the cost incurred during the year. 

 

Therefore, much can be learnt about a firm from a careful examination of its financial statements 

as invaluable documents/performance analysis. Users of financial statements can get further 

insight about financial strengths and weakness of the firm if they properly analyze information 

reported in these statements. Management should be particularly interested in knowing financial 

weakness of the firm to take suitable corrective action. The plans of the firm should be laid down 

in view of the firm’s financial strengths and weaknesses. Thus , financial analysis is the starting 

point for making plans , before using any sophisticated forecasting and planning procedures. 

Understanding the past is a per-requisite for anticipating the future. 

 

Ratio analysis is a widely- used tools of financial analysis. It is defined as the systematic yes of 

ration to interpret the financial statements so that the strengths and weaknesses of the firm as 

well as it’s historical performance and current financial condition can be determined . Ratio 

analysis is a powerful tool of financial analysis. A ratio is defined as the indicated quotient of 

two mathematical expressions and as the relationship between two or more things. 
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1.2 Need for the Study :  

   Ratio analysis is a technique of analyzing the financial information contained in the 

balance sheet and profit and loss account for more meaningful understanding of the financial 

position and performance of the company. The analysis is very useful for both the inside and 

outside. In financial analysis, a ratio is used as the index yardstick for evaluating the financial 

position and performance of a firm. The study is also beneficial to employees and offer 

motivation by showing how actively they are contributing for company's growth in the current 

scenario. 

 
 
 
 
 
 
 
 
 

 

 

 

 

 

 

 

 

 

 
2 



 

1.3 Objectives of the Study: 

 To study the financial performance of Kusalava International Ltd . 

 To collect the past five years data of Profit and Loss account , Balance sheet from 
the     selected source. 

 To measure the liquidity position of the Kusalava International Ltd. 

 To find the profitability position of the  Kusalava International Ltd. 

 To provide necessary suggestions to improve financial performance of 
organization      based on findings, if any. 
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1.4  Scope of the Study :  

  

The present study is designed to make effort to understand the financial performance of 

Kusalava International Ltd with the help of financial ratios , so as to enable to determine 

the financial viability of the company.The study has been confined to the applications of 

some important ratio’s only.Thus a good deal of ground is covered in covered in the 

study to find the effect of each component on analysis. 
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1.5 Research Methodology : 

Thedata is collected through secondary sources and also with the interaction of functional 
managers during the project.  

The information was utilized for performance evaluation and based on that interpretations 
were made. 

Sources of Secondary Data :  

 Most of the calculations made on the financial statements of the organization . 

 Published annual reports of the organization. 

 Referred standard text books and reference books on the subject area for the 

theoretical aspects of the study. 
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1.6 Limitations of the Study:  

  
 The study is only pertaining to Kusalava International Ltd. 
 The period of study is of 5years and the performance evaluation is also 

limited to 5years . 
 The study is purely based on the data in form of Annual Reports and 

Balance sheets. 
 The observation from the study may not be considered as a future indicator. 
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Industry Profile: 

Kusalava international ltd., the front-runner of Indian cylinder manufacturing industry, 

well tuned to hi-tech environment always reaching new heights in fulfilling world class customer 

requirements. Kusalava is enjoying a major share in domestic OEM requirements as well as 

aftermarket in India for the past 3 decades. It has spread its wings to global market and now 

exports across the globe. In recognition to the quality excellence, Kusalava received TS 

1949:2002 certifications in October 2004 from TUV renewed up to 2007. 

 Kusalava group activities cover almost every nook and corner in the automobile sector 

right from four/two wheeler dealership to spare parts, leasing and finance activities.  

 

Products manufactured:  

 

Tiger Power-The Though Parts 

                 Most of the vehicle manufacturers in the Indian Domestic market has a tie-up with 

international manufacturers like Mazda, Hino, Mercedes Benz, Mitsubishi…etc., Kusalava 

International Limited supplies their products to the below OEM’s in India who has international 

collaboration. 

     And for the international market, Kusalava international ltd had a start 6 years back 

and supplying the products after quality validation of the below customers. Interestingly, 

Kusalava has worked in tandem with the above international collaboration Indian OEMs to 

achieve their stringent quality requirement both in foundry and machining. The above OEMs 

contribute 30% of Kusalava international ltd turnover. Technical officers from Kusalava have 

played a vital role in establishing and understanding the international specification for the 

domestic OEMs and had good report for the working hand in hand to meet the drawing print 

specifications. And for the international market Kusalava international ltd is supplying the 

products after quality validation for the below customers. 

 

 

 

 



 

Milestones Of Industry : 

 

New thrust is identified in the developing / sourcing group of products related to the 

automotive / engineer industry. In this line Kusalava has achieved a significant development in 

the domestic and international sourcing requirement. Highlighted some of the products 

developed in “Tiger-Power” brand and bulk supplied for after market customers are Piston 

assemblies, Value guides and gaskets, TP springs etc.,  

 

Network And Logistics In India: 

 

 At present Kusalavahas central office / warehouse at Vijayawada and has warehouses and 

trained personnel across India for identification and follow up. Our own fleet of trucks plays a 

major role in logistics for on time deliveries as per customer’s requirement. The central 

warehouses in India are: 

1. Vijayawada 

2. Chennai 

3. Cuttack 

4. Nagpur 

5. Rajkot 

6. Ghaziabad 

Through Sea: 

 Being an established 2 preferred brands in US “Tiger Power”, Kusalava international ltd., 

supplies 2 to 3 containers per month for replenishing the parts and new parts developed for both 

existing and new customers. Having movement frequent containers from factory to US made us 

to prove an economical sourcing to compensate the high freight cost for piece is economically 

shared by volume of parts. 

At USA: Our central warehousing at Houston TX with 10,000 sq. Ft., area has facility to stock 

and distribute parts across US and Canada. Tiger power has around 24 factory warehouses for 

easy to lift option for customers across US and Canada 

ERP Software: 
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Kusalava has in house software development center and presently implementing self-

development ERP system “Konline” integrating finance, manufacturing and distribution & 

human resource activities across India and USA officers. At Konline, we understand the strategic 

role supply management must play in a corporation today the significant impact a supply chain 

management strategy can have on earnings. Supply chain management solutions helps 

companies transform supply strategy into a competitive advantage. We combine expertise, 

technology and information to help you bring immediate value and profit to your company’s 

bottom line. 

 Manufacturers and exporters of cylinder liners, sleeves, centrifugal cast, phosphated 

liners, ductile iron sleeves, ring castings, valve seat inserts, valve guides, alfin piston inserts, 

centrifigural casted pipes tubes, cast iron liners, cast iron cylinder liners, cast iron cylinder 

sleeves, pipes for ash disposal, S.G.iron liners, S.G.Iron sleeves, ductile iron liners, nodular iron 

liners, nodular iron sleeves, cylinder tubes.  

 

Growth Of Industry: 

Kusalava is supplying liners to “Ford Certified Re builders” at USA they are 

 

 AER MANUFACTURING INC., CARROLLTON TX 

 FRNKLIN ENGINE & PARTS INC., P.O BOX # 991293 CA 

 SEMINOLE SALES BIRMINGHAM AL 

 TOMADUR ENGINE COMPANY CAPITAL AVENUE CA  

 

Domestic Market:  

  

 Kusalava international limited has a good market share in domestic market with the 

“Tiger Power” brand and is the biggest liner manufacturer in India. Kusalava has well 

established off site warehouses and branch set-ups across India for market and customer access. 

Company Products: 
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 Kusalava manufacturers liners/sleeves in both cast iron and S.G. Iron, centric cast value 

seats inserts and Alfin piston inserts. As a new development Kusulava has started manufacturing 

the engineering items out of its own technology like 3 mts., pipes for ash disposal for the thermal 

power plants, sugar crusher’s material and motor frames for the heavy electrical motors.       

 

Technical Strengths: 

 Automated Foundry 

 Spectro Check (German Make) for instant chemical analysis 

 Centri cast pipes up to 3.0 mts length 

 Hardness testing (Rockwell and Brinell) 

 Tensile and Bending, yield strength, % of elongation (up to 40 mts) 

 Microscopes: Graphite morphology (etched &unetched conditions) up to 500x 

 CNC machines complicated profiles  

 Plateau honing (Nagel make) machine with auto size control 

 WMW grinding / Honing machines (German Make) for maintaining stringent 

tolerances 

  Quality control equipped with latest pneumatic / electronic gauges and profile 

projects 

  Geometrical Accuracies: Taylor Hobson-Roughness testing equipment, Optional 

profile projector. 

 

Technical up graduation: 

Kusalava has developed the basic technical requirement for the manufacturing of their 

products, and in line to develop the technical strength hires experts from Germany for upgrading 

the foundry technology in line to the international practices. Till today Kusalava has taken 3 

rounds of expert’s views to validate their process and to fine-tune their existing process for better 

productivity. Most significantly, Kusalava deputes their technical and managerial personnel for 

the training in different institutes for betterment of their knowledge and practices. 

 Mr. Prasad R.K, Chukkapalli, Managing Director of the company has visited Japan under 

AOTS programmed for 15 days technical training in quality systems during the first week 

of  October 2002.  
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Product Development and Outsourcing: 

 New thrust is identified in the developing / sourcing group of products related to the 

automotive / engineer industry. In this line Kusalava has achieved a significant development in 

the domestic and international sourcing requirement. Highlighted some of the products 

developed in “Tiger-Power” brand and bulk supplied for after market customers are Piston 

assemblies, Value guides and gaskets, TP springs etc.,  

 

Industry Players: 

LIST OF O.E.M. CLIENT PLAYERS: 

 
 

MANUFACTURER 

 
 

COLLABRATION 
SUPPLY           
 SHARE IN % 

1. Ashok Leyland ltd 
Hino-Japan & British 
Leyland 

500 

2. Telco Mercedes Benz 70 

3. Eicher Motors Mitsubishi 100 

4. Bajaj Tempo Daimler Benz 100 

5. Swaraj Mazda Mazda 100 

6.Mahindra&Mahindra Nissan 100 

7. VST Tillers Tractors 
Ltd  

Mitsubishi 100 



8. Cummins India ltd Cummins inc USA 10 

 

 

SWOT Analysis Of The Industry 

Strengths: 

 Round the year availability of raw materials. 

 Social acceptability of agro-processing. as important area and support from the central 

government. 

 Vast network of manufacturing facilities all over the country. 

 Vast domestic market. 

 

Weaknesses: 

 High requirement of working capital 

 Low availability of new reliable and better accuracy instruments and equipments. 

 Inadequate automation w.r.t. information management. 

 Remuneration less attractive for talent in comparison to contemporary 

 Inadequately developed linkages between R&D labs and industry. 

 

Opportunities: 

 Large crop and material base in the country due to agro-ecological variability offers 

vast potential for agro processing activities. 

 Integration of developments in contemporary technologies such as electronics. 

material science, computer, bin-technology etc.. offer vast scope for rapid 

improvement and progress. 

 



 

 

 

Threats: 

 Competition from global players 

 Loss of trained manpower to other industries and other professions due 

tobetterworking conditions prevailing there may lead to further shortage of 

manpower. 

 Rapid developments in contemporary and requirements of the industry may lead to 

fast obsolescence. 

Achievements of the Industry: 

 Mahindra & Mahindra Limited (M&M) cumulative sales grew by 30 per cent in 2007-08- 

2,31 ,355 units compared to 1,78,201 units in the corresponding period last fiscal. 

 Hyundai Motors India Limited (HMIL) has shown a robust growth at 16.13 per cent with 

360,934 units during 2007-08, against 310,787 units sold in 2006-07. 

 Skoda Auto has sold 14,187 vehicles in 2007-08 against 12,444 in 2006-07, a growth rate 

of 14.06 per cent. 

 General Motors India (GM), the wholly owned subsidiary of US-based General Motors 

Corporation , reported 71 per cent increase In domestic sales in 2008-09 - at 66,543 units 

against 38,857units in 2006-07. 

 Mercedes-Benz India recorded a 59 per cent sales growth during the first quarter of 2009. 

 Hero Honda,  India's largest two-wheeler maker, sold a whopping 33,37,142 units in 

2009-10, over 33,36,756 units sold in 2010. 

 Motorbike exports from India grew to 3, 21 ,321 units in the April August period this 

fiscal from 2,37,103 units in the same period last year. 

 Honda sold 62,802 cars in 2007-08, higher than the 61 ,325 units sold in2012-14. 

 

Automotive Sector: 
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The domestic automobile market has been growing at 14.2 per cent CAGR over the past 

4 years (2000-01 to 2004-05), while the auto components market has been growing at 19.2 

percent (2000-01 to 2003-04). The industry (OEMs and suppliers together) contributed nearly 4 

per country's GOP in 2003-04. The automotive sector also offers significant employment 

opportunities employs 0.45 million people directly and around 10 million people indirectly. 

The industry's capabilities in design, engineering and manufacturing have been 

recognized the over, and most automotive majors are looking to increasingly source auto 

components from. 

India is emerging as one of the most attractive automotive markets in the world, and is poised 

become a key sourcing base for auto components. The table below captures the highlights of in 

India that illustrates its growing significance. 

 

Indian Automotive Industry:  

 

The Indian automotive industry has grown at a CAGR of 14 per cent p.a. over the last 5 years 

sales of vehicles reaching around 9 million vehicles in 2016-17. It has the potential to emerge the 

largest in the world. Presently, India is: 

 

 2nd largest two-wheeler market in the world 

 4th largest commercial vehicle market in the world 

 11th largest passenger car in the world and is expected to be the 7th largest market. 

 The industry has emerged as a key contributor to the Indian economy. 
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Company Profile: 
 

Kusalava international ltd., the front-runner of Indian cylinder manufacturing industry, 

well tuned to hi-tech environment always reaching new heights in fulfilling world class customer 

requirements. Kusalava is enjoying a major share in domestic OEM requirements as well as 

aftermarket in India for the past 3 decades. It has spread its wings to global market and now 

exports across the globe. In recognition to the quality excellence, Kusalava received TS 

1949:2002 certifications in October 2004 from TUV renewed up to 2007. 

 Kusalava group activities cover almost every nook and corner in the automobile sector 

right from four/two wheeler dealership to spare parts, leasing and finance activities. 

 

 Promoters: 

                                  Table no.2 

MANUFACTURER COLLABRATION SUPPLY  SHARE IN % 
1. Ashok Leyland ltd Hino-Japan & British Leyland 50 
2. Telco Mercedes Benz 70 
3. Eicher Motors Mitsubishi 100 
4. Bajaj Tempo Daimler Benz 100 
5. Swaraj Mazda Mazda 100 
6. Mahindra & Mahindra Nissan 100 
7. VST Tillers Tractors Ltd  Mitsubishi 100 
8. Cummins India ltd Cummins in USA 10 
 
  
And for the international market, Kusalava international ltd had a start 6 years back and 

supplying the products after quality validation of the below customers. Interestingly, Kusalava 

has worked in tandem with the above international collaboration Indian OEMs to achieve their 

stringent quality requirement both in foundry and machining. The above OEMs contribute 30% 



of Kusalava international ltd turnover. Technical officers from Kusalava have played a vital role 

in establishing and understanding the international specification for the domestic OEMs and had 

good report for the working hand in hand to meet the drawing print specifications. And for the 

international market Kusalava international ltd is supplying the products after quality validation 

for the below customers. 

 
Management: 

a. AER MANUFACTURING INC., CARROLLTON TX 
b. FRNKLIN ENGINE & PARTS INC., P.O BOX # 991293 CA 
c. SEMINOLE SALES BIRMINGHAM AL 
d. TOMADUR ENGINE COMPANY CAPITAL AVENUE CA  

 

Domestic market:  

 Kusalava international limited has a good market share in domestic market with the 

“Tiger Power” brand and is the biggest liner manufacturer in India. Kusalava has wellestablished 

off site warehouses and branch set-ups across India for market and customer access. 

 

 History Of the company: 
Kusalava has developed the basic technical requirement for the manufacturing of their 

products, and in line to develop the technical strength hires experts from Germany for upgrading 

the foundry technology in line to the international practices. Till today Kusalavahas taken 3 

rounds of expert’s views to validate their process and to fine-tune their existing process for better 

productivity. Most significantly, Kusalava deputes their technical and managerial personnel for 

the training in different institutes for betterment of their knowledge and practices. 

  

Mr. Prasad R.K, Chukkapalli, Managing Director of the company has visited Japan under AOTS 

programmed for 15 days technical training in quality systems during the first week of  October 

2002. 

 
 
1964: Kusalava International Limited comes into existence as M/S Bharat  Industries. 

1972: Started production of grey iron cylinder liners. Started supplies to major road 



 transport corporations (STU's) . 

1982: Supplies to replacement market with TIGER POWER-TOUGH PARTS  Brand name.  

1986: Installed the first Dual Track Induction Furnace in India.  

1987: Became the major source for Defence Vehicle Factory  

1990: Exported its first consignment to New Zealand.  

1992: Tiger Power became the major supplier of cylinder liners in After Market  

1994: Emerged as the Largest cylinder liner manufacturer in India.  

1995: Kusalava commissions its first overseas office in Houston, Texas, and the USA  
 ISO: 9002 certified.  

1996: Sales figures crossed 1 million USD. Kusalava becomes a limited company.  

1997: Started WOS in the USA, (Wholly Owned Subsidiary) 

1998: QS-9000 certified  

1999: Started production of Ductile Iron castings.  

2000: ISO/TS 16949 certified.  

2002: Turn Over crosses 10 million USD. 

2003: Introduced the Six Sigma Process.  Awarded by ACMA for Best Six Sigma  Project 
in 2003  

2004: Introduced Lean Manufacturing Practices.  Received the best-supplied award from 

EICHER MOTORS, for outstanding contribution to supply chain management.  Awarded by 

ACMA for Best Six Sigma Project in 2004 again.  

2005: Agreed with the Market Leader Darton Sleeves, the USA for supplying High-Grade 

Ductile iron liners to the Drag Racing Market. 

2006: Total PM Kick off on July 3rd, 2006.  Kusalava commissions new plant at  Pantnagar, 

Uttarakhand.  
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2007: Turn over crosses 20 million USD.  Kusalava commissions new plant at 

 Visakhapatnam, Andhra Pradesh.  

2009: Implemented SAP across Four Manufacturing Locations.  

2009: Obtained ISO 14001 CERTIFICATION for - Visakhapatnam Plant.  

2012: Obtained ACT Foundation Cluster.  

2014: Obtained Govt. Of India R & D Recognition.  

2016: Received ISO 14001 CERTIFICATION for - Vijayawada.  

 

Kusalava International Ltd., the front runner of Indian Cylinder Liner Manufacturing 

Industry, well-tuned to the hi-tech environment always reaching new heights in fulfilling world-

class customer requirements. Kusalava is enjoying a major share in domestic OEM requirements 

as well as After Market in India for the past 3 decades. It has spread its wings to the global 

market and now exports across the globe. In recognition of the quality excellence, Kusalava 

received TS 16949:2002 Certification in October 2004 from TUV renewed up to 2007Kusalava 

Group activities cover almost every nook and corner in the automobile sector right from FOUR, 

TWO wheeler dealerships to spare parts, Leasing and Finance activities.   

                                                                                                            

Growth Of TheKUSALAVA INTERNATIONAL LIMITED: 

  Kusalava International Limited belongs to Kusalava group of companies. Its honorable 

chairman and promoter is Mr. Chukkapalli Ramakrishna Prasad. The group of companies and 

their activities. 

 

1. Kusalava Motors (P) Ltd : 

 The company is involved in the activity of trading 2 Wheelers and 4 Wheelers, it is the official 

dealer for TVS Motors and Hyundai Cars in the cities of Vijayawada, Guntur, Ongole, 

Bhimavaram and Gudivada. 
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2) Kusalava Informatics:  

Started of as an in-house software arm for developing an integrated ERP solution, the division 

has been spun off into a separate company in 2006. Since then the company has been working on 

many projects with overseas clients and has seen unprecedented growth. Please visit 

www.kusalavainfo.com 

3) Kusalava Finance: 

 The company has been established way back in 1970 and is engaged in the business of financing 

automobiles. The company has been able to carve a niche of itself in the automotive sector by 

offering clients customized financing options as per their needs.                                                    

4) Kusalava Power: 

The company is involved in the business of power generation and has a total generating capacity 

of 3 MW. 

5) Kusalava Realty:  

The Company is involved in the business of developing housing, apartments and shopping malls. 

6) Bharat Automobiles: 

 The company activities involve trading is automobile spare and represents a host of reputed 

manufacturers like Bharat Forge for Crank Shafts, Timken for Bearing, Maple for Pistons and 

Kusalava for Liners. The company operations and network spread across entire south India. 

7) Kusalava Inc:  

The Company is a trading firm located in Houston, Texas, USA and is involved in the activity of 

sourcing automotive components from India and China to OEM's in USA. The company has 

products stocked in 22 warehouses across USA to supply to customers on a JIT basis. 

 

8) Sneha Biotech:  

The Company is research firm, which focuses on development of products using biotechnology 

for agriculture, marine industry and humans as well. The products are used as a substitute to 

17 

http://www.kusalavainfo.com/


chemicals & fertilizers in agriculture and aqua industries and are used as substitutes to drugs for 

humans.  

Company Products: 

Kusalava manufacturers Liners/Sleeves in both Cast Iron and S.G. Iron, Centri Cast 

Valve seat Inserts and Alfin Piston Inserts. As a new development, Kusalava has started 

manufacturing the engineering items out of its technology like 3 Mts. pipes for ash disposal for 

the thermal power plants, sugar crusher’s material, and motor frames for the heavy electrical 

motors.  

A .Cylinder Liners : 

       Cylinder liner is a cylindrical  part to be fitted into an engine block to form a cylinder. It is 

one of the most important functional parts to make up the interior of an engine the cylinder liner, 

serving as the inner wall of a cylinder ,  forms a sliding surface for the piston rings while 

retaining the lubricant within. 

The most important function of cylinder liners is the excellent characteristics as sliding surface 

and these four necessary points . 

 High anti-galling properties 

 Less wear on the cylinder liner itself 

 Less wear on the partner piston ring 

 Less consumption of lubricant  

The cylinder liner receives combustion heat through the piston rings and transmits the heat to the 

coolant. 

A cylinder wall in an engine is under high temperature and high pressure , with the piston and 

piston rings sliding at high speed. In particular , since longer service life is required of engines 

for trucks and buses, cast iron cylinders that have excellent wear-resistant properties are only 

used for cylinder parts . 

Also ,with the recent trend of lighter engines materials for engine blocks have been shifting from cast iron 

to aluminum alloys has drawbacks in deformation during operation and wear-resistance . For  that 

reason , cast iron cylinder liners are used in most cases. 
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B. Cylinder Liners For Aluminum Blocks : 

 Global warming has started to show its adverse effects on the environment. To improve the 

fuel efficiency and adhere to the latest Euro norms automobile manufacturers are shifting 

towards aluminum engines. These engines have as-cast cylinder liners with the special surface on 

the outer diameter commonly referred to as spiny lock or stipple finish. To improve rigidity and 

high thermal conductivity properties of engine blocks , Kusalava has developed different 

specifications of cylinder liners that have high adherence to aluminum blocks at the time of 

die   casting by controlling the coarseness of the outer casting surface with the special coating 

materials and in process controls .                                        

C. Pistons & Piston Rings 

The piston is considered to be one of the most important parts in a reciprocating engine in which 

it helps to convert the chemical energy obtained by the combustion of fuel into useful 

mechanical power. The purpose of the piston is to provide means of conveying the expansion of 

the gases to the crankshaft via the connecting rod, without loss of gas from the above or oil from 

below. The piston is essentially a cylindrical plug that moves up and 

down.                                                          

D. Centrifugal Castings: 

Centrifugal casting method was developed after the turn of the 20th century to meet the need for 

higher standards.  

Spinning molds generate centrifugal force on molten metal to position the metal within a mold. 

As the molten metal solidifies from the outside in, a casting with dense, close grain structure is 

created. As a result of close grain structure the centrifugal process offers products with better 

physical properties than castings made using the static casting method. Proper mold design, mold 

coatings, mold spinning speeds, pouring speeds, cooling rates and metal chemistry results in 

castings with higher yields, fewer impurities and greater    strength. 
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Vision : 

 Toproduce quality auto component products the matching best available in the world in terms of 

innovative design features and endues at competitive cost deliverable in time and maximize 

customer satisfaction to ensure constant increase in market share and global presence for the 

company . 

Mission : 

1.  To constantly strive for automation and technology up gradation of company’s 

Plant process and product to maximize customer satisfaction and efficient use of resources at 

company’s disposal to optimize production and minimize cost. 

2. To  trigger higher demand for company’s products both in domestic and international market 

and there by improve market share. 

3. To improve both top line and bottom line of the company to ensure optimum returns for all 

stake-holders of the company. 

4. To make kusalava a true global conglomate through professional management, corporate 
govervance  initiatives and strict adherence to regulatory compliances. 

 

 

 

 

 

 

 

 

 

 

 

20  



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

CHAPTER-4 
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Theoretical framework 

      Financial statements provide rich information about the operational results of a business unit 

and much can be learnt from a careful examination of these statements. A forecast of future 

earnings of business can also prepared based on the analysis and interpretation of financial 

statements. 

      Financial statements as used in corporate business houses, refer to a set of reports and 

schedules, which an accountant prepares at the end of the period of time for a business 

enterprise. The financial statements are the means with help of which the accounting system 

performs its main function of providing summarized information about the financial affairsof the 

business. These statements comprise balance sheet or position statement and profit and loss 

account or income statement. In India every company has the present its financial statements in 

the form and contents as prescribed under section 211 of the companies Act 1956. 

       According to Myers financial statement analysis is largely a study of relationship among the 

various financial factors in a business as disclosed by a single set to statements and a study of the 

trends of these factors as shown in a series of statements. 

 

Financial analysis statements : 

It is a process of identifying the financial strengths and weakness of a firm from the available 

accounting data and financial statement. The analysis is done by properly establishing the 

relationship between the items of balance sheet and profit and loss A/c. 

              According to “ Smith and Ashburn” financial statement are the end products of financial 

accounting prepared by the accountant, that purport to reveal the financial position of the 

enterprise, the result of its activities and an analysis of what has been done with the earnings. 

Importance of Financial Statements 

  Most important objective of financial statements is to present information for the use of 

different categories of persons as mentioned below: 
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1. The management: The bigness of modern business and the multiplicity of factors affecting 

the business operations call for an increasingly scientific and analytical approach in the 

management of such businesses. This is possible only when up-to-date, accurate and 

systematic financial records are the available to the management team. Financial accounts 

and statements are of a very great help in understanding the progress, position and prospects 

of the business. 

2. The Public: Business is a social entity, Various groups of the society, though not directly 

connected with business, are interested in the progress, position and prospects of a business 

enterprise. These groups are financial analysts, lawyers , trade associations, labour unions, 

financial press, students and teachers. It is only through the published financial statements 

that these people can analyze, judge and comment upon the business enterprise. It should be 

noted that these financial statements are available to the public in case of joint stock 

companies 

3. The Shareholders and Lenders :  The financial statements serve as a useful guide for the 

shareholders and probable shareholders, the suppliers, and the lenders and probable lenders 

of the company. It is through a critical examination of the financial statements that these 

groups can come to know about the efficiency and effectiveness of the management and 

position, progress and prospects of the company. For this purpose it is necessary that the 

financial statements should contain accurate, complete, and systematic facts and figures so 

that these people can get a full and accurate idea regarding the present position of the 

company. 

4. The Labour and Trade Unions:  In India , workers are entitled to bonus under the payment of 

Bonus act , depending upon the size of the profit as disclosed by audited profit and loss 

account. Thus , the profit and loss account becomes greatly important to the workers. In 

wage negotiations also the size of profits and the profitability achieved are generally 

relevant. 

Limitations of financial statements : 

The following are the limitations of the financial statements: 

 Financial statements are essentially interim reports and therefore, cannot be final 

because the final gain or loss can be computed only at the termination of the 

business. Financial statements only reflect the progress and position of the business 
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at frequent intervals during its life . The decision regarding the period of these 

statements is a matter of personal judgement and it gives rise to the problem of 

allocating expenditure over various periods. 

 Financial statements though expressed in exact monetary terms are not absolutely 

final and accurate.  As the balance sheet is prepared on the basis of a going concern 

asset valuation represents neither the realizable value nor replacement cost. 

 Financial statements take into consideration only the financial factors. They fail to 

bring out the significance of non-financial conditions of an enterprise. For example 

public image of the enterprise the calibre of its management efficiency and loyalty of 

its workers. 

 It is not always possible to discover false figures in financial statements un 

scrupulous management generally resort to window dressing in the preparation of 

such statements  

 Financial statements are prepared primarily for shareholders. Other interested parties 

have to generally make many adjustments before they use them profitably. 

 

Methods of analyzing  financial statements : 

The analysis of financial statements consists of a study of relationship and trends to 

determine whether or not the financial position and results of operations as well as the 

financial progress of the company are satisfactory or unsatisfactory. The analytical methods 

or devices listed below are used to ascertain or measure the relationships among the financial 

statements items of a single set of statements and the changes that have taken place in these 

items are reflected in successive financial statements. The fundamental objective of any 

analytical method is to simplify or reduce the data under review to more understandable 

terms. 

Analytical methods and devices used in analyzing financial statements are as follows: 

1. Comparative statements 

2. Common size statements 

3. Trend Ratios  
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4. Ratios Analysis 

5. Cash flow statements 

6. Funds flow statements 

Objective of financial statements analysis : 

Financial statements analysis is very much helpful in assessing the financial position and 

profitability of a concern, the main objectives of analyzing the financial statements as 

follows:  

1. The analysis would enable the present and present and the future earning capacity 

and the profitability of the concern . 

2. The operation efficiency of the concern as a whole as well as department wise can 

be-assessed . Hence management can easily located the areas of efficiency and 

inefficiency. 

3. The solvency if the firm , both short- term and long- term , can be determined with 

the help of financial statements analysis, which is beneficial to trade creditors 

debenture holders. 

4. The comparative study in regard to one firm with another firm or one department 

with another department is possible by the analysis of financial statements. 

5. Analysis of past result in respects of earnings and financial position of the 

enterprise is of great help in forecasting the future results. Hence it helps in 

preparing budgets. 

6. It facilitates the assessments of financial stability of the concern. 

7. The long- term liquidity position of funds can be assessed by the analysis of 

financial statements. 

Use and significance of ratio analysis  

The ratio analysis is one of the most powerful tools of financial analysis. It is used as a device to 

analyses and interpret the financial health of enterprise.  A ratio is known as a symptom like 

blood pressure, the pulse rate or the temperature of an individual. It is with the help of ratio that 

the financial statements can be analysed more clearly and decisions made from such analysis. 

25 



                 The use of ratio is not confined to financial mangers only. As discussed earlier, there 

are different parties interested in the ratio analysis for Knowing the financial position of a firm 

for different purposes.  The suppliers of goods on credit , banks,  financial institutions, investors, 

shareholders and management all make use of ratio analysis as a tool in evaluating the financial 

position and performance of a firm for getting credit, providing loans or making investments in 

the firm . The conclusions can also be drawn as to whether the performance of the firm is 

improving or deteriorating. Thus, ratios have wide applications and are of immense use today. 

Limitations of ratio analysis  

   The ratio analysis is one of the most powerful tools of financial management. Though ratios 

are simple to calculate and easy to understand, they suffer from some serious limitations: 

(1) Limited use of a single ratio : 

A single ratio, usually, does not convey munch of a sense. To make a better interpretation 

a number of ratios have to be calculated which is likely to confuse the analyst than help 

him in making any meaningful conclusion. 

 

(2) Lack of Adequate standards : 

Therefore are no well- accepted standards or rules of thumb for all ratios which can be 

accepted as norms.  It renders interpretation of the ratios difficult. 

 

(3) Inherent Limitations of Accounting :  

Like financial statements, ratios also suffer from the inherent weaknesses of accounting 

records such as their historical nature . Ratios of the past are not necessarily true 

indicators of the future. 

 

(4) Change of Accounting Procedure : 

Change in accounting procedures by a firm often makes ratio analysis misleading . e.g., a 

change in the valuation of methods of inventories from FIFO to LIFO increase the cost of 

sales and reduces considerably the value of closing stock which makes stock turnover 

ratio to be lucrative and an unfavourable gross profit ratio. 
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(5) Window Dressing : 

Financial statement can easily be window dressed to present a better picture of its 

financial and profitability position to outsiders. Hence, one has to be very careful on 

making a decision from calculate from financial statements. But it may be very difficult 

for an outsider to know about the window dressing made by a firm. 

  (6)Personal Bias : 

Ratios are only means of financial analysis and not an end in itself. Ratios have to be 

interpreted and different people may interpret the same ratio in different ways . 

   (7)Un Comparable : 

Not only industries differ in their nature but also the firm of the similar business widely 

differ in their size and accounting procedures etc. It makes comparison of ratios difficult 

and misleading. 

 (8)Absolute figures Distractive : 

Ratios devoid of absolute figures may prove distractive as ratio analysis is primarily a 

quantitative analysis and not a quantitative analysis. 

Types of Ratios  

       Ratios can be grouped in to various classes, according to financial activity or functions to be 

evaluated as stated earlier. The parties interested in financial analysis are short-term and long-

term creditors, owners and management. 

Short-term creditors main interest is in the liquidity position are short-term solvency of the firm. 

Classification of Ratios :  They are different parties interested in the ratio analysis for 

Knowing the financial position of a firm for different purposes. In view of various users of ratios, 

there many types, which can be calculated from the information given in the financial statements. 
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The particular purpose of the user determines the particular ratios that might be used for financial 

analysis. 

Functional classification in view of financial management 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Liquidity ratio 

raratio 

Activity ratio Long term solvency ratio 

1.Inventory turnover   ratio 

2.Debtors turnover ratio 

3. Fixed assets turnover ratio 

4. Total asset turnover ratio 

5. Working capital turnover ratio 

6. Capital employed turnover 

 

1. Debt equity ratio 

2. Debt to total capital ratio 

3. Interest  coverage ratio 

4.cash flow/debt 

 

 

 
Profitability ratio 

1. Gross profit ratio 

2. Operating ratio  

3. Operating profit ratio 

4. Net profit ratio  

5. Expense ratio 

6. Return on investment 

7. Return on capital 

8. Return on equity capital 

9. Earnings per share 

10.Price earning ratio 

 

1. Current ratio 

2. Liquidity ratio 

3. Debtors turnover ratio 

4. Creditors turnover ratio 

5.Inventory turnover ratio 
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Traditional classifications   : 

 Balance sheet ratios : 

Balance sheet ratios deal with the relationship between two balances sheet item. 

 Profit and loss account or Revenue/Income statements ratios : 

These ratios deal with the relationship between two profit and loss account items. The 

items should belong to the same profit and loss a/c  . 

 Composite or Mixed ratios : 

These ratios exhibit the relation between a profit and loss a/c or income     statement item 

and a balance sheet item . 

Functional classification : 

 Liquidity ratios : 

These are the ratios which measures the short term solvency or financial position of a 

firm. These ratios are calculated to comment upon the short term paying capacity of a 

concern or the firm’s ability to meet its current obligations. 

 Long term solvency and leverage ratios : 

    These ratios convey a firm’s ability to meet the interest costs and payments schedules 

of its long term obligations. These ratios measure the contribution of financing by owners 

as compared to financing by outsiders.  

 Activity ratios : 

These ratios are calculated to measure the efficiency with which the resources of a firm 

have been employed. These ratios are also called turnover ratios, because they indicated 

the speed with which assets are being turned over into sales. 

 Profitability ratios : 

These ratios measure the results of business operations or overall performance and 

effectiveness of the firm. 

   The information collected from different sources is tabulated and analyzed with help of 

all financial ratios. 

          1) Liquidity ratio 

          2) Leverage ratio 
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          3) Activity (or) turnover ratio 

 4) probability ratio  

 Liquidity ratio  

(i) Current ratio 

(ii) Quick ratio 

(iii)Cash ratio  

(iv) Net working capital ratio 

 Leverage ratio   

(i) Debt ratio 

(ii) Debt equity ratio 

(iii)Capital employed to net worth ratio 

(iv) Interest coverage ratio 

 Turnover ratio  

(i) Inventory turnover ratio 

(ii) Debtors turnover ratio 

(iii)Creditors turnover ratio 

(iv) Fixed asset turnover ratio 

(v) Total assets turnover ratio 

 Profitability ratio 

(i) Gross profit ratio 

(ii) Net profit ratio   

(iii)Return on equity ratio 

(iv) Selling and distribution expenses ratio 

(v) Return on capital employed ratio 

Similarly owners concentrate on the firm’s profitability and financial conditions. Management is 

interested in evaluating every aspect of the firm performance. They have to protect the interest of 

all parties and see that the firm grows profitably . 

In view of the requirements of the various usages of ratios we may clarify them in to the 

following for important categories. 
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 Liquidity Ratios  

 Leverage Ratios  

 Activity  Ratios 

 Profitability Ratios 

 

A. Liquidity Ratios 

 Liquidity Ratios measure the firm’s ability to meet its current obligations. We analyze 

the liquidity needs by the preparation of cash budgets, cash and funds flow statements, 

but we can calculate liquidity ratios, by establishing a relationship between cash and 

other current assets to current obligations, provide a quick measure of liquidity. A firm 

should ensure that it does not suffer from the lack of liquidity and that it does not have 

excess liquidity. There should be a proper balance between high liquidity and lack of 

liquidity. To measure the liquidity of a firm  .  

 The following ratios are calculated the most common ratios which indicate the extent of 

liquidity or lack of it . 

(i) Current Ratio 

(ii) Quick Ratio 

(iii)Cash Ratio 

(iv) Net working Capital Ratio 

(i) Current Ratio  :  

It may be defined as the relationship between current assets and current liabilities. This 

ratio is known as working capital ratio  .  It  is measure of general liquidity and is most 

widely used to make the analysis of a short –term financial position or liquidity of a firm .  

It is calculated by dividing the total of current assets by total of the current liabilities . 

Thus , 

 Current ratio :   Current assets  

Current liabilities 
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Current assets include cash and those assets which can be easily converted into cash 

within a short period of time generally, one year , such as marketable securities , bills 

receivable etc., current liabilities are those obligations which are payable within a short 

period of generally one year and include outstanding expenses, bills payable etc. 

 

A current ratio of 2:1 is considered as ideal. If current ratio is less than 2, it indicates that 

the business does not enjoy adequate liquidity. However , a high current ratio of more 

than 3 indicates that the firm is having funds and has not invested them properly. 

(ii) Quick Ratio: 

It is also called as Acid Test Ratio or Liquid Ratio.  This ratio establishes the relationship 

between quick / liquid current assets and liabilities. An asset is liquid if it can be converted 

into cash immediately or reasonable soon without loss of value. Cash is more liquid 

Investments cannot be termed to be liquid assets because they cannot be convenient into 

cash immediately without a sufficient loss of value. Similarly, the prapaid expenses are also 

excluded from the list of quick/Liquid assets because they are not expected to be converted 

into cash . Stock and prepaid Expenses will not be treated as quick assets and Bank 

overdraft is not treated as Quick Liability.  

 

    Quick Ratio =         

 

A quick ratio of 1 is considered as ideal  . A  quick ratio of less than 1 is indicative  of 

inadequate liquidity of the business . A  very high quick ratio is also  not advisable. 

(iii) Absolute liquidity Ratio 

It can be called as super Quick Ratio. It is absolute Liquid Assets to Quick Liabilities. Absolute 

Liquid Assets include cash in hand, cash at bank, short term investments.  

        Absolute Ratio = Absolute Liquid Assets 

                                                         Current Liabilites 

Quick Assets 

Current Liabilities 
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(iv) Net Working Capital Ratio:  

      The difference between current assets and liabilities excluding short term bank borrowings is    

called net working capital or net current assets. Net working Capital is some time used as a 

measure of a firm’s Liquidity. It is concerned that, between two firm’s the one having the large 

Net working Capital has the greater ability to meet its current obligations .  

      Net working Capital Ratio = Net working Capital 

                                                           Net assets 

Net working capital= Current assets- current liabilities 

Net assets =Fixed assets +(current Assets-current liabilities) 

B . Leverage Ratio  

The long- term source of funds of any firm comprises of both the share capital and the borrowed 

capital. The share capital further consists of both the equity share capital and preference share 

capital. The borrowed capital includes both the debenture capital and long -term loans. Leverage 

Ratios indicate the relative interests of owners and creditors in a business. There should be an 

appropriate mix of debt and owners equity in financing the firm’s assets. These ratios  judge the 

financial soundness of the firm in terms of its ability of pay interest regularly as well as make 

repayment of the principal either lump sum or in installments . The ratios, which examine the 

financial position and leverage, may be broadly classified into: 

 Debt Ratio  

 Debt Equity Ratio 

 Proprietary Ratio 

 Fixed Asset Ratio 

 Interest Coverage Ratio  

 Dividend Coverage Ratio 
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(i) Debt Ratio: 

Debt Ratio may be used to analyse the long-term solvency of a firm. The firm may be 

interested in knowing the proportion of the interest -bearing debt in the capital structure. It may, 

therefore, compute debt ratio by dividing total debt by capital employed. Total debt includes 

short -term and long -term borrowings from financial institutions, debentures /bonds, deferred 

payment, bank borrowings, public deposits and interest -bearing loan. Capital employed will 

include total debt and net worth.  

 Debt Ratio = Debt / Total Assets  

(ii) Debt Equity Ratio:  

               Debt Equity Ratio is also known as, external -internal equity Ratio. This ratio indicates 

the relationship between the external equities or outsiders fund and the internal equities or 

shareholders funds. The outsider funds include all debts, liabilities to outsiders, long time and 

current liabilities. The shareholders funds consist of equity share capital, preference share 

capital, capital revenue, revenue reserves, accumulated profits, and other surplus.  

 Debt Equity Ratio = Total Debt / Equity  

(iii) Proprietary Ratio: 

      It expressed the relationship between Net Worth and Total Assets. A high proprietary Ratio 

is indicative of strong financial position of business. The higher the ratio, the better it is.  

 Proprietary Ratio = Net Worth / Total Assets  

(iv) Fixed Asset Ratio:  

This ratio indicates the mode of financing the fixed assets. It is calculated by dividing fixed 

assets by Capital Employed. Capital Employed include equity share capital, preference share 

capital, reserve etc., 

 Fixed Assets Ratio = Fixed Assets / Capital Employed 
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(v) Interest Coverage Ratio:  

This ratio is also known as “Debt servicing Ratio “or “Times internet Earned Ratio “. This ratio 

is obtained by dividing earnings before interest and taxes by the fixed interest charges on loans. 

A firm is considered solvency if its revenue is more than interest and other expenses otherwise is 

considered fewer solvencies. This ratio measure how many times a firm could pay its interest 

expenses.  

 Interest Coverage Ratio = EBIT / Interest 

The interest Coverage Ratio shows the number of times interest charges are covered by funds 

that are ordinary available for their payment behaviour. Depreciation is non cash item. Therefore 

funds available to depreciation are also available to pay interest charges. Hence Interest coverage 

ratio is earnings before depreciation interest and taxes divided by Interest.  

(vi)  Dividend Coverage Ratio:  

      It indicates the ability of a business to pay and maintain the fixed preference dividend to 

preference shareholders. The higher the ratio, the better it is perceived to be by financial analysts. 

It is calculated as  

 Dividend Coverage Ratio = PAT / Fixed Preference Dividend 

C. Activity Ratios: 

Businesses need to know how soon they can convert their assets into cash. They use activity 

ratios to figure it out. 

(i) Debtors Turn Over Ratio:  

A firm sells goods for cash and credit. Credit is used as a marketable tool by a number of 

companies. When the firm extends credits to its customers, debtors are created in the firm's 

account. Debtors are convertible into cash over a short period and, therefore, are included in 

current assets. The Liquidity position of the firm depends on the quality of debtors to a great 

extent.  

 Debtors Turnover Ratio = Sales/ Average Debtors  
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(ii) Net Assets Ratio: 

               The firm can compute net asset turnover simply by dividing sales by net assets. It may 

be recalled that net assets include net fixed assets and net current assets, that is, current assets 

minus current liabilities. Since net assets equal capital employed, Net Assets turnover may also 

be called capital Employed Turnover.  

 Net Asset Turnover Ratio =Sales / Net Assets  

(iii) Working Capital Turnover Ratio: 

  A firm may also like to elate net Current Assets to Sales. Thus it may complete net 

working capital turnover by dividing cost of goods by net working capital. 

 Working Capital Turnover Ratio =Costs of Goods Sold / Net working Capital 

(iv) Fixed Assets Turnover Ratio: 

           Fixed assets turnover ratio is supposed to measure the efficiency with the fixed assets are 

employed. The higher turnover ratio, the more efficiency the management and utilisation Assets. 

Low Turnover ratios are indicative of under utilisation of available Assets and presence of idle 

capacity. In case of high Ratio, the firm would normally required, other things being equal, to 

make additional capital investment to operate at high level of activity. When the fixed assets of 

the form of old and substantially depreciate, the fixed assets turnover ratio tends to be high. In 

such a case fixed assets turnover ratio is likely to give a misleading impression regarding the 

relative’s efficiency with which the Assets are being used.  

 Fixed Assets Turnover Ratio = Sales / Fixed Assets  

(v) Average Collection Period Ratio : 

          The average collection period brings out the nature of the firm credit policy and the quality 

of the debtors more clearly. The average collection period represents the average number of days 

for which the firm must wait after making a sale before collecting cash from the customers. This 

ratio is calculated as follows.  

 Average Collection Period Ratio = 365(day in a year) / Debt Turnover  

36 



 

(vi)  Total Assets Turnover Ratio:  

             This ratio measures the overall performance and efficiency of the firm. It shows the 

firm’s ability in generating sales from all financial resources committed to total assets. Normally, 

the value of sales should be considered to be twice that of the Assets. 

 Total Assets Turnover Ratio = Sales / Capital Employed  

 

D .Profitability Ratios: 

    A company should earn profits to survive and grow over a long period of time. 

Profitability Ratios communities the profitability events that have already taken place. 

Profitability Ratios measure the profitability of the operational efficiency of the form. These are 

three groups of persons who are interested in the analysis of the profitability of the form. These 

are:  

 The management, which is interested in the overall profitability and operational 

efficiency of the form, as the profits are the ultimate test of management 

effectiveness.  

 The equity shareholders / owners who are interested in the ultimate returns 

available to them.  

 Bankers , financial institutions and other creditors look at these Ratios as an 

indicator whether or not the form earn substantially more than it pay interest for 

the use of borrowed funds and the ultimate repayment of their debt appears 

reasonably certain .  
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Some important profitability Ratios are :  

 Gross Profit Ratio  

 Net Profit Ratio  

 Return on Asset Ratio  

 Return on Equity  

 Earnings per share  

 Dividend per Share  

 Dividend Payout Ratio  

 Operating Payout Ratio 

(i) Gross Profit Ratio  

               The first profitability ratio in relation to sales is the gross profit margin. The gross 

profit margin reflects the efficiency with which management produces each unit of product. This 

ratio indicates the average speed between the cost of goods sold and the sales revenue. When we 

subtract the gross profit margin from 100percent, we obtain the ratio of cost of goods sold to 

sales. Both these ratios show profits relative to sales after the deduction of production costs, and 

indicate the relation between production costs and selling price. A high gross profit margin 

relative to the industry average implies that the firm is able to produce at relatively lower cost.  

 Gross Profit Ratio = Gross Profit* 100 / Total Assets 

(ii) Net Profit Ratio : 

                    This ratio establishes the relationship between the amount of net profit or net profit 

or net income and the amount of sales of revenue. It measures the efficiency of the management 

in generating additional revenue over and above the total cost of the operations. It rupee of sales 

to the owners funds. This Ratio is calculated by dividing the Net profit by sales. The net profit is 

obtained by subtracting operating expenses and income tax from the gross profit.  

 Net Profit Ratio = Net Profit after Tax × 100 / Sales  

 



 

(iii) Return On Asset Ratio: 

       Return on Asset Ratio reflects the return earned by the firm for the shareholder of the 

business on the investment of all the financial resources committed to the business. This Ratio 

can be calculated profit of tax divided by Total Assets.  

 Return On Asset Ratio = Profit After Tax × 100 / Total Assets  

(iv) Return On Equity:  

           Common or ordinary shareholders are entitled to the residual Profits. The rate of dividend 

is not fixed the earning may be distributed to shareholders or retained in the business. 

Nevertheless, the net profits after taxes represent their return. A return on shareholders’ equity is 

calculated to see the profitability of owner’s investment. The shareholders equity or net worth 

will include paid up share capital, Share premium and reserves and surplus less accumulated 

losses. Net worth can also be found by subtracting total liabilities from assets. The return on 

equity is net profit after taxes divided by shareholders equity.  

 Return on Equity = Profit after tax / Net Worth 

 

(v) Earnings Per Share :  

                The profitability of the shareholders investment can also be measured in many other 

ways. One such measure is to calculate the earnings per share. EPS calculations made over years 

indicate when or into the firms earning power on per share basis changed over that period. The 

EPS of the company should be compared with the industry Average and the earnings per share of 

the firms. The earnings per share is calculated by dividing the profit after taxes by number of 

equity shares.  

 Earnings per share = Profit After Tax / No .of Equity Shares  
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(Vi) Dividend  Per Share :  

     The net profits after taxes belong to shareholders. But the income, which they really receive, 

is the amount of earnings distributed as cash dividends. Therefore, a large number of present and 

potential investors may be interested in DPS, rather than EPS. DPS is the earnings distributed to 

distribute to ordinary shareholders dividend by the number of equity shares.  

 Dividend per share = Dividend on Equity Share Capital / No. of Equity Shares  

(vii)  Dividend Payout Ratio:  

 It is Ratio Dividend per share to earnings per share. It is calculated as: 

 Dividend Payout Ratio = DPS / EPS 

 

 

(viii) Operating Expenses Ratio:  

          The operating expenses ratio explains the change in the profit margin (EBIT to sales) 

ratios. This ratio is computed by dividing operating expenses i.e., Cost of goods sold plus selling 

expenses and general and administration Expenses by sales.  

 Operating expenses Ratio = Operating Expenses /sales. 
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CHAPTER- 5 

DATA ANALYSIS AND INTERPRETATION 

 

 

 

 

 

 
 

 

 

 

 



Data analysis :  

5.1 Current Ratio : 

Current Assets 

Current ratio =    

                            Current liabilities 

 

Table :5.1 Current Ratio 

Year Current assets Current liabilities Current Ratio 
   2014-15 924930771 640483773 1.44 

   2015-16 903365933 667337332 1.35 

   2016-17 927881750 695491322 1.33 

    2017-18 895974529 715196049 1.25 

    2018-19 1015867680 747229287 1.35 

 

Graph-5.1 Current Ratio 

 

Interpretation : 

As per above data , Current Ratio of  Kusalava International Ltd is decreased to 1.35 in the year 
2018-2019 due to increased in Current Assets in the form of  Inventories, cash and other current 
assets . 
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5.2 Quick Ratio : 

 

Quick Ratio     = 

 

Where quick assets= Current asset-Inventories- Prepaid expenses 

Table-5.2 Quick Ratio 

Graph-5.2 Quick Ratio 

 

 

Interpretation: 

By comparing the financial year 2014-2015 and 2018-2019, the quick ratio of the company is 
increasing from 0.91 to 1.03  and it is above the standard ratio. The Current assets are more than 
current liabilities in the financial year 2018 – 2019. The standard quick ratio is 1:1. 
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Quick Ratio 

Year Quick assets Current liabilities Quick Ratio 
   2014-15 583019009 640483773 0.91 

   2015-16 588491953 667337332 0.88 

   2016-17 687360382 695491322 0.98 

    2017-18 630656728 715196049 0.88 

    2018-19 775177566 747229287 1.03 

Quick assets 

Current liabilities 
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5.3 Net Working Capital Ratio : 

  Net working Capital Ratio  =      Net working Capital  

                                                               Net assets  

           Net working capital= Current assets- current liabilities 

          Net assets =Fixed assets + (current Assets-current liabilities) 

Table -5.3 Net working capital ratio 

Year Net working capital Net assets Net working capital 
Ratio 

   2014-15 284446998 420719148 0.67 

   2015-16 236028601 584525171 0.4t  

   2016-17 232390428 558095262 0.41 

    2017-18 180778480 484107456 0.37 

    2018-19 268638393 559150385 0.48 

Graph-5.3 Net working capital ratio 

 

 

Interpretation: 

By comparing the financial year 2014-2015 to 2018-2019 ,  Net working  capital ratio decreased 
from 0.67to 0.48 ,because Trade payables,  Other current liabilities, have  decreased during the 
year . Current liabilities are more than the Current assets. 
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5.4 Debt-equity ratio : 

         Debt –equity ratio = 

 

Where outsiders funds =debentures +current liabilities 

Share holders funds     = equity share capital +preference share capital + capital reserves 
+general reserves –net loss . 

Table 5.4 Debt-equity ratio 

Year Outsiders fund Share holders funds Debt-equity Ratio 
   2014-15 640483773 448753907 1.42 

   2015-16 667337332 460793314 1.44 

   2016-17 695491322 419865621 1.65 

    2017-18 715196049 427797842 1.67 

    2018-19 747229287 485064959 1.54 

Graph 5.4 Debt –equity ratio 

 

Interpretation: 

When compared from financial year 2014-2015 and 2018-2019 the debt to equity ratio is 
increased from 1.42 to 1.54 , because  Capital reserves  ,Equity share capital is increased during 
the year .A ratio less than the standard ratio indicate that the portion of assets provided by  
stockholders is greater than the portion of assets provided by creditors . 
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5.5  Proprietary ratio or equity ratio : 

 

           Proprietary ratio  = 

 

Table -5.5 Proprietary Ratio 

Year Shareholders fund Total assets Proprietary Ratio 
   2014-15 448753907 1378611685 0.32 

   2015-16 460793314 1410839970 0.33 

   2016-17 419865621 1316449245 0.31 

    2017-18 427797842 1297572460 0.32 

    2018-19 485064959 1408962950 0.34 

Graph -5.5 Proprietary ratio 

 

Interpretation: 

By comparing the financial year 2014-2015 and 2018-2019 , the propriety ratio of the company 
is increased from 0.32 to 0.34 because the company’s shareholders funds increased and the total 

assets of the company. 
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5.6 Fixed Assets Turnover Ratio: 

Fixed assets turnover ratio is an activity ratio which measures how efficiently a company 
is generating revenues using its fixed assets. The ratio is defined as  

 

Fixed Assets Turnover Ratio = 

 

Net fixed assets= Fixed Assets –Depreciation 

Table -5.6 Fixed Assets Turnover Ratio 

Year Sales Net Fixed Assets Fixed Assets Turnover 
Ratio 

   2014-15 1717114535 325047297 5.28 

   2015-16 1827113372 272939163 6.69 

   2016-17 1973461302 261446623 7.54 

    2017-18 2068348648 243872430 8.48 

    2018-19 2270838228 225375909 10.07 

Graph -5.6 Fixed Assets Turnover Ratio 

 

Interpretation: 

Generally a high fixed assets turnover ratio indicates better utilization of fixed assets and a low 
ratio means inefficient or under utilization of fixed assets .The company's fixed assets   turnover 
ratio for the year 2014 - 2015 is 5.28 and it is that increased to 10.07 in 2018 - 2019  , because 
Depreciation is decreased during the year . 
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5.7 Inventory Turnover Ratio: 

Stock turnover ratio indicates the number of times the stock has turned over into sales in a year. 

 

  Inventory Turnover Ratio =    

    Average stock 

Cost of goods sold = Opening stock+ Purchases - Closing stock  

Average stock = Opening stock + Closing stock /2 

Table-5.7 Inventory Turnover Ratio : 

Year Cost of goods sold Average Stock Inventory Turnover 
Ratio 

   2014-15 746452259 187584856 3.97 

   2015-16 778461233 328392871 2.37 

   2016-17 813770460 277697674 2.93 

    2017-18 842798620 252919585 3.33 

    2018-19 1039610247 385662858 2.6 

Graph-5.7 Inventory Turnover Ratio 

 

Interpretation: 

The Inventory Turnover Ratio of the company has  decreased  from  3.97 to 2.60 in the financial 
year 2014- 2015 to 2018 -2019  , because Closing stock price is decreased during the year . 
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5.8 Return on Assets (ROA) Ratio: 

Return on assets (ROA) is profitability ratio which measures how effectively a business has used 
its assets to generate profit. It is calculated by dividing net income for the period by the average 
total assets. 

               Return On Assets Ratio    = 

                                      

 
 
 

Table 5.8 Return on Assets (ROA) Ratio: 
Year Annual  Net Income  Average Total Assets Return on Assets Ratio 

   2014-15 1717114535 296165079 0.63 

   2015-16 1827113372 1394725828 1.31 

   2016-17 1973461302 1347530465 1.46 

    2017-18 2068348648 1307010852 1.58 

    2018-19 2270838228 1353267705 1.67 

 

Graph-5.8 Return On Assets Ratio 

 

 

Interpretation: 

The standard ratio for return on assets is 5% but the company is having low percentage of return 
on assets ratio when compared from financial year 2014-2015 and 2018-2019 the return on assets 
is increased from 0.63to 1.67. 
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5.9 Interest Coverage Ratio:  

It indicates the ability of a firm to meet its interest obligation. It used to test the firm's 
debt servicing capacity.                    

            

          Interest Coverage  Ratio  = 

 

Table -5.9 Interest Coverage Ratio 

Year Profit before interest& 
Tax 

Fixed interest charges Interest Coverage 
Ratio 

   2014-15 51935719 57878920 0.88 

   2015-16 59077190 65788240 0.89 
   2016-17 95986969 57656132 1.66 

    2017-18 102451036 50142302 2.03 

    2018-19 123121738 50535066 2.43 

Graph-5.9 Interest Coverage Ratio 

 

Interpretation: 

The interest coverage ratio of the company in the financial year 2014 -2015 is 2.24 and it was 
increased 0.88 to 2.43 in 2018 – 2019, because the earnings before interest and taxes of the 
company greater than the interest. 
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5.10 Gross Profit Ratio: 

This ratio shows that the margin left after meeting manufacturing costs. It measures the 
efficiency of production as well as pricing. It is calculated by dividing the gross profit by sales.  

 

         Gross Profit Ratio =  

 

Gross Profit = Net Sales - Cost of goods sold. 
 

Table 5.10 Gross Profit Ratio: 
Year Gross Profit Net Sales Gross Profit 

Ratio 
   2014-15 970662276 1717114535 56.52% 

   2015-16 104865123 1827113372 57.39% 
   2016-17 1159690773 1973461302 58.76% 

    2017-18 1225550028 2068348648 59.25% 

    2018-19 1256877204 2270838228 55.34% 

Graph-5.10 Gross Profit Ratio 

 

Interpretation: 
 
Gross profit should be sufficient to cover all expenses and to provide profit. A consistent 

improvement in gross profit ratio over the past years is the indication of continuous 

improvement. The company's gross profit ratio for the year 2014 - 2015 is 56.52 %and it the 

increasing s to 55.34 %to and later on it has been decreasing the year 2018 - 2019. As the gross 

profit ratio has been in the decreasing trend, it indicates that the performance of the business has 

come down and there are  much of profits available for the firm. 
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CHAPTER-6 

FINDINGS, SUGGESTIONS AND CONCLUSION 

 

 

 

 

 

 
 

 

 

 

 



 

Findings: 

 After analyzing the financial position of Kusalava International Ltd through ratio analysis 

the following points have been compared for the 5years. 

 The company maintains the current ratio which was below the standard ratio because the 

current liabilities are increased than the current assets of the company. 

 The quick ratio of the company is less than the standard form because the company 

maintains low current liabilities. 

  Net working capital ratio of the company decreased from year to year , because the net 

working capital of the company is less than its net assets. 

 The debt equity ratio of the company is increasing during the  period . The company 

maintains more  debt equity ratio when it was compared with the standard form.  

 The  proprietary  ratio is gradually  increased during the period. 

 Fixed assets turnover ratio of a company maintains the  high sales and low net fixed 

assets during the period. 

 Inventory turnover ratio is decreased during the period . 

 The interest coverage ratio of the company increased from year to year and the company 

easily meets the obligations regarding the  interest . 

 The sales of the company were also increasing. 
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SUGGESTIONS : 

 The company needs to invest more amounts on current assets .The only , the company 

able to meet the obligations. 

 Suggesting using the trendy machinery with the new techniques for new productivity. 

 The sales of the company were good and the company should maintain the same level. 

 The company already maintained the low debt-equity ratio . Now , it needs to continue in 

future years. 

 The company needs to maintain the high proprietary ratio and it indicates the financial 

strength of the company. 

 The company needs to maintain high interest coverage ratio  . Then  only , there is a 

safety of interest payments on debt and surplus for the shareholders. 
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Conclusion: 

Therefore , much can be learnt about a firm from a careful examination of its financial 

statements as invaluable documents /performance analysis . Users of financial statements can be 

further insight about financial strengths and weakness of the firm if they properly analyze 

information reported in these statements. Management should be particularly interested in 

knowing financial weakness of the firm to take suitable corrective action. The plans of the firm 

should be laid down in view of the firm’s  financial strengths and weakness .Thus ,financial 

analysis is starting point for making plans , before using any sophisticated forecasting and 

planning procedures. Understanding the past is a pre-requisite for anticipating the future. 
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Appendix 

 

 

 



Particulars. 
 

31.3.2014 31.3.2015 31.3.2016 31.3.2017 31.3.2018 

I.EQUITY AND LIABILITIES  
(1) Shareholder’s Funds 
(a) Share Capital  
(b) Reserves and Surplus  
(c) Money Received Against Share Warrants 
 
(2) Share Application Money Pending 
Allotment 
 
(3) Non-Current Liabilities  
(a) Long-term Borrowings  
(b) Deferred Tax Liabilities  (Net) 
(c) Other Long term Liabilities  
(d) Long Term Provisions  
 
(4) Current Liabilities  
(a) Short Term Borrowings  
(b) Trade Payables 
(c) Others Current Liabilities 
(d) Short Term Provisions  

 
 
125000000 
323753907 
         - 
 
 
 
 
239630121 
  33837520 
  15906364 
         - 
 
 
358042268 
221886596 
  24939933 
  35614976 
 
 
 

 
 
125000000 
325793314 
        - 
 
 
 
 
202486072 
  28319090 
  51904163 
           - 
 
 
411326306 
192331617 
  18670164 
  45009244 
 
 

 
 
125000000 
294865621 
         - 
 
 
 
 
121863480 
  24783694 
  54445128 
         - 
 
 
415511327 
191940390 
  30865844 
  57173761 

 
 
125000000 
3027977842 
          - 
 
 
 
 
122677098 
  22046978 
    9854492 
           - 
 
 
407579107 
214282723 
    3454368 
   58792832 

 
 
125000000 
360064959 
        - 
 
 
 
 
149902208 
16181965 
   10584531 
         - 
 
 
473198395 
189916126 
 16630888 
67482878 

TOTAL 1378611685 1410839970 1316449245 1297572460 1408962950 

II.ASSETS 
(1) Non-Current Assets 

(a) Property, Plant and Equipment  
(i) Tangible Assets  
(ii) Intangible Assets  
(iii) Capital Work-in-

Progress  
(iv) Intangible Assets under 

Development 
(b) Non-Current Investments  
(c) Deferred Tax Asset (Net) 
(d) Long Term Loans and 

Advances   
(e) Other Non-Current Assets  

(2) Current Assets  
(a) Current Investments  
(b) Inventories  
(c) Trade Receivables  
(d) Cash and Cash Equivalents  
(e) Short-Term Loans and 

Advances  
(f) Other Current Assets  

 
 
 
386849715 
    5422435 
          - 
 
         - 
 
58073343 
        - 
        - 
   3335421 
 
        - 
341911762 
357559527 
  41013426 
  43172705 
141273351 

 
 
 
344111884 
    4387686 
        - 
 
         - 
 
348499570 
  60523343 
         - 
  96227511 
 
           - 
314873980 
381179185 
  51482966 
  65274666 
  90555136 

 
 
 
316592635 
    3352936 
    5759260 
 
          - 
 
325704834 
  60523343 
          - 
   1111807 
 
          - 
240521368 
388222228 
105330810 
  88110447 
105696898 

 
 
 
300375247 
 2953729 
          - 
 
           - 
 
97971443 
- 
     297511 
         - 
 
         - 
265317801 
438233676 
55404935    
  56048963 
  80969154 

 
 
 
287702079 
2362985 
446928 
 
          - 
 
979714333 
         - 
   4611835 
          - 
 
           - 
240690114 
529869441 
718953578     
   43402721 
129951827 

TOTAL 1378611685 1410839970 1316449245 1297572460 1408962950 

Balance sheets of 5years as at Kusalava International Ltd  

 
(Amt.in.Rs) 
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INTRODUCTION 
 

 

Finance is “the life blood of any business activity”. Finance function has become so 

important that it has given birth to financial management as a separate subject. So, this 

subject is acquiring universal applicability. Financial Management is that managerial activity 

which is concerned with the planning and controlling and of the firm’s financial resources. 

As a separate activity or discipline is of recent origin it was a branch of economics till 

1890.Still today of knowledge of its own and it draws heavily on economy for its theoretical 

concepts. 

 

The subject of Financial Management is of immense interest to both academicians and 

practicing managers. It is of great interest to academicians because the subject is still 

developing and there are there are still certain areas where controversies exist for which no 

unanimous solutions have been reached as yet. Practicing Managers are interested in this 

subject because among the most crucial decisions of the firm are those which relate to finance 

and an understanding of the theory of financial management provides them with conceptual 

and analytical insights. 

 

Financial Statement Analysis:- 

Financial statements are prepared primarily for decision making. They play a dominant role 

in setting the frame work of managerial decision. But the information provided in the 

financial statements is not an end in itself as no meaningful conclusions can be drawn from 

these statements alone. However, the information provided in the financial statements is of 

immense use in making decisions through analysis and interpretation of financial statements. 

 

 Financial analysis is ‘the process of identifying the financial strengths and weakness of the 

firm by properly establishing relationship between the items of the balance sheet and the 

profit and loss amount. There are various methods or techniques used in analyzing financial 

statements, such as comparative statements, trend analysis, common-size statements, 
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schedule of changes in working capital, funds flow and analysis, cost volume profit analysis 

and ratio analysis. 

 

 

 

Meaning Of Financial Statement Analysis:-  

   The term financial analysis also known as analysis and interpretation of financial 

statements, refers to the process of determine financial strength and weakness of the firm by 

establishing strategic relationship between the items of the balance sheet, profit and loss 

account and oilier operative data. 

 
 In the words of ‘Myers’,” financial statements analysis is largely study of relationship among 

the various financial factors in a business as disclosed by a single- set of statements and study 

of the trend of these factors as shown in a series of statements”. 

 
The analysis and interpretation of financial statements is essential to bring out the mystery 

behind the figures in financial statements. 

 

 

Meaning And Definition Of Cash Flow Statement:- 

               The meaning of the Cash flow statement of an enterprise or entity is such that it is 

the additional statement prepare in addition to the basic documents i.e., Balance-sheet and 

profit& loss Account prepared so as to give a clear view of the flow of cash in to the main 

activities of the entity classifying in to operational, investment and financing.Operational 

activities are those activities which are mainly engaged by the entity by which the net results 

is ascertained by preparing the operating statement such as profit& loss Account or Income & 

Expenditure account.Investment activities are those activities which are undertaken by the 

entity for long range expansion plans and which are properly reflected in the balance-sheet.  

 

Financing activities are those by which the entity raises long term as well as short term debts 

are raise by the company either from banks, financial institutions or by the promoters to meet 

the requirements of the entity.The most important thing to be noted that all these activities are 

to be considered aw composite and collectively form part of the cash flow statement. A cash 
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flow statement can thus be defined as “The composite statement of the entity for as defined 

period which clearly highlights how the cash is being generated from different activities of 

the entity and how it is further being disposed or dispensed with”. 

 

 

 

 

NEEDFORTHESTUDY 
 
 

    The cash flow statement&analysis have become so important that more extends coverage 

is required. In essence cash flow statement is funds statement prepared on the basis of fund 

defined in term of cash equivalent. The cash flow analysis have however been extended to 

certain uses that are more or less foreign to prior fund statement usage. Usually cash flow 

statement is prepared in T format. Cash flow statement summaries sources of cash in 

flow&uses of cash out flow of the firm during a particular period of time. The projected cash 

flow statement is prepare month wise,so that it can be useful in presenting information of 

excess cash in some month&shorted of cash in others. By making available such information 

in advance,the cash flow statement unable the management to revise the plan,in the month 

when cash receipts are expected to be greater than such payment. Bank overdraft can be 

repay, short term government security can be purchased,and cash discount can be availed&so 

on. Likewise, in the month when cash payment are expected to exceed receipt, the firm would 

be required to arrange for bank overdraft or sale it marketable security. 
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OBJECTIVESOFTHESTUDY 
 

 

 To know the cash flow in operating, investing and financing activities. 

 To find out the liquidity position. 

 To know the movement of cash in the organization. 

 To draw conclusion and suggest suitable measures to overcome the problems if 

any andto improve its performance. 
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SCOPEOFTHESTUDY 

 
 
 

 The present study is undertaken mainly to analyze the financial performance of 

“Atma Lubricants & Specialities Ltd ” during the period 2014-2019. 

 The study focused only cash flow analysis of AtmaLubricants&Specialities Ltd.  

 The study includes various aspects regarding the future plans and diversification 

activities of the study covers including the trends of various components of cash 

flows.  

 The study covers including the trends of various components of cash flows. 
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METHODOLOGYOFTHESTUDY 

 
 

   The Methodology  used to collect information and data for the purpose of making business 

decisions. The methodology may include publication research, interviews, surveys and other 

research techniques, and could include both present and historical information.  

 
   Methodology is a systematic process of collecting information in order to analyze and 

verifies a phenomenon. The collection of data is two principle sources. They are discussed as  

 
 Primary data  

 Secondary data 

Primary Data:- 

The primary data needed for the study is gathered through interview with concerned 

officers and staff, either individually or collectively, sum of the information has been 

verified or supplemented with personal observation conducting personal interviews with 

concerned officers of finance department of “Atma Lubricants&Specialities Ltd” 

Secondary Data:- 

The secondary data needed for the study was collected from published sources such as: 

1) Returns and internal records 

2) Reference from text books 
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3) Journal management. 

4) Magazines and internet 

5) Annual reports 

 

Further data needed for the study was collected from:- 

 Collection of required data from annual records of the company. 

 Reference from text books and journals relating to financial management. 

 

 

 

 

LimitationsofTheStudy 
 
 

 The accuracy of the study is based on the accuracy of the data presented in the annual 

reports of the company. 

 Time period was one of the main factors as only 45 days was allotted and the topic 

covered has a wide scope.  

 Cash flow statement can’t be equated with the income statement. 

 The statements contain only information that can be measured in monitory units. 

 Time and cost factor are another limitations. 
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INDUSTRY PROFILE 
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INDUSTRYPROFILE 
 
 
 

Introduction:- 

   The  Basic function of a lubricant are friction and wear reduction, heat removal and Apart 

from important application in internal contaminant suspension combustion engines, vehicles 

and industrial gear boxes, compressors, turbines or hydraulic systems, there are vast number 

of other applications, which mostly require specifically tailored lubricants. Designing a 

lubricant to perform above stated functions in different systems is a complex task, involving a 

careful balance of properties both in the lube base stocks and the performance enhancing 

additives. Between 5000 and 10000 different lubricant formulations are necessary to satisfy 

more than 90% of all lubricant applications. 

 

                 Lubricants today are classified into two major groups: Automotive lubricants and 

Industrial lubricants. Automotive lubricants have to perform in different types of vehicles 

both petrol and diesel under/a variety of operating conditions. Modern vehicles are fuel 

efficient and comfortable with high levels of performance. They are required to meet 

stringent emission norms. Quality requirement of such lubricants are established by the 

Society of Automotive Engineers (SAE) and are specified in its classification system. 

Industrial lubricants can be subdivided into industrial oils and industrial specialties.  
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Specialties in this case are principally greases, metal working lubricants and solid lubricant 

films. Quality requirements for these types of lubricants are defined by original equipment 

manufacturers (OEM) and end users of the products. On the global lubricants market, 

automotive lubricants account for more than 60% of volumes sold. 

A Good Lubricants possess following characteristics;- 

 High boiling point 

 Low freezing point. 

 High viscosity index. 

 Stability to heat at working condition. 

 Corrosion preventive 

 

 

 

History:- 

  Romans used rags dipped in animal fat to lubricate wagon wheels; however the science of 

lubrication (tribology) really only took off with the industrial revolution in the nineteenth 

century. 

     A lubricant is a substance interposed between two surfaces in relative motion for the 

purpose of reducing the friction and wear between them. Lubricant provides a protective film 

which allows for two touching surfaces to be separated and "smoothed," thus lessening the 

friction between them and correspondingly less heat generation in the machine, thereby 

keeping the working temperature of machine parts within safe operating limits. Wear and tear 

of parts is thus greatly reduced resulting in fewer breakdowns, greater machine utility, lower 

maintenance cost and longer machine life. 

  The recorded use of lubricants dates back to almost to the birth of civilization, with early 

historical developments being concerned with the use of fats/oils of animal or vegetable 

origin in transportation or machinery. Ancient inscriptions dating back to 1400 B.C. show 

early examples of systematic lubrication with animal fats (tallow) being applied to reduce 

friction on chariot wheel axels. From these very early roots, efforts to reduce friction were 

dependent on relatively abundant animal and vegetable-based oils. 
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       During the middle ages (AD 450- 1450) there was a steady development in the use of 

lubricants, but it was not until AD 1600 - 1850 (particularly the industrial revolution in AD 

1750 - 1850) that the value of lubricants in decreasing friction and wear was recognized. 

     Colonel William Drakestruck oil on Aug.27, 1859; marking the birth of the petroleum 

industry.He drilled first oil well at Titusville, Pa in America in 1859 and his well-publicized 

oil well created a new way to supply an arguably superior oil product, which accelerated the 

move toward the use of mineral oil and hastened the birth of the petroleum age. Petroleum-

based oils were not widely accepted at first because they did not perform as well as many of 

the animal-based products. Raw crude did not make a good lubricant. But as the demand for 

automobiles grew, so did the demand for better lubricants. Lubricant manufacturers soon 

learned which crude made the best lubricants. In the 1920s, lubrication manufacturers started 

processing their base oils to improve their performance.   By 1923, the Society of Automotive 

Engineers classified engine oils by viscosity: light, medium and heavy. Engine oils contained 

no additives and had to be replaced every 800 to 1,000 miles.  

     By approximately 1930, solvent processing emerged as a viable technology for improving 

base oil performance using a fairly safe, recyclable solvent. Additives began to be widely 

used in 1947 when the API began to categorize engine oils by severity of service: regular, 

premium and heavy-duty. Additives were used to extend the life only in premium and heavy-

duty oils. In 1950, multigame oils were first introduced which improved the hot and cold 

performance of the oil. For several decades, the lubricants industry continued to rely heavily 

on additive technology to improve the performance of finished oils. Lubricant quality 

improved significantly only when the additive chemistry improved.  

       Modern lubricants are formulated from a range of premium base fluids and advanced 

additive chemistry. The base fluids has several functions but primarily it is the lubricant 

providing a fluid layer separating moving surfaces or removing heat and wear particles while 

keeping friction at minimum. Many of the properties of the lubricant are enhanced or created 

by. 
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Nature of the Lubricants :- 

         A lubricant (colloquially, lube) is a substance (often an I liquid) introduced between 

two moving surfaces to reduce the friction and wear between them. A lubricant provides a 

protective which allows for two touching surfaces to be separated and "smoothed," thus 

lessening the friction between them. Lubricants chemically interact with all surfaces so that 

contact only occurs with the smooth and free lubricant. By this process, abrasive particles are 

dissolved into the lubricant, thus making them also very good solvents and cleaners. 

Petroleum-based lubricants like Vaseline  to dissolve petroleum products such as rubber and 

plastic, while water- based lubricants tend to dissolve polar chemicals (like water and dirt); 

hence the additives. The lubricant must be replaced when it has dissolved to saturation, 

because the inability to dissolve additional abrasive debris allows abrasive. Practices to 

scrape against or become lodge in the working surfaces, thus introducing a margin for 

physical contact between them. Lubricants which dissolve working surfaces (like the 

petroleum products Vaseline with rubber)defeat their purpose by corroding the smooth 

surfaces by their own dissolving power, thus compromising structural integrity, surface 

smoothness, and system- wide contamination. 
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  One of the single largest applications for lubricants, in the form of motor oil, is to protect 

the internal combustion engines in motor vehicles and powered equipment. Typically 

lubricants contain 90% base oil (most often petroleum called mineral oils) and less than 10% 

additives. Vegetable oils or synthetic liquids such as hydrogenated polyolefin's, esters, 

silicone, fluorocarbons and many others are sometimes used as base oils. Additives deliver 

reduced friction and wear, increased viscosity, improved viscosity index, resistance to 

corrosion and oxidation, aging or contamination, etc.  

 

   Lubricants such as 2-cycle oil are also added to some fuels. Sulfur impurities in fuels also 

provide some lubrication properties, which have to be taken in account when switching to a 

low-sulfur diesel; bio-diesel is a popular diesel fuel additive providing additional lubricity. 

 

     Non-liquid lubricants include grease, powders (dry graphite, PTFE, .Molybdenum 

disulfide, tungsten disulfide, etc.), Teflon tape used in plumbing, air cushion and others. Dry 

lubricants. 

 

 

 

 Such as graphite, molybdenum disulfide and tungsten disulfide also offer lubrication at 

temperatures (up to 350°C) higher than liquid and oil-based lubricants are able to operate. 

Limited interest has been shown in low friction properties of compacted oxide glaze layers 

formed at several hundred degrees Celsius in metallic sliding systems, however, practical use 

is stil1 many years away due to their physically unstable nature.  

 

     Another approach to reducing friction and wear is to use bearings such as ball bearings,' 

bearings or air bearings, which in turn require internal lubrication themselves, or to use 

sound, in the case of acoustic lubrication. 

 

   In addition to automotive and industrial applications, lubricants are used for many other 

purposes, including as a personal lubricant, bio-medical applications (e.g. lubricants for 

artificial joints) and others.  

 

  Materials (petroleum-based or synthetic, and including greases); solids (such as graphite, 

molybdenum disulfide, soft metals, waxes, and plastics); and gases . 
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Limited interest has been shown in low friction properties of compacted oxide glaze layers 

formed at several hundred degrees Celsius in metallic sliding systems, however, practical use 

is stil1 many years away due to their physically unstable nature. 

 

General Composition:- 

Lubricants are generally composed of a majority of base oil and a minority of additives to 

impart desirable characteristics. 

 

 

 

 

 

 

 

 

 

 

 

The Background:-  

 

  These are exciting times for the lubricant industry in India. Each one of the vast contingent 

of 22 Multinationals and a total of 80 big & small players are vying for a pie of Rs.5, 500 

Crore market. Compared to the average World consumption of 35 Million tons per annum & 

Asia-Pacific region consumption of 7.5 million tones, the Indian lube industry with annual 

demand of 1 million tons is just behind Japan and China in Asia having a demand growth rate 

of 4% compared to the World growth rate ranging between zero to 2%. That is the lubricant 

industry in India today.  

 

Prior to 1992 the lubricant industry in India was controlled by the 4 major Public Sector Oil 

companies namely Indian Oil, HPC,BPC & IBP and a handful of private companies like 
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Castrol, Gulf, Tidewater & others. With the distribution & canalization of base oil import 

being controlled by the Government of India, the duty on lube base oils from 85% to 30% 

and gradual scrapping of administered pricing observed the announcement of almost a new 

lube venture every month during 1994. Most of the new entrants formed associations with 

Indian companies both in the Private & Public sectors. All these new entrants are targeting 

for a very small share of the market considering that even 1% market share means a sale of 

Rs.55Crores.  

The Indian Oil controlled 54% of the lubricant market out of total PSU's market share of 

more than 90% during 91-92. The Government policy of deregulation followed by entry of 

multinationals through JVCs had its effect on the market dominance of PSUs. This has been 

followed by sudden entry of lot many players, each one claiming to have some international 

collaboration and a `foreign' brand name. This had its initial impact and illusions in the 

market and the market became more volatile. During these phases marketing channels of 

distribution had drifted from petrol stations to bazaar trade. 

 

 

 

 

 

 

 

 

 

The Marketing Channels:- 

The marketing channels for automotive lubricants in India consist of the following,  

 Petrol Stations 

 Wholesale Distributors 

 Lube Oil Shops 

 Auto Spare Shops 

 Authorized Service Stations 

 Garages Super Markets. 
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 Rural & Agricultural dealer 

 

Lubricant Industry Segmentation:- 

 The lubricant industry can be divided into two major categories i.e., Automotive & Industrial 

brand of lubricants. The industrial segment basically comprises of Core Sector industries like 

Defense, Railways, State Transport Undertakings, Steel Plants, Coal Mines, Fertilizers, 

Power Houses, and Chemicals & Heavy Engineering Industries. In the industrial segment, the 

PSUs could successfully maintain their stronghold due to the reasons that the requirement is 

most end use specific, customer focused, productivity linked & service oriented. Here, price, 

quality, performance track record, R&D infrastructure for technology up gradation and 

product development for end use specific application & after sales service play the most 

significant role & FMCG techniques of promotion and creating illusions takes a back seat. 

Indian Oil virtually dominated and continues to dominate this sector through their proven 

track record of quality product and vast network of professionalized pre sales & after sales 

services. But the automotive segment which accounts for major share i.e., 67% of the 

lubricant market became soft target for new entrants and here private sector players could 

immediately consolidate their market share by adopting FMCG techniques. PSU oil 

companies in general and IOC in particular initially restricted their channel of distribution 

through their large infrastructure of marketing network i.e., petrol stations & distributor 

network. The focus happened to be on ensuring quality & customer accountability and restrict 

mushrooming of spurious trade in bazaar through the marketing channels where some kind of 

control could be exercised by the company. The major thrust put by Industry leader like 

Indian Oil at this juncture was to promote brand visibility and creation of brand image 

through endorsement, TV advertisements, & image building at Retail sites.  

Types of Lubricants:- 

Elastohydrodynamic Lubrication by this method can be divided into four basic types or 

regimes.  

 Hydrodynamic or Full Fluid Film Lubrication 

 Boundary lubrication 

 Mixed Film Lubrication 

 

Functions of the Lubricants:-  
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   Lubricants perform the following key functions. 

 Keep moving parts apart  

 Reduce friction  

 Transfer heat  

 Carry away contaminants & debris  

 Transmit power  

 Viscosity index improvers  

 Demulsifying/Emulsifying  

 Protect against wear  

 Prevent corrosion  

 Seal for gasses  

 Stop the risk of smoke and fire of objects  

 
 
Additives:-  

                A large number of additives are used to impart performance characteristics to the 

lubricants. The main families of additives are: 

 Antioxidants  

 Detergents  

 Anti-wear  

 Metal deactivators  

 Corrosion inhibitors, Rust inhibitors  

 Friction modifiers  

 Extreme Pressure  

 Anti-foaming agents  

 Viscosity index improvers  

 Complexing agent (in case of greases)  

Societies and Industry Bodies:- 

 American Petroleum Institute (API) 
 Society of  Tribologists and Lubrication Engineers (STLE) 
 National Lubricating Grease Institute (NLGI) 
 Society of Automotive Engineers (SAE) 
 Independent Lubricant Manufacturer Association (ILMA) 
 European Automobile Manufacturers Association (ACEA) 

http://en.wikipedia.org/wiki/American_Petroleum_Institute
http://en.wikipedia.org/wiki/Society_of_Tribologists_and_Lubrication_Engineers
http://en.wikipedia.org/wiki/National_Lubricating_Grease_Institute
http://en.wikipedia.org/wiki/Society_of_Automotive_Engineers
http://en.wikipedia.org/wiki/Independent_Lubricant_Manufacturer_Association
http://en.wikipedia.org/wiki/European_Automobile_Manufacturers_Association
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 Japanese Automotive Standards Organization (JASO) 
 

Lubricants Industry in India:- 

  There is a deregulation and increased competition in the lubricant industry in India.This 

analyzes market trends and channels for distribution and sales of lubricants. India is the sixth 

largest lubricant market in the world.     

 

      India is the sixth largest lubricant market in the world with approximate revenues of over 

Rs.70 billion in 2005 and growing at 4-5% annually. The automobile market accounts for a 

large share of lubricant sales, particularly the diesel engine-based vehicles. Key market 

drivers are the growing demand for four-stroke motorcycles, passenger cars, tie-ups with 

original equipment manufacturers, and the implementation of new pollution norms. 

 

                Until 1993, the Indian lubricant market was highly regulated, clearly dominated by 

the public sector, with Castrol the only notable private player. As with other sectors, 

liberalization of the Indian economy brought many changes in the lubricants industry 

including the entry of foreign players. The pricing of base oil was deregulated in a phased 

manner and it is market determined now. Reduction of custom duties, decimalization and 

removal of quantitative restrictions under which base oil stock was allotted to the users on a 

quota basis, have also led to the growth in this sector. 

 

 

 

 

 

 

Lubricants in the World:- 

  world  Lubricants to 2010 - Market Research, Market Share, Market Size, Sales, Demand 

Forecast, Market Leaders, Company Profiles, Industry Trends. 

 

http://en.wikipedia.org/wiki/Japanese_Automotive_Standards_Organization
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Global demand for lubricants will reach 41.8 million metric tons in 2010. Gains will by 

driven by increasing motor vehicle ownership and use and growth in manufacturing activity. 

Engine oils will continue to claim over half of demand, while process oils will grow the 

fastest. Manufacturing markets will lead gains. 

 

 This study analyzes the $35.7 billion world lubricant industry. It presents historical demand 

data for 1995, 2000 and 2005 and forecasts to 2010 and 2015 by lubricant formulation (e.g., 

petroleum, synthetic, re-refined, vegetable-based), by product (e.g., engine oils, process oils, 

hydraulic fluids, metalworking fluids), by market (e.g., motor vehicle aftermarket, 

manufacturing), by world region and for 31 major countries. 

 

                The study also considers market environment factors, details industry structure, 

evaluates company market share and profiles 32 major players including Shell, Exxon Mobil, 

BP, Chevron, Petro China, Total, Sinopec, and Lukoil. 

 

The development of lubricants is linked to the specific applications and application methods. 

On average, lubricating oils, which account for about 90% of lubricate consumption, consist 

of about 93% lube base stocks (Oils), and 75 chemical additives and other components. Base 

stocks used to formulate lubricants are normally of petroleum origin along with synthetic and 

vegetables oils, which may be incorporated for specialized applications. 

 

 The top 1% of the world’s manufacturers of finished lubricants accounts for more than 60% 

of global sales; the other 99% share less. 

 

 

 

 

 

 

 

Lubricant Market:-  
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   The global lubricant market in the past 10 years has undergone dramatic changes due to 

industry consolidation. The industry has witnessed overall flat demand, sharp shifts in 

consumption, increased competition and greater pressure on profits.  

 

   World lubricants demand   has remained flat around 38 MT/ A since 1991, despite some 

regional bright spots. Asia's demand grew 28.2% over the decade, but lube markets in central 

and Eastern Europe (including Russia) shriveled to half of what they were in 1980s, while 

Western Europe fell nearly 10%. For the year 2000, Africa consumed 4.9% of total world 

lubricants demand. The Centre for European Economic Research has forecast the long-term 

lubricant demand by region up to year 2010. 

 

 As per their estimates the world would consume a little over 40 MT of lubricants in the year 

2010, with Africa accounting for 1.805 MT thus showing a growth of 2.6% over the years, 

against the total overall growth of 11.5% through 2010 as predicted by the study.   

 

Demand and Growth:- 

    The global demand for Lubricants will reach 41.8 million metric tons in 2015. Genies will 

by driver by increasing motor vehicles owner ship, use and growth in manufacturing 

activities. Demand for lubricants is forecast to increase one percent per year through 2006 to 

2.8 billion gallons, valued at  $ 8.3billions.Growth is expected to accelerate  as the industry 

recovers from a weak 2001 base, with advances coming primary from process oil and higher  

performance. 
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COMPANYPROFILE 

 
 

Atma Lubricants & Specialties Ltd is a professionally managed company established under 

the Companies Act (1 of 1956) in the year 1995. The company has started its commercial 

production and marketing operations in the year 1999 after establishing required 

infrastructure for processing and marketing of Automotive, Industrial Lubricants and 

Specialty Oils.  

The main objects of the Company on its incorporation are, to engage in the Business of 

Processing, Blending, Compounding, Testing, Packing, Repacking, Selling, Marketing, 

Exporting and Importing, Transporting of Lubricants and other related products like Brake 

fluids, Lubricating greases from Indigenous, imported base stocks and other raw materials, 

and to deal in lube base stocks, mineral oils, Synthetic Base Stocks, Additives, and other 

Specialty. 

The company has installed a capacity of 4,500 kl per year (1,500 kl per year in a single shift) 

and other testing facilities for processing and Blending of various Lubricant Base Stocks and 

process oils with chemicals and additives to produce Automotive, Industrial Lubricants and 

Specialty Oils to meet the National / International / Customer established specifications to 

achieve customer satisfaction and to cater the lubricants requirements of Replacement 

Market, Fleet Owners, Institutions, Road Transport Organizations, OEM’s, Corporations and 

other Small, Medium and Large Scale Sector / Industries in Maharashtra and Southern States 

of India. The company has started its commercial production and marketing operations in the 

month of May 1999. 

Presently, the company is concentrating to meet the requirements of the replacement market 

in the State of Andhra Pradesh by direct marketing through Dealer network. 

The company is in the process of establishing Sales / Marketing strategies to cater the 

requirements in Tamilnadu, Karnataka, Kerala, Orissa and Maharashtra states to achieve 

100% capacity utilization through appointing Dealers/ Stockiest/ Distributors/ Agents. 
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The company has established infrastructure facilities in such a way to double its capacity i.e., 

9000 kl. per year (3000 kl. per year in a single shift) in the same premises. The registered 

office and factory of the company is located at 54-5-41, 5th road, Autonagar, Vijayawada - 

520007. 

Processing & Blending:- 

ISO 9001 certification by D.N.V on processing & blending activity. Facilities for processing 

& blending of various Lubricants & Specialty Oils, process Oils of wide viscosity range from 

2cst-1700cst [KV@400C] confirming to SAE/ISO VG grades. 

Wide Viscosity Grades:- 

 Auto Engine lubricants ranging from SAE10W – SAE60  

 Auto Gear lubricants ranging from SAE75 – SAE 250, Industrial lubricants ranging  

 From ISO VG 2 – ISO VG 1500, Specialty & process Oils as per standard/user 

viscosity requirements. 

 Capacity to blend up to 4500 kl/ p.a. 

 Infrastructure availability to enhance capacity up to 9000 kl/ p.a. 

 Good track record in adhering to blending & packing schedule. 

 Quantities/volumes are assured @29.50 C by taking volume corrections at actual 

filling temperature. 
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Calibration:- 

All inspection, testing, measuring equipment / devices / gauges / reagents are calibrated 

periodically at defined frequency with in-house/National & International traceability. 

Inputs: 

Base Oils :- 

 All Automotive & Industrial Lubricants are processed from High Viscosity Index Group I 

base stocks. Imported Hydro finished base stocks are used for premium quality engine oils, 

Hydraulic oils. Regular availability of all paraffinic, Naphthenic, Aromatic base oils. 

Additives:- 

 Performance additive packages are blended to improve the quality of the lubricants to 

perform well in actual operating conditions to enhance lubricant and equipment life.  

Vision:- 

“To be one of the leaders in lubricants and speciality oils processing industry in small scale 

sector in India". 

Manufacturing Process:- 

 Lube oil is extracted from crude oil, which undergoes a preliminary purification 

process (sedimentation) before it is pumped into fractionating towers. A typical high-

efficiency fractionating tower, 25 to 35 feet (7.6 to 10.6 meters) in diameter and up to 400 

feet (122 meters) tall, is constructed of high grade steels to resist the corrosive compounds 

present in crude oils; inside, it is fitted with an ascending series of condensate collecting 

trays. Within a tower, the thousands of hydrocarbons in crude oil are separated from each 

other by a process called fractional distillation. As the vapors rise up through the tower, the 

various fractions cool, condense, and return to liquid form at different rates determined by 

their respective boiling points (the lower the boiling point of the fraction, the higher it rises 

before condensing). Natural gas reaches its boiling point first, followed by gasoline, 

kerosene, fuel oil, lubricants, and tars.  
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Sedimentation:- 

The crude oil is transported from the oil well to the refinery by pipeline or tanker ship. 

At the refinery, the oil undergoes sedimentation to remove any water and solid contaminants, 

such as sand and rock that maybe suspended in it. During this process, the crude is pumped 

into large holding tanks, where the water and oil are allowed to separate and the contaminants 

settle out of the oil.  

Fractionating :- 

Next, the crude oil is heated to about 700 degrees Fahrenheit (371 degrees Celsius). At this 

temperature it breaks down into a mixture of hot vapor and liquid that is then pumped into the 

bottom of the first of two fractionating towers. Here, the hot hydrocarbon vapors float 

upward. As they cool, they condense and are collected in different trays installed at different 

levels in the tower. In this tower, normal atmospheric pressure is maintained continuously, 

and about 80 percent of the crude oil vaporizes.  

Filtering and Solvent Extraction:- 

After further processing to remove unwanted compounds, the lube oil that has been collected 

in the two fractionating towers is passed through several ultrafine filters, which remove 

remaining impurities. Aromatics, one such contaminant, contain six-carbon rings that would 

affect the lube oil's viscosity if they weren't removed in a process called solvent extraction. 

Solvent extraction is possible because aromatics are more soluble in the solvent than the lube 

oil fraction is. When the lube oil is treated with the solvent, the aromatics dissolve; later, after 

the solvent has been removed, the aromatics can be recovered from it. 

Additives, Inspection, and Packaging :- 

 Finally, the oil is mixed with additives to give it the desired physical properties (such as the 

ability to withstand low temperatures). At this point, the lube oil is subjected to a variety of 
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quality control tests that assess its viscosity, specific gravity, color, flash, and fire points. Oil 

that meets quality standards is then packaged for sale and distribution. 

 

 



 34 

 

  



 35 

Quality Policy:-  

Atma Lubricants & Specialities Ltd is established to cater Lubricating and Specialty oil 

requirements of the Industry through Processing, Blending, Testing, and Marketing and after 

Sales Service by complying with National, International and User defined Standards. 

                We, the employees & Business Associates of ALSL shall endeavor to achieve 

customer satisfaction by continual improvement in Quality, Productivity, Delivery, and Cost 

Reduction and after Sales Service in line with the growing expectations of customers. We 

shall also strive to achieve planned objectives and targets of the Organization and improve 

our Systems, Practices and Business performance. 

 We shall be committed to comply with the requirements of international standard on       

quality management system and continually improve its effectiveness in its true spirits 

through total employee involvement. 

 

Quality Objectives:- 

Quality Policy and vision is defined by the Management as mentioned in the 1st and 2nd page 

of ALSL/QSM/QP of this Quality Manual. Management is committed to implement its stated 

Quality Policy. Quality Policy is explained to all employees of the Organization. Quality 

Policy is displayed at various work places in the Organization. Management shall ensure that 

the Quality Policy is understood, implemented and maintained at all levels of the 

Organization. 

 

Corporate Objectives:- 

 To be a continuously profit making company.  

 To continually improve process and productivity by optimizing Manufacturing, 

Administration &Marketing Costs.  

 To upgrade existing Quality Management System to ISO 9001:2000 International 

Standard  
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 To implement e-commerce &e-CRM for achieving Customer Satisfaction by 

20042005  

 To comply with QS 9000 &IS 14000 by 2004-2005 &Certification by 2006-2007  

 To become a potential supplier to interested SSI/MSI/LSI and other institutions  

 To become a supplier for interested PSU's, RAILWAYS, Steel, Coal, Cement and 

other core sectors. 

 

General Requirements:- 

Atma Lubricants & Specialties Limited has established a quality management system in line 

with ISO 9001: 2000 standard as documented in this quality assurance manual to implement, 

maintain and continually improve its effectiveness.  

For the effective implementation of the quality management system, Atma Lubricants & 

Specialities Limited has identified all the required processes and their applications and the 

methods / criteria needed to operate and control effectively those identified processes 

throughout the organization. Sequence and interaction of the processes are framed out 

through the Sequence diagram. 

Appropriate process controls are established and documented in respective Procedures and 

Work Instructions of all processes to monitor, measure, and analyze the identified processes 

performance to achieve the planned results and continual improvement of these process Atma 

Lubricants & Specialties Limited does not outsource any process which affects the product 

conformity requirements.  

 

Product Range:- 

 Automotive Lubricating oils 

 Industrial Lubricating oils 

 Process oils 

 Specialty oils 

 Additional oil 
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Automotive Lubricating Oils:- 

 Premium Engine oil 

 Special Genuine HD MG Engine oil 

 Ultra C3 

 Milcee Engine oil 

 Pump set oils HD type 

 ZOOMER-EF 2T Engine oil 

 PremiumGL-5 Gear oil 

 Premium EP Gear oil 

 ST Gear oil       

 

 Industrial Lubricating Oils:- 

 Hydraulic oil 

 AW Hydraulic oil [Additive Type] 

 Anti-Wear Hydraulic oil 

 High-Spin AWH Hydraulic oil 

 Systems oils 

 MESH EP  [Industrial Gear oil] 

 Cylinder oil 

 

Process Oils:-  

 Rubber Extender Oil 

 Process oil 

 Rubber Process oil 
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Specialty Oils:- 

 KOOL CUT [soluble Cutting oil] 

 Rustic DW  [Rust Prevention oils] 

 Hi-Thermal Special 

 Quenching oils  [SM type] 

 Quenching oil- SPL [Additive type] 

 

Additional Oils:-  

 Quenching oils  [Compounding type] 

 Refrigeration oils 

 Shock Absorber oils 

 Calibration oils 

Atma is the only lubricant Processing & Blending Company in A.P certified with ISO 9002 

quality System. Our quality assurance Wing keep pace in setting quality standards. 
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THEORETICALFRAMEWORK 
 

 

Meaning And Definition Of Cash Flow Statement:- 

The meaning of the Cash flow statement of an enterprise or entity is such that it is the 

additional statement prepare in addition to the basic documents i.e., Balance-sheet and 

profit& loss Account prepared so as to give a clear view of the flow of cash in to the main 

activities of the entity classifying in to operational, investment and financing.Operational 

activities are those activities which are mainly engaged by the entity by which the net results 

is ascertained by preparing the operating statement such as profit& loss Account or Income & 

Expenditure account.Investment activities are those activities which are undertaken by the 

entity for long range expansion plans and which are properly reflected in the balance-sheet. 

 
Financing activities are those by which the entity raises long term as well as short term debts 

are raise by the company either from banks, financial institutions or by the promoters to meet 

the requirements of the entity.The most important thing to be4 noted that all these activities 

are to be considered aw composite and collectively form part of the cash flow statement. A 

cash flow statement can thus be defined as “The composite statement of the entity for as 

defined period which clearly highlights how the cash is being generated from different 

activitie4s of the entity and how it is further being disposed or dispensed with”. 

 

 
Objectives Of  Cash Flow Statement: - 

 The objective of the cash flow statement is to provide to the users of the financial 

statements to provide information about the cash flows of an enterprise with a basis 
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to assess the ability of the enterprise to generate cash and cash equivalents and the 

needs of the enterprise to utilize those cash flows.  

 The economic decisions that are taken by users require an evaluation of the ability of 

an enterprise to generate cash and cash equivalents and the timing and certainty of 

their generation.  

 The cash flow statement gives the required information about the historical changes 

in cash and cash equivalents of an enterprise by means of a cash flow statement 

which classifies cash flows of the entity during the period from operating investing 

and financing activities.  

Present Usage Of  Cash Flow Statements :-  

     Though there is a much prominence and importance to the cash flow statement from the 

financial statements they are not being prepared by the management and placed as a part of 

the published accounts. The main reason for that is it is not a mandatory document as 

prescribed by the Companies act 1956 as other basic documents. 

 
However there are many companies which voluntarily gives the cash flow statement in 

addition to the basic financial statements i.e., Balance sheet and Profit &loss Account. The 

disclosure of cash flow statement will add meaning information to the basic documents. It is 

useful not only to the management but also to other stake holders such as investors, lenders 

and so on.  

 
However the preparation of the cash flow stat is mandatory to the listed companies as well as 

those whose turnover is more than Rs. 50 crores for a financial year. 

 

Importance Of Cash Flow Statement :- 

 The fundamental financial statements i.e Balance-sheet and Profit& loss accounts 

prepared by any entity gives and reveal the state of affairs of an entity on a particular 

date and the performance of the entity for a particular period i.e for a financial year.  

 However there may be different events and transactions which will not be cleared by 

the profit & loss account but only knows through the preparation of other statements 

such as cash flow statement and fund flow statement.  

 Thus cash flow statement of an entity will give a clear picture on how the cash has 

been generated by the company and how it has been disposed.  
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 Thus cash flow statement prepared by the company will give a clear picture to the 

users of the financial statements with a basis to assess the ability of the enterprise to 

generate cash and equivalents and the needs of the enterprise to utilize those cash 

flows.  

 The economic decisions that are taken by users require and evaluation of the ability of 

an enterprise to generate cash and cash equivalents and the timing and certainty of 

their generation.  

 

 

Limitations Of Cash Flow Statements:- 

               The CashFlow Statement though very useful to the parties interested has certain 

inherent limitations which are as follows. 

1. TheCashFlowStatement is not a substitute for the Basic Financial Statements and it is 

only a supplementary to those statements which gives additional information. 

2. It is not an original statement but simply an arrangement of the data given in the 

financial statements. 

3. The CashFlow Statement is also a historic statement as the other basic financial 

statement and it will not give any information relating to the future operations of the 

company. 

4. It should remember that a Cash Flow Statement is not a substitute of the profit &loss 

account and a balance sheet. In fact they will provide as the basis for the preparation 

of the cash flow statement. It provides some additional information as  regard changes 

in working capital as well as the resources mobilized by the entity as well as the 

resources parted with the entity. 

5. It is not an original statement but simply is arrangement of data given in the financial 

statements. In other words it is only a derivative of the balance sheet and the profit & 

loss account. 

6. It is essentially historic in nature and projected CashFlowStatement cannot be 

prepared with much accuracy. 

7. CashFlowStatementactuallyfailstopresentthenetincome of a firmfora 

periodsinceitdoesnotconsidernon-
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cashitemswhichcaneasilybeascertainedbyanIncomeStatement. It can be used as a 

supplement to Income Statement. 

8. CashFlow Statement is neither a substitute of Funds Flow Statement nor a substitute 

of Income Statement. The functions which are performed by a Funds Flow Statement 

or Income Statement can not be done by a Cash Flow Statement. 

9. Practically, cash flows from operation does not help to assess profitability of a firm 

since it neither considers the costs nor revenues. 

10. Theprovisions which are made by the Companies Act is in conformity with Profit and 

Loss Account and Balance Sheet are not in conformity with Cash Flow Statement 

which is prepared as per AS 3. 

 

 

FeaturesOf Cash Flow Statement:- 

The features or characteristics of Cash Flow Statement may be summarized in the following 

way : 

1) It is a periodical Statement as it covers a particular period of time, say, month or year. 

2) It shows movement of cash in between two balance sheet dates. 

3) It establishes the relationship between net profit changes in cash position of the firm. 

4) It does not involve matching of cost against revenue. 

5) It shows the sources and application of funds during a particular period of time. 

6) It records the changes in fixedassets as well as current assets. 

7) A projected cash flow statement is referred to as cash budget. 

8) It is an indicator of cash earning capacity of the firm. 

9) It reflects clearly how financial position of a firm changes over a period of time due to 

its operating activities, investing activities and financing activities. 

 

 

Scope Of Cash Flow Statement:- 

1) Cash flow is a financial statement that presents information about the company's. 

2) The general form of the cash flow statement shows three categories, namely: cash 

flowsfrom operating activities, cash flows from investing activities and cash flows 

from financing activities. 
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3) Operating activities are the principalrevenue-producing activities of the company and 

other activities of the that are not investing activities and financing activities. 

4) Investing activity is the acquisition and disposal of long-term assets and other 

investments that do not include cash equivalents. 

5) Consolidated cash flow is a financial statement that presents information about the 

company's cash receipts and disbursements during the accounting period. 

6) The purpose of cash flow statement is to provide information on sources and uses of 

cash and cash equivalents during the period of accounting and cash reconciliation at 

the beginning of the period with cash at the end of the period plus the cash equivalent 

balances. 

 

 

 

 

Types OfMethods For OperatingCash Flows:- 

The Cash Flow Statement can be derived either from  

1) Direct Method  

2) Indirect Method 

 

“Theonly difference between the two methods is,, how cash flows from operating activities 

are calculated”. 

 
“ cash flows from investing and financing activities are calculated identically in both 

methods” . 

 
The net cash inflow from operating activities is the same whether statement prepared by 

direct or indirect methods. 

 

1)  DirectMethod:- 

Major classes of gross cash receipts & gross cash payments are disclosed. 

 

2)  Indirect Method:- 

Profit or Loss is adjusted for the effects of transactions of a non-cash  nature, any deferrals or 

accruals of past or future operating cash receipts or payments. 
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PurposesOf Cash Flow Statement:- 

1) TheStatement of cash flows,along with the income statement, explains why balance 

sheet items have changed during the period. 

 The balance sheet shows the status of a company at a point in time. 

 The statement of  cash flows and the income statement shows the performance 

of a company over a period of time. 

2) Itshows the relationship of net income to changes in can balances. 

3) It reports past cash flows as an aid to : 

 Predicting future cash flows 

 Evaluating the way management generates and uses cash 

 Determining a company's ability to pay interest and Dividends and to pay debts 

when they are due. 

4) It identifies changes in the mix of productive assets. 

5) It gives us useful information in assessing the ability of the entity to generate cash and 

cash equivalents. 

6) It enhances the comparability of operating performance by different entities. 

7) Users of an entity’s financial statements are interested in how the entity generates and 

uses cash and cash equivalents. 

8) Compare performance of companies for cash flows not affected by accounting policies 

9) Extrapolation of historic cash flows to future periods. 
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Users Of Cash Flow Statement:- 

      The users are may be classified into two types 

1) Internal Users or Primary Users 

2) External Users 

 

1) Internal Users:- 

It includes  

a) Management:- 

For analyzing the organization's performance & position and taking  appropriate measures 

to improve the company results. 
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b) Employees:- 

For assessing company’s profitability andits consequences on their future remuneration 

& job security. 

 
c) Owners:- 

For analyzing the viability & profitability of their investment  & determining any future 

course of action. 

 

2) External Users:- 

It includes 

a) Creditors:- 

For determining the credit worthiness of the organization. 

 
b) Tax Authorities:- 

For determining the credibility of the tax returns field on behalf of the company. 
 

c) Investors:- 

For analyzing the feasibility of investing in the company. Investors want to make sure 

they can earn a reasonable return on their investment before they commit any financial 

resources to the company. 

 

d) Customers:- 

For assessing the financial position of suppliers which is necessary for them to maintain 

a stable source of supply in the long term. 

What doUsers Use the Cash Flow Statement For :- 

Investors, Analysts, Managers and Creditors etc use cash flow information for: 

 

1) Risk Assessment:- 

Auditors can also use these cash flow ratios  to identify discrepancies between the cash flow 

statement and other financial statements. 

 
2) Liquidity &Solvency:- 
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To provide information on a firm’s liquidity and solvency and its ability to change  cash 

flows in future circumstances. 

 

3) Trend Analysis:- 

External Users can use a company's cash flow statements from several accounting periods to 

determine trends. A positive trend of steady or increasing cash flow indicates financial 

health. 

 

4) Enterprise’s ability to meet its obligations & ability to pay dividends & its needs for 

external financing. 

 
5) The reasons for difference between net profit & associated cash receipts & payments. 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Categories Of Cash Flow Statement:- 

A statement of cash flows contains information about the flows of cash into and out of  a 

company, and the uses to which the cash is put. The statement is comprised ofthree 

sections,in which are presented the cash flows that occurred during the 

reportingperiodrelating to the following: 
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The statement of cash flows is part of the financial statements, and as such is heavily 

reviewed by the users of the financial statements. 

Cash flow statement is a statement which shows the sources of cash inflow and uses of cash  

outflow of the business concern during a particular period of time. It is the statement, which 

involves only short-term financial positionof the business concern. Cash flow statement 
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provides asummary of operating, investing and financingcash flows and reconciles them with 

changes in its cash and cash equivalents such as marketable securities. 

 
1.  Cash flow statement is the report showing sources and uses of cash. 

2.  Cash flow statement explains the inflow and outflow of cash during the particular period. 

3. The mainobjective of the cash flow statement is to show the causes of changes in cash  

between two balance sheet dates. 

4.  Cash flow statement indicates the factors contributing to the reduction of cash balance in  

spiteof increase in profit and vice-versa. 

5.  In a cash flow statement only cash receipt and payments are recorded. 

6.Cash flow statement starts with operating cash balance and ends with closing cash balance. 

 

1. Operating Activities:- 

Operating activities are the activities that comprise of the primary /  main activities of an 

enterpriseduring an accounting period. For example, for a garment manufacturing company, 

operating activities include procurement of raw material, scale of garments, incurrence of 

manufacturing expenses, etc. These are the principal revenue generating activities of the 

enterprise. Profit before tax as presented in the income statement could be used as a starting 

point to calculate the cash flows from operating activities. 

 

Cash Inflows from operating activities:- 

 Cash receipts from sale of goods and rendering services 

 Cash receipts from fees, royalties, commissions and revenues. 
 
 

Cash Outflows from operating activities:- 

 Cash payments to suppliers for goods and services. 

 Cash payments of income taxes unless they can be specifically identified with  

financing and investing activities. 

 
 
 
Examples:- 
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a) Cash receipts from the sale of goods and rendering services. 

b) Cash receipts from royalties, fees, commissions and other revenues. 

c) Cash payments to suppliers of goods and services. 

d) Cash payments to and on behalf of employees. 

e) Cash receipts and cash payments of an insurance enterprise for premiums and claims, 

annuities and other policy benefits. 

f) Cash payments or refunds of income taxes unless they can be specifically identified 

with financing and investment activities. 

 

2. Investing Activities:- 

            Cash flow from investing activities includes the movement in cash flows owing tothe 

purchase and sale of asset . It relates to purchase and sale of long-term assets or fixed assets 

such as machinery, furniture, land and building, etc. 

 

Cash Inflows from investingactivities:- 

 Cash receipt from disposal of fixed assets including intangibles. 

 Cash receipt from the repayment of advances or loans made to third parties. 

 Dividend received from investments in other enterprises. 

 Cash receipt from disposal of shares,warrants or debt instruments of other enterprises  

except those held for trading purposes. 

 
 
Cash Outflows from investing activities:- 
 Cash payments to acquire fixed assets including intangibles and capitalized R&D. 

 Cash advances and loans made to third party. 

 Cash payments to acquire shares, warrants or debt instruments of other enterprises 

other than the instruments those held for trading purposes. 

 
 
 
 
 
 
 
Examples:- 
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a) Cash payments to acquire fixed assets ( including intangibles). 

b) Cash receipts from disposal of fixed assets (including intangibles) 

c) Cash payments to acquire and cash receipts from disposal of shares, warrants or debt 

instruments of other enterprises and interests in joint ventures. 

d) Cash advances and loans made to 3rd  parties. 

e) Cash payments and receipts for future contracts, forward contracts, option contracts 

and swap contracts except when the contracts are held for dealing or trading purposes, 

or the payments are classified as financingactivities. 

 

3. Financing Activities:- 

It includes financing activities related to long-term finds or capital of an enterprise. 

Financing activities are activities that result in changes in the size and composition of the 

ownerscapital and borrowings of the enterprise. 

 

 
Cash Inflows from financing activities:- 

 Cash proceeds from issuing shares 

 Cash proceeds from issuing debentures, loans, bonds and other short/long-term 

borrowings. 

 

Cash Outflows from financing activities:- 

 Cash repayments of amounts borrowed. 

 Interest paid on debentures and long-term loans and advances. 

 Dividends paid on equity and preference capital. 

 

Examples:- 

a) Cash proceeds from issuing shares or other similar instruments. 

b) Cash proceeds from issuing debentures, loans, notes, bonds and other short or long 

term borrowings. 

c) Cash repayments of amounts borrowed such as redemption of debentures, bonds and 

preference shares. 
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CashFlowStatementSourcesOfFunds: 

  

1) Funds from operations:- 

          This is nothing but the net profit that is shown arrived in the profit &loss account for 

the year. Generally it is considered as the excess of Income over expenditure that were 

charged during the financial year. This will be taken as the starting point for the preparation 

of the cash flow statement in the indirect method. 

 
2) Non cash expenditure:- 
This expenditure represents those items which were debited to the profit &loss account but 

there involves no cash out flows on account of nature of such expenditure. Examples of such 

expenditure are preliminary expenses written off, Depreciation and Writing of the deferred 

revenue expenditure. The effect of these expenditure is such that these will be positive effect 

on the cash flows as they will be added to the funds from operations. 

 
3) Increase Of Share Capital:- 

      These represent inflow of cash by issuing new shares of different forms such as  

1) Equity share capital.  

2) Preference share capital and so on 

 
4) Issue of debentures:- 

      These represent inflow of cash by issuing new Debentures of different forms such as 

1) Convertible Debentures. 

2) Non convertible Debentures and so on 

 
5) Long term loans:- 

       Long term loans taken either from Banks or financial institutions will be the source of 

cash and will be increasing the cash flows. The subsequent utilization of the term loans for 

the purpose of acquisition of fixed assets will be the application of funds which will be shown 

as outflow of fund. 
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6) Sale of fixed assets:- 

     Like the acquisition of fixed assets it is also common to dispose or sale of fixed assets in 

the ordinary course of business. The sale may be either over and above the book value of the 

asset or sometimes it will be less than the book value. Whatever the situation may be the sale 

proceeds of the fixed assets has to be shown as inflow of cash adjusting either loss or profit to 

the profit &loss account. Sometimes an asset may be exchanged for another asset in such a 

case only the bet amount may result inflow of cash and the same only will be shown in the 

cash flow statement as cash inflow. Assets acquired by issuing shares of the company will not 

involve any cash flows and need not be shown in the cash flow statement. 

 
7) Dividends received:- 

This amount represents dividend income received by the company on the investments made 

in the earlier years. It has to be accounted on receipt basis and it will find place in the cash 

flow statement only when it has been received.  

 
8) Decrease in current assets: - 

   Current assets are those which are held by the entity as matter and in the course of regular 

activities of the entity and are short term in nature. They are 

1. Inventories 

2. Debtors 

3. Loans &Advances etc. 

 
  If the net effect of all these items between two balance-sheets is a decrease it is nothing but 

inflow of cash as a portion of the current assets might have disposed for cash inflows. 

However it is also to be noted that if a current asset is exchanged for an another current asset 

the net effect will be the same there will not be any impact in the cash flows except for the 

reason that any loss or profit is disposing the current asset is adjusted through the profit &loss 

account but entire inflows in the cash flow statement. 

 
      The understanding of components of the working capital as well as the changes in the 

working capital will be very useful in understanding the importance and utility of the cash 

flow statement. 
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ApplicationOfFunds: 

1) Loss From Operations:- 

    These represents the book loss that appears in the profit &loss account in such a case it 

swill taken as the starting point for preparation of the cash flow statement. It arises onlu7 in a 

situation where the entity has excess of expenditure over income. However it should also be 

noted that loss as shown in the profit &loss account does not mean that the entity has no cash 

inflows. Loss in the profit &loss account was might be due to various reasons such as 

charging of abnormal amount of depreciation or writing off the certain portion of fixed assets 

which was rendered as waste and so on. Hence the cash flow statement only will give us the 

clear picture why the firm could have paid the dividends instead of meager amounts of 

profits.  

 

2) Non cash incomes:- 

These represents the amounts that were credited to the profit &loss account which arises due 

to excess provisions written back during the financial year as well as the profit that arises due 

to sale of fixed assets during the financial year. 

 

3) Redemption of shares:- 

 This represents the cash outflows that arise due to redemption of shares either Equity shares 

or Preference shares during the financial year. The arrears of dividend which were paid along 

with the face value also has to be as cash out flow in the cash flow statement. 

 
4) Redemption of Debentures:- 

 These represent that amount of cash flows that arises due to Repayment or Redemption of 

debentures during the financial year. 

 

5) Repayment of loans:- 

These represent the repayment of long term as well as the short term loans that were repaid 

during the financial year taken from Banks and the financial Institutions. Loans which 
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repayment period is more than 3 years can be considered as Long term loans and the rest are 

short term. 

 

 

6) Purchase of fixed assets:- 

                  These represent the cash flow that arises dude to purchase of fixed assets of the 

company during the financial year. The net consideration paid on account of acquisition of 

fixed assets only will be considered. Any fixed assets that were acquired in exchange of the 

other fixed assets to the same value will not have any impact in the cash flow statement as 

one asset will be disposed and the other will be acquired. However if any asset was acquired 

more than the value of the exchanged asset it will have a negative impact in the cash flow 

statement and will be shown in the application of funds. 

 

7) Dividendspaid:- 

                These represent the amounts that were paid by the entity during the financial year 

on paid up share capital of the company. 

 

8) Increase in current assets:- 

        Different items of current assets are as follows 

a) Inventory:- 

This is either raw material or stock in trade or work in progress held by the entity as on 

the balance sheet date. If the result of the stock is increase when compared with the 

opening date it will have negative impact on the cash flows and it will decrease the cash 

flows. In other words it can be said as the entity has invested the additional funds on 

inventory. The impact of carrying high amounts of Inventory is such that the entity will 

have huge Income tax liability without any cash resources to pay the tax liability. 

 

b) Debtors:- 

Debtors represent the amounts receivables by the entity on account sale of goods 

provision of services to the customers. If the net result of the debtors is an increase 

compared with the opening balance sheet it will have negative impact on the cash flow 

statement and it will decrease the cash flows. In other words it can be constructed as the 
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entity has effected much of its sale on credit basis instead of receiving cash. The effect 

high amounts of credit sales is such that the firm will be left with no cash reserves instead 

of posting high profits and paying high amounts of Income tax consequently.  

 

 

C) Loans&Advances:- 

Loans&Advances refers to those items which were advanced by the entity for supply of 

materials or provision of services. This is short term in nature and they carry no interest. 

If there is any increase in the Loans &Advances it will also have a negative impact on the 

cash flows.  

It is also pertinent to note that all these current assets and current liabilities are part of the 

working capital which is very important from the management financial planning point 

of view. The management considers the changes in working capital in the fund flow 

statement including the cash and cash equivalents in the overall working capital 

management whereas the cash will be4 delinked in the analysis of the cash flow 

statement. 

 

For the sake better understanding and simplicity the concept of working capital also is 

being discussed here under as these concepts are very useful for proper assessment of 

movement of fund as well as cash. 
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WORKING CAPITAL:  

                Working capital means the excess of current assets over current liabilities. 

Statement of changes in Working Capital is prepared to show the changes in theworking 

capital between the two balance sheet dates. This statement is prepared with the help of 

current assets and liabilities derived with the help of current assets and current liabilities 

derived from the balance sheets as: 

Working capital = Current assets – current liabilities 
 
1) An increase in current Assets increase Working Capital 

2) A decrease in Current Assets decrease Working Capital 

3) An increase in Current Liabilities decrease Working Capital 

4) A decrease in Current Liabilities increase Working Capital 

  

The changes in all current assets and liabilities are merged into one figure only either an 

increase or decrease in working capital over the period for which funds statements has been 

prepared. If the working capital at the end of the period is more than the working capital at 

the beginning thereof, the difference is expressed as ‘Increase in working capital’ at the end 

of the period is less than that at the commencement, the difference is called ‘Decrease in 

working capital’.  

 
 
Procedure for knowing whether a transaction results in the cash flow or 
not:-  

 Analyze the transaction and find out the two accounts involved.  

 Make the accounting entry of the transaction  

 Determine whether the accounts involved in the transactions are current or noncurrent  

 If both the accounts involved are non –current i.e., either permanent assets of  

 Permanent liabilities, it still does not result in flow funds.  
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 If the accounts involved are such that one is a current account while other is a non –

current i.e., current assets and permanent liability and fixed assets or current liability 

and permanent liability then it results in flow of funds.  

 

 

 

 

 

Cash flow statement, income statement and balance sheet:- 

        Cash Flow statement is not a substitute of an income statement i.e., a Profit and Loss 

Account, and a Balance Sheet. The profit and loss account is a document, which indicates the 

extent of success achieved by a business in earning profits. A balance sheet is a statement of 

financial position or status of business on given date. It is prepared at end of accounting 

period.  

                 The balance sheet depicts various resources of an understanding and the 

development of these resources in various assets on a particular dated. As it indicates the 

financial condition on a particular dated, it is static in natured: while funds flow statement is a 

dynamic one. Cash Flow Statement tells us many financial facts, which a balance sheet 

cannot tell. Balance sheet does not disclose the cause for change in the assets and liabilities 

between two different points of time. Again, while balance sheet is the end result of all 

accounting operations for a period of time the cash flow statement provides additional 

information as regard the nature and ability of the firm to generate the cash from operating, 

investing and financing activities for that financial year. If the balance sheet is studied along 

with the cash flow statement it will provide useful and  meaning information. It is a tool of 

management for financial analysis and helps in decision making. 

 

1) Helps In The Analysis Of Financial Operations:- 

           The profit &loss account of the firm will reveal the net effect of various transactions 

on the It operations of the firm for that financial year. The balance sheet gives a static view of 

the resource of a business and the uses to which these resources have been put at a certain 

point of time. But it does not disclose the causes for changes in the assets and liabilities 

between two different points of time. The cash flow statement explains cause for such 
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changes and also effect of these changes on the liquidity position of the company. Sometimes 

concern may operated profitability and yet its cash position may become more and worse. 

The cash flow statement only but not even the fund flow statement will give a clear answer to 

such a situation explaining what has happened to the resources and operating profits of the 

firm. 

 

2) It Throws Light On May Perplexing Questions Of General Interest:- 

  
 Why were the net current assets lesser in spite of higher profits and vice-versa?  

 Why more dividends could not be declared in spite of available profits  

 How was it possible to distribute more dividends than the present earnings. 

 What happened to the proceeds of sales of fixed assets of issue of shares debentures. 

3) It Helps In The Formation Of Realistic Dividend Policy:- 
 
                 Sometimes a firm has sufficient profits available for distributing as dividend of 

share dividend but yet it may not be available to distribute dividend for lack of liquid of cash 

resources. In such cases a cash flow statement helps in the information of a realistic dividend 

policy. 

 
4) It Helps In The Proper Allocations Of Resources:- 

 The resources of a concern are always limited and it wants to make the best used of these 

resources. A projected cash flow statement constructed for the future helps in making 38 

managerial decisions. The firm can plan the development of its resources and allocate them 

among various applications. 

 
5) It Acts As A Future Guide:- 

 A projected cash flow statement also acts as a guide for future to the management. The 

management can come to know the various problems it is going to face in near future for 

want of funds. The firms future needs of cash can be projected well advance and also the 

timing of these needs. The firm can arrange to finance these needs more effectively and avoid 

future problems. 

 

6) It Helps In Appraising The Use Of Working Capital:- 
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   A cash flow statement helps in explaining how efficiently the management has used its 

working capital and also suggest way to improve working capital position of the firm. 

 
7) It Helps Knowing The Overall Credit Worthiness Of A Firm:- 

The financial institution and banks such as state financial institutions, industrial development 

corporation of India, Industrial Development Bank of India etc., all ask for projected cash 

flow statement prepared for a reasonable number of years before granting loans to know the 

credit worthiness and repayment capacity of the firm. Hence any entity approaching the 

financial institutions and banks for financial assistance has to prepare the cash flow statement 

for better understanding of its repayment capacity. 

 

 

 

Transactions not affecting the cash flow :-   

 Increase in one current asset but decrease in another current asset. 

 Decrease in one current liability but decrease in another current liability  

 Increase in one current liability but decrease in another in other current liability.  

 Decrease in one current liability and decrease in another current asset.  

 Increase in share capital but not in any increase in the asset.  

 Increase in one asset with corresponding decrease in another asset.  

 Decrease of asset with a corresponding decrease in the liability  

 Increasing the liability with a corresponding increase in the liability  

 Decrease in the liability with the corresponding decrease in the asset 

 

Useofcashflowstatementanditssignificanceformanagement:- 

Cash flow statement is a useful device. It is prepared to know about the changes in financial 

position as well as the cash generation ability of the entity out of its various activities. It helps 

not only the management of concern but also may other parties which have their interest in 

kits preparation. The inclusion of a well designed comparative fund flow statement in an 

annual report should become a generally accepted practice. Financial statement prepared 

along with the cash flow statement is useful for the following interested parties: 

 
1) Use for Management  
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2) Use for Economists 

3) Use for Banks and Financial Institutions  

4) Use for investors  

5) Other users 

1) Use for the management :- 

Cash flow statement is of great managerial use. It serves as a handy tool in financial planning, 

preparation of budget. It is through the analysis of this statement that a firm grasp the changes 

in the allocation of resources between the two balance sheets can  be had. Management of the 

business concern can easily assess the extent to which working capital has effectively been 

used. The cash flow statement expresses the changes in working capital and assesses its 

impact upon liquidity position of the undertaking. It helps in judging about good or bad 

management. With the help of fund flow analysis many complicated questions, some of 

which are given below, are answered: 

       a) Where have profits of the business gone?  

       b) Why more dividends could not be paid by business instead of huge profits? 

       c) How were fixed assets acquired and finance? 

 

With the help of this statement; the management can plan the intermediate and long term 

financing of the concern, repayment of loans, expansion of business and distribution of 

resources, etc. besides this, near future on account of shortage of funds. So the management 

can make itself fully competent to face these problems for corrective steps effectively. So the 

fund statement is very useful to the management. It serves as guide for future. It helps the 

management in the crucial decisions making process the case of expansion, diversification or 

conservation of more funds for profitable utilization on sound projects in the subsequent 

years. The cash flow statement also serves management in appraising the urgencies of 

operations issues and facilities settlement of priorities in a phased manner. 

 

2) Use for economists:-  

Which of the point of view of economists, the cash flow statement has much importance. In 

India C.S.O as well as other governmental organizations will make analysis of cash flow 
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statement in various sectors, e.g., Banking sector for in-depth analysis of the problems faced 

different industries.  

 

3) Use for banks and for financial institutions:- 

 Bank and other financing institutions have also recognized the importance of cash flow 

statement. This statement helps to know the credit worthiness and repaying capacity of the 

concern. The banks and financial institutions ask the concern to prepare to prepare cash flow 

statements for a number of years. With its help, the banks can know about the  risk involved 

in granting credit to the business concerns. In using the funds effectively? This can be known 

from the fund flow statement only. 

 

4) Use for investment:-    

Investors and share holders may easily themselves in possession of the                 information 

amount managerial policies relating to payment of dividends, earnings capacity, and effective 

use. 

5) users:- 

 Besides, the above cash flow statement has much importance in many other ways. It helps in 

framing a suitable dividend policy. It also suggests the ways for improving the working 

capital position of the concern. It gives many other useful in formations relation to business 

affairs which are not depicted in balance sheets. Sometimes profit disclosed by profit and loss 

a/c may mislead as it is affected by many non cash charges such as depreciation, written off 

goodwill and preliminary expenses. These do not affect the cash position of the company and 

in such a cases cash flow statement can provide correct amount. 
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Difference between Funds  flow and Cash flow : 

 

Base Funds flow  statement Cash flow statement 

1. Concept It is based on a wider concept 

if funds i.e., working capital 

It is based on a narrower 

concept if funds i.e., cash 

2. Accounting It is based on accrual basis of 

accounting 

It is based on cash basis of 

accounting 

3. Schedule of changes in 

working capital 

Required to be prepared Not required to be prepared 
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4. Preparation Funds flow statement reveals 

the sources and application of 

funds the net difference 

between sources and 

application of funds represents 

net increase or decrease in 

working capital 

It is prepared by taking the 

opening balance of cash, 

adding to this all the inflows 

of cash and deducting the 

outflows of cash from the 

total, the difference represents 

the closing planning. 

5. Usefulness It is useful for long term 

planning 

It is more useful for short 

terminal sis and cash planning 
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CHAPTER – V 

DATA ANALYSIS 

AND 

INTERPRETATION 

 

 

 

 

 

 

 

 

 

 

 

Cash Flow Statement of…………  For the year Ended……….. 
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Particulars For the year 

 

Ended 

 

XXXX 

 

Rs. 

A)CASH FLOW FROM OPERATING ACTIVITIES: 
 

Net Profit as per Profit and Loss Account before Prior period Adjustments XXXX 

 

Adjustments for : 

 
 

Depreciation for the year(minor assets written off not included) 

 

XXXX 

 

Minor Assets Written off XXXX 

Depreciation arrears 

 

XXXX 

 

Miscellaneous Expenses written off 

 

XXXX 

 

Interest received on Loans & advances Granted 

 

XXXX 

 

Interest Income on Fixed Deposits 

 

XXXX 

 

Interest on Debentures 

  Provision for Taxation 

Dividend paid 

 

XXXX 

XXXX 

XXXX 

Dividend Income Received 

 
XXXX 

Interest Expenses 

Loss on Sale of Fixed Assets 

 

XXXX 

XXXX 

 

  

Operating profit before Changes in Working Capital XXXXX 
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Adjustments for: 
 

(Increase)/Decrease in Inventories 

 

XXXX 

 

(Increase)/Decrease in Sundry Debtors XXXX 

(Increase)/Decrease in Other Current Assets 

 

XXXX 

 

Increase/(Decrease) in Loans and Advances 

 

XXXX 

 

Increase/ (Decrease) in Liabilities 

 

XXXX 

 

Increase/ (Decrease) in Provisions 

XXXX 

 

 

  

 

 

Cash generated before Miscellaneous Expenditure & Prior period Items 

 

 

 

XXXXX 

Miscellaneous Expenditure written off 

 

XXXX 

 

Prior Period Adjustment XXXX 

Miscellaneous Expenditure (ERP) 

 

XXXX 

 

Net Cash Flow from Operating Activity before Income Tax 

 

XXXX 

 

Provision for Income Tax XXXX 

 

 

 

NET CASH FLOW FROM OPERATING ACTIVITIES  XXXXX 
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B)CASH FLOW FROM INVESTING ACTIVITIES: 

 

 

Purchase of Fixed Assets 

 

 

XXXX 

 

Interest on Debenture XXXX 

Interest Income on Fixed Deposits 

 

XXXX 

 

Proceeds from Sale of Fixed Assets 

 

XXXX 

 

Purchase of Investments 

 

XXXX 

 

Proceeds from Sale of Investments 

 

XXXX 

 

Dividend Income 

 

XXXX 

 

Interest Income 

        Sale on Fixed Assets 

 

XXXX 

XXXX 

 

 
 

 

CASH FLOW FROM INVESTING ACTIVITIES 

 

 

XXXXX 

 

  

 
 

C)CASH FLOW FROM FINANCING ACTIVITIES: 

  

 

Proceeds from Unsecured loans 

 

 

XXXX 

 

Interest received on Loans & advances Granted 

 

XXXX 
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Increase/(Decrease) in Loans and Advances 

 

XXXX 

 

Increase/(Decrease) in Unsecured Loans 

 

XXXX 

 

Interest Paid 

 

XXXX 

 

 

 

 
 

 

 

NET CASH (USED IN) / FLOW FROM FINANCING ACTIVITIES 

 

 

XXXXX 

 
 

NET INCREASE IN CASH AND CASH EQUIVALENTS DURING THE 

YEAR 

 

XXXX 

CASH AND CASH EQUIVALANTS AT THE BEGINNING OF THE 

YEAR 

 

XXXX 

CASH AND CASH EQUIVALANTS AT THE END OF THE YEAR XXXXX 
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DATAANALYSISANDINTERPRETATION 
 
Cash Flow Statement of Atma Lubricants&Specialities Ltdfor the year 

Ended2014-15 

 

Particulars 

 

 

For the year 

Ended2014-15 

 

A)CASH FLOW FROM OPERATING ACTIVITIES: 
       Net Profit before tax 

       Adjustments for : 

            Depreciation  

            Preliminary Expenses  written off 

            Dividend Received 

            Interest Received 

            Other  

            Other income 

            Fringe benefit tax 

       Operating profit before  working capital changes 

       Adjustments for: 

            Inventory 

            Trade and Other Receivables 

            Other Current Assets 

            S/C Payables  

            Loans &Advances  

            Direct Taxes Paid 

 Cash generated from Operations------------ 

B)CASH FLOW FROM INVESTING ACTIVITIES: 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

A 

 

 

RS 

 

13,24,01,449 

 

5,26,75,282 

27,095 

(94,162) 

(36,03,648) 

(1,552) 

1,78,851 

(6,27,811) 

18,09,55,504 

 

(1,24,92,998) 

55,53,528 

(2,50,43,663) 

3,17,26,892 

0 

(3,29,86,706) 

14,77,12,557 
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 Purchase of Fixed Assets 

  Proceeds from Sale of assets 

  Purchase of  Investments 

 Dividend/ Commission Received 

 

Net Cash used for Investing Activities       --------- 

 

C)CASH FLOW FROM FINANCING ACTIVITIES: 
    Borrowings from Banks and Others 

Share Capital Received 

 Interest Received 

 

Net Cash Flow from Financing  Activities     ---- 

 

NET SURPLUS/(DEFICIT)                   ------------ 

 

Opening Cash and Cash Equivalents as on 01-04-2014 

 

   Closing Cash and Cash Equivalents as on 31-03-2015 

 

 

 

 

 

 

B 

 

 

 

 

 

 

C 

 

A+B+C 

 

 

 

 

 

 

 

 

(12,26,09,487) 

32,05,990 

0 

94,162 

(11,93,09,335) 

 

 

(4,66,99,760) 

(10,573) 

36,03,648 

 

(4,31,06,685) 

 

(1,47,03,463) 

 

14,42,73,003 

 

12,95,69,540 

 

 

 

 

 

 

 

Interpretation:- 

 During the year 2014-15 the operating profit is Rs 18,09,55,504. the cash generated 

from operations are Rs 14,77,12,557.because the inventory  increases. 

 The total investing activities are Rs11,93,09,335.It shows a negative balance. The 

purchase of fixed assets are more. 

 The total financing activities are Rs4,31,06,685.it shows the negative because the 

borrowings from banks and others are more. 
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Cash Flow Statement ofAtma Lubricants&Specialities Ltd for the yearEnded 

2015-16 

 

Particulars 

 

 

For the year 

Ended2015-16 

 

A)CASH FLOW FROM OPERATING ACTIVITIES: 
       Net Profit before tax 

       Adjustments for : 

            Depreciation  

            Preliminary Expenses  written off 

            Dividend Received 

            Interest Received 

            Other  

            Other income 

            Fringe benefit tax 

       Operating profit before  working capital changes 

       Adjustments for: 

            Inventory 

            Trade and Other Receivables 

            Other Current Assets 

            S/C Payables  

            Loans &Advances  

            Direct Taxes Paid 

   Cash generated from Operations------------ 

B)CASH FLOW FROM INVESTING ACTIVITIES: 
   Purchase of Fixed Assets 

 Proceeds from Sale of assets 

   Purchase of  Investments 

Dividend/ Commission Received 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

A 

 

 

 

 

 

 

 

 

RS 

 

19,14,72,483 

 

7,53,80,244 

4,075 

(1,66,389) 

(49,26,940) 

(20,83,631) 

0 

(6,51,935) 

25,90,27,907 

 

(3,77,63,341) 

16,08,913 

(21,40,498) 

1,39,80,720 

(2,29,11,047) 

(5,60,83,597) 

15,57,19,054 

 

 

(24,51,66,663) 

1,04,47,904 

(4,00,000) 

1,66,389 
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 Net Cash used for Investing Activities       --------- 

 

 

C)CASH FLOW FROM FINANCING ACTIVITIES: 
Borrowings from Banks and Others 

  Share Capital Received 

 Interest Received 

 

      Net Cash Flow from Financing  Activities     ---- 

 

 

NET SURPLUS/(DEFICIT)                   ------------ 

 

OpeningCash and Cash Equivalents as on 01-04-2015 

 

 Closing Cash and Cash Equivalents as on 31-03-2016 

 

 

B 

  

 

 

 

 

 

C 

 

 

A+B+C 

 

 

 

(23,49,52,370) 

 

 

11,11,84,224 

0 

49,26,940 

 

11,61,11,164 

 

 

3,68,77,848 

 

12,95,69,540 

 

16,64,47,388 

 

 

 

Interpretation:- 

 During the year 2015-16 of the operating profit is Rs 25,90,27,907.The cash generated 

from operations are Rs 15,57,19,054.because the inventory increases direct taxes paid  

also increases. 

 The total amount of investing activities are Rs23,49,52,370.It shows the negative 

balance because the investment on purchase of assets have increased. 

 The cash flow from financing activities are Rs 11,61,11,164.It shows the positive 

balance because the borrowings from banks and others  decrease. 
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Cash Flow Statementof Atma Lubricants&Specialities Ltd for the yearEnded 

2016-17 

 

PARTICULARS 

 For the year 

Ended2016-17 

 

A)CASH FLOW FROM OPERATING ACTIVITIES: 

       Net Profit before tax 

       Adjustments for : 

            Depreciation  

            Preliminary Expenses  written off 

            Dividend Received 

            Interest Received 

            Early year tax 

            Fringe benefit tax 

       Operating profit before  working capital changes 

       Adjustments for: 

            Inventory 

            Trade and Other Receivables 

            Other Current Assets 

            S/C Payables  

            Loans &Advances  

            Direct Taxes Paid 

      Cash generated from Operations------------ 

 

B)CASH FLOW FROM INVESTING ACTIVITIES: 
     Purchase of Fixed Assets 

     Proceeds from Sale of assets 

     Purchase of  Investments 

     Dividend/ Commission Received 

 

      Net Cash used for Investing Activities       --------- 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

A 

 

 

 

 

 

 

 

 

B 

 

 

RS 

 

25,09,89,658 

 

10,76,37,511 

4,075 

(3,98,241) 

(63,16,649) 

(4,051) 

0 

35,19,12,303 

 

(32,13,24,199) 

(29,72,995) 

(13,12,951) 

7,47,61,168 

(22,99,21,599) 

(8,67,99,320) 

(21,56,57,593) 

 

 

 

(39,92,39,190) 

0 

0 

3,98,241 

 

(39,88,40,949) 
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C)CASH FLOW FROM FINANCING ACTIVITIES: 
      Borrowings from Banks and Others 

      Interest Received 

 

      Net Cash Flow from Financing  Activities     ---- 

 

NET SURPLUS/(DEFICIT)                   ------------       

OpeningCash and Cash Equivalents as on 01-04-2016 

 

Closing Cash and Cash Equivalents as on 31-03-2017 

 

 

 

 

 

 

C 

 

A+B+C 

 

67,78,23,768 

63,16,649 

 

68,41,40,417 

 

6,96,41,875 

16,64,47,388 

 

23,60,89,263 

 

 

 

 

Interpretation:- 

 During the year 2016-17 of the operating profit is Rs 35,19,12,303 but, the net cash 

generated from operations are Rs 21,56,57,593.It shows the negative balance. As 

inventory increases. 

 The net cash used for investing activities are RS 39,88,40,949.It shows the negative 

balance because the investment on purchase of fixed assets are high.  

 The total amount of financing activities are RS 68,41,40,417 as the borrowings have 

increased at large. 
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Cash FlowStatement  of Atma Lubricants&Specialities Ltd for the year Ended 

2017-18 

 

Particulars 

 

 

For the year 

Ended 2017-18 

 

A)CASH FLOW FROM OPERATING ACTIVITIES: 

       Net Profit before tax 

       Adjustments for : 

            Depreciation  

            Preliminary Expenses   

            Dividend Received 

Dividend Paid  

            Interest Received 

            Early year  tax 

 

Operating profit before  working capital changes 

       Adjustments for: 

            Inventory 

            Trade and Other Receivables 

            Other Current Assets 

            S/C Payables  

            Loans &Advances  

            Direct Taxes Paid 

Cash generated from Operations------------ 

B)CASH FLOW FROM INVESTING ACTIVITIES: 
Purchase of Fixed Assets 

  Proceeds from Sale of Fixed Assets 

 Purchase of  Investments 

 Dividend/ Commission Received 

Share Capital Increase  

 

Net Cash used for Investing Activities       --------- 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

A 

 

 

 

 

 

 

 

 

B 

 

 

RS 

 

35,37,21,964 

 

19,19,14,302 

(3,86,897) 

(6,140) 

(7,50,000) 

(1,25,57,191) 

84,192 

 

53,20,20,230 

 

(8,94,19,884) 

(1,38,34,246) 

(26,44,283) 

9,61,26,471 

(6,52,58,119) 

(9,29,74,461) 

36,40,15,708 

 

 

(48,02,18,052) 

51,32,909 

0 

6,140 

54,22,02,004 

 

6,71,23,001 
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Interpretation:- 

 During the year 2017-18 the operating profit before working capital changes are Rs 

53,20,20,230. the cash generated from operations are Rs 36,40,15,708.It 

slightlydecrease. The value of inventory, direct taxes paid and loans and advances 

also increases. 

 The total amount of investing activities are Rs 6,71,23,001.Even though the purchase 

of fixed assets are more it is covered with the funds raised through issue of shares. 

 The total amount of financing activities are Rs 31,69,02,695.it shows the negative 

balance because the amount of borrowings from banks and others are more. 

 

 

 

 

 

 

C)CASH FLOW FROM FINANCING ACTIVITIES: 
Borrowings from Banks and Others      

Interest Received 

 

Net Cash Flow from Financing  Activities     ---- 

 

NET SURPLUS/(DEFICIT)                   ------------ 

 

Opening Cash and Cash Equivalents as on  01-04-2017 

 

 

Closing Cash and Cash Equivalents as on 31-03-2018 

 

 

 

 

 

C 

 

A+B+C 

(32,94,59,886) 

1,25,57,191 

 

(31,69,02,695) 

 

11,42,36,014 

 

23,60,89,263 

 

 

35,03,25,277 
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Cash FlowStatement ofAtma Lubricants&Specialities Ltd for the year Ended 

2018-19 

 

Particulars 

 

 

For the year 

Ended2018-19 

 

A)CASH FLOW FROM OPERATING ACTIVITIES: 

       Net Profit before tax 

       Adjustments for : 

            Depreciation  

            Dividend Income 

            Dividend paid 

            Interest  

            Differed tax asset 

            Dividend  tax 

       Operating profit before  working capital changes 

       Adjustments for: 

            Inventory 

            Trade and Other Receivables 

            Other Current Assets 

            S/C Payables  

            Loans &Advances  

            Other current liabilities  

 Cash generated from Operations------------ 

B)CASH FLOW FROM INVESTING ACTIVITIES: 
Purchase of  Assets 

    Sale of assets 

  Dividend income  

Share capital/premium increase 

 

 Net Cash used for Investing Activities       --------- 

 

C)CASH FLOW FROM FINANCING ACTIVITIES: 
Long term Borrowings  

 Interest Received 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

A 

 

 

 

 

 

 

 

B 

  

 

 

 

RS 

 

38,18,68,269 

 

21,49,23,364 

(6,754) 

(7,50,000) 

(1,55,15,962) 

1,07,579 

(1,24,566) 

58,05,01,930 

 

(29,42,06,061) 

(12,12,90,509) 

4,69,082 

18,37,61,918 

(1,33,29,768) 

23,11,17,652 

56,70,24,844 

 

(61,03,15,269) 

44,57,462 

6,754 

- 

 

 

(60,58,51,053) 

 

 

98,29,149 

1,55,15,962 
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Noncurrent assets  

Other long term liabilities 

Net Cash Flow from Financing  Activities     ---- 

 

NET SURPLUS/(DEFICIT)                   ------------Opening 

Cash and CashEquivalents as on 01-04-2018 

 

Closing Cash and Cash Equivalents as on 31-03-2019 

 

 

 

 

C 

 

A+B+C 

5,27,45,211 

2,44,58,081 

10,25,48,403 

 

6,37,22,194 

35,17,11,188 

 

41,54,33,382 

 

 

 

Interpretation:- 

 During the year 2018-19 of the operating profit before working capital changes are Rs 

58,05,01,930.finally the cash generated from operations  slightly decreases. the value 

of Rs 56,70,24,844.among all the years the net profit is very high in this year. 

 The total amount of investing activities of AtmaLubricants&Specialities ltd during the 

year is Rs 60,58,51,053.it shows the high negative balance when compared with the 

previous years because the investment on purchase of assets us very high. 

 The total amount of financing actives are Rs 10,25,48,403. 

 

 

 

 

 

 

 

 

 

OperatingActivities: 
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Years OperatingActivities 

2014-15 180955504 

2015-16 259027907 

2016-17 351912303 

2017-18 532020230 

2018-19 580501930 

 

 

OperatingActivities:- 

 

 

 

 

 

Interpretation:- 
 

The above diagram the investing activates are increasing year to year in a good manner, from 

2014-15 to 2015-16 the increasing ratio seems to be constantly where as 2016-17 to 2017-18 

the ratio of increasing is more than the previous years , however it shows a constant 

development of the firm. 

 

 

InvestingActivities: 
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Years InvestingActivities 

2014-15 119309335 

2015-16 234952370 

2016-17 398840949 

2017-18 67123001 

2018-19 605851053 

  

 

InvestingActivities:- 

  

 

 

 

 

Interpretation:- 
 

                The above diagram is showing the investing activates for the last 5years. it shows 

how the company invests money in various activities, we can observe the above graph we can 

understand that from the year 2014-15 to 2016-17 onwards the ratio of investing money is 

increasing in a constant but whereas 2017-18 the company controlled their investing activities 

up to Rs 6,71,23,001 but the following year which shows high investment of previous year. 

 

FinancingActivities: 

0
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Years FinancingActivities 

2014-15 43106685 

2015-16 11611164 

2016-17 684140417 

2017-18 316902695 

2018-19 102548403 

 

 

FinancingActivities:- 

 

 

 

 

Interpretation:- 
 

                  The above financing activities of the company shows that how they have been 

doing the financial activities, the year 2014-15 to 2015-16 and to 2016-17the financial 

activities of the company is growing to growth but then the company controlled their 

activities in a decreasing manner we can see how in the diagram. 
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CashFlow Statement for the year ending from 2014-15 to 2018-19 

 

Particulars  

For the year 

    ending                                          

   2014-15 

For the year       

   ending 

  2015-16 

For the year  

   ending 

  2016-17 

For the year  

   ending 

  2017-18 

For the year   

    ending 

   2018-19 

A) CASH FLOW 

FROM OPERATING 

ACTIVITIES :      

Net Profit before tax 13,24,01,449 19,14,72,483 25,09,89,658 35,37,21,964 38,18,68,269 

Adjustments for :      

Depreciation 5,26,75,282 7,53,80,244 10,76,37,511 19,19,14,302 21,49,23,364 

Preliminary Expenses  

written off 27,095 4,075 4,075 (3,86,897) 0 

Dividend paid 0 0 0 (7,50,000) (7,50,000) 

Dividend Received (94,162) (1,66,389) (3,98,241) (6,140) (614) 

Early year tax 0 (20,83,631) (4,051) 84,192 0 

Differed tax asset 0 0 0 0 1,07,579 

Dividend tax 0 0 0 0 (1,24,566) 

Interest Received (36,03,648) (49,26,940) (63,16,649) 0 (1,55,15,962) 

Other (1,552) (20,83,631) 0 0 0 

Other income 1,78,851 0 0 0 0 

Fringe benefit tax (6,27,811) (6,51,935) 0 0 0 

Operating profit before  

working capital changes 18,09,55,504 25,90,27,907 35,19,12,303 53,20,20,230 58,05,01,930 

Inventory (1,24,92,998) (3,77,63,344) (32,13,24,199) (8,94,19,884) (29,42,06,061) 

Trade and Other 

Receivables 55,53,528 16,08,913 (29,72,995) (1,38,34,243) (12,12,90,509) 

Other Current    Assets (2,50,43,663) (21,40,498) (13,12,951) (26,44,283) 4,69,082 

S/C Payables 3,17,26,892 1,39,80,720 7,47,61,168 9,61,26,471 18,37,61,918 

Other current liabilities 0 0 0 0 23,11,17,652 

Loans &Advances 0 (2,29,11,047) (22,99,21,599) (6,52,58,119) (1,33,29,768) 

Direct Taxes Paid 3,29,86,706 5,60,83,597 8,67,99,320 (9,29,74,461) 0 

Cash generated from 

Operations 14,77,12,557 15,57,19,054 (21,56,57,593) 36,40,15,708 56,70,24,844 

B)CASH FLOW 

FROM INVESTING      
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ACTIVITIES: 

Purchase of Fixed Assets (12,26,09,487) (24,51,66,663) (39,92,39,190) (48,02,18,052) (61,03,15,269 

Sale of fixed assets 32,05,990 1,04,47,904 0 51,32,909 44,57,462 

Purchase of  Investments 0 (4,00,000) 0 0 0 

Share capital increased 0 0 0 54,22,02,004 0 

Commission Received 94,162 1,66,389 3,98,241 6,140 6,754 

Net Cash used for 

Investing Activities   (11,93,09,335) (23,49,52,370) (39,88,40,949) 6,71,23,001 (60,58,51,053) 

C)  CASH FLOW 

FROM FINANCING 

ACTIVITIES:      

Borrowings from Banks 

and  Others (4,66,99,760) 11,11,84,224 67,78,23,768 (32,94,59,886) 98,29,149 

Share capital received (10,573) 0 0 0 0 

Non current assets 0 0 0 0 5,27,45,211 

Long term liabilities 0 0 0 0 24,45,58,081 

Interest Received 36,03,648 49,26,940 63,16,649 1,25,57,191 1,55,15,962 

Net Cash Flow from 

Financing  Activities (4,31,06,685) 11,61,11,164 68,41,40,417 (1,69,02,695) 10,25,48,403 

NET SURPLUS (1,47,03,463) 3,68,77,848 6,96,41,875 11,42,36,014 6,37,22,194 

Opening Cash and 

Cash Equivalents as on  

01-04-2014 14,42,73,003 12,95,69,540 16,64,47,388 26,60,89,263 35,17,11,188 

Closing Cash and Cash 

Equivalents as on 31-

03-2019 12,95,69,540 16,64,47,388 23,60,89,263 35,03,25,277 41,54,33,382 
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CHAPTER – VI 

FINDINGS, SUGGESTIONS 

AND 

CONCLUSION 
 

 

 

 

 

 

 

 

 

FINDINGS 

 

 It is observed that the opening activities of cash flow are satisfactory throughout the 

study period. In the year 2014-15, 2015-16 the operating activities of cash flows has 

positive but the final year i.e.  2018-19 it is positive balance of Rs 58,05,01,930. 
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 It is found that investing activities of cash flow of Atma Lubricants&Specialities Ltd  

is negative the study period. Because of increasing the purchase of fixed assets. 

 
 It is observed that the financing activities of cash flows of Atma 

Lubricants&Specialities Ltd are fluctuated because of increased loans from banks & 

institutions. 

 
 The study reveals Net profit of Atma Lubricants&Specialities Ltd  throughout the 

study period is satisfactory during the year 2018-19 net profit is very high i.e. Rs 

53,20,20,230. 

 
 The study reveals operating profits of Atma Lubricants&Specialities Ltd  throughout 

the study period is satisfactory, during the year 2018-19 net profit is very high i.e. 

Rs 58,05,01,930 but the profit increasing ratio is decreased. 

 
 It is observed that financial activities of Atma Lubricants&Specialities Ltd during 

the year 2015-16 is very high ,compare with before and after years 2014-15, 2015-

16 because of borrowings &loans from banks. 

 

 

 

 

 

 

 

 

 

 

 

SUGGESTIONS 
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 It is recommended t use various cost control measures so that company can reduce 

cost of production. 

 
 The operating efficiency should be increased and this can be done in two ways. 

First “Atma Lubricants&Specialities ”has to concentrate on increasing sales and 

secondly it has to try and eliminate wastage in manufacturing the products. By 

improving in the two areas it can improve its efficiency. 

 
 It is suggested that AtmaLubricants&Specialities ltd have to reduce the current 

liabilities to improve their business. 

 
 It is suggested that the company should utilized the reserves in proper way, so 

ultimately to reduce the current liabilities. 

 
 It is suggested That Company has to take proper measures to recollect bad debts. 

 
 It is recommended That Net profit margin ratio is satisfactory in the company 

”Atma Lubricants&Specialities Ltd 

 
 To utilization of existing plant the company has increase the production as well as 

turnovers. 

 
 It is suggested the company liquidity position is good, the same pattern will be 

continuing in the future. 

 

 

 

 

 

 

 

 

 

CONCLUSION 
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   The company has been raising the deposits from inception, it gives the other income 

i.e. interest on deposits. Increasing the fixed assets is very important because of the profits 

point of view the company has to increase the fixed assets, the company under the study of 

Atma Lubricants&Specialities Ltd  the cash flow basis during study period 2014-2019 has 

been used effectively in purchasing of assets therefore the financial position of the company 

was in good conditions. And the company is utilizing money from banks and following the 

norms of the company to manage the all activities and result is to have constant profits. 
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BALANCE SHEET OF ATMA LUBRICANTS&SPECIALITIESLTD AS ON 31-3-
2015 (Amount) 
PARTICULAR  

31-3-2015 

EQUITY AND LIABILITY: 
Share capital 

Reserves and surplus 

Secured loans 

NON-CURRENT LIABILITY:- 
Deferred tax  

CURRENT LIABILITY:- 
Sundry creditors 
Other liability 

Interest accrued but due 

Unclaimed dividend 

Provisions  

Unsecured loans 

Total 

 

 

ASSETS: 

NON-CURRENT ASSETS:- 
Fixed assets 

Investments                                                                                

CURRENT ASSETS:- 
Inventory 

Sundry debtors 

 

7900000 

56307470 

60876041 

 

 

4320 

 

13540173 

741894 

2225257 

7650 

2224 

32241854 

173846883 

 

 

 

 

57196902 

6121606 

 

 

69737359 

35010412 
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Cash balance  

Interest accrued 

Bank balance 

Loans and advances 

Deposit 

Total 

75930 

65717 

18224 

1953275 

3667458                  

173846883 

STATEMENT PROFIT AND LOSS ACCOUNT OF ATMA 
LUBRICANTS&SPECIALITIES LTD 

PARTICULARS  Year Ended  

 31-3-2015 

INCOMES: 

Sales 

Other incomes  

Increase /decrease in stock 

Total Incomes  

 

EXPENDITURE: 

Raw materials& packing  material consumed 

Processing and operating expenses 

Salaries , wages& other payments to staff 

Administrative and marketing expenses 

Interest and financial charges  

Depreciation 

Expenditure Total 

 

PROFIT BEFORE TAX: 

Less: provision for tax 

Fringe benefit tax 

PROFIT AFTER TAX: 

Add: differed tax 

Add: previous year items 

Less: income tax for  previous years 

 

 

Add: balance brought forward  

 

 

423742302 

3954779 

504947 

428202028 

 

 

1023506571 

93831927 

13783556 

66013137 

10242362 

20711271 

1656290852 

 

16771683 

4341000 

         0 

12430683 

 649804 

142680 

           0 

 

13223167 

36005826 



 94 

BALANCE CARRIED FORWARD TO BALANCE SHEET 49228993 

 

 

 

 
BALANCE SHEET OF ATMA LUBRICANTS&SPECIALITIES LTD AS ON 31-3-
2016 (Amount Rs) 
PARTICULARS 31-3-2016 
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EQUITY AND LIABILITY: 

Share capital 

Reserves and surplus 

Secured loans 

NON-CURRENT LIABILITY:- 
Deferred tax 

CURRENT LIABILITY:- 
Sundry creditors 

Other liability 

Interest accrued but due 

Unclaimed dividend 

Provisions 

Unsecured loans 

                                                               Total 

 

 

ASSETS: 

NON-CURRENT ASSETS:- 
Fixed assets 

Investments                                                                                

CURRENT ASSETS:- 
Inventory 

Sundry debtors 

Cash balance  

Interest accrued 

Bank balance 

Loans and advances 

Deposits 

 

Total  

 

7900000 

66307470 

70876041 

 

 

4320 

 

13540173 

741894 

2225257 

7650 

2224 

42241854 

203846883 

 

 

 

 

 

47196902 

6121606 

 

89737359 

45010412 

75930 

65717 

18224 

6953275 

8667458                  

 

203846883 
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STATEMENT OF PROFIT AND LOSS ACCOUNT OFATMA 
LUBRICANTS&SPECIALITIES LTD 
PARTICULARS Year Ended 

 31-3-2016 

INCOMES: 

Sales 

Other incomes  

Increase /decrease in stock 

Total Incomes  

 

EXPENDITURE: 

Raw materials& packing  material consumed 

Processing and operating expenses 

Salaries , wages& other payments to staff 

Administrative and marketing expenses 

Interest and financial charges  

Depreciation 

Expenditure Total 

 

PROFIT BEFORE TAX: 

Less: provision for tax 

Fringe benefit tax 

PROFIT AFTER TAX: 

Add: differed tax 

Add: previous year items 

Less: income tax for  previous years 

 

 

Add: balance brought forward  

 

 

518467430 

11201221 

-24980001 

504688650 

 

 

1794218532 

155197289 

26868972 

136080239 

18507324 

39089995 

2169962351 

 

36478151 

8446493 

467313 

27564348 

1488949 

            0 

 461694 

 

28591603 

48579189 

BALNACE CARRIED FORWARD TO BALANCE SHEET 77170792 
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BALANCE SHEET OF ATMA LUBRICANTS&SPECIALITIES LTD AS ON 31-3-
2017 (Amount Rs) 
       PARTICULARS  31-3-2017 

EQUITY AND LIABILITY: 

Share capital 

Reserves and surplus 

Secured loans 

NON-CURRENT LIABILITY:- 
Deferred tax 

CURRENT LIABILITY:- 
Sundry creditors 

Other liabilities 

Interest accrued but not due 

Unclaimed dividend 

Provisions 

Unsecured loans 

 

  Total 

 

ASSETS: 

NON- CURRENT ASSETS:- 
Fixed asset 

Investments 

CURRENT ASSETS:- 
Inventory 

Sundry debtors 

Interest accrued 

Cash balance 

Bank balance 

Loans and advance 

Deposits 

 

  Total 

 

7900000 

68223241 

78558221 

 

 

1488949 

 

10979735 

2297589 

1241888 

25906 

8250 

30754008 

 

199180198 

 

 

 

 

65445118 

45086655 

 

69675444 

11353719 

66662 

27983 

75591 

3459568 

3989458 

 

199180198 

 



 98 

 

 

 

 

 

STATEMENT OF PROFIT AND LOSS ACCOUNT ATMA LUBRICANTS& 

SPECIALITIES LTD 

 PARTICULARS Year Ended 

31-3-2017 

INCOMES: 

Sales 

Other incomes  

Increase /decrease in stock 

Total Incomes  

 

EXPENDITURE: 

Raw materials& packing  material consumed 

Processing and operating expenses 

Salaries , wages& other payments to staff 

Administrative and marketing expenses 

Interest and financial charges  

Depreciation 

Expenditure Total 

 

PROFIT BEFORE TAX: 

Less: provision for tax 

Fringe benefit tax 

PROFIT AFTER TAX: 

Add: differed tax 

Add: previous year items 

Less: income tax for  previous years 

 

 

Add: balance brought forward  

 

 

546350198 

8279965 

12664933 

567295096 

 

 

2338261619 

213408096 

29470626 

167759794 

23599654 

40369063 

2812868852 

 

60810356 

13974988 

547908 

46467460 

2261614 

          0   

1022019 

 

47707055 

75681843 

BALANCE CARRIED FORWARD TO BALANCE SHEET 123388898 
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BALANCE SHEET OF ATMA LUBRICANTS &SPECIALITIES LTD AS ON31-3-
2018    (Amount Rs) 
PARTICULARS 31-3-2018 

EQUITY AND LIABILITY: 
Share capital 
Reserves and surplus 
Secured loans 

NON-CURRENT LIABILITY:- 
Deferred tax 

CURRENT LIABILITY:- 
Sundry creditors 
Other liabilities 
Interest accrued but not due 
Unclaimed dividend 
Provisions 
Unsecured loans 
 
 
Total 
 
 
 
ASSETS: 

NON- CURRENT ASSETS:- 
Fixed asset 
Investments 

CURRENT ASSETS:- 
Inventory 
Sundry debtors 
Interest accrued 
Cash balance 
Bank balance 
Loans and advance 
Deposits 
 
 
 
Total 

 
7900000 
76877359 
56481947 
 
 
2261614 
 
13540173 
741894 
2225257 
7650 
2224 
32241854 
 
 
192279972 
 
 
 
 
 
 
65220427 
16531170 
 
69737359 
35010412 
65717 
75930 
18224 
1953275 
3667458 
 
 
 
192279972 
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STATEMENT OF PROFIT AND LOSS ACCOUNT OF ATMA 

LUBRICANTS&SPECIALITIES LTD 

    PARTICULARS  Year Ended 

31-3-2018 

INCOMES: 

Sales 

Other incomes  

Increase /decrease in stock 

Total Incomes  

 

EXPENDITURE: 

Raw materials& packing  material consumed 

Processing and operating expenses 

Salaries , wages& other payments to staff 

Administrative and marketing expenses 

Interest and financial charges  

Depreciation 

Expenditure Total 

 

PROFIT BEFORE TAX: 

Less: provision for tax 

Fringe benefit tax 

PROFIT AFTER TAX: 

Add: differed tax 

Add: previous year items 

Less: income tax for  previous years 

 

 

Add: balance brought forward  

 

 

694457939 

20013459 

24192668 

738664066 

 

 

3003522365 

299487356 

43541860 

213468904 

37111286 

52675282 

3649807053 

 

13240449 

32986706 

627811 

98786932 

2315161 

178853 

1552 

 

101279394 

121127284 

 

BALANCE CARRIED FORWARD TO BALANCE SHEET  222406678 
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BALANCE SHEET OF ATMA LUBRICANTS&SPECIALITIES LTD AS ON 31-3-
2019  (Amount Rs) 
   PARTICULARS 31-3-2019 

EQUITY AND LIABILITY: 

Share capital 

Reserves and surplus 

Secured loans 

NON-CURRENT LIABILITY:- 
Deferred tax 

CURRENT LIABILITY:- 
Sundry creditors 

Other liabilities 

Interest accrued but not due 

Unclaimed dividend  

Provisions 

Unsecured loans 

 

Total 

 

ASSETS: 

NON-CURRENT ASSETS:- 
Fixed asset 

Investments 

CURRENT ASSETS:- 
Inventory 

Sundry debtors 

Interest accrued 

Cash balance 

Bank balance 

Loans and advance 

Deposits 

 

                                                             Total 

 

7900000 

87912406 

70731166 

 

 

2315161 

 

10981225 

1838879 

1609364 

7650 

1841219 

22959662 

 

208096732 

 

 

 

 

65854756 

35122538 

 

70039902 

27695016 

65757 

81869 

191043 

5368232 

3677619 

 

208096732 
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STATEMENT OF PROFIT AND LOSS ACCOUNT OF ATMA 

LUBRICANTS&SPECIALITIES LTD 

 
 PARTICULARS 

Year Ended 

31-3-2019 
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INCOMES: 
Sales 
Other incomes  
Increase /decrease in stock 
 
TotalIncomes  
 

EXPENDITURE: 
Raw materials& packing  material consumed 
Processing and operating expenses 
Salaries , wages& other payments to staff 
Administrative and marketing expenses 
Interest and financial charges  
Depreciation 
 
ExpenditureTotal 
 

PROFITBEFORETAX: 
Less: provision for tax 
Fringe benefit tax 
PROFITAFTERTAX: 
Add: differed tax  
Add: previous year items 
Less: income tax for  previous years 
 
 
 
Add: balance brought forward  
 

 
729138804 
21160133 
-28874089 
 
721424848 
 
 
 
3704017569 
366501332 
66523436 
264456756 
31881963 
75380244 
 
450876130 
 
191472483 
56086597 
651935 
134733951 
3221103 
        0 
2083631 
 
135871423 
 
220125849 

 
BALANCE CARRIED FORWARD TO BALANCE SHEET 

 
355997272 
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INTRODUCTION TO FINANCE: 

To understand the meaning of financial management, one mustunderstand the meaning 

of both words financial and management separately. Financial means procuring sources of 

money supply and allocation of these sources on the bases of forecasting monetary 

requirements of the business. The word management refers to planning, organization, co- 

ordination and control of human activities and physical resources for achieving the objectives 

of an enterprise. 

 
Thus, financial management is that part of business management which is concerned with the 

planning and controlling of firm’s financial sources. 

 
Financial management refers to the management of finance. It is the effective and efficient 

utilization of financial resources. It means creating a balance among financial planning, 

procurement of funds, profit administration and sources of funds. The financial management 

is defined asfollows. 

 
DEFINITION: 

 

“Financial management is concerned with the efficient use of an important economic 

resource, namely, capital funds.” 

- EzraSolomon 
 
 

“Financial management is the area of business management of devoted to the judicious use of 

capital and careful selection of sources of capital in order to enable a spending unit to  move 

in the direction of reaching itsgoals”. 

- J.FBradley 
 
 

“Financial management is the application of the planning and control functions of the finance 

function.” 

 
- Howard &Upton 
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SCOPE OF FINANCIAL MANAGEMENT: 
 

Financial management has under gone significant changes, over the years in its scope and 

coverage. Financial management approach measures the scope of the financial management 

in various fields, which include the essential part of the finance. Broadly, it has two 

approaches. 

 
1) Traditional approach: 

The scope of finance was treated, in the narrow sense of procurement or arrangement of 

funds. The finance manager was treated as just provider of funds, when organization was in 

need them. The utilization or administering resources was considered outside the purview of 

the financefunction. 

 
2) Modernapproach: 

The modern approach views the term financial management in a broad sense and provides a 

conceptual and analytical framework for financial decision-making. According to it, the 

finance function covers both acquisitions of funds as well as their allocation. Thus, apart from 

the issues involved in acquiring external funds, the main concern of financial management is 

the efficient and wise allocation of funds to various uses. 
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OBJECTIVES OF FINANCIAL MANAGEMENT: 

Financial management is concerned with procurement and use of funds. Its main aim is to use 

business funds in such a way that the earnings are maximized. There are various alternatives 

available for using business funds. Each alternative course has to be evaluated indetail. 

The pros and cons of various decisions have to be looked into before making a final 

selection. The decisions will have to take into consideration the commercial strategy of the 

business. Financial management provides a framework for selecting a proper course of action 

and deciding a viable commercial strategy. The main objective of a business is to maximize 

the owner’s economic welfare. There are two main objectives of financialmanagement. 
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FUNCTIONS OF FINANCIAL MANAGEMENT: 
 

It may be difficult to separate the finance functions from production, marketing and 

other functions, yet the functions themselves can readily identify. The function of raiding 

funds, investing them in assets and distributing returns earned from assets to shareholders are 

respectively known as financing, investing and dividend decisions. While performing these 

functions, a firm attempts to balance cash inflows and outflows. 

The functions of financial management are as follows. 

1. Investmentdecision 

The investment decision relates to the selection of assets in which funds will be invested 

by a firm. The asses which can be acquired fall into two broad groups. 

Long-term assets which will yield a return over a period of time in future, 

Short-term or current assets defined as those assets which in the normal course of business 

are convertible into cash usually withinyear. 

Accordingly, the asset selection decision of a firm is of two types. The first of these involving 

the first category of assets is popularly known in the financial literature as capital budgeting. 

The aspect of financial decision-making with reference to current assets or short-term assets 

is popularly designated as working capitalmanagement. 

 
2. Financing decision: 

The second major decision involved in financial management is the financing 

decision. The investment decision is broadly concerned with the asset-mix or thecomposition 

Objectives of financial management 

Wealth Maximization Profit 
Maximization 
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of the assets of a firm. The concern of the financing decision is with the financing-mix or 

capital structure or leverage. The term capital structure refers to the proportion of debt (fixed- 

interest sources of financing) and equity capital (variable-dividend securities/sources of 

funds). The financing decision of a firm relates to the choice of the proportion of these 

sources to finance the investmentrequirement. 

 
3. Dividend policy decision: 

The third major decision of financial management is the decision relating to the 

dividend policy. The dividend decision relating to the dividend policy. The dividend decision 

should be analyzed in relation to the financing decision of a firm. Two alternatives are 

available in dealing with the profits of a firm. They can be distributed to the shareholders in 

the firm of dividend or they can be retained in the business which course should be followed 

dividend or retention. 

 
4. Liquidity decision: 

Liquidity decision is concerned with the management of current assets. Basically, this 

is working capital 

Management; working capital management is concerned with the management of 

current assets. It is concerned with short-term survival. Short term-survival is a prerequisite 

for long-term survival. 
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INTRODUCTION 
 

A mutual fund is a trust that pools the savings of a number of investors who share a common 

financial goal. The money thus collected is invested in capital market instruments such as 

shares, debentures, and other securities. The income earned through these investments is 

shared by its unit holders in proportion to the number of units owned by them. Thus, a Mutual 

Fund is the most suitable investment for the common man as it offers an opportunity to invest 

in a diversified, professionally managed basket of securities at a relatively low cost. 

Investments in securities are spread across a wide cross section of industries and sectors and 

thereby reduce the risk. Asset Management Companies (AMCs) normally come out with a 

number of schemes with different investment objectives from time to time. A mutual fund is 

required to be registered with the Securities and Exchange Board of India (SEBI), which 

regulates securities markets before it can collect funds from the public. 

 
HISTORY OF MUTUAL FUNDS: 

 
Prof K Geert Rouwenhorst in 'The Origins of Mutual Funds', states that the origin of pooled 

investing concept dates back to the late 1700s in Europe, when "a Dutch merchant and broker 

invited subscriptions from investors to form a trust to provide an opportunity to diversify for 

small investors with limited means." The emergence of "investment pooling" in England in 

the 1800s brought the concept closer to the US shores. 

 
The enactment of two British laws, the Joint Stock Companies Acts of 1862 and 1867, 

permitted investors to share in the profits of an investment enterprise and limited investor 

liability to the amount of investment capital devoted to the enterprise. Shortly thereafter, in 

1868, the Foreign and Colonial Government Trust was formed in London. 

 
It resembled the US fund model in basic structure, providing "the investor of moderate means 

the same advantages as the large capitalists by spreading the investment over a number of 

different stocks." More importantly, the British fund model established a direct link with the 

US securities markets, helping finance the development of the post-Civil War US economy. 

 
The Scottish American Investment Trust, formed in February 1873, by fund pioneer Robert 

Fleming, invested in the economic potential of the US, chiefly through American railroad 

bonds. Many other trusts followed them, who not only targeted investment in America, but 
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led to the introduction of the fund investing concept on the US shores in the late 1800s and 

the early 1900s. The first mutual or 'open-ended' fund was introduced in Boston in March 

1924. The Massachusetts Investors Trust, which was formed as a common law trust, 

introduced important innovations to the investment company concept by establishing a 

simplified capital structure, continuous offering of shares, and the ability to redeem shares 

rather than holding them until dissolution of the fund and a set of clear investment restrictions 

as well aspolicies. 

 
The stock market crash of 1929 and the Great Depression that followed greatly hampered the 

growth of pooled investments until a succession of landmark securities laws, beginning with 

the Securities Act, 1933 and concluded with the Investment Company Act, 1940, 

reinvigorated investor confidence. Renewed investor confidence and many innovations led to 

relatively steady growth in industry assets and number of accounts. 

 
UTI Mutual Fund is the present name of the erstwhile Unit Trust of India (UTI). While UTI 

functioned under a separate law of the Indian Parliament earlier, UTI Mutual Fund is now 

under the SEBI's (Mutual Funds) Regulations, 1996 like all other mutual funds in India. 

 
The emergence of a uniform industry with the same structure, operations and regulations 

make it easier for distributors and investors to deal with any fund house. Between 1999 and 

2005 the size of the industry has doubled in terms of AUM which have gone from above Rs 

68,000 crores to over Rs 1, 50,000 crores 

 
CONCEPT OF MUTUAL FUND: 

 
Mutual fund is a vehicle to mobilize moneys from investors, to invest in different markets  

and securities, in line with the investment objectives agreed upon, between the mutual fund 

and the investors. In other words, through investment in a mutual fund, a small investor can 

avail of professional fund management services offered by an asset managementcompany. 

 
ROLE OF MUTUAL FUND: 

Mutual funds perform different roles for different constituencies. 

Their primary role is to assist investors in earning an income or building their wealth, by 

participating in the opportunities available in various securities and markets. It is possible for 

mutual funds to structure a scheme for any kind of investment objective. 
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Thus, the mutual fund structure, through its various schemes, makes it possible to tap a large 

corpus of money from diverse investors. 

 
Therefore, the mutual fund offers schemes. In the industry, the words ‘fund’ and ‘scheme’ are 

used inter-changeably. Various categories of schemes are called “funds”. In order to ensure 

consistency with what is experienced in the market, this Workbook goes by the industry 

practice. However, wherever difference is required to be drawn, the scheme offering entity is 

referred to as “mutual fund” or “the fund”. 

The money that is raised from investors, ultimately benefits governments, companies or other 

entities, directly or indirectly, to raise moneys to invest in various projects or pay for various 

expenses. 

 
As a large investor, the mutual funds can keep a check on the operations of the investee 

company, and their corporate governance and ethical standards. 
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NEED FOR THESTUDY: 
 
The study is conducted on various Equity Mutual Funds schemes and to evaluate the performance of 

the mutualfunds. 

Mutual funds are a topic which is of enormous interest not only to researchers all over the world, 
but also to investor. 
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OBJECTIVES OF THESTUDY: 

Following are the objectives of thestudy. 
 

 To understand the concept of mutualfund 

 To observe the fluctuations in NAV’S of selected equity MutualFunds. 

 To study Risk and Return in equity mutualfunds. 

 To evaluate the performance of selected equity mutualfunds. 

 To give findings and suggestions to the public as which one is giving morereturn. 
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RESEARCH METHODOLOGY 
 

Meaning of research: The method and technique that are used for conducting the 

research. Research methodology is a systemic way of solving research problem this 

methodology includes all the stages of research such as research process, research design, 

data collection, data analysis, data interpretation and datapresentation. 

Data collection: 
 

The objective of the present study can be accomplished by conducting a systematic research 

to know the effect of Mutual Fund Schemes on theBusiness. 

Secondary data: 
 

Secondary data is taken from 

 
 www.nseindia.com 

 www.amfiindial.com 

 Brocuhers 

 Financial reports generated by researchdepartment 
 

 
Sampling Design: 

 
From this study all information has collected from secondary sources like Internet, Money 

control, NSE and from books. The various information about analysis Historical data was 

collected from website. 

The selected stocks are as follows 

 
 Aditya Birla frontline equityfund 

 
 SBI Equityfund 

 
 HDFC Equityfund 

 
 Franklins Equityfund 

 
 Reliance equityfund 

http://www.nseindia.com/
http://www.amfiindial.com/


13  

BASED ON THE MARKET CAPITALIZATION WE SELECTED TOP FIVE EQUITY 

FUNDS IN THE MUTUAL FUND HOUSE. 

 
Tools used in this research to find out objectives: 

 
Average Return Return = (closing Price-Opening Price)/ (opening Price)*100 

 
Formulae 

 
Mean = ƩX/n 

 
%change = (New Value − Old Value)/Old Value × 100% 

Standarddeviation =√variance 

Sharpeeratio = (Rp-Rf)/?p 

Tools in Risk Statistics 

Standard Deviation: 
Standard Deviation is the measure of the deviation in the returns of the portfolio. In Simple 

Words it tells us how much scheme return can deviate from the expected normal return 

Standard deviation is a measure of how spread out values are in a series of returns. In 
calculating the standard deviation, it gives investors a “standard” way of knowing what is 

normal, and what is outside the range of normality. A lower standard deviation is better, and it 
means returns are more likely to be in a narrower range, whereas a larger standard deviation 
means returns are more likely to be scattered and less consistent. Standard deviation can be 
calculated based on multiple time horizons, most commonly monthly and yearly. Standard 
deviation should be assessed in conjunction with the monthly and/or yearly returns to grasp 
whether the investment is worth considering. Again, the main thing to remember is that the 
smaller the number the better. 

S.D =√variance 
 
 

Sharpee Ratio 

Sharpee ratio is a measure of the excess return generated by a portfolio relative to the total 
risk it is exposed to. 

Sharpee Ratio tells us whether the returns of the scheme are due to smart investment 
decisions or a result of excess risk taken. Higher the Sharpee ratio better is the performance 
of the fund for taking on additional risk. 
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Sharpee ratio is probably the most commonly used risk adjusted ratio throughout the 
investment universe. Sharpee ratio is a measure of risk–adjusted performance that indicates 
the level of excess return per unit of risk. In summary, the Sharpee Ratio is equal to 
compound annual rate of return minus rate of return on a risk–free investment divided by the 
annualized monthly standard deviation. The greater the Sharpee ratio the greater the risk– 
adjusted return and we would like to see this number as high as possible. Usually speaking a 
Sharpee ratio of 1.0 or greater is considered to be good and essentially implies that for every 
unit of risk you are assuming you are achieving an equal amount of return. In short, the larger 
the Sharpee ratio the better. One thing to closely consider, is the risk free rate used in the 
calculation which can greatly affect the final number. 

The formula for calculating the Sharpee ratio is {R (p) – R (f)} /s (p) 

Where 

R (p): Portfolio return 

 
R (f): Risk free rate of return 

 
s (p): Standard deviation of the portfolio 

 
Realized historical return is used to calculate ex-post Sharpee ratio while ex-ante Sharpee 
ratio employs expected return. 
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SCOPE OF THE STUDY: 

The period of the study is for 5 Years (2015 -2018). The study uses a sample of 5 mutual fund 

schemes (BIRLA, RELIANCE, HDFC, FRANKLIN, SBI) comprising of all equity funds. 
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LIMITATIONS OF THE STUDY: 
 

The following are the limitations of the study 
 

 Mostly the data is related to the secondarydata. 

 The product is restricted to only mutualfunds. 

 The data is only limited to financial performance of the mutualfunds. 

 The collected primary data is only from the one branch head ofVijayawada 

 The data is only limited to 5 years i.e., 2015 to2018. 
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Chapter-3 
COMPANY PROFILE-II 
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PROFILE OF ZEBU ETRDE AND WEALTH MANAGEMENT 

 
 

About us 
 

Zebu is one of the trusted retail brokers In India. The company was founded in the year 2007 

by Mr. Vijayakumar Villain(Director and Co-founder ). At zebu we are focused to satisfy our 

customer in an ethical and professional ways. We offer a wide range of financial products and 

services which includes Stock Market Broking, Commodity Broking, Currency Broking, 

Mutual Fund Distributions, Portfolio Management Services and Wealth Management. We 

believe and respect wealth as much as you do. So we have hired a team of professional's to 

help our customers get a right understanding of the finical markets. Our consistent efforts 

towards quality have increased our reputation among the financial sectors. We intent to 

inform, educate and aid you in rational decision-making and be a preferred choice for 

investmentproducts. 

Website 

http://www.zebuetrade.comHeadq

uarters 

Chennai, 

TamilnaduYear 

Founded 2007 

Company Type 

Privately 

HeldSize 

51-200 employees 

https://www.linkedin.com/redir/redirect?url=http%3A%2F%2Fwww.zebuetrade.com&amp;urlhash=0TVK&amp;trk=about_website
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Specialties 
 

Stock broker, financial services, Investment and Trading, commodity broker, 

portfoliomanagement services, mutual funds 

 
 

Products of Zebu Etrade Broking 
 

 OnlineTrading 

 Commodities 

 DPServices 

 PMS (Portfolio ManagementServices) 

 Insurance 

 IPOAdvisory 

 MutualFund 

 Personalloans 

 Qualityassurance 
 

 
Investment Advisory Services 

 

To derive optimum returns from equity as an asset class requires professional guidance 

and advice. Professional assistance will always be beneficial in wealth creation. Investment 

decisions without expert advice would be like treating ailment without the help of a doctor. 

 
 Expert Advice: Their expert investment advisors are based at various branches across 

India to provide assistance in designing and monitoringportfolios. 

 
 Timely Entry & Exit: Their advisors will regularly monitor customers’ investments and 

guide customers to book timely profits. They will also guide them in adopting switching 

techniques from one stock to another during various marketconditions. 

 
 De-Risking Portfolio: A diversified portfolio of stocks is always better than 

concentration in a single stock. Based on their research, they diversify the portfolio in 

growth-oriented sectors and stocks to minimize the risk and optimize thereturns. 
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Commodities 
 

A commodity is a basic good representing a monetary value. Commodities are most often 

used as inputs in the production of other goods or services. With the advent of new online 

exchange, commodities can now be traded in futures markets. When they are traded on an 

exchange, Commodities must also meet specified minimum standards known as basic grade. 

 
Types of Commodities 

 

1. PreciousMetals : Gold andSilver 

2. BaseMetals : Copper, Zinc, Steel andAluminum 

3. Energy : Crude Oil, Brent Crude and NaturalGas 

4. Pulses : Chana, Urad andTur 

5. Spices : Black Pepper, Jeera, Turmeric, RedChili 

6. Others : Guar Complex, Soy Complex, Wheat andSugar 
 
 

Benefits at Zebu Etrade 
 

1) Three different online products tailored for traders &investors. 

2) Single Screen customized market-watch for MCX / NCDEX with BSE /NSE. 

3) Streaming Quotes and real time Rates. Intra-day tradingcalls. 

4)  Research on 25 Agro Commodities, Precious and Base Metals, Energy products and 

Polymers. 

5) An array of daily, weekly and special researchreports. 

6) Highly skilled analysts with professional industryexperience. 

7) Active relationship managementdesk. 

8) Seminars, workshops and investment camps forinvestors 
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Depositary Participant Services 
 

Zebu Etrade Broking Ltd. is a DP services provider though CDSL. We offer depository 

services to create a seamless transaction platform to execute trades through Zebu Etrade 

group of companies and settle these transactions through Zebu Etrade Depositoryservices. 

 Wide branchcoverage

 Personalized/attentive services of trained a dedicatedstaff

 Centralized billing &accounting

 Acceptance & execution of instruction onfax

 Daily statement of transaction & holdings statement one-mail

 No charges for extra transaction statement & holdingsstatement

 
Portfolio Management Services 

 

Successful investing in Capital Markets demands ever more time and expertise. 

Investment Management is an art and a science in itself. Portfolio Management Services 

(PMS) is one such service that is fast gaining eminence as an investment avenue of choice for 

High Net worth Investors (HNI). PMS is a sophisticated investment vehicle that offers a 

range of specialized investment strategies to capitalize on opportunities in the market. The 

Portfolio Management Service combined with competent fund management, dedicated 

research and technology, ensures a rewarding experience for itsclients. 

Zebu Etrade PMS brings with it years of experience, expertise, research and the 

backing of India's leading stock broking house. At Zebu Etrade, experienced portfolio 

management is the difference. It will advise you on a suitable product based on factors such 

as your investment horizon, return expectations and risk tolerance 
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DEPARTMENT STUDY 
 

PRODUCT & SERVICE DETAILS AND PORTFOLIO 
 

 REPORTS: 
 
 
 

 Market Outlook at 9:15a.m.

 Technical Report at 6:00p.m.
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 Derivative Analysis Report at 9:15a.m.

 
 FUNDAMENTAL RESEARCHSERVICES: 

 The Sunday Weekly Report:

This weekly report is the ace of all reports. It offers a comprehensive market 

overview and likely trends in the week ahead. It also presents few top picks based on 

an in-depth analysis of technical and fundamental factors. 

It gives short term and long-term outlook on these scrip’s, their price targets and 

trading strategies. Another unique feature of this report is that it provides an updated 

view of about 70 prominent stocks on an ongoing basis. 

 The Industry Watch:

This report provides an in-depth analysis of specific industries which are likely 

to outperform others in the economy.It analyzes their strengths and weaknesses and 

ascertains their future outlook. The final view is arrived at after thorough interaction 

with industry experts. Also, comparative performances of various companies in the 

sector are evaluated and top picks are recommended. 

 Stock Analysis:

Zebu Etrade’s stock research has performed very well over the past few years 

and the Zebu Etrade Model Portfolio has consistently outperformed the benchmark 

indices. The fundamentals of select scrip are thoroughly analyzed and an actionable 

advice is provided along with investment rationale for each scrip. 

 Flash News:

Key developments and significant news announcements that are likely to have 

an impact on markets / scrip are flashed live on trading terminals. Flash news keeps 

the market participants updated on an online basis and helps them to reshuffle on their 

holdings. 
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 TECHNICAL RESEARCH SERVICE: 
 Nifty Tracker: 

Nifty Futures is the most traded instrument with highest volumes in F & O and excellent 

liquidity.The team tracks the Nifty Future and generates calls based on unique trading 

system which is a result of their focused research over the past few years. The objective is 

to generate positive returns for traders who are looking for a high risk / high reward 

product. 

 Online Chart:

An online forum to help clients, specifically day traders in judging the 

directions of the market and stocks which are in the limelight. 

 Intraday Call:

For day traders, Zebu Etrade provides intra-day calls with entry, exit and stop 

loss levels during market hours. These calls are flashed on their terminals. Their 

analysts continuously track the calls and provide recommendations according to the 

market movements. 

 Position Calls:

Zebu Etrade’s “Position Trading Calls” are based on thorough analysis of the 

price movement in select scrips.These calls are for a 10-15-day time span with stop 

loss and target levels. These calls are flashed on their terminals during market hours. 

 Derivative Strategies:

Their analysts take view on the Nifty and select stocks based on the derivatives 

data and technical tools. Suitable “Derivative Strategies” are devised, which are 

flashed on their terminals and published in their reports. 

 Futures Calls:

A customized product for HNIs to help them trade with leveraged position; 

wherein clients are advised on the stocks with entry, exit and stop loss level for short 

term benefits. Over and above this, financial status of the calls is monitored at all 

times. 
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 INVESTMENT ADVISORYDESK: 

At Zebu Etrade, they have a dedicated Investment Advisory Desk: - 
 

 To help manage client’s equity portfolio and createwealth

 To help client understand their risk profile and define investment goalsrealistically

 To minimize client’s risk and maximize theirreturns

 To help client decide what to buy / sell and when to buy /sell

 To help client’s understand macro-economic trends and sectoral / company 

developments

 To help client restructure their portfolio based on soundresearch
 
 
 

LIST OF SERVICES BEING PROVIDED BY THE COMPANY: 
 

 EQUITY: 

  Trade &invest in Delivery & Margin products, ETF 's and Stock SIP 's 

across BSE & NSE. 

 Multiple trading options: Online Trade, Call ’N' Trade Desk and Dedicated 

Advisors. 

 All platforms integrated with LIVE market feeds, advanced tools and research 

reports. 

 Customized investment strategies & actionable advice across time horizons & 

riskprofiles 

 Portfolio Restructuring based on risk profile with model portfolios and 

benchmarkcomparisons. 

Portfolio Restructuring based on risk profile with model portfolios and benchmark 

comparisons. 
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 DERIVATIVES 
 

 Option to trade in Futures and Options across NSE.

 Future Plus, an excellent leverage product for intraday traders with limitedmargin.

 Multipletradingoptions:OnlineTrade, Call’N’TradeDeskandDedicatedAdvisors.

 Dedicated technical research desk providing insightful daily & monthlyreports.

 Customized actionable strategies as per risk profiles and timehorizons.

 Exclusive in-house tools designed for faster decision making & single clickexecution.

 Flexible brokerage plans and advance brokerage schemes based on customer’s trading 

profile.

 COMMODITIES: 

 Option to trade across Bullion, Base Metals, Energy, Agro and othercommodities.

 Customized offerings for Investors, Traders, Hedgers, Speculators orArbitrageurs.

 Availability of structured products, inter-commodity spreadsetc.

 Value Plus, an excellent leverage product for intraday traders with limitedmargin.

 Alternative investments like E-Gold, E-Silver with DEMAToptions.

 Multipletradingoptions:OnlineTrade, Call’N’TradeDeskandDedicatedAdvisors.

 Specialized Research desk providing customized strategies, insightful reports and 

marketupdates.

 
 CURRENCY 

 
 Most matured and highly liquidity product in world, which driven on 

fundamentalgrounds. 

 Option to utilize customer’s margins and collaterals across Equity, F&O, 

Currencysegments. 

 Multiple trading options: Online Trades, Call ’N' Trade Desk and Dedicated 

Advisors. 

 Specialized Research desk providing customized strategies, insightful reports and 

marketupdates. 

 Specialized Research desk providing customized strategies, insightful reports and 

marketupdates. 
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 MUTUALFUNDS 

 Option to invest in 9,000 schemes across 40AMC's. 

 Investment options across Equity, Debt, Balanced, Tax Savingfunds. 

 Lump sum, SIP, STP and SWP facility to help customer manage customer’s 

investmentswisely. 

 Multiple ways to invest: Online Trade, Call ’N’ Trade Desk and Dedicated 

Advisors. 

 Dedicated relationship managers to provide timelyrecommendations. 

 Online tracking tools with in-built portfolio restructuringrecommendations. 

 Model portfolios based on risk profile with benchmark comparisons, research 

views etc. 

 
 

 FAMILYOFFICE 
 

Family offices are private wealth management advisory firms that serve ultra-high net 

worth investors. Family offices are different from traditional wealth management shops in 

that they offer a total outsourced solution to managing the financial and investment side of an 

affluent individual orfamily. 

Family offices work collaboratively with a team of advisors from each of the 

necessary disciplines to ensure the family’s wealth transfer plan is well-coordinated and 

optimized for its legacy desires. 

 All investments - savings account, equity, mutual funds, insurance and other 

assets are consolidate at one place, to give customer clear picture in reaching 

customer’s financial goals and milestones. 

 Generate reports on regular time interval, giving broader view to plan 

strategically oninvestments. 

 Helps families in their legacy planning and management of "The Will”, to 

protect customer’sfamily. 
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6. INITIAL PUBLICOFFERINGS 

 Advantage of either applying for IPOs through online platforms as well as 

offline. 

 IPO recommendations for select offers provided by their advisoryteam. 
 Secure investing through a single login across devices Desktop, Mobile or 

Web. 

7. INSURANCE 

 Wide range of Life & General insurance products. 

 Comprehensive coverage recommendations based on specificneeds. 

 Tie-ups with multiple Life & General insurancecompanies. 

 Online tracking feature to help customer get all customer’s financial 

investments under oneroof. 

 
8. FIXED INCOME/ CORPORATEBONDS. 

 Wide range of products from Company Fixed Deposits, Bonds, NCDsetc. 

 Flexibility to choose your investment amount, tenure, interest payment and 

maturityperiods. 

 Dedicated Research and Advisory desk for customizedrecommendations. 

 Online Tracking feature to help you get all your financial investments under 

one roof. 

 Regular updates via email on new products andrecommendations. 
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SWOT ANALYSIS 
 

Strengths 
 

 Experienced Promoters and managementteam 

 Cordial relationship with Customers & Strong Risk managementpolicy. 

 Highly qualified staff and active presence of key managerialpersonnel. 

 Latest server configuration, with one of the best and leading software vendors 

in India for frontend tradingplatform. 

 Having accounting back office software, such that it allows clients, sub brokers, 

remisers to access their accounts directly throughwebsite. 

 Easy to understand accounting system for clients and e-Contract Notes facility 

for quick deliverymechanism. 

 Confirmation of trades, ledger balances, and other important information 

sending directly on client’s mobile on daily basis for greater transparency and 

to avoid future tradedisputes. 

WEAKNESSES: 

 Dependent upon growth in commodity brokingindustry. 

 Dependence upon existing customers for theirbusiness. 

 Strongly dependent on international markets such as COMEX, NYMEX for 

non-Agriproducts. 

 
OPPORTUNITIES: 

 Establishment of market in neighboringstates. 

 Potential to increase the business in the existingfacility. 

 Opportunity to attract more customers through providing more betterservices. 
 

THREATS: 

 Industry is prone to change in governmentpolicies 

 There are no entry barriers in the industry which puts them to the threat of 

competition from newentrants. 
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RISK MANAGEMENT LEVELS 
 

Risk management in the Company is carried out at the client-level, the scrip-level and the 

company level: 

 CLIENT-LEVEL RISKMANAGEMENT: 

This is carried out by using online surveillance and monitoring tools developed 

by professional software companies in the industry and with the help of Comfort’s 

internal team. have developed procedures to serve multiple clients’ requirements and 

controlling the overall risk at the same time. Trading parameters are set on a dynamic 

basis and are robust enough to incorporate changes required due to market conditions 

and clients tradingpotential. 

 PRODUCT-LEVEL RISKMANAGEMENT. 

They use internal “product-based margining’ which is based on various 

parameters including impact cost, liquidity, volatility and market price fundamentals. 

maintain product level, group level and segment level margins and limits as per the 

policy. The product list with new margin rates is revised using established parameters 

on a periodic basis. 

 
 COMPANY-LEVEL RISKMANAGEMENT 

Technology is optimized internally to implement established risk policies, 

create and maintain support to end users and implement robust data and network 

backup plans so that company- wide risk in the business can be reduced. 

 
 REAL-TIME RISKMANAGEMENT 

For real time risk management, a software called “Protector”, and also a part of 

the software “ODIN” named “ADMIN” is used. Both these software’s are supplied by 

Financial Technology (India)Limited. 

“Protector” is complemented by a real-time risk management system that 

gives users information on clients’ open positions. This system can evaluate risks at 
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pre-trade and post-trade levels on a dynamic or real time basis. The integrated risk 

management features allow risk management team to exercise a high degree of control 

over the entireprocess. 

 SECURITY AND DISASTERRECOVERY 

They have an information security policy and conduct periodic systems and 

network penetration tests to review the vulnerability of infrastructure. At least three 

recent and complete backups (not incremental backups) made on different dates 

containing the company’s critical records are always stored offsite. 

This policy ensures that a sufficient number of backup copies are always 

available for an important restore operation following an emergency or a disaster. If 

only one copy was used, the same could be damaged during a restore operation. 

F.COMPLIANCE 

They have in place an independent and comprehensive compliance structure to 

address compliance and reputation risk. The compliance function is headed by 

company secretary who reports to the Corporate Governance Committee of the 

Company on matters relating to prevention of Insider trading as specified in the 

policy. The Compliance department’s role is to ensure that the Company operates in 

accordance with the laws and regulations of the exchanges and regulators. The 

Compliance officer provides support for each of thebusinesses. 

In addition, the Department provides advice on general regulatory matters, 

including policy, advertising, anti - money laundering, account opening, personal 

investment, & maintenance of Chinese wall, prevention of Insider Trading and 

general policies and procedures relating to regulations. The Compliance department is 

the main liaison arm of the Company with the regulators and handles all regulatory 

matters. It also ensures that persons connected to the Company do not profit by 

dealing in securities on the basis of unpublished price sensitiveinformation 

 
G. PRESERVATION OF PRICE SENSITIVEINFORMATION 

They have an insider trading policy in place. As per the policy all connected 

and deemed to be connected persons including, directors, officers and designated 

employees of the company shall maintain the confidentiality of all unpublished price 

sensitive information. Such persons shall also not pass on such information to any 

person directly or indirectly by means such as making a recommendation for the 
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purchase or sale of securities etc. 

Unpublished Price Sensitive Information is to be handled on a "need to know" 

basis, i.e., Price Sensitive Information should be disclosed only to those within the 

company who need such information to discharge their duties. All files, whether 

electronic or manual, containing confidential information shall be kept secure. 

 
H. ReceivablesManagement: 

In order to facilitate funds movement, they have adopted a centralized funds 

management system. Online Fund Transfer facility obtained by Atom Technologies 

provides direct Pay – in and Pay – out to the clients. 

I. TECHNOLOGY: 

To maintain their risk management system and reduce operational errors, they 

need to be well equipped with regards to latest software and hardware available in the 

market. Their investment in technology will help them to achieve economies of scale 

as They expand their product and service offerings. To ensure operational efficiency 

and mitigate their risk, they have set up a dedicated data Centre at their registered 

office and have invested in high-performance trading software. 

 
NETWORKING AND CONNECTIVITY SETUP 

 
They recognize the need to have a sophisticated technology network in place to meet 

their customer needs, reduce processing costs and maintain a risk management system. They 

have invested in high performance trading software. 

Their technology infrastructure is aimed at ensuring that their trading and information 

systems are reliable and performance enhancing and that client data are protected. 

The highlights of their technology infrastructure and systems include: 
 

 A technology team comprising of experienced persons in their respectivefield.

 Managing a complex multi-product or multi-architecture system serving the needs of 

theircustomers.

 Balanced approach to IT combined with a quick response to businessneeds.

 Scalable platforms for order management and risk management requiring minimal 

humanintervention.
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 Sophisticated server and networkinfrastructure.

 Redundancy (alternate connectivity) fornetwork.

 Data back-up is taken on an incremental basis on hard disk & drives and sent to 

anotherlocation.

CONNECTIVITY INFRASTRUCTURE: 
 

They have set up a Local Area Network (LAN) & leased line at their office at 

Hyderabad. Additionally, they have a range of service providers which ensures connectivity 
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for the trading platform and other services. All service providers endeavor to minimize time 

& increasespeed. 

INTERNET BASED SHARE TRADING SYSTEM 
 

They have implemented an internet trading platform that allows them to integrate 

their diverse trading engines into a single platform. This allows customers, dealers and 

relationship managers to have a unique single window experience across all asset classes and 

product segments. This internet platform is architecturally scalable to handle a large number 

of customersconcurrently. 

REAL-TIME RISK MANAGEMENT 
 

For real time risk management, they are using the software ‘Protector’ which is 

complemented by a real-time risk management system that gives users information on clients’ 

open positions. 

This system can evaluate risk at pre-trade and post-trade levels on a dynamic or real 

time basis. The integrated risk management features allow their risk management team to 

exercise a high degree of control over the entire process. This assists them in keeping a check 

over the exposure limit utilized by various clients and enables them to take action to mitigate 

risk in due course. 

 

BACK OFFICE AND DATA PROCESSING MANAGEMENT 
 

The back office for the entire organization is centralized at the Hyderabad data center. 

They use software named ‘N-trust’ supplied by ‘K G l Services Limited’ that has been 

specifically customized for their requirements. The software has advanced risk management 

and reporting capabilities and has been designed and developed to cater the large transaction 

volumes of their business 
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CHAPTER-2 

INDUSTRYPROFILE 
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MUTUAL FUND INDUSTRY 
 

The mutual fund industry in India began with the setting up of the Unit Trust of India 

(UTI) in 1964 by the Government of India. During the last 36 years, UTI has grown to be a 

dominant player in the industry with assets of over 4, 17,300crores at end of the year 2009. 

The UTI is governed by a special legislation, the Unit Trust of India Act, 1963. In 1987 public 

sector banks and insurance companies were permitted to set up mutual funds and accordingly 

since 1987, 6 public sector banks have set up mutual funds. Also, the two Insurance 

companies LIC and GIC established mutual funds. Securities Exchange Board of India 

(SEBI) formulated the Mutual Fund (Regulation) 1993. Since then several mutual funds have 

been set up by the private and jointsectors. 

UTI, the largest mutual fund in the country was set up by the government in 1964, to 

encourage small investors in the equity market. UTI has an extensive marketing network of 

over 35,000 agents spread over the country. The UTI scrips have performed relatively well in 

the market, as compared to the Sensex trend. However, the same cannot be said of all mutual 

funds. 

All MFs are allowed to apply for firm allotment in public issues. SEBI regulates the 

functioning of mutual funds, and it requires that all MFs should be established as trusts under 

the Indian Trusts Act. The actual fund management activity shall be conducted from a 

separate Asset Management Company (AMC). The minimum net worth of an AMC or its 

affiliate must be Rs. 50 million to act as a manager in any other fund. MFs can be penalized 

for defaults including non-registration and failure to observe rules set by theirAMCs. 

MFs dealing exclusively with money market instruments have to be registered with 

RBI. All other schemes floated by MFs are required to be registered with SEBI. 

In 1995, the RBI permitted private sector institutions to set up Money Market Mutual 

Funds (MMMFs). They can invest in Treasury bills, call and notice money, commercial 

paper, commercial bills accepted/co-accepted by banks, certificates of deposit and dated 

government securities having unexpired maturity up to oneyear. 
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HISTORY OF MUTUAL FUNDS 
 

Historians are uncertain of the origins of investment funds; some cite the closed-end 

investment companies launched in the Netherlands in 1822 by King William I as the first 

mutual funds, while others point to a Dutch merchant named Adrian van Ketwich whose 

investment trust created in 1774 may have given the king the idea. The name of Ketwich 

fund, EendragtMaaktMagt, translates to "unity creates strength". The next wave of near- 

mutual funds included an investment trust launched in Switzerland in 1849.The idea of 

pooling resources and spreading risk using closed-end investments soon took root in Great 

Britain and France, making its way to the United States in the 1890s. The Boston Personal 

Property Trust, formed in 1893, was the first closed-end fund in the U.S. The creation of the 

Alexander Fund in Philadelphia in 1907 was an important step in the evolution toward what 

we know as the modern mutualfund. 

REGULATION AND EXPANSION 
 

By 1929, there were 19 open-ended mutual funds competing with nearly 700 closed- 

end funds. With the stock market crash of 1929, Government regulators also began to take 

notice of the fledgling mutual fund industry. The creation of the Securities and Exchange 

Commission (SEC),  the  passage  of  the Securities  Act  of  1933  and  the  enactment  of  

the Securities Exchange Act of 1934 put in place safeguards to protectinvestors. 

The Investment Company Act of 1940 put in place additional regulations that required 

more disclosures and sought to minimize conflicts of interest. 

PHASES OF MUTUAL FUND 

Mutual fund industry in India started in 1963 with the formation of Unit Trust of India, 

at the initiative of the Government of India and Reserve Bank of India. The history of mutual 

funds in India can be broadly divided into four distinctphases. 

I. FIRST PHASE –1964-87 

Unit Trust of India (UTI) was established on 1963 by an Act of Parliament. It was set up by 

the Reserve Bank of India and functioned under the Regulatory and administrative control of 

the Reserve Bank of India. In 1978 UTI was de-linked from the RBI and the Industrial 

Development Bank of India (IDBI) took over the regulatory and administrative control in 
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place of RBI. The first scheme launched by UTI was Unit Scheme 1964. At the end of 1988 

UTI had Rs.6, 700 crores of assets under management. 

II. SECOND PHASE1987-1993 

1987 marked the entry of non- UTI, public sector mutual funds set up by public 

sector banks and Life Insurance Corporation of India (LIC) and General Insurance 

Corporation of India (GIC). SBI Mutual Fund was the first non- UTI Mutual Fund 

establishedin June 1987 followed by Can bank Mutual Fund (Dec 87), Punjab National Bank 

Mutual Fund (Aug 89), Indian Bank Mutual Fund (Nov 89), Bank of India (Jun 90), Bank of 

Baroda Mutual Fund (Oct 92). LIC established its mutual fund in June 1989 while GIC had 

set up its mutual fund in December 1990. At the end of 1993, the mutual fund industry had 

assets under management ofRs.47,004crores. 

III. THIRD PHASE – 1993-2003 (Entry of Private SectorFunds): 

With the entry of private sector funds in 1993, a new era started in the Indian 

mutual fund industry, giving the Indian investors a wider choice of fund families. Also, 1993 

was the year in which the first Mutual Fund Regulations came into being, under which all 

mutual funds, except UTI were to be registered and governed. The erstwhile Kothari Pioneer 

was the first private sector mutual fund registered in July 1993. The 1993 SEBI Regulations 

were substituted by a more comprehensive and revised Mutual Fund Regulations in 1996. 

IV. FOURTH PHASE – SINCE FEBRUARY2003: 

In February 2003, following the repeal of the Unit Trust of India Act 1963 UTI was 

bifurcated into two separate entities. One is the Specified Undertaking of the Unit Trust of 

India with assets under management of Rs.29,835crores as at the end of January 2003, 

representing broadly, the assets of US 64 scheme, assured return and certain other schemes. 

The Specified Undertaking of Unit Trust of India, functioning under an administrator and 

under the rules framed by Government of India and does not come under the purview of the 

Mutual Fund Regulations. 

The second is the UTI Mutual Fund, sponsored by SBI, PNB, BOB and LIC. It is 

registered with SEBI and functions under the Mutual Fund Regulations. With the bifurcation 

of the erstwhile UTI which had in March 2000 more than Rs.76,000crores of assets under 

management and with the setting up of a UTI Mutual Fund, conforming to the SEBI Mutual 
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Fund Regulations, and with recent mergers taking place among different private sector funds, 

the mutual fund industry has entered its current phase of consolidation and growth. 

 
 

GROWTH OF THE MUTUAL FUND INDUSTRY IN INDIA 
 

The mutual fund industry in India came into being in 1963 with the setting up of the 

Unit Trust of India (UTI). In 1987, Public Sector Banks and insurance Companies opened 

their own mutual funds, thus starting the second phase in the growth of the mutual funds 

industry. By the end of 1988, the industry's total assets under management (AUM) reached.6 

billion. 

The industry registered a major milestone in 1993 when the first private sector player, 

the erstwhile Kothari Pioneer Mutual Fund (now merged with Franklin Templeton), was set 

up. Since then, several international players have also entered the industry. 

The industry has also witnessed of mergers and acquisitions, the most recent ones 

being the acquisition of Alliance Mutual by Birla Sun Life, GIC Mutual by Can bank Mutual, 

and Sun F&C by Principal Mutual. 

The latest phase in the industry's evolution began with the bifurcation of UTI. The 

Indian mutual fund industry has grown by about 4.2 times from 1993 (470 billion) to 2005 

(1992 billion) in terms of AUM. The private sector was allowed entry to set up asset 

management companies in 1993. There was a brief period of five years during which the  

asset growth was slow. The AUM for the mutual fund industry started to grow rapidly after 

1998. Between 1998 and 2005 the AUM of the sector excluding UTI grew by over 15 times 

from Rs.114 billion in 1998 to 1738 billion as at 2005. Though India is a minor player in the 

global mutual funds industry, its AUM as a proportion of the global AUM has steadily 

increased, doubling from 1999levels 

STRUCTURE OF MUTUAL FUND IN INDIAN INDUSTRY 
 

The Indian Mutual Fund industry is dominated by the Unit Trust of India which 

has a total corpus of 700 Billion collected from over 20 million investors. The UTI has many 

funds/ schemes in all categories i.e. Equity, balanced, income etc. With some being open 

ended and some being closed ended. The Unit scheme 1964 commonly referred to as US 64, 
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Schemes 

Mutual fund 

which is a balanced fund, is the biggest scheme with a corpus of about 200 billion. UTI was 

floated by financial institutions and is governed by a special act of Parliament. 

The second largest categories of mutual funds are the ones floated by nationalized 

banks. Can bank asset management floated by Canary Bank and SBI Funds Management 

floated by State Bank of India are the largest of these. GIC AMC floated by General 

Insurance Corporation and JeevanBimaSahayog AMC floated by the LIC are some of the 

other prominent ones. The aggregate corpus of the funds managed by this category of AMC’s 

is aroundRs.150. 

The third largest categories of mutual funds are the ones floated by the private sector 

and by foreign asset management companies. The largest of these are Birla Capital AMC and 

KOTAK AMC. 

 
 

STRUCTURE OF MUTUAL FUNDS 
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ROLE OF SPONSOR 
 

Sponsor is the person who acting alone or in combination with another body 

corporate establishes a mutual fund. Sponsor must contribute at least 40% of the net worth of 

the Investment Managed and meet the eligibility criteria prescribed under the Securities and 

Exchange Board of India (Mutual Funds) Regulations, 1996.The Sponsor is not responsible 

or liable for any loss or shortfall resulting from the operation of the Schemes beyond the 

initial contribution made by it towards setting up of the MutualFund. 

ROLE OF TRUST 
 

The Mutual Fund is constituted as a trust in accordance with the provisions of the 

Indian Trusts Act, 1882 by the Sponsor. The trust deed is registered under the Indian 

Registration Act, 1908. 

ROLE OF SEBI 

In the year 1992, Securities and Exchange Board of India (SEBI) Act was passed. The 

objective of SEBI is – to protect the interest of investors in Securities and to promote the 

development of and to regulate the securities market. SEBI formulates policies and regulates 

the mutual funds to protect the interest of the investors. 

ROLE OF TRUSTEE 
 

Trustee is usually a company (corporate body) or a Board of Trustees (body of 

individuals). The main responsibility of the Trustee is to safeguard the interest of the unit 

holders and inter alias ensure that the AMC functions in the interest of investors and in 

accordance with the Securities and Exchange Board of India (Mutual Funds) Regulations, 

1996, the provisions of the Trust Deed and the Offer Documents of the respective Schemes. 

At least 2/3rd directors of the Trustee are independent directors who are not associated with 

the Sponsor in any manner. 

The Trustee will take into custody and hold under its control all the property of the 

Fund in trust for the Unit holders. The cash and registrable assets shall be deposited or 

registered in the name of or to the order of the Trustee. 
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The Trustee will carry out the instructions of the Management Company in all matters 

including investment and disposition of the Fund Property, unless they are in conflict with the 

Deed, the Rules and the Offering Document(s) or applicable laws. It shall also ensure that all 

issues and cancellations of Units of the Fund and the method adopted by the Management 

Company in valuing Units for the purposes of determining the Offer and Redemption Prices 

are carried out in accordance with the provisions of the Deed and the Rules. 

ROLE OF ASSET MANAGEMENT COMPANY (AMC) 
 

The company that manages a Mutual Fund is called an AMC. For all practical 

purposes, it is an organized form of a "Money Portfolio Manager". An AMC may have 

several Mutual Fund schemes with similar or varied investment objectives. The AMC hires a 

professional money manager, who buys and sells securities in line with the fund's stated 

objective 

The Trustee as the Investment Manager of the Mutual Fund appoints the AMC. The 

AMC is required to be approved by the Securities and Exchange Board of India (SEBI) to act 

as an asset management company of the Mutual Fund. Atlas 50% of the directors of the AMC 

is an independent director who is not associated with the Sponsor in any manner. The AMC 

must have a net worth of at least 10 crores at all times. 

ROLE OF REGISTRAR AND TRANSFER AGENT 
 

The AMC if so, authorized by the Trust Deed appoints the Registrar and Transfer 

Agent to the Mutual the Registrar processes the application form; redemption requests and 

dispatches account statements to the unit holders. The Registrar and Transfer agent also 

handles communications with investors and updates investor records. 

 
 

ROLE OF THE GOVERNMENT 
 

SECP not only regulates the Mutual Fund industry but all stock exchanges in 

Pakistan, all listed companies, the insurance industry, investment banking sector and the stock 

brokerage business. The SECP has established and continues to develop a stringent set 

ofrulesandrequirementsandanorganizationhastoabidebytheminordertooperateasan 
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Asset Management Company. The Management Company falls under the regulations of 

SECP, SBP, etc. 

 

 
TYPES OF AMCS IN INDIAN COTEXT 

The following are the types of AMCs we have in 

India. 

 AMCs owned bybanks

 AMCs owned by financialinstitutions

 AMCs owned by the Indian private sectorcompanies

 AMCs owned jointly by Indian &foreigninvestors

 
THE SPONSORS OF ASSOCIATION OF MUTUAL FUNDS IN INDIA 

 
Bank sponsored institutions 

 
 SBI fund managementltd.

 BOB asset managementco.ltd.

 CANBANK investment management servicesltd.

 UTI asset managementpvt.ltd.

 JEEVAN BIMA SAHAYOG asset managementco.ltd.
 
 

Private sector Indian institutions 
 

 BENCHMARK asset managementco. pvt.ltd

 CHOLAMANDALAM asset managementco.ltd

 CREDIT capital asset managementco.ltd

 ESCORTS asset managementltd.

 JIM financial mutualfunds

 KOTAK MAHINDRA asset managementco.ltd

 RELIANCE capital asset managementltd.

 SAHARA asset managementco. pvt.ltd.

 SUNDARAM asset managementco.ltd.

 TATA asset managementpvt.ltd.
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Predominantly India joint ventures 
 

 BIRLA SUN LIFE asset managementco.ltd

 DSP Merrill lynch fund managerslimited

 HDFC asset managementco.ltd 

KNOW YOUR CUSTOMER 
 

Know Your Customer' (KYC) Guidelines – Anti Money Laundering 

Standards 

Banks were advised to follow certain customer identification procedure for opening of 

accounts and monitoring transactions of a suspicious nature for the purpose of reporting it to 

appropriate authority. These ‘Know Your Customer’ guidelines have been revisited in the 

context of the Recommendations made by the Financial Action Task Force (FATF) on Anti 

Money Laundering (AML) standards and on Combating Financing of Terrorism (CFT). These 

standards have become the international benchmark for framing Anti Money Laundering and 

combating financing of terrorism policies by the regulatory authorities. Compliance with 

these standards both by the banks/financial institutions and the country has become necessary 

for international financialrelationships. 

Once the policy framework is ready and implemented by a bank, the instructions 

issued vide this circular will supersede all instructions issued on ‘Know Your Customer’ and 

Anti-Money Laundering measures till date. 

 
Guidelines on ‘Know Your Customer’ norms And Anti-Money Laundering 
Measures 

 
'Know Your Customer' Standards 

The objective of KYC guidelines is to prevent banks from being used, intentionally or 

unintentionally, by criminal elements for money laundering activities. KYC procedures also 

enable banks to know/understand their customers and their financial dealings better which in 

turn help them manage their risks prudently. Banks should frame their KYC policies 

incorporating the following three key elements: 

 
 Customer AcceptancePolicy;

 Monitoring of Transactions;and Riskmanagement.
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For the purpose of KYC policy, a ‘Customer’ may be defined as: 

 
 A person or entity that maintains an account and/or has a business relationship with 

the bank;

 One on whose behalf the account is maintained (i.e. The beneficialowner);

 Beneficiaries of transactions conducted by professional intermediaries, such as stock 

brokers, chartered accountants, solicitors etc. As permitted under the law, and

 Any person or entity connected with a financial transaction which can pose significant 

reputational or other risks to the bank, say, a wire transfer or issue of a high value 

demand draft as a singletransaction.

 
CUSTOMER ACCEPTANCE POLICY (CAP) 

Banks should develop a clear Customer Acceptance Policy laying down explicit criteria 

for acceptance of customers. The Customer Acceptance Policy must ensure that explicit 

guidelines are in place on the following aspects of customer relationship in the bank. 

 
 No account is opened in anonymous or fictitious/ benaminame(s);

 Parameters of risk perception are clearly defined in terms of the nature of business 

activity, location of customer and his clients, mode of payments, volume of turnover, social 

and financial status etc. to enable categorization of customers into low, medium and high risk 

(banks may choose any suitable nomenclature viz. level I, level II and level III ); customers 

requiring very high level of monitoring, e.g. Politically Exposed Persons may, if considered 

necessary, be categorized evenhigher;

 Documentation requirements and other information to be collected in respect of 

different categories of customers depending on perceived risk and keeping in mind the 

requirementsofPMLAct,2002 andguidelinesissued byReserveBankfromtimetotime;

 Not to open an account or close an existing account where the bank is unable to apply 

appropriate customer due diligence measures i.e. bank is unable to verify the identity and /or 

obtain documents required as per the risk categorization due to non-cooperation of the 

customer or non-reliabilityof the data/information furnished to the bank. It may, however, be 

necessary to have suitable built in safeguards to avoid harassment of the customer. For 

example, decision to close an account may be taken at a reasonably high level after giving 

due notice to the customer explaining the reasons for such adecision;
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 Circumstances, in which a customer is permitted to act on behalf of another 

person/entity, should be clearly spelt out in conformity with the established law and practice 

of banking as there could be occasions when an account is operated by a mandate holder or 

where an account may be opened by an intermediary in the fiduciary capacityand

 Necessary checks before opening a new account so as to ensure that the identity of the 

customer does not match with any person with known criminal background or with banned 

entities such as individual terrorists or terrorist organizationsetc.

 
Banks may prepare a profile for each new customer based on risk categorization. The 

customer profile may contain information relating to customer’s identity, social/financial 

status, nature of business activity, information about his clients’ business and their location 

etc. The nature and extent of due diligence will depend on the risk perceived by the bank. 

However, while preparing customer profile banks should take care to seek only such 

information from the customer which is relevant to the risk category and is not intrusive. The 

customer profile will be a confidential document and details contained therein shall not be 

divulged for cross selling or any other purposes. 

 
It is important to bear in mind that the adoption of customer acceptance policy and its 

implementation should not become too restrictive and must not result in denial of banking 

services to general public, especially to those, who are financially or socially disadvantaged. 

 
MONITORING OF TRANSACTIONS 

Ongoing monitoring is an essential element of effective KYC procedures. Banks can 

effectively control and reduce their risk only if they have an understanding of the normal and 

reasonable activity of the customer so that they have the means of identifying transactions 

that fall outside the regular pattern of activity. However, the extent of monitoring will depend 

on the risk sensitivity of theaccount. 

Banks should pay special attention to all complex, unusually large transactions and 

all unusual patterns which have no apparent economic or visible lawful purpose. The bank 

may prescribe threshold limits for a particular category of accounts and pay particular 

attention to the transactions which exceed these limits. Transactions that involve large 

amounts of cash inconsistent with the normal and expected activity of the customer should 

particularly attract the attention of the bank. Very high account turnover inconsistent withthe 
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size of the balance maintained may indicate that funds are being 'washed' through the 

account. 

High-risk accounts have to be subjected to intensify monitoring. Every bank should 

set key indicators for such accounts, taking note of the background of the customer, such as 

the country of origin, sources of funds, the type of transactions involved and other risk 

factors. 

Banks should put in place a system of periodical review of risk categorization of 

accounts and the need for applying enhanced due diligence measures. Banks should ensure 

that a record of transactions in the accounts is preserved and maintained as required in terms 

of section 12 of the PML Act, 2002. 

It may also be ensured that transactions of suspicious nature and/ or any other type of 

transaction notified under section 12 of the PML Act, 2002, is reported to the appropriate law 

enforcement authority. 

 
Banks should ensure that its branches continue to maintain proper record of all cash 

transactions (deposits and withdrawals) of Rs.10 lakhs and above. 

 
The internal monitoring system should have an inbuilt procedure for reporting of such 

transactions and those of suspicious nature to controlling/ head office on a fortnightly basis. 

 
RISKMANAGEMENT 

The Board of Directors of the bank should ensure that an effective KYC programmer 

isput in place by establishing appropriate procedures and ensuring their effective 

implementation. It should cover proper management oversight, systems and controls, 

segregation of duties, training and other related matters. Responsibility should be explicitly 

allocated within the bank for ensuring that the bank’spolicies and procedures are implemented 

effectively. Banks may, in consultation with their boards, devise procedures for creating Risk 

Profiles of their existing and new customers and apply various Anti Money Laundering 

measures keeping in view the risks involved in a transaction, account or 

banking/businessrelationship. 
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Banks’ internal audit and compliance functions have an important role in evaluating 

and ensuring adherence to the KYC policies and procedures. As a general rule, the 

compliance function should provide an independent evaluation of the bank’s own policies and 

procedures, including legal and regulatory requirements. Banks should ensure that their audit 

machinery is staffed adequately with individuals who are well-versed in such policies and 

procedures. Concurrent/ Internal Auditors should specifically check and verify the application 

of KYC procedures at the branches and comment on the lapses observed in this regard. The 

compliance in this regard may be put up before the Audit Committee of the Board on 

quarterlyintervals. 

 
Banks must have an ongoing employee training programmer so that the members of 

the staff are adequately trained in KYC procedures. Training requirements should have 

different focuses for frontline staff, compliance staff and staff dealing with new customers. It 

is crucial that all those concerned fully understand the rationale behind the KYC policies and 

implement themconsistently. 

 
CUSTOMER EDUCATION 

 
Implementation of KYC procedures requires banks to demand certain information 

from customers which may be of personal nature or which have hitherto never been called 

for. This can sometimes lead to a lot of questioning by the customer as to the motive and 

purpose of collecting such information. There is, therefore, a need for banks to prepare 

specific literature/ pamphlets etc. so as to educate the customer of the objectives of the KYC 

programmer. The front desk staffs need to be specially trained to handle such situations while 

dealing withcustomers. 
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CHAPTER-IV 
 
 
 

THEORETICAL FRAMEWORK 

INTRODUCTION: 
 

A mutual fund is a trust that pools the savings of a number of investors who share a common 

financial goal. The money thus collected is invested in capital market instruments such as 

shares, debentures, and other securities. The income earned through these investments is 

shared by its unit holders in proportion to the number of units owned by them. Thus, a Mutual 

Fund is the most suitable investment for the common man as it offers an opportunity to invest 

in a diversified, professionally managed basket of securities at a relatively low cost. 

Investments in securities are spread across a wide cross section of industries and sectors and 

thereby reduce the risk. Asset Management Companies (AMCs) normally come out with a 

number of schemes with different investment objectives from time to time. A mutual fund is 

required to be registered with the Securities and Exchange Board of India (SEBI), which 

regulates securities markets before it can collect funds from the public. 

 
HISTORY OF MUTUAL FUNDS: 

 
Prof K Geert Rouwenhorst in 'The Origins of Mutual Funds', states that the origin of pooled 

investing concept dates back to the late 1700s in Europe, when "a Dutch merchant and broker 

invited subscriptions from investors to form a trust to provide an opportunity to diversify for 

small investors with limited means." The emergence of "investment pooling" in England in 

the 1800s brought the concept closer to the USshores. 

 
The enactment of two British laws, the Joint Stock Companies Acts of 1862 and 1867, 

permitted investors to share in the profits of an investment enterprise and limited investor 

liability to the amount of investment capital devoted to the enterprise. Shortly thereafter, in 

1868, the Foreign and Colonial Government Trust was formed in London. 

 
It resembled the US fund model in basic structure, providing "the investor of moderate means 

the same advantages as the large capitalists by spreading the investment over a numberof 
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different stocks." More importantly, the British fund model established a direct link with the 

US securities markets, helping finance the development of the post-Civil War US economy. 

 
 
 

The Scottish American Investment Trust, formed in February 1873, by fund pioneer Robert 

Fleming, invested in the economic potential of the US, chiefly through American railroad 

bonds. Many other trusts followed them, who not only targeted investment in America, but 

led to the introduction of the fund investing concept on the US shores in the late 1800s and 

the early 1900s. The first mutual or 'open-ended' fund was introduced in Boston in March 

1924. The Massachusetts Investors Trust, which was formed as a common law trust, 

introduced important innovations to the investment company concept by establishing a 

simplified capital structure, continuous offering of shares, and the ability to redeem shares 

rather than holding them until dissolution of the fund and a set of clear investment restrictions 

as well aspolicies. 

 
The stock market crash of 1929 and the Great Depression that followed greatly hampered the 

growth of pooled investments until a succession of landmark securities laws, beginning with 

the Securities Act, 1933 and concluded with the Investment Company Act, 1940, 

reinvigorated investor confidence. Renewed investor confidence and many innovations led to 

relatively steady growth in industry assets and number of accounts. 

 
UTI Mutual Fund is the present name of the erstwhile Unit Trust of India (UTI). While UTI 

functioned under a separate law of the Indian Parliament earlier, UTI Mutual Fund is now 

under the SEBI's (Mutual Funds) Regulations, 1996 like all other mutual funds in India. 

 
The emergence of a uniform industry with the same structure, operations and regulations 

make it easier for distributors and investors to deal with any fund house. Between 1999 and 

2005 the size of the industry has doubled in terms of AUM which have gone from above Rs 

68,000 crores to over Rs 1, 50,000crores 
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CONCEPT OF MUTUAL FUND: 

 
Mutual fund is a vehicle to mobilize moneys from investors, to invest in different markets and 

securities, in line with the investment objectives agreed upon, between the mutualfund and 

the investors. In other words, through investment in a mutual fund, a small investor can avail 

of professional fund management services offered by an asset management company. 

 

ROLE OF MUTUAL FUND: 

Mutual funds perform different roles for different constituencies. 

Their primary role is to assist investors in earning an income or building their wealth, by 

participating in the opportunities available in various securities and markets. It is possible for 

mutual funds to structure a scheme for any kind of investment objective. Thus, the mutual 

fund structure, through its various schemes, makes it possible to tap a large corpus of money 

from diverse investors. 

Therefore, the mutual fund offers schemes. In the industry, the words ‘fund’ and ‘scheme’ are 

used inter-changeably. Various categories of schemes are called “funds”. In order to ensure 

consistency with what is experienced in the market, this Workbook goes by the industry 

practice. However, wherever difference is required to be drawn, the scheme offering entity is 

referred to as “mutual fund” or “the fund”. 

The money that is raised from investors, ultimately benefits governments, companies or other 

entities, directly or indirectly, to raise moneys to invest in various projects or pay for various 

expenses. 

As a large investor, the mutual funds can keep a check on the operations of the investee 

company, and their corporate governance and ethical standards 

 
ABOUT MUTUAL FUND SCHEMES: 

 
Mutual funds seek to mobilize money from all possible investors. Various investors have 

different investment preferences. In order to accommodate these preferences, mutual funds 

mobilize different pools of money. Each such pool of money is called a mutual fund scheme. 

Every scheme has a pre-announced investment objective. When investors invest in a mutual 

fund scheme, they are effectively buying into its investment objective. 
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ABOUT MUTUAL FUND SCHEME OPERATE: 
 

Mutual fund schemes announce their investment objective and seek investments from the 

public. Depending on how the scheme is structured, it may be open to accept money from 

investors, either during a limited period only, or at any time. 

The investment that an investor makes in a scheme is translated into a certain number of 

‘Units’ in the scheme. Thus, an investor in a scheme is issued units of the scheme. 

Under the law, every unit has a face value of Rs. 10. (However, older schemes in the market 

may have a different face value). The face value is relevant from an accounting perspective. 

The number of units multiplied by its face value (Rs. 10) is the capital of the scheme – its 

UnitCapital. 

The scheme earns interest income or dividend income on the investments it holds. Further, 

when it purchases and sells investments, it earns capital gains or incurs capital losses. These 

are called realized capital gains or realized capital losses as the case may be. 

 

ADVANTAGES OF MUTUAL FUND INVESTORS: 
 

Professional Management: 

Mutual funds offer investors the opportunity to earn an income or build their wealth through 

professional management of their investible funds. There are several aspects to such 

professional management viz. investing in line with the investment objective, investing based 

on adequate research, and ensuring that prudent investment processes are followed. 

 

Affordable Portfolio Diversification: 

Units of a scheme give investors exposure to a range of securities held in the investment 

portfolio of the scheme. Thus, even a small investment of Rs. 500 in a mutual fund scheme 

can give investors a diversified investment portfolio. As will be seen in Chapter12, with 

diversification, an investor ensures that all the eggs are not in the same basket. Consequently, 

the investor is less likely to lose money on all the investments at the same time. 

 
Thus, diversification helps reduce the risk in investment. In order to achieve the same 

diversification as a mutual scheme, investors will need to set apart several lakhs of rupees. 
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Instead, they can achieve the diversification through an investment of less than thousand 

rupees in a mutual fund scheme. 

 
Economies of Scale: 

The pooling of large sums of money from so many investors makes it possible for the mutual 

fund to engage professional managers to manage the investment. Individual investors with 

small amounts to invest cannot, by themselves, afford to engage such professional 

management. 

Large investment corpus leads to various other economies of scale. For instance, costs related 

to investment research and office space get spread across investors. Further, the higher 

transaction volume makes it possible to negotiate better terms with brokers, bankers and other 

service providers. 

 
Thus, investing through a mutual fund offers a distinct economic advantage to an investor as 

compared to direct investing in terms of cost saving. 

 
Liquidity: 

At times, investors in financial markets are stuck with a security for which they can’t find a 

buyer –worse at times they can’t find the company they invested in! Such investments, whose 

value the investor cannot easily realize in the market, are technically called illiquid 

investments and may result in losses for the investor. 

 
Investors in a mutual fund scheme can recover the value of the moneys invested, from the 

mutual fund itself. Depending on the structure of the mutual fund scheme, this would be 

possible, either at any time, or during specific intervals, or only on closure of the scheme. 

Schemes, where the money can be recovered from the mutual fund only on closure of the 

scheme, are listed in a stock exchange. In such schemes, the investor can sell the units in the 

stock exchange to recover the prevailing value of the investment. 



54  

Tax Benefits: 
Specific schemes of mutual funds (Equity Linked Savings Schemes) give investors the benefit 

of deduction of the amount subscribed (up to Rs. 150,000 in a financial year), from their 

income that is liable to tax. This reduces their taxable income, and therefore the tax liability. 

The Rajiv Gandhi Equity Savings Scheme (RGESS) offers a rebate to first time retail 

investors (in equity or mutual funds) with annual income up to Rs. 12 lakhs. Mutual funds 

announce specific equity-oriented schemes that are eligible for the RGESS benefit. 

The RGESS benefit is linked to amount invested (excluding brokerage, securities transaction 

tax, service tax, stamp duty and all taxes appearing in the contract note). Rebate of 50% of 

the amount invested up to Rs. 50,000, can be claimed as a deduction from taxable income. 

The investment limit of Rs. 50,000 is applicable for a block of three financial years, starting 

with the year of firstinvestment. 

 
Thus, if an investor invests Rs. 30,000 in RGESS schemes in a financial year, then he can 

reduce his taxable income for that previous year by 50% of Rs. 30,000 i.e. Rs. 15,000. In the 

following year, he still has an investment limit of Rs. 20,000 available. 

 
LIMITATIONS OF MUTUAL FUND: 

Lack of portfolio customization: 

Some securities houses offer Portfolio Management Schemes (PMS) to large investors. In a 

PMS, the investor has better control over what securities are bought and sold on his behalf. 

The investor can get a customized portfolio in case of PMS. 

On the other hand, a unit-holder in a mutual fund is just one of several thousand investors in a 

scheme. Once a unit-holder has bought into the scheme, investment management is left to the 

fund manager (within the broad parameters of the investment objective). Thus, the unit- 

holder cannot influence what securities or investments the scheme would buy. Large sections 

of investors lack the time or the knowledge to be able to make portfolio choices. Therefore, 

lack of portfolio customization is not a serious limitation in mostcases. 
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Choice overload: 

Over 1,800 mutual fund schemes offered by 45 mutual funds – and multiple options within 

those schemes – make it difficult for investors to choose between them.  Greater 

dissemination of industry information through various media and availability of professional 

advisors in the market should help investors handle thisoverload. 

 

No control over costs: 

All the investor's moneys are pooled together in a scheme. Costs incurred for managing the 

scheme are shared by all the Unit-holders in proportion to their holding of Units in the 

scheme. Therefore, an individual investor has no control over the costs in a scheme. 

 
MUTUAL FUNDS STRUCTURE IN INDIA: 

 
For anybody to become well aware about mutual funds, it is imperative for him or her to 

know the structure of a mutual fund. How does a mutual fund come into being? Who are the 

important people in a mutual fund? What are their roles? Etc. We will start our understanding 

by looking at the mutual fund structure inbrief. 

Mutual Funds in India follow a 3-tier structure. There is a Sponsor (the First tier), who 

thinks of starting a mutual fund. The Sponsor approaches the Securities & Exchange Board of 

India (SEBI), which are the market regulator and also the regulator for mutual funds. Not 

everyone can start a mutual fund. SEBI checks whether the person is of integrity, whether he 

has enough experience in the financial sector, his net worth etc. Once SEBI is convinced, the 

sponsor creates a Public Trust (the Second tier) as per the Indian Trusts Act, 1882. Trusts 

have no legal identity in India and cannot enter into contracts, hence the Trustees are the 

people authorized to act on behalf of the Trust. Contracts are entered into in the name of the 

Trustees. Once the Trust is created, it is registered with SEBI after which this trust is known 

as the mutual fund. It is important to understand the difference between the Sponsor and the 

Trust. They are two separate entities. Sponsor is not the Trust; i.e. Sponsor is not the Mutual 

Fund. It is the Trust which is the Mutual Fund. The Trustees role is not to manage the 

money. 

 
Their job is only to see, whether the money is being managed as per stated objectives. 

Trustees may be seen as the internal regulators of a mutualfund. 



56  

MUTUAL FUND PRODUCTS AND FEATURES – EQUITY FUNDS: 

A variety of schemes are offered by mutual funds. It is critical for investors to know the 

features of these products, before money is invested in them. 

EQUITY FUNDS: 

Salient Features: 

These ARE by far the most widely known category of funds though they account for broadly 

40% of the industry’s assets, while the remaining 60% is contributed by debt-oriented funds. 

Equity funds essentially invest the investor’s money in equity shares of companies. Fund 

managers try and identify companies with good future prospects and invest in the shares of 

such companies. They generally are considered as having the highest levels of risks (equity 

share prices can fluctuate a lot), and hence, they also offer 

The probability of maximum returns. However, High Risk, High Return should not be 

understood as “If I take high risk, I will get high returns”. Nobody is guaranteeing higher 

returns if one takes high risk by investing in equity funds, hence it must be understood that “If 

I take high risk, I may get high returns or I may also incur losses”. This concept of Higher the 

Risk, Higher the Returns must be clearly understood before investing in Equity Funds, as it is 

one of the important characteristic s of Equity fundinvesting. 

 
EQUITY FUND DEFINITION: 

Equity Funds are defined as those funds which have at least 65% of their Average Weekly Net 

Assets invested in Indian Equities. This is important from taxation point of view, as funds 

investing 100% in international equities are also equity funds from the investors’ asset 

allocation point of view, but have to pay tax on the Long Term Capital Gains made from such 

investments (which they do not have to in case of equity funds which have at least 65% of 

their Average Weekly Net Assets invested in Indian Equities. 

Equity Funds come in various flavours and the industry keeps innovating to make products 

available for all types of investors. Relatively safer types of Equity Funds include Index 

Funds and diversified Large Cap Funds, while the riskier varieties are the Sector Funds. 

However, since equities as an asset class are risky, there is no guarantee returns for any type 

of fund. International Funds, Gold Funds (not to be confused with Gold ETF) and Fund of 

Funds are some of the different types of funds, which are designed for different types of 

investorpreferences.Thesefundsareexplainedlater.EquityFundscanbeclassifiedonthe 
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basis of market capitalization of the stocks they invest in – namely Large Cap Funds, Mid 

Cap Funds or Small Cap Funds – or on the basis of investment strategy the scheme intends to 

have like Index Funds, Infrastructure Fund, Power Sector Fund, Quant Fund, Arbitrage Fund, 

Natural Resources Fund, etc. These funds are explainedlater. 

 
DIVERSIFIED LARGE CAP FUNDS: 

Another category of equity fund is the diversified large cap funds. These are funds which 

restrict their stock selection to the large cap stocks – typically the top 100 or 200 stocks with 

highest market capitalization and liquidity. It is generally perceived that large cap stocks are 

those which have sound businesses, strong management, globally competitive products and 

are quick to respond to market dynamics. Therefore, diversified large cap funds are 

considered as stable and safe. However, since equities as an asset class are risky, there are no 

guaranteeing returns for any type of fund. These funds are 

actively managed funds unlike the index funds which are passively managed, In an actively 

managed fund the fund manager pores over data and information, researches the company, the 

economy, analyses market trends, takes into account government policies on different sectors 

and then selects the stock to invest. This is called as active management. A point to be noted 

here is that anything other than an index fundsare 

Actively managed funds and they generally have higher expenses as compared to index 

funds. In this case, the fund manager has the choice to invest in stocks beyond the index. 

Thus, active decision making comesin. 

Any scheme which is involved in active decision making is incurring higher expenses and 

may also be assuming higherrisks. 

This is mainly because as the stock selection universe increases from index stocks to large 

caps to midcaps and finally to small caps, the risk levels associated with each category 

increases above the previous category. The logical conclusion from this is that actively 

managed funds should also deliver higher returns than the index, as investors must be 

compensated for higher risks. But this is not always so. Studies have shown that a majority of 

actively managed funds are unable to beat the index returns on a consistent basis year after 

year. Secondly, there is no guaranteeing which actively managed fund will beat the index in a 

given year. Index funds therefore have grown exponentially in some countries due to the 

inconsistency of returns of actively managed funds. 
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MIDCAP FUNDS: 
 

After large cap funds come the midcap funds, which invest in stocks belonging to the mid cap 

segment of the market. Many of these midcaps are said to be the ‘emerging blue chips’ or 

‘tomorrow’s large caps. There can be actively managed or passively managed mid cap funds. 

There are indices such as the CNX Midcap index which tracks the midcap segment of the 

markets and there are some passively managed index funds investing in the CNX Midcap 

companies. 

 
SECTORAL FUNDS: 

Funds that invest in stocks from a single sector or related sectors are called Sectorial funds. 

Examples of such funds are IT Funds, Pharma Funds, Infrastructure Funds, etc. Regulations 

do not permit funds to invest over 10% of their Net Asset Value in a single company. This is to 

ensure that schemes are diversified enough and investors are not subjected to undue risk. This 

regulation is relaxed for sectorial funds and indexfunds. 

There are many other types of schemes available in our country, and there are still many 

products and variants that have yet to enter our markets. While it is beyond the scope of this 

curriculum to discuss all types in detail there is one emerging type of scheme, namely 

Exchange Traded Funds or ETFs, which is discussed in detail in the next section. 

 
EXIT LOADS: 

A modified form of exit Load, wherein the investor has to pay different Exit Loads depending 

upon his investment period. If the investor exits early, he will have to bear more Exit Load 

and if he remains invested for a longer period of time, his Exit Load will reduce. Thus, the 

longer the Exit Load, are paid by the investors in the scheme, if they exit one of the schemes 

before a specified time period. Exit Loads reduce the amount received by the investor. Not all 

schemes have an Exit Load, and not all schemes have similar exit loads as well. Some 

schemes have Contingent Deferred Sales Charge (CDSC). This is nothing but investor 

remains invested, lesser is the ExitLoad 
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TYPES OF FUNDS: 

 
Open-Ended Funds, Close-Ended Funds and Interval funds: 

Open-ended funds are open for investors to enter or exit at any time, even after the NFO. 

When existing investors acquire additional units or new investors acquire units from the 

open-ended scheme, it is called a sale transaction. It happens at a sale price, which is equal to 

the NAV. 

When investors choose to return any of their units to the scheme and get back their equivalent 

value, it is called a re-purchase transaction. This happens at a re-purchase price that is linked 

to the NAV. 

Although some unit-holders may exit from the scheme, wholly or partly, the scheme 

continues operations with the remaining investors. The scheme does not have any kind of 

time frame in which it is to be closed. The on-going entry and exit of investors imply that the 

unit capital in an open-ended fund would keep changing on a regularbasis. 

 
Close-ended funds have a fixed maturity. Investors can buy units of a close-ended scheme, 

from the fund, only during its NFO. The fund makes arrangements for the units to be traded, 

post-NFO in a stock exchange. This is done through a listing of the scheme in a stock 

exchange. Such listing is compulsory for close-ended schemes. Therefore, after the NFO, 

investors who want to buy Units will have to find a seller for those units in the stock 

exchange. Similarly, investors who want to sell Units will have to find a buyer for those units 

in the stock exchange. 

 
Since post-NFO, sale and purchase of units happen to or from counter-party in the stock 

exchange – and not to or from the scheme – the unit capital of the scheme remains stable or 

fixed. 

Since the post-NFO sale and purchase transactions happen on the stock exchange between 

two different investors, and that the fund is not involved in the transaction, the transaction 

price is likely to be different from the NAV. Depending on the demand-supply situation for  

the units of the scheme on the stock exchange, the transaction price could be higher or lower 

than the prevailing NAV. 

 
Interval funds combine features of both open-ended and close-ended schemes. They are 

largely close-ended, but become open-ended at pre-specified intervals. For instance, an 
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interval scheme might become open-ended between January 1 to 15, and July 1 to 15, each 

year. The benefit for investors is that, unlike in a purely close-ended scheme, they are not 

completely dependent on the stock exchange to be able to buy or sell units of the interval 

fund. However, between these intervals, the Units have to be compulsorily listed on stock 

exchanges to allow investors an exit route. 

The periods when an interval scheme becomes open-ended, are called ‘transaction periods’; 

the period between the close of a transaction period, and the opening of the next transaction 

period is called ‘interval period’. Minimum duration of transaction period is 2 days, and 

minimum duration of interval period is 15 days. No redemption/repurchase of units is allowed 

except during the specified transaction period (during which both subscription and 

redemption may be made to and from thescheme). 

 
TYPES OF EQUITY FUNDS: 

Thematic funds: 

Invest in line with an investment theme. For example, an infrastructure thematic fund might 

invest in shares of companies that are into infrastructure construction, infrastructure toll- 

collection, cement, steel, telecom, power etc. The investment is thus more broad-based than a 

sector fund; but narrower than a diversified equity fund. 

 
Equity Income / Dividend Yield Schemes: 

Invest in securities whose shares fluctuate less, and the dividend represents a larger proportion 

of the returns on those shares. The NAV of such equity schemes are expected to fluctuate 

lesser than other categories of equityschemes. 

 

Arbitrage Funds: 

Take opposite positions in different markets / securities, such that the risk is neutralized, but a 

return is earned. For instance, by buying a share in BSE, and simultaneously selling the same 

share in the NSE at a higher price. Most arbitrage funds take contrary positions between the 

equity market and the futures and options market. (‘Futures’ and ‘Options’ are commonly 

referred to as derivatives. These are designed to help investors to take positions or protect 

their risk in some other security, such as an equity share. They are traded in exchanges like 

the NSE and the BSE. Chapter10 provides an example of futures contract that is linked to 

gold). 



61  

Although these schemes invest in equity markets, the expected returns are in line with liquid 

funds. 

 
Quant Funds: 

A typical description of this type of scheme is that ‘The system is the fund manager’, i.e.  

there are some predefined conditions based upon rigorous back testing entered into the system 

and as and when the system throws ‘buy’ and ‘sell’ calls, the scheme enters, and/ or exits 

those stocks. 

 
P/ E Ratio Fund: 

A fund which invests in stocks based upon their P/E ratios. Thus, when a stock is trading at a 

historically low P/E multiple, the fund will buy the stock, and when the P/E ratio is at the 

upper end of the band, the scheme will sell. 

 
Concept Clarifier – P/ E Ratio: 

P/ E Ratio stands for Price Earnings Ratio. It is also known as Price Earnings multiple. 

This is a ratio of the current market price (CMP) of a share to its earnings per share (EPS). 

Thus, if a company has issued 100 cr. 

 
Of the company is Rs. 2000 cr., then the EPS for this company will be 2000/ 100 = Rs. 20. 

If this company’s share’s CMP is Rs. 200, then the P/ E ratio will be 200/ 20 = 10x. 

The unit of P/E Ratio is ‘times. In the above example we say that the P/E Ratio is 10 The 

price (CMP) of the company’s share is 10 times its EPS 20. 

 
International Equities Fund: 

 

This is a type of fund which invests in stocks of companies outside India. This can be a Fund 

of Fund, whereby, we invest in one fund, which acts as a ‘feeder’ fund for some other will 

sell. fund(s), invests in other mutual funds, or it can be a fund which directly invests in 

overseas equities These may be further designed as ‘International Commodities Securities 

Fund’ or ‘World Real Estate and Bank Fund’etc. 
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ELSS: 

Equity Linked Savings Schemes (ELSS) is equity schemes, where investors get tax benefit up 

to Rs. 1Lakh under section 80C of the Income Tax Act. These are open ended schemes but 

have a lock in period of 3 years. These schemes serve the dual purpose of equity investing as 

well as tax planning for the investor; however, it must be noted that investors cannot, under 

any circumstances, get their money back before 3 years are over from the date of investment. 

 
FUNDS OF FUNDS: 

These are funds which do not directly invest in stocks and shares but invest in units of other 

mutual funds which they feel will perform well and give high returns. In fact, such funds are 

relying on the judgment of other fund managers 

 
MUTUAL FUND RATIOS- BETA, SD, 

Investing by considering only historical returns in a mutual fund scheme is risky. Investors 

need to evaluate the risk involved in mutual fund schemes before investing. In this article we 

will cover significance of Beta and Standard Deviation. 

 
STANDARD DEVIATION: 

Definition: 

Standard deviation (SD) measures the volatility the fund's returns in relation to its average. It 

tells you how much the fund's return can deviate from the historical mean return of the 

scheme. If a fund has a 12% average rate of return and a standard deviation of 4%, its return 

will range from 8-16%. 

 
Computation: 

Standard Deviation (SD) = Square root of Variance (V) 

Variance = (Sum of squared difference between each monthly return and its mean / number of 

monthly return data – 1). 

 

Significance: 

The higher the number, the more volatile is the fund's returns. Investors prefer funds with low 

Volatility. 
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CHAPTER-5 

DATA ANALYSIS AND INTERPRETATION 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



64  

 

Table 4.1: Birla sun life frontline equity fund performance in2014 
 

 
Date 

 
NAV 

Change in 
NAV(Rs) 

Change of NAV 
% 

JAN 72.94   

FEB 81.3 8.36 11.46 
MAR 83.05 1.75 2.15 
APR 83.46 0.41 0.49 
MAY 82.66 -0.8 -0.96 
JUN 77.15 -5.51 -6.67 
JUL 83.97 6.82 8.84 
AUG 84.5 0.53 0.63 
SEP 84.74 0.24 0.28 
OCT 92.64 7.9 9.32 
NOV 92.42 -0.22 -0.24 
DEC 97.56 5.14 5.56 

    
 Annual change 24.62 33.75% 
 Mean 2.05 2.81% 
 Standard 

deviation 
  

5.40 
 Sharpe Ratio  32.46 

 
Formula for Standard Deviation: 

Sharpe Ratio: 
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Chart 4.1: Birla sun life frontline equity fund performance in2014 
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Interpretation: For the year 2014 Annual return of NAV declined by Rs.24.62 or 33.75%. 

Out of 12-month maximum loss obtained is -6.67% which is in the month of June & 

maximum profit is 11.46% which is in the month of February. Standard deviation is 5.40 by 

calculating the change of nav % values. In the year 2014 the risk adjusted return of Birla Sun 

life frontline equity fund by using Sharpe ratio is32.4 

Change of NAV % 
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Table 4.2: HDFC Top 200 fund performance in 2014 
 
 
 
 

 
Date 

 
NAV 

Change in 
NAV(Rs) 

Change of NAV 
% 

JAN 171.3   

FEB 195.73 24.43 14.26 
MAR 201.96 6.23 3.18 
APR 202.45 0.49 0.24 
MAY 198.48 -3.97 -1.96 
JUN 183.65 -14.83 -7.47 
JUL 200 16.35 8.90 
AUG 197.49 -2.51 -1.26 
SEP 193.36 -4.13 -2.09 
OCT 215.26 21.9 11.33 
NOV 211.73 -3.53 -1.64 
DEC 222.62 10.89 5.14 

    
 Annual change 51.32 29.96% 
 Mean 4.27 2.49% 
 Standard deviation  6.64 
 Sharpe Ratio  28.91 

 
 
 
 

Formula for Standard Deviation: 
 

Sharpe Ratio: 
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Chart 4.2: HDFC Top 200 fund performance in 2014 
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Interpretation: 
 

For the year 2014 Annual return of NAV declined by Rs.51.32 or 29.96%. Out of 12-month 

maximum loss obtained is -7.47% which is in the month of June & maximum profit is 

14.26% which is in the month of February. Standard deviation is 6.64 by calculating the 

change of nav % values.  In the year 2014 the risk adjusted return of HDFC top 200 funds by 

using Sharpe ratio is28.91. 

Change of NAV % 
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Table 4.3: Franklin India blue-chip fund performance in2014 
 
 

 
Date 

 
NAV 

Change in 
NAV(Rs) 

Change of 
NAV % 

JAN 186.68   

FEB 207.67 20.99 11.24 
MAR 214.82 7.15 3.44 
APR 214.09 -0.73 -0.34 

MAY 207.92 -6.17 -2.88 
JUN 194.92 -13 -6.25 
JUL 210.71 15.79 8.10 
AUG 210.34 -0.37 -0.18 

SEP 208.79 -1.55 -0.74 
OCT 224.54 15.75 7.54 

NOV 222.73 -1.81 -0.81 

DEC 233.16 10.43 4.68 
    

 Annual change 46.48 24.90% 
 Mean 3.87 2.07% 
 Standard 

deviation 
  

5.29 
 Sharpe Ratio  23.58 

 
 

Formula for Standard Deviation: 
 

Sharpe Ratio: 
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Chart 4.3: Franklin India blue chip fund performance in2014 
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Interpretation: 
 

For the year 2014 Annual return of NAV declined by Rs.46.48 or 24.90%. Out of 12-month 

maximum loss obtained is -6.25% which is in the month of June & maximum profit is 

11.24% which is in the month of February. Standard deviation is 5.29 by calculating the 

change of nav % values. In the year 2014 the risk adjusted return of Franklin India blue-chip 

fund by using Sharpe ratio is23.58 

Change of NAV % 
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Table 4.4: SBI blue-chip fund performance in 2014 
 
 

 
Date 

 
NAV 

Change in 
NAV(Rs) 

Change of NAV 
% 

JAN 11.98   

FEB 13.3 1.32 11.02 
MAR 13.72 0.42 3.16 
APR 13.91 0.19 1.38 

MAY 13.76 -0.15 -1.08 
JUN 12.97 -0.79 -5.74 
JUL 14.02 1.05 8.10 
AUG 14.2 0.18 1.28 

SEP 14.47 0.27 1.90 
OCT 15.55 1.08 7.46 

NOV 15.58 0.03 0.19 

DEC 16.32 0.74 4.75 
    

 Annual change 4.34 36.23% 
 Mean 0.36 3.01% 
 Standard 

deviation 
  

4.70 
 Sharpe Ratio  34.74 

 
 

Formula for Standard Deviation: 
 

Sharpe Ratio: 
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Chart 4.4: SBI blue chip fund performance in2014 
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Interpretation: 
For the year 2014 Annual return of NAV declined by Rs.4.34 or 36.23%. Out of 12-month 

maximum loss obtained is -5.74% which is in the month of June & maximum profit is 

11.02% which is in the month of February. Standard deviation is 4.70 by calculating the 

change of nav % values. In the year 2014 the risk adjusted return of SBI blue chip fund by 

using Sharpe ratio is34.74. 

Change of NAV % 
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Table 4.5: Reliance top 200 fund performance in 2014 
 

 
Date 

 
NAV 

Change in 
NAV(Rs) 

Change of NAV 
% 

JAN 10.31   

FEB 11.78 1.47 14.26 

MAR 12.32 0.54 4.58 

APR 12.47 0.15 1.22 

MAY 12.39 -0.08 -0.64 

JUN 11.62 -0.77 -6.21 

JUL 12.53 0.91 7.83 

AUG 12.52 -0.01 -0.08 

SEP 12.59 0.07 0.56 

OCT 13.8 1.21 9.61 

NOV 13.72 -0.08 -0.58 

DEC 14.25 0.53 3.86 
    

 Annual change 3.94 38.22% 
 Mean 0.32 3.18% 
 Standard 

deviation 
  

5.71 
 Sharpe Ratio  36.99 

 
 

Formula for Standard Deviation: 
 

Sharpe Ratio: 
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Chart 4.5: Reliance top 200 fund performance in 2014 
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Interpretation: 
 

For the year 2014 Annual return of NAV declined by Rs.3.94 or 38.22%. Out of 12-month 

maximum loss obtained is -6.21% which is in the month of June & maximum profit is 

14.26% which is in the month of February. Standard deviation is 5.71 by calculating the 

change of nav % values. In the year 2014 the risk adjusted return of Reliance top 200 funds 

by using Sharpe ratio is36.99. 

Change of NAV % 
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Table 4.6: Comparison on performance of top 5 equity mutual funds in 

2014 

 
Date 

NAV % of 
Birla 

NAV % of 
HDFC 

NAV % of 
Franklin 

NAV % 
of SBI 

NAV % of 
Reliance 

JAN      

FEB 11.46 14.26 11.24 11.02 14.26 

MAR 2.15 3.18 3.44 3.16 4.58 

APR 0.49 0.24 -0.34 1.38 1.22 

MAY -0.96 -1.96 -2.88 -1.08 -0.64 

JUN -6.67 -7.47 -6.25 -5.74 -6.21 

JUL 8.84 8.90 8.10 8.10 7.83 

AUG 0.63 -1.26 -0.18 1.28 -0.08 

SEP 0.28 -2.09 -0.74 1.90 0.56 

OCT 9.32 11.33 7.54 7.46 9.61 

NOV -0.24 -1.64 -0.81 0.19 -0.58 

DEC 5.56 5.14 4.68 4.75 3.86 
      

Annual change 33.75% 29.96% 24.90% 36.23% 38.22% 

Mean 2.81% 2.49% 2.07% 3.01% 3.18% 
Standard 
deviation 

 
5.4 

 
6.64 

 
5.29 

 
4.7 

 
5.71 

Sharpee ratio 32.46 28.91 23.58 34.74 36.99 
 
 

Formula for Standard Deviation: 
 

Sharpe Ratio: 
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Chart 4.6: Comparison on performance of top 5 equity mutual funds in 

2014 
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Interpretation: 
 

From the above table the annual change of NAV’s of Birla sun life frontline equity fund, 

HDFC top 200 fund, Franklin India blue chip fund, SBI blue chip fund, Reliance top 200  

fund in the year 2014 are 33.75, 29.96, 24.90, 36.2, 38.22 and standard deviation is 5.40, 

6.64, 5.29, 4.70, 3.18 in terms of %. Out of these five schemes both HDFC top 200 funds and 

Reliance top 200 funds are in good position in the month of February. The performance of 

these five mutual funds can be calculated based on their NAV’s and risk adjustedreturn. 

Series1 
Series3 
Series5 

NAV % of Birla 
NAV % of HDFC 
NAV % of Franklin 
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Table4.7: Birla sun life frontline equity fund performance in2015 
 
 

 
Date 

 
NAV 

Change in 
NAV(Rs) 

Change of NAV 
% 

JAN 100.24   

FEB 101.16 0.92 0.92 

MAR 95.75 -5.41 -5.35 

APR 95.17 -0.58 -0.61 

MAY 100.39 5.22 5.48 

JUN 98.99 -1.4 -1.39 

JUL 98.31 -0.68 -0.69 

AUG 94.18 -4.13 -4.20 

SEP 93.11 -1.07 -1.14 

OCT 97.45 4.34 4.66 

NOV 106.49 9.04 9.28 

DEC 106.02 -0.47 -0.44 
    

 Annual change 5.78 5.77% 
 Mean 0.48 0.48% 
 Standard 

deviation 
  

4.31 
 Sharpe Ratio  4.14 

 
 

Formula for Standard Deviation: 
 

Sharpe Ratio: 
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Chart 4.7: Birla sun life frontline equity fund performance in 2015 
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Interpretation: 
 

For the year 2015 Annual return of NAV declined by Rs.5.78 or 5.77%. Out of 12-month 

maximum loss obtained is -5.35% which is in the month of March & maximum profit is 

9.28% which is in the month of November. Standard deviation is 4.31 by calculating the 

change of nav % values. In the year 2015 the risk adjusted return of Birla sun life frontline 

equity fund by using Sharpe ratio is 4.14. 

Change of NAV % 



78  

Table 4.8: HDFC Top 200 fund performance in 2015 
 

 
Date 

 
NAV 

Change in 
NAV(Rs) 

Change of NAV 
% 

JAN 228.94   

FEB 230.18 1.24 0.54 

MAR 214.3 -15.88 -6.90 

APR 211.54 -2.76 -1.29 

MAY 223.47 11.93 5.64 

JUN 219.66 -3.81 -1.70 

JUL 213.88 -5.78 -2.63 

AUG 198.97 -14.91 -6.97 

SEP 195.57 -3.4 -1.71 

OCT 203.83 8.26 4.22 

NOV 228.13 24.3 11.92 

DEC 222.62 -5.51 -2.42 
    

 Annual change -6.32 -2.76% 
 Mean -0.52 -0.23% 
 Standard 

deviation 
  

5.55 
 Sharpe Ratio  -4.02 

 
 

Formula for Standard Deviation: 
 

Sharpe Ratio: 
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Chart 4.8:HDFC Top 200 fund performance in2015 
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Interpretation: 

 
For the year 2015 Annual return of NAV declined by Rs. -6.32 or -2.76%. Out of 12-month 

maximum loss obtained is -6.97% which is in the month of March, August & maximum 

profit is 11.92% which is in the month of November. Standard deviation is 5.55 by 

calculating the change of nav % values. In the year 2015 the risk adjusted return of HDFC top 

200 funds by using Sharpe ratio is-4.02. 

Change of NAV % 
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Table 4.9: Franklin India Blue chip fund performance in2015 
 
 

 
Date 

 
NAV 

Change in 
NAV(Rs) 

Change of NAV 
% 

JAN 238.34   

FEB 240.72 2.38 1.00 

MAR 229.71 -11.01 -4.57 

APR 226.41 -3.3 -1.44 

MAY 235.38 8.97 3.96 

JUNE 233.41 -1.97 -0.84 

JULY 229.73 -3.68 -1.58 

AUG 219.86 -9.87 -4.30 

SEP 205.9 -13.96 -6.35 

OCT 223.43 17.53 8.51 

NOV 244.94 21.51 9.63 

DEC 242 -2.94 -1.20 
    

 Annual change 3.66 1.54% 
 Mean 0.3 0.12% 
 Standard 

deviation 
  

5.17 
 Sharpe Ratio  0.18 

Formula for Standard Deviation: 
 

Sharpe Ratio: 
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Chart 4.9: Franklin India Blue chip fund performance in2015 
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Interpretation: 
 

For the year 2015 Annual return of NAV declined by Rs.3.66 or 1.54%. Out of 12-month 

maximum loss obtained is -6.35% which is in the month of September & maximum profit is 

9.63% which is in the month of November. Standard deviation is 5.17 by calculating the 

change of NAV% values. In the year 2015 the risk adjusted return of Franklin India blue- chip 

fund by using Sharpe ratio is0.18. 

Change of NAV % 
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Table 4.10: SBI blue-chip fund performance in 2015 
 

 
Date 

 
NAV 

Change in 
NAV(Rs) 

Change of 
NAV % 

JAN 16.72   

FEB 16.86 0.14 0.84 

MAR 16.21 -0.65 -3.86 

APR 16.18 -0.03 -0.19 

MAY 16.87 0.69 4.26 

JUNE 16.65 -0.22 -1.30 

JULY 16.36 -0.29 -1.74 

AUG 15.78 -0.58 -3.55 

SEP 15.25 -0.53 -3.36 

OCT 16.09 0.84 5.51 

NOV 17.5 1.41 8.76 

DEC 17.44 -0.06 -0.34 
    

 Annual change 0.72 4.31% 
 Mean 0.06 0.35% 
 Standard 

deviation 
  

4.09 
 Sharpe Ratio  2.59 

 
 

Formula for Standard Deviation: 
 

Sharpe Ratio: 
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Chart 4.10: SBI blue chip fund performance in2015 
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Interpretation: 
 

For the year 2015 Annual return of NAV declined by Rs.0.72 or 4.31%. Out of 12-month 

maximum loss obtained is -3.86% which is in the month of March & maximum profit is 

8.76% which is in the month of November. Standard deviation is 4.09 by calculating the 

change of nav % values. In the year 2015 the risk adjusted return of SBI blue-chip fund by 

using Sharpe ratio is 2.59. 

Change of NAV… 
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Table 4.11: Reliance top 200 fund performance in 2015 
 
 

 
Date 

 
NAV 

Change in 
NAV(Rs) 

Change of NAV 
% 

JAN 14.58   

FEB 14.54 -0.04 -0.27 

MAR 13.8 -0.74 -5.09 

APR 13.61 -0.19 -1.38 

MAY 14.19 0.58 4.26 

JUNE 13.79 -0.4 -2.82 

JULY 13.56 -0.23 -1.67 

AUG 12.71 -0.85 -6.27 

SEP 12.73 0.02 0.16 

OCT 13.2 0.47 3.69 

NOV 14.34 1.14 8.64 

DEC 14.35 0.01 0.07 
    

 Annual change -0.23 -1.58% 
 Mean -0.01 -0.13% 
 Standard deviation  4.29 
 Sharpe Ratio  -3.21 

 
 

Formula for Standard Deviation: 
 

Sharpe Ratio: 
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Chart 4.11: Reliance top 200 fund performance in 2015 
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Interpretation: 
 

For the year 2015 Annual return of NAV declined by Rs. -0.23 or -1.58%. Out of 12-month 
maximum loss obtained is -6.27% which is in the month of August & maximum profit is 
8.64% which is in the month of November. Standard deviation is 4.29 by calculating the 
change of nav % values. In the year 2015 the risk adjusted return of Reliance top 200 funds 
by using Sharpe ratio is-3.21. 

Change of NAV % 
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Table 4.12: Comparison on performance of top 5 equity mutual funds in 
2015 

 
 
Date 

NAV % of 
Birla 

NAV % of 
HDFC 

NAV % of 
Franklin 

NAV % of 
SBI 

NAV % of 
Reliance 

JAN      

FEB 0.92 0.54 1.00 0.84 -0.27 
MAR -5.35 -6.90 -4.57 -3.86 -5.09 
APR -0.61 -1.29 -1.44 -0.19 -1.38 

MAY 5.48 5.64 3.96 4.26 4.26 
JUN -1.39 -1.70 -0.84 -1.30 -2.82 

JUL -0.69 -2.63 -1.58 -1.74 -1.67 
AUG -4.20 -6.97 -4.30 -3.55 -6.27 
SEP -1.14 -1.71 -6.35 -3.36 0.16 

OCT 4.66 4.22 8.51 5.51 3.69 
NOV 9.28 11.92 9.63 8.76 8.64 
DEC -0.44 -2.42 -1.20 -0.34 0.07 

      
Annual 
change 

 
5.77% 

 
-2.76% 

 
1.54% 

 
4.31% 

 
-1.58% 

Mean 0.48% -0.23% 0.12% 0.35% -0.13% 
Standard 
deviation 

 
4.31 

 
5.55 

 
5.17 

 
4.09 

 
4.29 

Sharpee ratio 4.14 -4.02 0.18 2.59 -3.21 
 
 

Formula for Standard Deviation: 
 

Sharpe Ratio: 
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Chart 4.12: Comparison on performance of top 5 equity mutual funds in 
2015 
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Interpretation: 
 

From the above table the annual change of NAV’s of Birla sun life frontline equity fund, 

HDFC top 200 fund, Franklin India blue chip fund, SBI blue chip fund, Reliance top 200  

fund in the year 2015 are 5.77, -2.76, 1.54, 4.31, -1.58 and standard deviation is 4.31, 5.55 , 

5.17, 4.09, 4.29 in terms of %. Out of these five schemes HDFC top 200 fund is at good 

position in the month of November .The performance of these five mutual funds can be 

calculated based on their NAV’s and risk adjustedreturn. 

Series1 
Series3 
Series5 
Series7 

NAV % of Birla 
NAV % of HDFC 
NAV % of Franklin 
NAV % of SBI 
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Table 4.13: Birla sun life frontline equity fund performance in2016 
 

 
Date 

 
NAV 

Change in 
NAV(Rs) 

Change of NAV 
% 

JAN 108.66   

FEB 102.92 -5.74 -5.28 

MAR 106.89 3.97 3.86 

APR 116.4 9.51 8.90 

MAY 116.97 0.57 0.49 
JUN 132.37 15.4 13.17 

JUL 138.56 6.19 4.68 

AUG 137.19 -1.37 -0.99 

SEP 145.54 8.35 6.09 

OCT 145 -0.54 -0.37 

NOV 152.47 7.47 5.15 

DEC 159.15 6.68 4.38 
    

 Annual change 50.49 46.47 
 Mean 4.2 3.87 
 Standard deviation  5.05 
 Sharpe Ratio  45.08 

 

Formula for Standard Deviation: 
 

Sharpe Ratio: 
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Chart4.13: Birla sun life frontline equity fund performance in2016 
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Interpretation: 
 

For the year 2016 Annual return of NAV declined by Rs.50.49 or 46.47%. Out of 12-month 
maximum loss obtained is -5.28% which is in the month of February & maximum profit is 
13.17% which is in the month of June. Standard deviation is 5.05 by calculating the change 
of nav % values. In the year 2015 the risk adjusted return of Birla sun life frontline equity 
fund by using Sharpe ratio is45.08. 

Series1 
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Table 4.14: HDFC top 200 fund performance in 2016 
 

 
Date 

 
NAV 

Change in 
NAV(Rs) 

Change of NAV 
% 

JAN 235.41   

FEB 219.94 -15.47 -6.57 

MAR 229.23 9.29 4.22 

APR 254.06 24.83 10.83 

MAY 257.03 2.97 1.17 

JUN 300.3 43.27 16.83 

JUL 314.82 14.52 4.84 

AUG 306.05 -8.77 -2.79 

SEP 327.61 21.56 7.04 

OCT 322.2 -5.41 -1.65 

NOV 341.59 19.39 6.02 

DEC 354.29 12.7 3.72 
    

 Annual change 118.88 50.50 
 Mean 9.9 4.2 
 Standard 

deviation 
  

6.51 
 Sharpe Ratio  49.42 

 
 

Formula for Standard Deviation: 
 

Sharpe Ratio: 
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Chart 4.14: HDFC top 200 fund performance in2016 
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Interpretation: 
 

For the year 2016 Annual return of NAV declined by Rs.118.8 or 50.50%. Out of 12-month 
maximum loss obtained is -6.57% which is in the month of February & maximum profit is 
16.83% which is in the month of June. Standard deviation is 6.51 by calculating the change 
of nav % values. In the year 2015 the risk adjusted return of HDFC top 200 funds by using 
Sharpe ratio is49.42. 

Series1 
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Table 4.15:Franklin India blue-chip fund performance in2016 
 

 
 

Date 
 

NAV 
Change in 
NAV(Rs) 

Change of NAV 
% 

JAN 246.76   

FEB 234.57 -12.19 -4.94 

MAR 240.22 5.65 2.41 

APR 260.75 20.53 8.55 
MAY 258.76 -1.99 -0.76 

JUN 287.97 29.21 11.29 

JUL 299.14 11.17 3.88 

AUG 297.97 -1.17 -0.39 

SEP 315.9 17.93 6.02 

OCT 314.35 -1.55 -0.49 

NOV 332.15 17.8 5.66 

DEC 346.13 13.98 4.21 
    

 Annual change 99.37 40.27 
 Mean 8.28 3.35 
 Standard 

deviation 
  

4.68 
 Sharpe Ratio  38.77 

 
 

Formula for Standard Deviation: 
 

Sharpe Ratio: 
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Chart 4.15: Franklin India blue chip fund performance in2016 
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Interpretation: 

For the year 2016 Annual return of NAV declined by Rs.99.37 or 40.27%. Out of 12 month 
maximum loss obtained is -4.94% which is in the month of February & maximum profit is 
11.29% which is in the monthof June. Standard deviation is 4.68 by calculating the change of 
nav % values. In the year 2015 the risk adjusted return of Franklin India blue-chip fund by 
using Sharpe ratio is38.77. 

Series1 
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Table 4.16: SBI Blue-chip fund performance in 2016 
 

 
Date 

 
NAV 

Change in 
NAV(Rs) 

Change of NAV 
% 

JAN 17.87   

FEB 17.38 -0.49 -2.74 

MAR 18.05 0.67 3.86 

APR 19.12 1.07 5.93 
MAY 19.22 0.1 0.52 

JUN 21.23 2.01 10.46 

JUL 22.7 1.47 6.92 

AUG 22.77 0.07 0.31 

SEP 22.27 -0.5 -2.20 

OCT 22.57 0.3 1.35 

NOV 25.59 3.02 13.38 

DEC 26.49 0.9 3.52 
    

 Annual change 8.62 48.24 
 Mean 0.71 4.02 
 Standard 

deviation 
  

5.08 
 Sharpe Ratio  46.86 

 
 

Formula for Standard Deviation: 
 

Sharpe Ratio: 
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Chart 4.16: SBI Blue chip fund performance in2016 
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Interpretation: 

For the year 2016 Annual return of NAV declined by Rs.8.62 or 48.24%. Out of 12-month 
maximum loss obtained is -2.74% which is in the month of February & maximum profit is 
13.38% which is in the month of November. Standard deviation is 5.08 by calculating the 
change of nav % values. In the year 2015 the risk adjusted return of SBI blue-chip fund by 
using Sharpe ratio is 46.86. 

Series1 
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Table 4.17: Reliance top 200 fund performance in 2016 
 

 
Date 

 
NAV 

Change in 
NAV(Rs) 

Change of NAV 
% 

JAN 15.06   

FEB 14.34 -0.72 -4.78 

MAR 14.99 0.65 4.53 

APR 16.26 1.27 8.47 

MAY 16.26 0 0.00 

JUN 18.71 2.45 15.07 

JUL 20.03 1.32 7.06 

AUG 19.52 -0.51 -2.55 

SEP 20.96 1.44 7.38 

OCT 21.04 0.08 0.38 

NOV 22.42 1.38 6.56 

DEC 23.71 1.29 5.75 
    

 Annual change 8.65 57.44 
 Mean 0.72 4.78 
 Standard deviation  5.66 
 Sharpe Ratio  56.20 

 
 

Formula for Standard Deviation: 
 

Sharpe Ratio: 
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Chart 4.17: Reliance top 200 fund performance in 2016 
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Interpretation: 

For the year 2016 Annual return of NAV declined by Rs.8.65 or 57.44%. Out of 12-month 
maximum loss obtained is -4.78% which is in the month of February & maximum profit is 
15.07% which is in the month of June. Standard deviation is 5.66 by calculating the change 
of nav % values. In the year 2015 the risk adjusted return of Reliance top 200 funds by using 
Sharpe ratio is56.28. 

Series1 
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Table 4.18: Comparison on performance of top 5 equity mutual funds in 

2016 
 

 
Date 

NAV % of 
Birla 

NAV % of 
HDFC 

NAV % of 
Franklin 

NAV % of 
SBI 

NAV % of 
Reliance 

JAN      

FEB -5.28 -6.57 -4.94 -2.74 -4.78 

MAR 3.86 4.22 2.41 3.86 4.53 

APR 8.90 10.83 8.55 5.93 8.47 

MAY 0.49 1.17 -0.76 0.52 0.00 

JUN 13.17 16.83 11.29 10.46 15.07 

JUL 4.68 4.84 3.88 6.92 7.06 

AUG -0.99 -2.79 -0.39 0.31 -2.55 

SEP 6.09 7.04 6.02 -2.20 7.38 

OCT -0.37 -1.65 -0.49 1.35 0.38 

NOV 5.15 6.02 5.66 13.38 6.56 

DEC 4.38 3.72 4.21 3.52 5.75 
      

Annual change 46.47 50.50 40.27 48.24 57.44 

Mean 3.87 4.20 3.35 4.02 4.78 
Standard 
deviation 

 
5.05 

 
6.51 

 
4.68 

 
5.08 

 
5.66 

Sharpe Ratio 45.08 49.42 38.77 46.86 56.20 
 
 

Formula for Standard Deviation: 
 

Sharpe Ratio: 
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Char 4.18: Comparison on performance of top 5 equity mutual funds in 

2016 
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Interpretation: 
 

From the above table the annual change of NAV’s of Birla sun life frontline equity fund, 

HDFC top 200 fund, Franklin India blue chip fund, SBI blue chip fund, Reliance top 200  

fund in the year 2016 are 46.47, 50.50, 40.27, 48.24, 57.44 and standard deviation is5.05, 

6.51, 4.68 , 5.08, 5.66 in terms of %. Out of these five schemes HDFC top 200 funds is at 

good position in the month of June. The performance of these five mutual funds can be 

calculated based on their NAV’s and risk adjustedreturn. 

Series1 
Series3 
Series5 
Series7 

NAV % of Birla 
NAV % of HDFC 
NAV % of Franklin 
NAV % of SBI 
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Table 4.19: Birla sun life frontline equity fund performance in2017 

 
 

Date 
 

NAV 
Change in 
NAV(Rs) 

Change of NAV 
% 

JAN 157.33   

FEB 167.91 10.58 6.72 

MAR 171.05 3.14 1.87 

APR 165.35 -5.7 -3.33 

MAY 161 -4.35 -2.63 

JUN 163.02 2.02 1.25 

JUL 164.93 1.91 1.17 

AUG 168.87 3.94 2.39 

SEP 155 -13.87 -8.21 

OCT 158.35 3.35 2.16 

NOV 160.38 2.03 1.28 

DEC 159.31 -1.07 -0.67 
    

 Annual change 1.98 1.26 
 Mean 0.16 0.1 
 Standard deviation  3.86 
 Sharpe Ratio  -0.55 

 
 

Formula for Standard Deviation: 
 

Sharpe Ratio: 
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Chart 4.19: Birla sun life frontline equity fund performance in2017 
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Interpretation: 

For the year 2017 Annual return of NAV declined by Rs.1.98 or 1.26%. Out of 12-month 
maximum loss obtained is -8.21% which is in the month of September & maximum profit is 
6.72% which is in the month of February. Standard deviation is 3.86 by calculating the 
change of nav % values. In the year 2017 the risk adjusted return of Birla sun life frontline 
equity fund by using Sharpe ratio is-0.55. 

Series1 
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Table 4.20: HDFC top 200 fund performance in 2017 
 

 
Date 

 
NAV 

Change in 
NAV(Rs) 

Change of NAV 
% 

JAN 345.35   

FEB 359.8 14.45 4.18 

MAR 363.63 3.83 1.06 

APR 346.24 -17.39 -4.78 

MAY 340.05 -6.19 -1.79 

JUN 342.51 2.46 0.72 

JUL 341.71 -0.8 -0.23 
AUG 352.18 10.47 3.06 

SEP 317.11 -35.07 -9.96 

OCT 322.53 5.42 1.71 

NOV 328.5 5.97 1.85 

DEC 330.8 2.3 0.70 
    

 Annual change -14.55 -4.21% 
 Mean -1.21 -0.35% 
 Standard 

deviation 
  

3.99 
 Sharpe Ratio  -5.97 

 
 
 
 

Formula for Standard Deviation: 
 

Sharpe Ratio: 
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Chart 4.20: HDFC top 200 fund performance in2017 
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Interpretation: 

For the year 2017 Annual return of NAV declined by Rs. -14.55 or -4.21%. Out of 12-month 

maximum loss obtained is -9.96% which is in the month of September & maximum profit 
is4.18% which is in the month of February. Standard deviation is 3.99 by calculating the 
change of nav % values.  In the year 2017 the risk adjusted return of HDFC top 200 funds by 
using Sharpe ratio is-5.97. 

Series1 



104  

 

Table 4.21: Franklin India blue-chip fund performance in2017 
 

 
Date 

 
NAV 

Change in 
NAV(Rs) 

Change of NAV 
% 

JAN 338.82   

FEB 357.42 18.6 5.49 

MAR 367.29 9.87 2.76 

APR 359.23 -8.06 -2.19 

MAY 349.4 -9.83 -2.74 

JUN 360.03 10.63 3.04 

JUL 359.6 -0.43 -0.12 

AUG 368.06 8.46 2.35 

SEP 330.8 -37.26 -10.12 

OCT 347.49 16.69 5.05 

NOV 353.29 5.8 1.67 

DEC 349.27 -4.02 -1.14 
    

 Annual change 10.45 3.08% 
 Mean 0.87 0.25% 
 Standard 

deviation 
  

4.42 
 Sharpe Ratio  1.50 

 

Formula for Standard Deviation: 
 

Sharpe Ratio: 
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Chart 4.21: Franklin India blue chip fund performance in2017 
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Interpretation: 
 
For the year 2017 Annual return of NAV declined by Rs.10.45 or 3.08%. Out of 12-month 
maximum loss obtained is -10.12% which is in the month of September &maximum profit 
is5.49% which is in the month of February. Standard deviation is 4.42 by calculating the 
change of nav % values. In the year 2017 the risk adjusted return of Franklin India blue-chip 
fund by using Sharpe ratio is1.50. 

Series1 
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Table 4.22: SBI Blue-chip fund performance in 2017 
 

 
Date 

 
NAV 

Change in 
NAV(Rs) 

Change of 
NAV % 

JAN 26.37   

FEB 27.98 1.61 6.11 
MAR 28.94 0.96 3.43 
APR 28.7 -0.24 -0.83 
MAY 27.82 -0.88 -3.07 
JUN 28.16 0.34 1.22 
JUL 28.71 0.55 1.95 
AUG 29.4 0.69 2.40 
SEP 27.29 -2.11 -7.18 
OCT 27.85 0.56 2.05 
NOV 28.24 0.39 1.40 
DEC 28.24 0 0.00 

    
 Annual change 1.87 7.09 
 Mean 0.15 0.59 
 Standard 

deviation 
  

3.50 
 Sharpe Ratio  5.09 

 
 

Formula for Standard Deviation: 
 

Sharpe Ratio: 
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Chart 4.22: SBI Blue chip fund performance in2017 
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Interpretation: 
 

For the year 2017 Annual return of NAV declined by Rs.1.87 or 7.09%. Out of 12-month 

maximum loss obtained is -7.18% which is in the month of September & maximum profit is 

6.11% which is in the month of February. Standard deviation is 3.50 by calculating the 

change of nav % values. In the year 2017 the risk adjusted return of SBI blue-chip fund by 

using Sharpe ratio is5.09. 

Series1 
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Table 4.23: Reliance top 200 fund performance in 2017 
 

 
Date 

 
NAV 

Change in 
NAV(Rs) 

Change of NAV 
% 

JAN 23.34   

FEB 24.76 1.42 6.08 

MAR 25.44 0.68 2.75 

APR 24.6 -0.84 -3.30 

MAY 23.92 -0.68 -2.76 

JUN 24.14 0.22 0.92 

JUL 24.27 0.13 0.54 

AUG 24.94 0.67 2.76 

SEP 23.06 -1.88 -7.54 

OCT 23.01 -0.05 -0.22 

NOV 23.55 0.54 2.35 

DEC 23.65 0.1 0.42 
    

 Annual change 0.31 1.33 
 Mean 0.02 0.11 
 Standard deviation  3.66 
 Sharpe Ratio  -0.58 

 
 

Formula for Standard Deviation: 
 

Sharpe Ratio: 
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Chart 4.23: Reliance top 200 fund performance in2017 
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Interpretation: 
 

For the year 2017 Annual return of NAV declined by Rs.0.31 or 1.33%. Out of 12 month 

maximum loss obtained is -7.54% which is in the month of September & maximum profit is 

6.08% which is in the month of February. Standard deviation is 3.50 by calculating the 

change of nav % values. In the year 2017 the risk adjusted return of Reliance top 200 funds 

by using Sharpe ratio is-0.58. 

Series1 
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Table 4.24: Comparison on performance of top 5 equity mutual funds in 

2017 

 
Date 

NAV % of 
Birla 

NAV % of 
HDFC 

NAV % of 
Franklin 

NAV % of 
SBI 

NAV % of 
Reliance 

JAN      

FEB 6.72 4.18 5.49 6.11 6.08 

MAR 1.87 1.06 2.76 3.43 2.75 

APR -3.33 -4.78 -2.19 -0.83 -3.30 

MAY -2.63 -1.79 -2.74 -3.07 -2.76 

JUN 1.25 0.72 3.04 1.22 0.92 

JUL 1.17 -0.23 -0.12 1.95 0.54 

AUG 2.39 3.06 2.35 2.40 2.76 

SEP -8.21 -9.96 -10.12 -7.18 -7.54 

OCT 2.16 1.71 5.05 2.05 -0.22 

NOV 1.28 1.85 1.67 1.40 2.35 

DEC -0.67 0.70 -1.14 0.00 0.42 
      

Annual change 1.26 -4.21 3.08 7.09 1.33 

Mean 0.10 -0.35 0.25 0.59 0.11 
Standard 
deviation 

 
3.86 

 
3.99 

 
4.42 

 
3.50 

 
3.66 

Sharpe Ratio -0.55 -5.97 1.50 5.09 -0.58 
 
 

Formula for Standard Deviation: 
 

Sharpe Ratio: 
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Chart 4.24: Comparison on performance of top 5 equity mutual funds in 

2017 
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Interpretation: 
 

From the above table the annual change of NAV’s of Birla sun life frontline equity fund, 

HDFC top 200 fund, Franklin India blue chip fund, SBI blue chip fund, Reliance top 200 

fundin the year 2017 are 1.26, -4.21. 3.08, 7.09,1.33 and standard deviation are 3.86, 3.99, 

4.42, 3.50, and 3.66 in terms of %. Out of these five schemes Birla sun life frontline equity 

fund is at good position in the month of February. The performance of these five mutual funds 

can be calculated based on their NAV’s and risk adjustedreturn. 

Series1 
Series3 
Series5 
Series7 
Series9 

NAV % of Birla 
NAV % of HDFC 
NAV % of Franklin 
NAV % of SBI 
NAV % of Reliance 
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Table 4.25: Birla sun life frontline equity fund performance in2018 
 

 
 

Date 
 

NAV 
Change in 
NAV(Rs) 

Change of 
NAV % 

JAN 159.44   

FEB 151.99 -7.45 -4.67 

MAR 145.39 -6.6 -4.34 

APR 155.46 10.07 6.93 
MAY 158.26 2.8 1.80 

JUN 164.98 6.72 4.25 

JUL 170.69 5.71 3.46 

AUG 179.11 8.42 4.93 

SEP 183.84 4.73 2.64 

OCT 184.14 0.3 0.16 

NOV 182.84 -1.3 -0.71 

DEC 171.21 -11.63 -6.36 
    

 Annual change 11.77 7.38 
 Mean 0.98 0.61 
 Standard 

deviation 
  

4.34 
 Sharpe Ratio  5.77 

 

Formula for Standard Deviation: 
 

Sharpe Ratio: 
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Chart 4.25: Birla sun life frontline equity fund performance in2018 
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Interpretation: 
 

For the year 2018 Annual return of NAV declined by Rs.11.77 or 7.38%. Out of 12-month 

maximum loss obtained is -6.36% which is in the month of December & maximum profit is 

6.93% which is in the month of April. Standard deviation is 4.34 by calculating the change of 

nav % values. In the year 2018 the risk adjusted return of Birla sun life frontline equity fund 

by using Sharpe ratio is 5.77. 

Series1 
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Table 4.26: HDFC top 200 fund performance in 2018 
 

 
Date 

 
NAV 

Change in 
NAV(Rs) 

Change of 
NAV % 

JAN 326.01   

FEB 296.93 -29.08 -8.92 

MAR 279.88 -17.05 -5.74 

APR 309.42 29.54 10.55 

MAY 315.79 6.37 2.06 

JUN 330.11 14.32 4.53 

JUL 341.34 11.23 3.40 

AUG 357.82 16.48 4.83 

SEP 368.84 11.02 3.08 

OCT 372.34 3.5 0.95 

NOV 372.71 0.37 0.10 

DEC 355.86 -16.85 -4.52 
    

 Annual change 29.85 9.16 
 Mean 2.48 0.76 
 Standard 

deviation 
  

5.52 
 Sharpe Ratio  7.89 

 
 

Formula for Standard Deviation: 
 

Sharpe Ratio: 
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Chart 4.26: HDFC top 200 fund performance in2018 
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Interpretation: 
 

For the year 2018 Annual return of NAV declined by Rs.29.85 or 9.16%. Out of 12-month 

maximum loss obtained is -8.92% which is in the month of February & maximum profit is 

10.55% which is in the month of April. Standard deviation is 5.52 by calculating the change 

of nav % values. In the year 2018 the risk adjusted return of HDFC top 200 funds by using 

Sharpe ratio is 7.89. 

Series1 
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Table 4.27: Franklin India blue chip fund performance in2018 
 

 
 

Date 
 

NAV 
Change in 
NAV(Rs) 

Change of NAV 
% 

JAN 345.8   

FEB 331.82 -13.98 -4.04 

MAR 318.64 -13.18 -3.97 

APR 343.02 24.38 7.65 

MAY 349.07 6.05 1.76 

JUN 363.66 14.59 4.18 

JUL 374.48 10.82 2.98 

AUG 385.04 10.56 2.82 

SEP 392.63 7.59 1.97 

OCT 388.9 -3.73 -0.95 

NOV 387.12 -1.78 -0.46 

DEC 370.36 -16.76 -4.33 
    

 Annual change 24.56 7.10 
 Mean 2.04 0.59 
 Standard 

deviation 
  

3.83 
 Sharpe Ratio  5.27 

 
 

Formula for Standard Deviation: 
 

Sharpe Ratio: 
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Chart 4.27: Franklin India blue chip fund performance in2018 
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Interpretation: 
 

For the year 2018 Annual return of NAV declined by Rs.24.56 or 9.16%. Out of 12-month 

maximum loss obtained is -4.33% which is in the month of December & maximum profit is 

7.65% which is in the month of April. Standard deviation is 3.83 by calculating the change of 

nav % values. In the year 2018 the risk adjusted return of Franklin India blue chip fund by 

using Sharpe ratio is 5.27. 

Series1 
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Table 4.28: SBI Blue-chip fund performance in 2018 
 
 

 
Date 

 
NAV 

Change in 
NAV(Rs) 

Change of 
NAV % 

JAN 28.54   

FEB 27.4 -1.14 -3.99 
MAR 26.5 -0.9 -3.28 

APR 27.82 1.32 4.98 
MAY 28.71 0.89 3.20 
JUN 29.88 1.17 4.08 
JUL 30.37 0.49 1.64 
AUG 31.95 1.58 5.20 
SEP 32.24 0.29 0.91 

OCT 32.73 0.49 1.52 
NOV 32.4 -0.33 -1.01 

DEC 30.32 -2.08 -6.42 
    

 Annual change 1.78 6.24 
 Mean 0.14 0.52 
 Standard 

deviation 
  

3.86 
 Sharpe Ratio  4.43 

 
 

Formula for Standard Deviation: 
 

Sharpe Ratio: 
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Chart 4.28: SBI Blue chip fund performance in2018 
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Interpretation: 
 

For the year 2018 Annual return of NAV declined by Rs.1.78 or 6.24%. Out of 12-month 

maximum loss obtained is -6.42% which is in the month of December & maximum profit is 

5.20% which is in the month of August. Standard deviation is 3.86by calculating the change 

of nav % values. In the year 2018 the risk adjusted return of SBI blue chip fund by using 

Sharpe ratio is 4.43. 

Series1 
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Table 4.29: Reliance top 200 fund performance in 2018 
 
 

 
Date 

 
NAV 

Change in 
NAV(Rs) 

Change of NAV 
% 

JAN 23.66   

FEB 21.84 -1.82 -7.69 

MAR 20.52 -1.32 -6.04 

APR 22.24 1.72 8.38 

MAY 22.11 -0.13 -0.58 

JUN 22.89 0.78 3.53 

JUL 23.9 1.01 4.41 

AUG 24.75 0.85 3.56 

SEP 25.77 1.02 4.12 

OCT 25.93 0.16 0.62 

NOV 25.66 -0.27 -1.04 

DEC 24.26 -1.4 -5.46 
    

 Annual change 0.6 2.54 
 Mean 0.05 0.211 
 Standard 

deviation 
  

5.08 
 Sharpe Ratio  1.16 

 
 

Formula for Standard Deviation: 
 

Sharpe Ratio: 
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Chart 4.29: Reliance top 200 fund performance in2018 
 

Chart Title 
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Interpretation: 
 

For the year 2018 Annual return of NAV declined by Rs.0.6 or 2.54%. Out of 12-month 

maximum loss obtained is -7.69% which is in the month of February & maximum profit is 

8.38% which is in the month of April. Standard deviation is 5.08 by calculating the change of 

nav % values. In the year 2018 the risk adjusted return of Reliance top 200 funds by using 

Sharpe ratio is 1.16. 

Series1 
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Table 4.30: Comparison on performance of top 5 equity mutual funds in 

2018 

 
Date 

NAV % of 
Birla 

NAV % of 
HDFC 

NAV % of 
Franklin 

NAV % of 
SBI 

NAV % of 
Reliance 

JAN      

FEB -4.67 -8.92 -4.04 -3.99 -7.69 

MAR -4.34 -5.74 -3.97 -3.28 -6.04 

APR 6.93 10.55 7.65 4.98 8.38 

MAY 1.80 2.06 1.76 3.20 -0.58 

JUN 4.25 4.53 4.18 4.08 3.53 

JUL 3.46 3.40 2.98 1.64 4.41 

AUG 4.93 4.83 2.82 5.20 3.56 

SEP 2.64 3.08 1.97 0.91 4.12 

OCT 0.16 0.95 -0.95 1.52 0.62 

NOV -0.71 0.10 -0.46 -1.01 -1.04 

DEC -6.36 -4.52 -4.33 -6.42 -5.46 
      

Annual change 7.38 9.16 7.10 6.24 2.54 

Mean 0.61 0.76 0.59 0.52 0.21 
Standard 
deviation 

 
4.34 

 
5.52 

 
3.83 

 
3.86 

 
5.08 

Sharpe Ratio 5.77 7.89 5.27 4.43 1.16 
 
 

Formula for Standard Deviation: 
 

Sharpe Ratio: 
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Chart 4.30: Comparison on performance of top 5 equity mutual funds in 

2018 
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Interpretation: 
 

From the above table the annual change of NAV’s of Birla sun life frontline equity fund, 

HDFC top 200 fund, Franklin India blue chip fund, SBI blue chip fund, Reliance top 200  

fund in the year 2018 are 7.38, 9.16, 7.10, 6.24, 2.54 and standard deviation is 4.34, 5.52, 

3.83, 3.86, 5.08 in terms of %. Out of these five schemes both HDFC top 200 funds and 

Reliance top 200 funds are in good position in the month of April. The performance of these 

five mutual funds can be calculated based on their NAV’s and risk adjustedreturn. 

Series1 

Series3 

Series5 

Series7 

Series9 

NAV % of Birla 

NAV % of HDFC 

NAV % of Franklin 

NAV % of SBI 

NAV % of Reliance 
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CHAPTER-VI 

FINDINGS OF THE STUDY: 

From the data analysis of “A Comparative Analysis of Top five equity mutual funds” the data 

has been taken from 2014 to 2018 on monthly basis and selected schemes are considered. 
After the data analysis the following points were founded out. 

For the year 2014: 

1. The performance of selected 5 mutual fund schemes is in positive, where RELIANCE TOP 
200 FUND has outperformed the remaining four schemes where the rate of return is 38.22% 
Whereas the return of other schemes is BIRLA-33.75%, HDFC-29.96%, FRANKLIN- 
29.4%, SBI-36.23%. 

2. The risk in mutual funds is studied by using Standard deviation which represents the total 
risk. A high standard deviation represents high risk and viceversa. 

SBI-4.7%, FRANKLIN-5.29%, BIRLA-5.4%, RELIANCE-5.71%, HDFC-6.64%.so by 
considering risk SBI fund performed better. 

 
3.At the time of making investment any kind of investor has to consider both risk and return 
which can be measured by using Sharpe ratio. Higher the Sharpe ratio higher theprofits. 
Sharpe ratio of the funds is BIRLA-4.14%, FRANKLIN-4.09%, SBI-2.59%, RELIANCE: - 
3.21%, HDFC: -4.02%. By considering Sharpee ratio BIRLA performed better. 

For the year 2015: 

1. The performance of selected 5 mutual fund schemes based on the return and the returns of 
schemes are ranked from high to low. 

BIRLA-5.77%, SBI-4.31%, FRANKLIN-1.54%, RELIANCE: -1.58%, HDFC: -2.76%. Birla 
performed better. 

 
2. The risk in mutual funds is studied by using Standard deviation which represents the total 
risk. A high standard deviation represents high risk and viceversa. 

SBI-4.09%, RELIANCE-4.29%, BIRLA-4.31%, FRANKLIN-5.17%, HDFC-5.55%.sbi 
performed better. 

 
3. At the time of making investment any kind of investor has to consider both risk and return 
which can be measured by using Sharpee ratio. Higher the Sharpee ratio higher theprofits. 

RELIANCE-36.99%, SBI-34.74%, BIRLA-32.46%, HDFC-28.91%, FRANKLIN-23.58%. By 
considering Sharpe ratio RELIANCE fund performed better. 
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For the year 2016: 

1. The performance of selected 5 mutual fund schemes based on the return and the returns of 
schemes are ranked from high to low. RELIANCE-57.44%, HDFC-50.5%, SBI- 48.24%, 
BIRLA-46.47%, FRANKLIN-40.27%. RELIANCEfund performedbetter. 

2. The risk in mutual funds is studied by using Standard deviation which represents the total 
risk. A high standard deviation represents high risk and vice versa. FRANKLIN- 4.68%, 
BIRLA-5.05%, SBI-5.08%, RELIANCE-5.66%, HDFC-6.51%. FRANKLINfund 
performedbetter. 

3. At the time of making investment any kind of investor has to consider both risk and return 
which can be measured by using Sharpee ratio. Higher the Sharpee ratio higher the profits. 
RELIANCE-56.2%, HDFC-49.42%, SBI-46.86%, BIRLA-45.08%, FRANKLIN- 
38.77%. By considering Sharpe ratio RELIANCE fund performed better. 

 

For the year 2017: 

1. The performance of selected 5 mutual fund schemes based on the return and the returns of 
schemes are ranked from high to low.SBI-7.09%, FRANKLIN-3.08%, RELIANCE- 1.33%, 
BIRLA-1.26%, HDFC: -4.21%. SBI fund performedbetter. 

2. The risk in mutual funds is studied by using Standard deviation which represents the total 
risk. A high standard deviation represents high risk and vice versa. BIRLA-3.86%, HDFC- 
3.99%, FRANKLIN-4.42%, SBI-3.5%, RELIANCE-3.66%.SBIfund performedbetter. 

3. At the time of making investment any kind of investor has to consider both risk and return 
which can be measured by using Sharpe ratio. Higher the Sharpe ratio higher theprofits. 
BIRLA: -0.55%, HDFC: -5.97%, FRANKLIN-1.5%, SBI-5.09%, RELIANCE: -0.58%. By 
considering Sharpe ratio SBI fund performed better. 

 

For the year 2018: 

1. The performance of selected 5 mutual fund schemes based on the return and the returns of 
schemes are ranked from high to low. HDFC-9.16%, BIRLA-7.38%, FRANKLIN-7.1%, 
SBI- 6.24%, RELIANCE-2.54%. HDFCfund performedbetter. 

2. The risk in mutual funds is studied by using Standard deviation which represents the total 
risk. A high standard deviation represents high risk and vice versa. FRANKLIN-3.83%, 
SBI- 3.86%, BIRLA-4.34%, RELIANCE-5.08%, HDFC-5.52%. FRANKLINfund 
performedbetter. 

3. At the time of making investment any kind of investor has to consider both risk and return 
which can be measured by using Sharpee ratio. Higher the Sharpee ratio higher the profits. 
BIRLA-7.89%, HDFC-5.77%, FRANKLIN-5.27%, SBI-4.43%, RELIANCE-1.16%.By 
considering Sharpe ratio BIRLA fund performed better. 
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SUGGESTIONS TO THE STUDY: 
 
 

1. Based on the above findings, out of five funds RELIANCE fund performed better. 
 

2 . Every investor has to consider both risk& return while he is investing. From 2014 to 
2018 reliance, fund performance was good when compared to remaining funds in the events 
of risk&return. 

3 out of five years reliance, fund gave positive& better returns for 2 years i.e., reliance in 
2015,2016. 

4. When we observe the Sharpe ratio of reliance fund in 2016 it was 56.2%.it means for 
every one unit of risk reliance fund gives 56 units ofreturn. 

5. So,it is better& good for the investors to invest in reliance mutual funds in order to get 
56% of return for theirinvestment. 
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CONCLUSION: 
 
 

In this survey, there is an increasing trend in mutual funds as it reduces the risk of individual 
investors. Mutual fund companies offer different schemes based on the market trend. In this 
context, most of the employees are interested to invest in systematic investment plan (SIP) 
business persons are interested to invest in equity funds etc. 
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CHAPTER-I
INTRODUCTION



Introduction:

Human resources is the department within a business that is responsible for all
the things worker related. That includes recruiting,selecting,hiring,training,
promoting,paying and firing employees.

Human resource policies are the formal rules and guidelines that businesses
put in place to hire, train, assess, and reward the members of their workforce. These
policies, when organized and disseminated in an easily used form, can serve to
preempt many misunderstandings between employees and employers about their
rights and obligations in the business place.

A policy is a guide for repetitive action in major areas of business. Polices are
set up to achieve several benefits. By taking policy decisions on frequently recurring
problems, the top management the guidelines to lower lower managers. It will permit
decisions to be made in similar situations without repeating the reasons and expensive
analysis required initially to state the policy .policies help managers at various levels
to act with confidence without the need of consulting the superiors every time. This
will also ensure promptness of action.

A company may have adopted a policy of providing training for all
employees as a means of preparing them for promotion. To implement this policy, it
may have developed an extensive training programme. The programme may include
job training for new employees, supervisory training for foreman and supervisors, and
management development for members of the management group. In the supervisory
training programme, it may include role playing as one of the many training practices.

Human resource polices provides guidelines for a wide variety of
employment relations in the organization. These guidelines identify the organizations
intentions in matters of recruitment,selection,promotion,development
Compensation, motivation, and directing employees in the working organization. HR
polices serve as a road map for the manager.

HR policies is based on following principles:

1. Place right person in the right place at the right time.
2. Train every employee for current and future jobs.
3. Establish organization as whole a coordination team.
4. Ensure proper and adequate supply of tools and equipment.
5. Create better working conditions.
6. Give security with opportunity, incentive, and recognition.
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Need for the study:

Every organisation should have personnel policies in order to
accomplish the objectives of the personnel as well as the organisation. Further
organisation needs personnel policies in order to bring uniformity in decisions and
Minimise the favouritism and discrimination in treating the employees.
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Scope of the study:

In any organization human resource is the most important asset. As
most of the organizations overall performance depends on its employees performance,
which depends largely on the HR policies of the organization. In this study my project
work only confined to top level, middle level and low level in kusalava hyundai,
vijayawada.
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Objectives:

1. To study the employee awareness on various human resource policies.
2. To know the selection process in the organization.
3. To evaluate the effectiveness of training and development programmes.
4. To understand the performance appraisal policies.
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Limitation:

1. This study is limited to Vijayawada city only.

2. This is study is restricted to sample size of 104 members.

3. Getting the required information from some employees has been difficulty.

4. The inputs given by the employees may be biased.

5. The period of study is only for 45 days which is a major constraint.
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Research methodology:

This study is carried out during the period of 45days. A sample of workers was
chosen to collect the data for the study out of the total population.

Two types of data are collected for the study

1. Primary data
2. Secondary data

Primary data:

It is the data which is collected for the first time for the study. Primary data
is also called original data.

In this study primary data is collected from workers working in M/s.
Kusalava Hyundai,(vijayawada) with the help of a structured questionnaires
consisting of 17 questions.

Secondary data:

Secondary data is those which have already been collected by someone
else.secondary data has been collected from company records, text books,magazines
and other journals websites etc.

Sample size:

The sample size is taken as 104 for the survey from the total population 123
employees.
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CHAPTER-II

INDUSTRY PROFILE



The Indian auto ancillary industry has come a long way since it had its small beginnings in the
1940s. If the evolution of the industry is traced in India, it can be classified into three distinct
phases namely period prior to the entry of Maruthi Udhyog Ltd, period after the entry of Maruthi
Udhyog Ltd was characterised by small number of auto majors like Hindustan Motors, Premier
automobiles, Telco, Bajaj and Mahindra, low technology and assured for most of the auto-
component manufactures.

Industry Basics

The Rs. 127 bn worth domestic auto ancillary industry is highly fragmented, with hardly
any global scale capabilities. Capital costs for production of most components is not steep and
technology though a key factor, relatively stable. In the price conscious replacement market,
small scale unorganized sector is well entrenched, despite its low quality. Auto ancillary what is
driving growth in India. OEMS (Original Equipment Manufacturers) are mainly catered to by
organized sector. The Industry prospects are again linked to the domestic auto sector including
replacement market.

The cars and bikes come to us as a single unit. However, to get these machine marvels on
the road, the manufacturer uses as many as 5000+ components. The total raw material cost of a
manufacturing company is around 65% of net sales. Increasing competition affects company’s
bottom line thereby resulting into lower profitability, declining returns in terms of net profit and
capital employed. Here enters in the Indian opportunity and advantage. With increasing pressure
on margins, global players have started to outsource from countries, which improve their bottom
line.

Why Indian Manufacturers

Existing Indian scenario the Indian market is the second largest two-wheeler and tractor
manufacturing and fifth largest commercial vehicle manufactures. A large domestic market has
proved a base for industry to be a global player. Auto component industry has growth by 17% in
the last five years, while exports have performed the Indian market during the same period
growing at 25%. The industry is expected to growth to US $ 2 bn in the current fiscal and US $
by 2010.

Skilled Labor at Cheaper Cost

Skilled labor is one of the key requirements in this industry that is available in plenty and
that too at a comparatively cheaper rate. Staff expenditure is as low as Rs. 100 per hour as
compared to Rs. 900 in USA. Consider the case of Bharat Forge, which is into manufacturing of
forging, where skilled labor is the key requirements. Company’s cost is less that 10% of net
revenues, while companies, manufacturing forging in US spend almost 30% of sales revenue on
labor.
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Quality Standard

Indian norms are stiff enough to restrict chain from entering the Indian market. Through chains
market is the largest automobile market, they could can’t enter into the India. Market many of the
Indian manufactures meet the international quality certification and also meet the global
automotive standards as well. In sort the global auto manufactures requirements can source
quality components from India, why doubt that the time ahead would be golden years for auto
ancillary industry.

Industry Highlights

1. The Rs. 127 bn worth domestic auto ancillary industry is highly fragmented, with hardly any
global scale capabilities.

2. Capital costs for production of most components is not steep and technology though a key
factor, relatively stable.

3. In the price conscious replacement market, small scale unorganized sector is well entrenched,
despite its low quality.

4. OEMS (Original Equipment Manufacturers) are mainly catered to by organized sector.
5. The Industry prospects are again linked to the domestic auto sector including replacement

market.

Auto Components Industry

The Indian auto components industry has an esteemed production of US $ 10 billion. The
spiraling demand from domestic and international auto companies have been this sector
emerging as one of the growing manufacturing sector in India and globally.

Surge in automobile industry since the nineties has led to robust growth of the auto
component sector in the country. In tandem with the industry trends, the Indian component sector
has shown great advances in recent years in terms of growth, spread, absorption of new
technologies and flexibility. Indian auto component industry has seen major growth with the
arrival of world vehicle manufactures from Japan, US and Europe. Today, India is emerging as
one of the key auto components centre in Asia and is expected to play a significant role in the
global automotive supply chain in the near future.
Today, the auto- component industry has emerged as a highly competitive segment of the
manufacturing sector. Indian auto component industry is wide and has been one of the fastest
growing segments of auto sector. During the year 2007-08, the auto component industry
continued its high growth path and emerged as one of the fastest growing sector in Indian
engineering industry by clocking 21% growth output during the year. The industry crossed a total
turnover of over US $15 billion, with exports of US $ 2.9 billion during the year. It supports
industries like automobiles, machine tools, steel aluminium, rubber, plastic, electrical, electronics,
forgings and machining. India has also emerged as an outsourcing hub for auto parts for
international companies such as Ford, General Motors, Daimler Chrysler, Fiat, Volkswagens and
Toyota.

8



Growing Capabilities of Indian Component Suppliers

commercial vehicles, two wheelers, three wheelers and tractors, expanded from a sales level of
3.3 million vehicles in the year 1995-96 to nearly 6.8 million vehicles during 2005-06.

1. The Indian auto component industry responded to these challenges by adding capacity and
modernizing existing plants. Many firms entered into technical collabor proficiency in understanding
Technical drawings and well conversant in all Global Automotive standards. American,
Japanese, Korean, European standards etc.

2. Appropriate automation leading to economic production costs.
3. Flexibility in small batch production.
4. Growing IT capability for design, development & simulation.
5. Respect for intellectual property.

The Indian automotive industry has grown at a CAGR of 14% p.a. over the last 5 years sales of
vehicles around 9 million vehicles in 2005-06. It has potential to emerge the largest in the world,
presently India is

1. 1st largest two wheeler market in the world.
2. 5th largest commercial vehicle market in the world.

The industry has emerged as a key contributor to the Indian economy. The
developments in the Indian auto component industry can be traced to trade liberalization
during the 1990’s that resulted in an influx of multinational automotive companies like ford,
general motors, Hyundai, Mercedes-Benz, Peugeot, and Volvo into India.

Consumers reacted favorable to the expanded set of offerings and consequently the demand
for cars in India surged. For example, the sales if foreign brand cars grew from almost nothing
before the entry of Hyundai in 1997 to 17% of the car market in the year 1998-99 to more
than25% of the car market in 2004-05. The auto market, consisation and equity partnership
global tier-one suppliers. Global tier-one suppliers like Delphi and Visteon set manufacturing
units in India.

During this period, there was significant growth in multinational companies, exports are still
very compared to annual global auto component sales, which were $ 730 billion, there is a
significant share of the sales components firms.

Before Maruthi, the auto component industry was characterized by low volumes, high
fragmentation, negligible auto machine and consequently poor quality. Worth talking about.
Maruthi challenged all that for the first time the Indian market hand volumes worth speaking
of a product that was exportable and proper systems.

The key of course is the export- worthiness of the Maruthi, Zen mark by 1989-90, the
component industry boomed in tandem, in the meantime, other Japanese majors like Honda,
Yamaha, Toyota and Mitsubishi also flagged off two- wheeler and light commercial vehicles
production.
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This paved the way for foreign collaborations in the component sector, and till date some 95
Japanese alliances have been struck. Maruthi itself floated 11 joint ventures and has as many as
375 vendors .The Indian auto component industry has an estimated production of US $ 10 billion.

The spiraling demand from domestic and international auto companies has
seen this sector emerging as one of the fastest growing manufacturing sectors in India and
globally.
The auto components industry is predominantly divided into five segments.

1. Engine Parts
2. Drive Transmission & Seating Parts
3. Suspension & Brake Parts
4. Electrical Parts
5. Body And Chassis

According to the ACMA (Auto Components Manufacturers Association of India), the
sector is set to grow at a CAGR of 15 per cent till fiscal 2012. This sector is now working
towards an open market. A large number of joint ventures with leading global manufacturers
have already been set up in the auto- components sector. And with India estimated to have the
potential to become one of the top five auto component economies by 2025, the pace is expected
to pick up even further.

Moreover the automotive components industry is perceived as a lucrative sector with
tremendous potential for foreign direct investments. The year 2007-08 saw the auto components
sector soar with exports touching the US$ 5.9 billion in 2008-09, and touch US$ 20 billion in
seven years owing to the huge and growing markets both within India, and overseas.

Domestic Investment

The market is so large and diverse that a large number of players can be absorbed to
accommodate buyer needs. The sector not only has global players looking to invest and expand
but leading domestic component companies are also pumping in huge sums into expanding
operations.
1. Bharat Forge invested US$ 135 million in its Pune plant for increasing domestic capacity to 2,

40,000 tones.
2. Armtek Auto is expanding capacity of its castings unit to 70,000 tons per annum from 30,000

TPA.
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Foreign Investments

India enjoys a cost advantage with respect to casting and forging as manufacturing costs in
India are 25 to 30 per cent lower than their western counterparts. Seeing the growing popularity
of India in the automotive component sector ( a whopping US$ 530 million in terms of foreign
direct investment), the investment commission has set a target of attracting foreign investment
worth US$ 5 billion for the next five years to increase India's share in the global auto components
market from the existing 0.4 percent to 3-4 percent.

1 Chrysler is setting up a local sourcing unit in Chennai and expected to start sourcing for its
global plant by next year.

2 Pal finger AG, the Austrian hydraulic lifting, loading and handling systems manufactures,
has joined hands with Western Auto LLC, Dubai, the vehicle dealership arm of ETA Star
group, have invested US$ 1.7 million to set base in India.

3. IFCI Venture Capital Funds Ltd is launching a private equity fund in association with
German consultancy UBF-B worth US$ 144.67 million focused entirely on domestic
automotive components industry.

4. Auto parts maker Robert Bosch of Germany will invest US$ 201.4 million in its Indian
subsidiaries over the next two years.

5. Japan's Omron Corporation, the leading manufacturers of automation components has set up
the company's first production base on the subcontinent.

6. Swiss company Reiter Automotive India aims to increase its production capacity in India and
extend its product range to heat shields.

Destination India

The ACMA - Mc Kinsey Vision 2015 document forecasts the potential for the Indian auto
component industry to be US$ 40-45 billion by 2015. Investments and exports in this segment are
witnessing continuous growth. Global automobile manufactures see India as a manufacturing hub
for auto components and are rapidly ramping up the value of components they source from India
due to

1. The cost competitiveness in terms of labour and raw material
2. Its established manufacturing base.
3. Fine quality of components manufactured in India (used as original components for vehicles

made by General Motors, Mercedes, IVECO and Daewoo among others).

As a result, Japanese and British component manufacturers are seeking joint- ventures in
India. Delphi, the auto component division of General Motors is planning to set up plants in India.
Robert Bosch, auto parts maker of Germany has relocated manufacture of certain products to
MICO, India. Crosslink International Wheels, Malaysia's leading automobile security provider
has set up its manufacturing unit at Bade to make India the export hub for the SAARC region.
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Foreign auto makers, including Ford Motor Co., General Motors Corp., Honda Motors Co.,
Toyota Motor Corp., Daimler Chrysler AG and Hyundai Motor Co., are all looking to increase
their presence in India and use it as an export hub.

The Indian automotive export industry has made a global mark. Both the automobile
industries along with the component industry in contributing to India's overall export effort.
According to ACMA, more than a third (36 percent) of Indian auto component exports head for
Europe, with North America featuring a close second at 26 percent.

Growing Capacity of Indian Component Suppliers

1. Proficiency in understanding technical drawings and well conversant in all global automotive
standards, American, Japanese, Korean, European standards etc.

2. Appropriate automation leading to economic production costs.
3. Flexibility in small batch production.
4. Growing IT capacity for design, development & simulation.

The Indian automotive industry has grown at a CAGR of 14 percent p.a. over
the last 5 years sales of vehicles reaching around 9 million vehicles in 2009-10. It has the
potential to emerge the largest in the world.

That was just the first step in the process of Indian component marks
producing globally competitive products. The next best thing to happen to this sector was the
recession of 1992-93. To maintain their viability, ancillary had little choice but to focus on export
markets, and set up quality. This is evident in the spate of ISO 9000 certifications those
component makers began to receive. Of the roughly 350 companies in this sector, at least 130
have bagged ISO 9000 certification, something no other industry can boast of the step-up process
has not ended with the Japanese innovation. Gradually manufactures from all parts of the world
are making a beeline for India.
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Kusalava International Ltd

Kusalava International Ltd., was established in the year 1964. It was earlier known as
Bharath Industries were it was started as a small work shop. But later the name was changed
to Kusalava International Ltd., Today Kusalava International Ltd., is one of the largest
cylinder liner manufacturer's in India. Started in the year 1964 as a small foundry under the
visionary leadership of Mr. Kusalava Rao (Chairman) Kusalava International Ltd has
transformed. The organization into a truly professional organization with revenues closed to
25 million USD. Today, Kusalava International Ltd., supplies engine components to original
equipment manufacturers in India, USA, and Europe. The company has established itself as
the preferred supplier of cylinder liners worldwide.

Brand Name "Tiger Power" - The Tough Parts

Today “Tiger Power" brand is most dynamic name in the cylinder liner manufacturing
business. Kusalava International Ltd has nearly 40 years of industrial manufacturing
experience in the field. Nearly 50 percent of the production goes to original equipment.
Kusalava International Ltd., had geared up to meet the technological changes and world
standards. It also understood the competition in the world market arose done to the
establishment of World Trade Organization.

Kusalava International Ltd has consistently delivered quality automotive components
in line with the specific of automobile majors in India and for the market spare parts segments
to various countries like US, Italy, New Zealand, Bangladesh, Australia, Malaysia, Thailand,
Mauritius and the Middle East.

Vision of the Organization

"To produce quality auto component products the matching best available in the world
in terms of innovative design features and endues at competitive cost deliverable in time and
maximize customer satisfaction to ensure constant increase in market share and global
presence for the company."

Mission of the Organization

1. To constantly strive for automation and technology up gradation of company's plant
process and product.

2. To maximize customer satisfaction and efficient use of resources at company's disposal to
optimize production and minimize cost.

3. To trigger higher demand for company's product both in domestic and international
market thereby improve market share.

4. To improve both top line and bottom line of the company to ensure optimum returns for
all stake holders of the company.

5. To make Kusalava a true global conglomerate through professional management,
corporate governance initiatives and strict adherence to regulatory compliances.
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Corporate Structure

Kusalava Group
(Private Owned)

Manufacturing Trading Services

Auto Motive I.T

Auto Components

Finance
Auto
Component

Hauler
services

Technical facilities:

Foundry
Inductotherm Induction Furnace
Automated Carousel Machines
Shot Blasting Machine
Heat Treatment Facilities

Parting Off Machines

Test Equipment

Spectro Lab
Zeiss Metallurgical Microscope With Photographic
Attachment Image Analyzer
Nodularity Testing Equipment
Universal Testing Machine
Vickers, Brinnel& Rockwell Hardness Testing Machines
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Mile Stones in Tiger Power Manufacturing

1972 - Started production of grey iron cylinder liners. Started to major road transport
corporations (STU's)

1987 - Became the major source for defence vehicle factory.

1990 - Exported its first consignment to New Zealand.

1992 - Tiger Power became the major supplier of cylinder liner in after market.

1994 - Emerged as the largest cylinder liner manufacturing in India.

1995 - Kusalava Commissions its first overseas office in Houston, Texas USA, ISO 9002
certified.

1996- Sales figures crossed of 1 million USD. Kusalava becomes a limited company.

1997- 1997 - Started WOS in USA, ( Wholly Owned Subsidiary).

1998 - QS-9000 certified.

1999 - Started production of Ductile Iron castings. 2000 - ISO/TS 16949 certified.

2002 - Turn Over crosses 10 millions USD.

2003 - Introduced Six Sigma process. Awarded by ACMA for best Six Sigma project.

2004- Introduced lean manufacturing practices. Received the best supplied award from Eicher
Motors, for outstanding contribution to supply chain management. Awarded by
ACMA for best six sigma project in 2004 again.

2005- Entered into an agreement with the Market Leader Dalton Sleeves, USA for supplying
High Grade Ductile iron liner to the Drag Racing Market.

2006- Total PM Kick off on July 3rd 2006. Kusalava commissions new plant at pant agar,
Uttarakhand.

2007- Turnover crosses 20 million USD. Kusalava commissions new plant at Visakhapatnam,
Andhra Pradesh.

2009- Implemented SAP across four manufacturing locations.
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Products

Cylinder Liners.
Compressor Sleeves.
Al - Fin Rings.
Piston Ring Castings.
Pistons.

Products Range

Manufacturing Range Manufacturing Capabilities

 Cars and MUV's -cars
(Compact, Mid-Sized, Saloon, SI.no Parameter Dimension
Sedan) SUV'S & MUV's.

 Commercial Vehicles -
1 10 (Min-Max) 45to 300 mm

Light, Medium, Heavy,
2 OD (Min-Max) 48 to 310 mmTrucks & Pickup vans.

 Tractors 3 TL (Min-Max) 65 to 400 mm

 Other applications - 4 Thickness 1mm
Suitable for Compressor (Min)
Engines, Diesel Engines, 5 Material Greyiron,
Marine, Aeronautical & Ductile
Locomotives. &bainite

6 Weight(Min-
1 to 100
kgs

Max)

"Tiger Power" - Tough Parts had dovetailed their process to give peak performance
with best quality at affordable price - a tangible result. We are proud to say now "Tiger
Power" - Tough Parts is complete Global. Most of the vehicle manufacturer in the Indian
domestic market has tie up with International manufacturers like Mazda, Hino, Mercedes
Benz, Mitsubishi etc.
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Manufacturing Locations:

Unit I - Area 61000 m2, Adavinekkalam Village. Aagiripalli (Mandal), Krishna District,
AP, India-521212.
Unit II - Area 12000 m2, B-4, Industrial estate, Vijayawada. Krishna District, AP,
India - 520007.
Unit - III - Area 14000 m2, Plot No.10, Sector - 2, IIE Pantnagar, Rudrapur, Uttarakhand,
India - 263153.
Unit - IV- Area 30000 m2, Plot No. M-1, VSEZ, Duvvada, Visakhapatnam, AP,
India - 530046.

List of Domestic O.E.M Client:

Product wise market share comparison with competitor

Company Collaboration TP share
Ashok Leyland Ltd Hino-Japanand British 100.00%

Leyland
Telco Mercedes Benz 70.00%
Eicher Motors Mitsubishi 100.00%
Bajaj Tempo Ltd Daimler Benz 100.00%
Swaraj Mazda 100.00%
V.S.T.Tillers Tractors Ltd Mitsubishi 100.00%

And for the international market, Kusalava International Ltd has a start 5 years back and
supplying the products after quality validation for the below customers interestingly, Kusalava
has worked on tanderm with the above international collaborated Indian OEM’s to achieve their
strength quality requirement both in foundry and machining. The above OEM’s contribute 30%
of Kusalava International Ltd turn over. Technical offer from Kusalava have played a vital role in
establishing and understanding the international specification for the domestic OEM’s and had
good report for working hand in hand to meet the drawing print specifications. And for the
international market Kusalava International Ltd is supply in the products after quality validation
for the below customers.

Domestic After Market
Kusalava International Ltd has a good market share in domestic market with the “Tiger

Power” brand and is the biggest liner manufacturer in India. Kusalava had well established off
site warehouse and branch set ups across India for market and customer access.

Kusalava had started supplying its products to the aftermarket under
the brand name “Tiger Power” since 1982. It has a dominating presence in the aftermarket and
enjoys the confidence of major engine rebuilders/recorders, OEM’s and machines. Currently it
possesses a market share of 35% in India and 30% in USA. Even exports a major share of its
production to various countries across the globe viz., Italy, UK, France, New Zealand,
Bangladesh, Australia,
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Malaysia, Thailand, Mauritius and the Middle East. It had wide-spread, well established networks
in India, USA, Canada and Europe to serve its clients on 24×7 bases. Tiger power offers a wide
range of “The Tiger Parts” like cylinders/sleeves, Value Seat Inserts, Value Guides, Tappets,
Position Pins, Gaskets, Alvin Nickel Inserts, Cast Sleeves for aluminum blocks, Cast iron/Ductile
Iron Pipes, Inertia Rings.

Company Product
Kusalava manufacturers liners/sleeves in both cast iron and S.G.Iron, Centric cast value

seat insert and Alfin Piston insert. As a new development Kusalava has started manufacturing the
engineering items out of its own technology like 3mts, Pipes for ash disposal for the thermal
power plants, sugar crushers materials, and motor frames for the electrical motors.

Technology Upgradation
Kusalava has developed the basic technical requirement for the manufacturing of their

products and in line to develop the technical strength hires experts from Germany for upgrading
the foundry technology in line to the international practices.

Till Kusalava had taken 3 round of expert’s views to validate their process to find tune
their existing process for better productivity. Most significantly, Kusalava deputes their technical
managerial personal for the training in different institutes for better of their knowledge and
practices. Mr. Prasad R.K. Chukkapalli, Managing Director of Company has visited Japan under
AOTS programmed for 15 days technical training in quality systems during the 1st week of
October 2nd.

Network and Logistics in India
At present Kusalava has central at Vijayawada and have warehouses and trained personnel

across India for identification and follow up. Our own Fleet of trucks played role in logistics for
on time deliveries as per customer’s requirements. The central warehouses in India are

Vijayawada
Chennai
Cuttack
Nagpur
Rajkot
Ghaziabad

Technical Highlights

1. Have a track record of 45 years. Equipped with the latest technology (in houses) in the
industry to manufacture any variety of cylinder liners as per customer requirements meeting
international standards.

2. Highly automated with state of the art technology having the complete manufacturing
facilities in house.

3. Continuous R&D in house to have an edge over the competitions TS 16949 certified
company.
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4. Major supplier to domestic OEM’s like Tata Motors Ltd., Ashok Leyland Ltd., Eicher
Motors Ltd., Bajaj Tempo Ltd., Swaraz Mazda Ltd., VST Tiller Ltd., and International
OEM’s as Tier 2.

Technical Facilities :

Machine Division
Mazak CNC Turning & Machining Centres.
Nagel Double Expansion Honing Machines.
Gehring Honing Machines.
Centre Less Grinding Machines with Auto Gauging.
High Productivity SPM’s.
Automated Phosphating Plant.

Test equipment
Lk Co-Ordinate Measuring Machine.
Zeiss Roundness Tester.
Zeiss Contour Measuring Machine.
Taylor Hobson Surface Roughness Tester.
Dyna Scan Profile Projector.
Multi Gauge Inspection Equipment.
Eddy Current Crack Detector.

Total Man Power in Kusalava International Ltd.

Designation 2016-17
Managing director & directors 7
Vice presidents 2
Chief information officer 1
General managers 6
Engineers 27
Sales officers 40
Skilled workers 55
Semi skilled workers 120
Unskilled workers 1224
Administrative staff 220
Total 1702

R & D Department
The department develop the schedules according to the customer drawing and sent to

the production department it develops all parameters of the company, makes research plans
to decrease the cost of production and improve the productivity.
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Turnover
The turn over as per the 2017 reports depicts that it has crossed the 20 million US dollars mark.
The recent objective achieve a turnover of rupees 1200 crore and cost reduction by rupees 6
crore.
SWOT Analysis

Strengths
 Automated carousel machines at foundry for higher quality and productivity.
 Automation of machining process with CNC machines to produce.
 complex, shapes with close tolerance and higher productivity.
 Well equipped laboratory to check all incoming material, metal charges, in process and

finished components.
 In house tool room facility to meet die and tool requirements.
 Less oil consumption with enhanced engine life.
 A perfect cross hatch finished with plateau parameters is produced while controlling the

quality with plateau CNC honing machines.
 Expertise in developing wet type D & E microstructure on OD for crossing resistance and

type A & B microstructure on ID for lubrication and ware resistance properties.
 The developmental lead time for new products in 4-9 weeks.
 Price competitive at Kusalava means increasing production and reducing cost

simultaneously, with its four decades of experience.

Weakness
A very few drawbacks have been sorted cut and they are very micro

problems which can be kind of suggestions for the company. They are

 As the company is driven by a huge man power, availability of man power is large and the
laurels that can be spoken of a very few. So exposure to the outer world and communication
with the other reputed factory employees ( through internet, industrial visits, guest lecturers)
participate in many more certification and research which we certainly be another feather in
the company’s cap.

 Giving away details of recent development in their respective fields in form of broachers.
 Availability of a provision which would help them climbs the hierarchical ladder to boost up

their confidence and trust on the company regarding their future.
 Recreation clubs shall help them install tem spirit and relaxation too.
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Opportunities

A bright future waits ahead for this company as there is lot of opportunities
thronging in the company has many warehouses and respective all over the world (20
warehouses and 15 representatives in USA, one representative each from Germany,
France, Italy, and Spain, 47 warehouses in India).

 Expansion of the Kusalava Empire will be the next talk of the media if there be a good
management which would lead the way.

 Lot of opportunities await the employees too as there can be deputation provision to the
other ware houses in other parts of the world.

Threats

 Personnel management is a real challenge to take up as it certainly dealing with man power
and more the number the more is the problems.

 Kusalava industries is right now driven by man power and very less involvement of
automated machinery which can cause problems regarding their reputation but the installing
of the automated machinery like the auto carousel machine, automated phosphate plant, short
blasting machine, CNC and SPM machines solved the threats.
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THEORETICAL FRAMEWORK



HR POLICIES:

Introduction:
Human resource policies are continuing guidelines on the approach of which an organization
intends to adopt in managing its people. A good HR policy provides generalized guidance on the
approach adopted by the organization, and therefore its employees, concerning various aspects of
employment.

Meaning:
Human resource policies are the formal rules and guidelines that businesses put in place to hire,
train, assess, and reward the members of their workforce. Having policies written is important so
that it is clear to all what the policies are and that they are applied consistently and fairly across
the organization.

Purpose:
The establishment of policies can help an organization demonstrate, both internally and
externally, that it meets requirements for diversity, ethics and training as well as its commitments
in relation to regulation and corporate governance of its employees. For example, in order to
dismiss an employee in accordance with employment law requirements, amongst other
considerations, it will normally be necessary to meet provisions within employment contracts and
collective bargaining agreements. The establishment of an HR Policy which sets out obligations,
standards of behavior, and documents disciplinary procedures, is now the standard approach to
meeting these obligations. HR policies provide frameworks within which consistent decisions are
made and promote equity in the way in which people are treated.
HR policies can also be very effective at supporting and building the desired organizational
culture.For example, recruitment and retention policies might outline the way the organization
values a flexible workforce, compensation policies might support this by offering a 48/52 pay
option where employees can take an extra four weeks holidays per year and receive less pay
across the year.
In actuality, policies and procedures serve a number of purposes:

1. They provide clear communication between the organization and their employees
regarding their condition of employment.

2. They form a basis for treating all employees fairly and equally.
3. They are a set of guidelines for supervisors and managers.
4. They create a basis for developing the employee handbook.
5. They establish a basis for regularly reviewing possible changes affecting employees.
6. They form a context for supervisor training programs and employee orientation programs.

22

https://en.wikipedia.org/wiki/Regulation
https://en.wikipedia.org/wiki/Corporate_governance
https://en.wikipedia.org/wiki/Organizational_culture


Steps in Formulation of HR Policies:

1. Identify the Areas:
The areas where HR policies are needed are to be identified. Important areas of HR like
recruitment, selection, training, compensations must have specific policies clearly spelt out. If
need arises, additional policies may have to be formulated for dealing with newer HR issues.

2. Collecting Data:
After selecting the areas, relevant information should be collected for facilitating policy
formulation. The company’s records, past practices, industry practices and top management
policies should be studied. The organizational culture and employee aspirations should also be
taken into account while formulating policies.

3. Evaluating Alternatives:
Once data have been collected, various alternative policies can be designed. Each alternative has
to be evaluated in terms of their contribution towards the desired objectives. The policies should
be for the betterment of the existing HR system and formulated in congruence with other
organizational policies. The policies should be finalized after discussion with those people who
are directly affected by its implementation.

4. Communicating the Policy:
The policy details should be conveyed to all the workers throughout the organization. Policy
manual, in-house journals, notice boards, intranet, etc., can be used to create awareness among
employees at various levels. Special communication programs can be conducted to inform all the
concerned people about the new policy.

5. Evaluation of the Policy:
Policies should be evaluated regularly at periodic intervals to ascertain their effectiveness. The
actual policy results should be compared with predetermined standards to check if the policy was
successful in achieving its objectives. Policies may be reviewed at the organizational level, or
outside experts may be invited to review it.

Assessment of existing policies is especially important during crises like labor
strikes, lock outs, mass employee grievances, labor union unrest, etc. It is also necessary when
company plans to bring about large-scale changes like expansion, diversification, adoption of
new technology, etc.

HR policies should be designed to promote common interest, create safe and healthy working
conditions, give proper recognition for work and accomplishment, recognize impact of change on
people, encourage employees participation and recognize the functions and responsibilities of the
trade unions.
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Types:

`1. Originated policy:

The actual nature of working in relation to the originated policy is handled and established by the
senior manager so that the senior manager can understand all the necessary requirements of the
employees. Moreover, these senior managers provide these guidelines to their subordinates to
improve and develop their professional career. Therefore, it is necessary to understand the
originated policies for the empowerment of the employees of the company.

2.Implicit policy:

With the help of these policies, the managers can express their intention in favor of the company.
First of all, the actual importance of these implicit policies are implied because of the nature and
behavior of the managers. And that is why these implicit policies are also called and recognized
by the name of implied policies of the company. It is quite clear that these implicit policies are
recognized by the managers of the company. Therefore, it is necessary to understand that these
policies are made in favor of the manager’s requirement.

3. Imposed policies:

The nature of working in the company doesn’t include only the management of the company.
Moreover, as a matter of fact, the organizational structure of the company even depends upon the
governmental agencies of the company. The human resource policies and procedures of the
company will also provide with the provision that, part of the policy of the company can be
governed and favored by the governmental agencies or trade unions. It is one of the policies
which is made for the development of the staff and workers value in the company.

4. Appealed policy:

It is not an actual policy, as its name suggests it is such kind of policies which are requested by
the managers of the company, so the management of the human resource policy will consider
looking into a certain situation which is not included in all the above-mentioned policies. The
appealed policies can be generated by the managers and employees of the company, but the final
decision of that appeal, whether it is accepted or rejected can be decided by the human resource
management of the company.

5. General policy:

It is one of the policies which is based on the description of its working. The human resource
policy based on their description established some of the general policies. These general policies
are completely different from the rest of the policies generated from the human resource
management of the company. As these general policies don’t belong to any particular issues of
the company, and that is why it is named as the general policy of the company.
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6. Specific policy:

As its name suggests, the specific policies are those types of policies in an organization which is
related to specific issues of the company such as staffing, recruitment and salary-related issues.
Therefore, these specific policies are designed to undertake those specific issues of the company.

Benefits of HR policies:

1.Recruitment and Employment

Advertising for and hiring employees is a core HR function. Human resources policies that
include what goes into the recruitment and selection process inform employees of the company’s
expectations and procedures. This is particularly useful if an employee wants to refer a job
applicant to your company.
2.Rehires and Promotions

Human resources policies explain the company’s stance on rehires and promotions. This includes
the grounds for rehiring a terminated worker and the process for moving up in the company.
Typically, employees who leave the company in good standing are eligible for rehire, and
employees who have performed satisfactorily or above expectations receive promotions. These
policies include what employees need to do to be considered in these instances.
3.Compensation and Evaluations

Human resources staffers use a combination of job analysis techniques and market surveys to
determine the amount to compensate an employee while remaining competitive within the
workforce. Further, the department establishes policies that address the evaluation and
management of employee performance. While the policies do not state the amount employees
receive, they do state that employees are compensated according to their skills, efforts and scope
of responsibilities. This informs employees of the basis for compensation.
4.Training and Development

HR policies include provisions for training and professional development so employees know the
resources that are available to them. These policies also help reassure new employees, as well as
those who have been given added responsibilities, that assistance is available.
5.Employee Issues

HR policies inform employees about how to handle problems at work. Whether the issue
involves coworkers, management or the work itself, employees want to know that they have
someone they can share their concerns with in private. The policy outlines the chain of command
in handling problems, such as the employee approaching her supervisor or manager first, or
going directly to HR.
6.Company Rules

HR policy manuals outline internal policies and the company’s code of ethics. This includes
items such as dress code, professionalism, vacation time, personal and sick time, holidays,
workplace safety, discrimination, and how to interact with co-workers and customers. Ethics is
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particularly important because it tends to vary from person to person. By outlining what
constitutes good behavior in your company, employees know what’s expected of them.
7.Labor Law Application

Labor laws are vast and complex. Human resources policies include posting a breakdown of laws
so employees understand how the laws apply to them. Policies dealing with minimum wage,
overtime, record-keeping, employee benefits and breaks clarify what employees are entitled to
and how to do their part to ensure timely paychecks, such as submitting time cards to the payroll
department on time.
HR policies state the grounds for which an employee can be terminated. Explaining grounds for
termination helps protect the company if from retribution if an employee was fired for violating
policies clearly stated in the company manual.

Components of HR policies

i. Employment Policies – These are the policies that guide hiring practices, orientation of new
employees, compliance with employment laws and confidentiality.

ii. Employment status and records – These are the policies that define such issues as
employment classifications access to personnel files and guidance on how background checks
and performance reviews are to be performed.

iii. Employee benefits – These are policies that explain employee benefits such as insurance,
vacations, holidays, leave and employee reimbursements.

iv. Payroll – These are policies that are related to salary and wage administration including
deductions, pay advances and time keeping.

v. Workplace guidelines – These policies are quite varied and their purpose range from defining
certain work arrangements such as flex time and telecommuting to offering guidelines on the use
of company assets and record retention.

vi. Employee conduct – These policies are guidelines that control employer behaviour and
conduct on the job. The mainstay of this section is a code of conduct but also important are
policies regarding substance abuse, smoking, harassment and workplace violence.

vii. E-policies – These policies guide staff in the use of the organization’s information
technology. Policies defining acceptable and prohibited activities and use of e-mail and the
Internet make up a majority of these policies.
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Importance of HR policies
1. Delegation:
The HR Policies help managers operating at different levels to act with confidence without the
need for consulting superiors every time.
2. Speedy Decisions:
Policies can accelerate decision-making by providing a blanket framework within which
personnel decisions can be made. They condense past experience.
3. Coordinating Devices:
HR policies help in achieving coordination. In case organisational members are guided by the
same policies, they can forecast more accurately the actions and decisions. They ensure a steady
course of action and prevent unwarranted deviations from planned operations.
4. Better Control:
As HR policies specify the relationship that is shared between the organisation, management and
its employees besides they allow members to work towards achievement of the objectives of the
organisation without friction/conflict, paving the way for better control.
5. Standards of Efficiency:
Policies serve as standards in the execution of work. They enable the management to view if they
have been translated into action by various organisation or not. On the basis of the light of actual
performance, existing policies may be subjected to amendment/refinement.
6. Uniformity:
The HR Policies increase the chances of different people at different levels of the organisation
making similar choices, when independently facing similar situations. They make the actions of
organisational members more consistent.
7. Confidence:
Policies create confidence in employees while confronting routine and recurring problems as they
make them aware where they stand in an organisation. They reduce chances of misinterpretation,
misrepresentation and consequent friction.

Principles of HR policies
1. Common Interest:
The principle of common interest must be given due recognition in designing HR policies.
Factors like economic success of the enterprises, the interest of the employer and the employees
should all be taken into account. It should benefit all the concerned parties’ employees, employer
and the government.
Employees must have a chance for a better standard of living, better security and opportunity for
living a fuller and better life. In return, the employer must be able to get the maximum possible
regain. A successful business enterprise contributes substantially to the national exchequer and
creates propriety all around.
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2. Development:
The organization must provide ample opportunities for the growth of employee’s personality.
People want to improve their status, to earn more, and to shoulder higher responsibility. HR
Policies should lay down rules for the opportunities for development to those who are willing to
contribute something to the prosperity of the organization and to sacrifice their time and efforts
for undergoing training to improve themselves on the job.
3. Recognition of Work and Accomplishment:
There must be a direct relationship between work and accomplishment. A job should provide for
sufficient wages and benefits that will enable an employee to lead a comfortable life. The HR
policies should take into consideration the employee’s expectations such as reasonable security
on the job against accidents, sickness and old age.
4. Recognition of Trade Unions:
As the trade unions play an important role in the development of industrial relations, therefore,
the management must recognize them. The HR policies should incorporate the clause for
amicable settlement of disputes with the trade unions through negotiations and collective
bargaining.
5. Participation in Management:
Employees’ representatives should be given participation in decision-making bodies of the
organization so that they may realize their responsibilities towards the management and workers.
The success of any programme or policy depends considerably upon its wilful acceptance by the
employees.
If the decisions regarding HR affairs are taken in the presence of workers’ representatives, there
shall be better employees’ satisfaction and morale. It will also minimise resistance to change.
6. Facing the Changes:
Employees always resist changes that may seem inconvenient or unpleasant to them. Changes
may relate to loss of income, loss of status, transfers, reassignment or retraining activities and
broken friendships. Therefore, the employees should be prepared by the management well in
advance to face the change as and when warranted.
This may be done through bulletin boards, company magazines and newspapers, committee
meetings, union-management meetings, broadcasting system and so forth. In this regard
management’s viewpoints should be reflected in HR policies.
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1. Since how many years have you been working with this organization ?

Table 1:

Sno Options No of Percentage of
respondents respondents

1. 0-1 year 20 20
2. 1-5 years 45 44
3. 5-10 years 29 28
4. Above 10 years 10 10

Total 104 100

Interpretation:

From the above graph 44% of the respondents are working from last 5years, 20% of
the respondents are working since last 10 years.
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2. Does the company provide induction for new employees?

Table 2:

Sno Options No of respondents Percentage of
respondents

1. Yes 104 104
2. No 0 0

Total 104 104

Interpretation :

From the above graph it is interpreted that 100% of the respondents said
that that company provides induction for new employees.
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3. How does the company recognize the need for training?

Table 3:

Sno Options No of Percentage of
respondents respondents

1 Through questionnaire 27 26
2. Performance training 33 32
3. Reference from 21 20

supervisor
4. Defective quality 23 22

product
total 104 100

Interpretation :

From the above graph it is interpreted that 32% of the respondents said that
company recognize the need for training through their performance, 20% of the
respondents said that company recognize the need for training through defective
product.
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4. What type of training programmes is given in your organization ?

Table 4:

Sno Options No of respondents Percentage of
respondents

1. On the job 60 57
2. Off the job 44 43

Total 104 100

Interpretation:

From the above graph 60% of the respondents said that on the job training is given in
their organization, 44% of the respondents said that off the job training is given in
their organization.
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5. Does the company conduct any recreational programmes in the organization ?

Table 5:

Sno Options No of Percentage of
respondents respondents

1. Picnics 0 0
2. Tours 0 0
3. Family 0 0

outings
4. None 104 100

Total 104 100

Interpretation:

From the above graph 100% of the respondents said that the company do
not conduct any recreational programmes.
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6. Does the company has any medical facility ?

Table 6:

Sno Options No of respondents Percentage of
respondents

1. On duty doctor 33 32
2. Ambulance for 0 0

emergence
3. First aid kit 71 68
4 None 0 0

Total 104 100

Interpretation:

From the above graph 68% of the respondents said that the company has first aid
kit facility and 32% said that the company have on duty doctors.
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7. Does the company adopt any job safety measures ?

Table7:

Sno Options No of Percentage of
respondents respondents

1. Fire safety 36 35
2. Electric safety 29 28
3. Radiaton safety 0 0
4. Any harm while 39 37

handling the machinery
Total 104 100

Interpretation:

From the above graph 37% of the respondents said that the company adopt any harm
while handling the machinery, 28% Said that the company adopt electric safety.
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8. Does the company provide uniform for its employees ?

Table 8:

Sno Options No of respondents Percentage of
respondents

1. Yes 104 100
2. No 0 0

Total 104 100

Interpretation:

From the above graph 104% of the respondents said that the company does not provide
uniform for it’s employees.
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9. Since how many years have you been working with this organization ?

Table 9:

Sno Options No of Percentage of
respondents respondents

1. 0-1 year 20 20
2. 1-5 years 45 44
3. 5-10 years 29 28
4. Above 10 years 10 10

Total 104 100

Interpretation:

From the above graph 44% of the respondents are working from last 5years, 20% of
the respondents are working since last 10 years.
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10. Which of the following methods you face in the selection process ?

Table 10:

Sno Options No of respondents Percentage of
respondents

1. Aptitude test 0 0
2. Personal interview 58 56
3. Written test 0 0
4. All the above 46 44

Total 104 100

Interpretation:

From the above graph 56% of the respondents said that they faced personal interview,
44% of the respondents said that they faced all the tests.
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11. How do you rate the selection policy of the organisation?

Table 11:

Sno Options No of respondents Percentage of
respondents

1. Excellent 37 36
2. Good 34 33
3. Average 33 31
4. Poor 0 0

Total 104 100

Interpretation:

From the above graph 36% of the respondents given excellent rate to the selection
policy of the organization, 31% of the y given the rate is average.
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12. Does training programme allow you to share your experience with the group ?

Table 12:

Sno Options No of respondents Percentage of
respondents

1. Yes 25 24
2. no 0 0
3. To some extent 79 76

Total 104 100

Interpretation:

From the above graph 76% of the respondents said that training program allow them to
share their experience with the group, 24% of the respondents said that the training
program does not allow them to share their experience with the group.
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13. Does training helps to improve employee relationship?

Table 13:

Sno Options No of respondents Percentage of
respondents

1. Yes 79 76
2. No 25 24

Total 104 100

Interpretation:

From the above graph 76%, of the respondents felt that training helps to improve
employer relationship, 24% of the respondents felt that training doesn’t helps to improve the
employer relationship.
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14. Does the performance appraisal help the people to do a better job?

Table 14:

Sno Options No of respondents Percentage of
respondents

1. Strongly agree 29 28
2. Agree 44 41
3. Neither agree or 23 23

disagree
4. Disagree 8 8
5. Strongly disagree 0 0

Total 104 100

Interpretation:

From the above graph 41% of the respondents agree that performance appraisal help
the people to do a better job, 8% of the respondents disagree that doesn’t help the people to
do a better job.

42



15. How often performance appraisal conducted in your organization ?

Table 15:

Sno Options No of respondents Percentage of
respondents

1. Monthly 0 0
2. Quarterly 104 100
3. Half yearly 0 0
4. Yearly 0 0

Total 104 100

Interpretation :

From the above graph 100% of the respondents said that the performance appraisal is
conducted thrice in a year in their organization.
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16. Does the company has will establish canteen ?

Table 16:

Sno Options No of respondents Percentage of
respondents

1. Yes 0 0
2. No 104 100

Total 104 100

Interpretation:

From the above graph ,100% of the respondents said that the company does not
establish a canteen.
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CHAPETER-VI
FINDINGS, SUGGESTIONS

&
CONCLUSIONS



Findings:

 58% of the respondents said that they have faced the personal interview in the selection
process.

 83% of the respondents said that training and development programs conduct by
organization is regular and useful.

 100% of the respondents said that performance appraisal conducts thrice in a year and also
they agree that based on the performance appraisal they will get increments and promotions.

 20% of the respondents are new to the organization. It means the attrition rate is high. 60%
of the respondents said that on the job training is given in their organization.

 100% of the respondents said that the company do not conduct any recreational programmes
in the organization.

 36% of the respondents given excellent rating to the selection policy of the organization.
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Suggestions:

 The working hours shouldn’t exceed more than 8hours. So that the employees may feel
stress to work more than 8 hours.

 A flexible reward system should be adopted by organization to improve employee
motivation.

 Training should be mandatory for all the levels of employee.
 The organization should focus on mentor system intend to help employees in their career

progression.
 The feedback from the employees should be taken after every training programme and

utilize to redesign the programme.
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Conclusion:

Human resource management focusing on matching the needs of the organization with the
needs and development of employees. It depends on employees because their skills contribute to
achieving it’s organization objectives. Every employee has a valuable role to play. The emphasis
is on helping individuals to work together. Personal development plans enable every individual to
grow both professionally and personally within the organization. They also help to create a
distinct and important completive advantage through selecting and developing highly motivated
and skilled staff who are able to perform at high levels.

The study shows that managers provide goal oriented work environment to individuals with
these desirable personality characteristics, they should reap the benefits of enhanced performance
and commitment. Challenging goals may communicate high levels of confidence for the
employees and they increase self efficiency and satisfaction.
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QUESTIONARIES ON HR POLICIES

Name : Qualification :
Gender : Designation :
Age : Experience :

1) Since how many years have you been working with this organization?
A. 0-1 years B. 1-5 years
C. 5-10 years D. Above 10 years

2) Does the company provide induction for new employees?
A. Yes B. No

3) How does the company recognize the need for training?
A. Through questionaries B. performance monitoring
C. Reference from supervisior D. defective quality product

4) How many training programmes will you attend in a year?
A. 0-1 B. 1-5 C. 5-10 D. Above 10 years

5) What type of training programmes is given in your organization?
A. On the job B. offthe job

6) Does the company conduct any recreational activites?
A. Picnics B. Tours
C. family outings D. None

7) Does the company has any medical facility?
A. On duty doctors B. Ambulance for emergency
B. First aid kit D. None

8) Does the company adopt any job safety measures?
A. Fire safety B. Electric safety

C. Radition safety
D. Any harm while handling
the Machinery

E. None

9) Does the company provide uniform for its employees?
A. Yes B. No
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10) Which of the following methods you face in the selection process?

A. Aptitude test B. personal interview
C. Written test D.All the above

11) How do you rate the selection policy of the organization?
A. Excellent B. Good
C. Average D. Poor

12)
Does the training programme allow you to share your experience with the
group?

A. Yes B. No C. To some extent

13) Does training helps to improve employee relationship?
A. Yes B. No

14) Does the performance appraisal help the people to do a better job?
A. Strongly agree B. Agree
C. Neither agree or disagree D. Disagree
E. Strongly disagree

15) How often performance appraisal conducted in your organization?
A. Monthly B. Quarterly
B. Half yearly D. Yearly

16) Does the company has well establish canteen?
A. Yes B. No
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CHAPTER –I 

INTRODUCTION 
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FUNDS FLOW STATEMENT ANALYSIS 
 

 
1.1  FINANCIAL MANAGEMENT 

 
Financial management is concerned with investment and financial decision in relation 

to objectives of the company because these decisions take care of return on investments and 

watches the interest of shareholders. Nature of financial management can be judged by the study 

of nature of investment decisions as well as nature of finance decisions a corporate unit has got 

to make for running a business. 

According to Howard and upon financial management involves the application of 

general management principal to a particular financial operation. 

N .G .Wright says financial management is intimately it self – woven into the fabric of 

the management itself. Its central role is concerned with the way in which the resources of the 

business are employed and how the business is financed .he divides financial management into 3 

main areas 

1. Decisions on the capital structure. 

2. Allocation of available funds to specific uses. 

3. Analysis and appraisal of problems. 
 
 

Financial management may be defined as that part of management which is concerned mainly 

with raising funds in the most economic and suitable manner, using these funds as profitably as 

possible planning future operations and controlling current performance and future developments 

through financial accounting, cost accounting , budget statistic and other means. 

If guides investments where opportunity is the firms operations and projects and is continually 

concerned with achieving and adequate rate of selection on investment as this is necessary for 

survival and attracting of new capital. 

Financial management includes planning of finance, cash budgets and sources of finance 

Ezra Selman and John Piglet insists that financial management must attended to investment 

decisions because it is these decisions, which affect, in a large measure the future of a firm. 
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Hunt William and Donald Son have called financial management as resources management 

become in a large organisation, the finance manager is the member of the planning organisation 

performing and controlling the financial affairs of the enterprise. 

IMPORTANCE OF THE FINANCIAL MANAGEMENT 
 

The financial management is of great importance in the present day corporate world. It is 

science of money, which permits the authorities to go further. 
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1.2  Need for the study 
 

Fund flow analysis is a key for interpretation of financial statement. It helps to and analyzes the 

financial position of the organization, whose ultimate aim is increase or decrease of the Assets 

and Liabilities in organization. And shows the relationship among various aspects in such a way 

that it allows drawing conclusion about the performance, strength and weakness of the 

organization. Finally analyze how to utilize the funds of organisation. 
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1.3  Objective of the study: 
 

⮚  To know the operational efficiency of LIC employees cooperative bank. 

⮚  To analyse the sources and applications of funds between the dates of two balance sheets 

in the period of study. 

⮚  To know how effectively the bank utilizes its resources. 

⮚  To identify the changes in the working capital position for last five years. 

⮚  To suggest various measures for better financial position of LIC employees cooperative 

bank. 
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1.4  Scope of the study: 
 

The scope of study is confined only five year i.e. from 2014-2019. The study took in to 

account the data pertaining to the entire organization. The ‘Funds Flow Statement’ shows the 

movement of Funds and it is a report of the financial operations of the business undertaking. It 

indicates various means by which funds were obtained during a particular period and ways in. 

Which these funds were employed. It cannot reveal continuous changes. Changes in cash are 

more relevant for financial management than the working capital. 
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1.5  Research and methodology: 

The study has been conducted in the L.I.C Employees co-operative bank ltd. To examine 

Funds flow analysis in order to change in working capital and shows difference between Sources 

and Applications. The study has been undertaken in the accounting and finance departments of 

the L.I.C Employees co-operative bank ltd. 

Primary data 
 

The primary data is collected by discussions with the CEO, Employees and other members of 

the L.I.C Employees co-operative bank ltd. 

Secondary data 
 

The secondary data from L.I.C Employees co-operative bank ltd for the year i.e. 2014-2019 

used in this study. These have been taken from secondary sources like audit reports, balance 

sheets editing, and the financial data which are collected from the above mentioned sources have 

been presented as per requirement of the study. 
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1.6 Limitations of the study: 
 

⮚  The study is only pertaining to L.I.C Employees co-operative bank ltd. 

⮚  The period of study is 5 years and the performance evaluation is also limited to 5 years. 

⮚  Analysis is only means and not an end itself; different people interpret the analysis in 

different ways. 



 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

CHAPTER II 

INDUSTRY PROFILE 
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INDUSTRY PROFILE 

A bank is a financial institution that accepts deposits from the public and creates credit. Lending 

activities can be performed either directly or indirectly through capital markets. Due to their 

importance in the financial stability of a country, banks are highly regulated in many countries. 

Most nations have institutionalized in which a system known as fractional reserve banking under 

which banks hold liquid assets equal to only a portion of their current liabilities. In addition to 

other regulations intended to ensure liquidity, banks are generally subjected to minimum capital 

requirements based on an international set of capital standards, known as the Basel Accords. 

Banking in its modern sense evolved in the 14th century in the prosperous cities of Renaissance 

Italy but in many ways was a continuation of ideas and concepts of credit and lending that had 

their roots in the ancient world. In the history of banking, a number of banking dynasties – notably, 

the Medicis, the Fuggers, the Welsers, the Berenbergs, and the Rothschilds – have played a central 

role over many centuries. The oldest existing retail bank is Banca Monte dei Paschi di Siena, while 

the oldest existing merchant bank is Berenberg Bank. 

History: 

Among many other things, the Code of Hammurabi from 1754 BC recorded interest-bearing loans. 
 

The concept of banking may have begun in ancient Babylonia and Old sangvi, with merchants 

offering loans of grain as collateral within a barter system. Lenders in ancient Greece and during 

the Roman Empire added two important innovations: they accepted deposits and changed money. 

Archaeology from this period in ancient China and India also shows evidence of money lending. 

More modern banking can be traced to medieval and early Renaissance Italy, to the rich cities in 

the centre and north like Florence, Lucca, Siena, Venice and Genoa. The Bardi and Peruzzi 

families dominated banking in 14th-century Florence, establishing branches in many other parts 

of Europe. One of the most famous Italian banks was the Medici Bank, set up by Giovanni di Bicci 

de' Medici in 1397. The earliest known state deposit bank, Banco di San Giorgio (Bank of St. 

George), was founded in 1407 at Genoa, Italy. 

Modern banking practices, including fractional reserve banking and the issue of banknotes, 

emerged in the 17th and 18th centuries. Merchants started to store their gold with the goldsmiths 

of London, who possessed private Vaults, and charged a fee for that service. In exchange for each 

deposit of precious metal, the goldsmiths issued receipts certifying the quantity and purity of the 
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metal they held as a bailee; these receipts could not be assigned, only the original depositor could 

collect the stored goods. 

 

 
Gradually the goldsmiths began to lend the money out on behalf of the depositor, which led to the 

development of modern banking practices; promissory notes (which evolved into banknotes) were 

issued for money deposited as a loan to the goldsmith. The goldsmith paid interest on these 

deposits. Since the promissory notes were payable on demand, and the advances (loans) to the 

goldsmith's customers were repayable over a longer time period as this was an early form of 

fractional reserve banking. The promissory notes developed into an assignable instrument which 

could circulate as a safe and convenient form of money backed by the goldsmith's promise to pay, 

allowing goldsmiths to advance loans with little risk of default. Thus, the goldsmiths of London 

became the forerunners of banking by creating new money based on credit. 

The Bank of England was the first to begin the permanent issue of banknotes, in 1695.The Royal 

Bank of Scotland established the first overdraft facility in 1728. By the beginning of the 19th 

century, a bankers' clearing house was established in London to allow multiple banks to clear 

transactions. The Rothschilds pioneered international finance on a large scale, financing the 

purchase of the Suez Canal for the British government. 

Definition: 

The definition of a bank varies from country to country. 
 

Under English common law, a banker is defined as a person who carries on the business of banking 

by conducting current accounts for his customers, paying cheques drawn on him/her and also 

collecting cheques for his/her customers. 

In most common law jurisdictions there is a Bills of Exchange Act that codifies the law in relation 

to negotiable instruments, including cheques, and this Act contains a statutory definition of the 

term banker: banker includes a body of persons, whether incorporated or not, who carry on the 

business of banking' (Section 2, Interpretation). Although this definition seems circular, it is 

actually functional, because it ensures that the legal basis for bank transactions such as cheques 

does not depend on how the bank is structured or regulated. 

The business of banking is in many English common law countries not defined by statute but by 

common law, the definition above. In other English common law jurisdictions, there are statutory 
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definitions of the business of banking or banking business. When looking at these definitions it is 

important to keep in mind that they are defining the business of banking for the purposes of the 

legislation, and not necessarily in general. In particular, most of the definitions are from legislation 

that has the purpose of regulating and supervising banks rather than regulating the actual business 

of banking. However, in many cases the statutory definition closely mirrors the common law one. 

Examples of statutory definitions: 

"Banking business" means the business of receiving money on current or deposit account, paying 

and collecting cheques drawn by or paid in by customers the making of advances 

 

 
● To customers, and includes such other business as the Authority may prescribe for the 

purposes of this Act; (Banking Act (Singapore), Section 2, Interpretation). 

● "banking business" means the business of either or both of the following: 
 

1. Receiving from the general public money on current, deposit, savings or other similar account 

repayable on demand or within less than [3 months] ... or with a period of call or notice of less 

than that period; 

2. Paying or collecting cheques drawn by or paid in by customers. 
 

Since the advent of EFTPOS (Electronic Funds Transfer at Point of Sale), direct credit, direct debit 

and internet banking, the cheque has lost its primacy in most banking systems as a payment 

instrument. This has led legal theorists to suggest that the cheque-based definition should be 

broadened to include financial institutions that conduct current accounts for customers and enable 

customers to pay and to be paid by third parties, even if they do not pay and collect cheques. 

 
 

Banking: 

Banks act as payment agents by conducting checking or current accounts for customers, paying 

cheques drawn by customers in the bank, and collecting cheques deposited to customers' current 

accounts. Banks also enable customer payments via other payment methods such as Automated 
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Clearing House (ACH), Wire transfers or telegraphic transfer, EFTPOS, and automated teller 

machines (ATMs). 

Banks borrow money by accepting funds deposited on current accounts, by accepting term 

deposits, and by issuing debt securities such as banknotes and bonds. Banks lend money by making 

advances to customers on current accounts, by making installment loans, and by investing in 

marketable debt securities and other forms of money lending. 

Banks provide different payment services, and a bank account is considered indispensable by 

most businesses and individuals. Non-banks that provide payment services such as remittance 

companies are normally not considered as an adequate substitute for a bank account. 

Channels: 

Banks offer many different channels to access their banking and other services: 

 
⮚  Automated teller machine banking adjacent to or remote from the bank 

⮚  Bank by mail: Most banks accept cheque deposits via mail and use mail to communicate 

to their customers 

⮚  Online banking over the Internet to perform multiple types of transactions 

⮚  Mobile banking is using one's mobile phone to conduct banking transactions 

Telephone banking allows customers to conduct transact 

 
 

⮚  Telephone banking allows customers to conduct transactions over the telephone with an 

automated attendant, or when requested, with a telephone operator 

⮚  Video banking performs banking transactions or professional banking consultations via a 

remote video and audio connection. Video banking can be performed via purpose built 

banking transaction machines (similar to an Automated teller machine) or via a video 

conference enabled bank branch clarification 

⮚  Relationship manager, mostly for private banking or business banking, who visits 

customers at their homes or businesses 

⮚  Direct Selling Agent, who works for the bank based on a contract, whose main job is to 

increase the customer base for the bank. 
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Business models: 

A bank can generate revenue in a variety of different ways including interest, transaction fees and 

financial advice. Traditionally, the most significant method is via charging interest on the capital 

it lends out to customers. The bank profits from the difference between the level of interest it pays 

for deposits and other sources of funds, and the level of interest it charges in its lending activities. 

This difference is referred to as the spread between the cost of funds and the loan interest rate. 

Historically, profitability from lending activities has been cyclical and dependent on the needs and 

strengths of loan customers and the stage of the economic cycle. Fees and financial advice 

constitute a more stable revenue stream and banks have therefore placed more emphasis on these 

revenue lines to smooth their financial performance. 

In the past 20 years, American banks have taken many measures to ensure that they remain 

profitable while responding to increasingly changing market conditions. 

First, this includes the Gramm–Leach–Bliley Act, which allows banks again to merge with 

investment and insurance houses. Merging banking, investment, and insurance functions allows 

traditional banks to respond to increasing consumer demands for "one-stop shopping" by enabling 

cross-selling of products (which, the banks hope, will also increase profitability). 

Second, they have expanded the use of risk-based pricing from business lending to consumer 

lending, which means charging higher interest rates to those customers that are considered to be a 

higher credit risk and thus increased chance of default on loans. This helps to offset the losses from 

bad loans, lowers the price of loans to those who have better credit histories, and offers credit 

products to high risk customers who would otherwise be denied credit. 

Third, they have sought to increase the methods of payment processing available to the general 

public and business clients. These products include debit cards, prepaid cards, smart cards, and 

credit cards. They make it easier for consumers to conveniently make transactions and smooth 

their consumption over time (in some countries with underdeveloped financial systems, it is still 

common to deal strictly in cash, including carrying suitcases filled with cash to purchase a home). 

However, with the convenience of easy credit, there is also increased risk that consumers will 

mismanage their financial resources and accumulate excessive debt. Banks make money from card 

products through interest charges and fees charged to cardholders, and transaction fees to retailers 

who accept the bank's credit and/or debit cards for payments. 
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Recently, as banks have been faced with pressure from fintechs, new and additional business 

models have been suggested such as freemium, monetization of data, white-labeling of banking 

and payment applications, or cross-selling of complementary products. 

Retail: 
 

⮚  Savings account 

⮚  Recurring deposit account 

⮚  Fixed deposit account 

⮚  Money market account 

⮚  Certificate of deposit (CD) 

⮚  Individual retirement account (IRA) 

⮚  Credit card 

⮚  Debit card 

⮚  Mortgage 

⮚  Mutual fund 

⮚  Personal loan 

⮚  Time deposits 

⮚  ATM card 

⮚  Current accounts 

⮚  Cheque books 

⮚  Automated Teller Machine (ATM) 

 
Business (or commercial/investment) banking: 

 
⮚  Business loan 

⮚  Capital raising (equity / debt / hybrids) 

⮚  Revolving credit 

⮚  Risk management (foreign exchange (FX)), interest rates, commodities, derivatives 

⮚  Term loan 

⮚  Cash management services (lock box, remote deposit capture, merchant processing) 
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⮚  Credit services 
 

Capital and risk: 
 

Banks face a number of risks in order to conduct their business, and how well these risks are 

managed and understood is a key driver behind profitability, and how much capital a bank is 

required to hold. Bank capital consists principally of equity, retained earnings and subordinated 

debt. 

Some of the main risks faced by banks include: 
 

Credit risk: risk of loss arising from a borrower who does not make payments as promised. 
 

Liquidity risk: risk that a given security or asset cannot be traded quickly enough in the market 

to prevent a loss (or make the required profit). 

Market risk: risk that the value of a portfolio, either an investment portfolio or a trading portfolio, 

will decrease due to the change in value of the market risk factors. 

Operational risk: risk arising from execution of a company's business functions. 
 

Reputational risk: a type of risk related to the trustworthiness of business. 
 

Macroeconomic risk: risks related to the aggregate economy the bank is operating in. 
 

The capital requirement is a bank regulation, which sets a framework within which a bank or 

depository institution must manage its balance sheet. The categorization of assets and capital is 

highly standardized so that it can be risk weighted 

 
 

Types of banking: 
 

Banks' activities can be divided into: 

⮚  retail banking, dealing directly with individuals and small businesses; 

⮚  business banking, providing services to mid-market business; 

⮚  corporate banking, directed at large business entities; 

⮚  private banking, providing wealth management services to high-net-worth individuals and 

families; 
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⮚  Investment banking, relating to activities on the financial markets. 

⮚  Most banks are profit-making, private enterprises. However, some are owned by 

government, or are non-profit organizations. 

Various banks are as follows: 
 

Commercial banks: The term used for a normal bank to distinguish it from an investment bank. 

After the Great Depression, the U.S. Congress required that banks only engage in banking 

activities, whereas investment banks were limited to capital market activities. Since the two no 

longer have to be under separate ownership, some use the term "commercial bank" to refer to a 

bank or a division of a bank that mostly deals with deposits and loans from corporations or large 

businesses. 

Community banks: Locally operated financial institutions that empower employees to make local 

decisions to serve their customers and the partners. 

Community development banks: Regulated banks that provide financial services and credit to 

under-served markets or populations. 

Land development banks: The special banks providing long-term loans are called land 

development banks (LDB). The history of LDB is quite old. The first LDB was started at Jhang in 

Punjab in 1920. The main objective of the LDBs is to promote the development of land, agriculture 

and increase the agricultural production. The LDBs provide long-term finance to members directly 

through their branches. 

Credit unions or co-operative banks: Not-for-profit cooperatives owned by the depositors and 

often offering rates more favourable than for-profit banks. Typically, membership is restricted to 

employees of a particular company, residents of a defined area, members of a certain union or 

religious organizations, and their immediate families. 

Postal savings banks: Savings banks associated with national postal systems. 

 
Private Banks: Banks that manage the assets of high-net-worth individuals. Historically a 

minimum of US$1 million was required to open an account, however, over the last years many 

private banks have lowered their entry hurdles to US$350,000 for private investors. 

Offshore banks: Banks located in jurisdictions with low taxation and regulation. Many offshore 

banks are essentially private banks. 
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Savings bank: In Europe, savings banks took their roots in the 19th or sometimes even in the 18th 

century. Their original objective was to provide easily accessible savings products to all strata of 

the population. In some countries, savings banks were created on public initiative; in others, 

socially committed individuals created foundations to put in place the necessary infrastructure. 

Nowadays, European savings banks have kept their focus on retail banking: Payments, savings 

products, credits and insurances for individuals or small and medium-sized enterprises. Apart from 

this retail focus, they also differ from commercial banks by their broadly decentralized distribution 

network, providing local and regional outreach – and by their socially responsible approach to 

business and society. 

Building societies and Landes banks: Institutions that conduct retail banking. 
 

Ethical banks: Banks that prioritize the transparency of all operations and make only what they 

consider to be socially responsible investments. 

A direct or internet-only bank is a banking operation without any physical bank branches. 

Transactions are usually accomplished using ATMs and electronic transfers and direct deposits 

through an online interface. 

History of Banking in India in Brief (Before & After Independence): 
 

Today, our banking system is mainly divided into commercial banks (Both Public and Private 

Banks), Regional Rural Banks, Cooperative Banks etc. The important phase in the history of Indian 

banking was nationalization of banks that makes way for the Indian Economy to enter in the top 

10 economies of the world. 

 
 

Phases of Indian Banking System: 
 

The advancement in the Indian banking system is classified into 3 distinct phases: 
 

1. The Pre-Independence Phase i.e. before 1947 
 

2. Second Phase from 1947 to 1991 
 

3. Third Phase 1991 and beyond. 
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1. The Pre-Independence Phase i.e. before 1947: 
 

This phase is characterized by the presence of a large number of banks (more than 600). 
 

Banking system commenced in India with the foundation of Bank of Hindustan in Calcutta (now 

Kolkata) in 1770 which ceased to operate in 1832. 

After that many banks came but were not successful like: 
 

(1) General Bank of India (1786-1791) 
 

(2) Oudh Commercial Bank (1881-1958) – the first commercial bank of India. 
 

Whereas some are successful and continue to lead even now like: 
 

(1) Allahabad Bank (est. 1865) 
 

(2) Punjab National Bank (est. 1894, with HQ in Lahore (that time)) 
 

(3) Bank of India (est. 1906) 
 

(4) Bank of Baroda (est. 1908) 
 

(5) Central Bank of India (est. 1911) 
 
 
 

While some others like Bank of Bengal (est. 1806), Bank of Bombay (est. 1840), Bank of Madras 

(est. 1843) merged into a single entity in 1921 which came to be known as Imperial Bank of India. 

 
 

Imperial Bank of India was later renamed in 1955 as the State Bank of India. 
 

In April 1935, Reserve Bank of India was formed based on the recommendation of Hilton Young 

Commission (set up in 1926). 

In this time period, most of the bank were small in size and suffered from a high rate of failures. 

As a result, public confidence is low in these banks and deposit mobilization was also very slow. 

People continued to rely on the unorganized sector (moneylenders and indigenous bankers). 

2. The second phase from 1947 to 1991: 
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Broadly the main characteristic feature of this phase is the Nationalization of the bank. 

With the view of economic planning, nationalization emerged as an effective measure. 

Need for nationalization in India: 
 

(a) The banks mostly catered to the needs of large industries, big business houses. 
 

(b) Sectors such as agriculture, small-scale industries and exports were lagging behind. 
 

(c) The poor masses continued to be exploited by the moneylenders. 

Following this, in the year 1949, 1st January the Reserve Bank of India was nationalized. 

Fourteen commercial banks were nationalized on 19th July 1969. Smt. Indira Gandhi was the 

Prime Minister of India, during in 1969. The following banks are nationalized: 
 

Central Bank of India, Bank of India, Punjab National Bank, Bank of Baroda, United 

Commercial Bank, Canara Bank, Dena Bank, United Bank, Syndicate Bank, Allahabad Bank, 

Indian Bank, Union Bank of India, Bank of Maharashtra, Indian Overseas Bank. 

 
Six more commercial banks were nationalized in April 1980. These are mentioned below: 

 
1. Andhra Bank 

 
2. Corporation Bank 

 
3. New Bank of India 

 
4. Oriental Bank of Commerce 

 
5. Punjab & Sindh Bank 

 
6. Vijaya Bank 

 
6. Vijaya Bank 
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Meanwhile, on the recommendation of the Narasimham committee, Regional Rural Banks 

(RRBs) were formed on Oct 2, 1975. The objective behind the formation of RRBs was to serve 

the large unserved population of rural areas and promoting financial inclusion. 

With a view to meet the specific requirement from the different sector (i.e. agriculture, 

housing, foreign trade, industry) some apex level banking institutions were also set up like: 

(a) NABARD (est. 1982) 
 

(b) EXIM (est. 1982) 
 

(c) NHB (est. 1988) 
 

(d) SIDBI (est. 1990) 
 
 
 

Impact of Nationalization: 
 

Improved efficiency in the Banking system – since the public‘s confidence got boosted. Such as 

Agriculture, small and medium industries started getting funds which lead to economic growth 

increased penetration of Bank branches in rural areas. 

3. Third phase 1991 and beyond: 
 

● This period saw remarkable growth in the process of development of banks with the 

liberalization of economic policies. 

● Even after nationalization and the subsequent regulations that followed, a large portion of 

masses is untouched by the banking services. 

● Considering this, in 1991, the Narasimham committee gave its recommendation i.e. to 

allow the entry of private sector players into the banking system. 

● Following this, RBI gave license to 10 private entities, out of which few survived the 

market demands, which are- ICICI, HDFC, Axis Bank, IndusInd Bank, DCB. 

● In 1998, the Narsimham committee again recommended the entry of more private players. 

As a result, RBI gave a license to the following newbies: 

● (a) Kotak Mahindra Bank (2001) 

● (b)Yes Bank (2004) 

● In 2013-14, the third round of bank licensing took place and in 2015, IDFC bank and 

Bandhan Bank emerged. 
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● In order to further financial inclusion, RBI also proposed to set up 2 new kinds of banks 

i.e. Payment Banks and Small Banks. 

● In 2015, RBI gave in-principle license to 11 entities to launch Payments Bank and granted 

'in-principle' approval to the 10 applicants to set up Small Finance Banks. 

Note: 
 

The RBI issued a license to the bank under Section 22(1) of the Banking Regulation Act, 1949, to 

carry on the business of Small finance bank (SFB) and Payments Bank in India. 

 
 

Indian Banking industry: 

 
As per the Reserve Bank of India (RBI), India’s banking sector is sufficiently capitalized and well- 

regulated. The financial and economic conditions in the country are far superior to any other 

country in the world. Credit, market and liquidity risk studies suggest that Indian banks are 

generally resilient and have withstood the global downturn well. 

Indian banking industry has recently witnessed the roll out of innovative banking models like 

payments and small finance banks. RBI’s new measures may go a long way in helping the 

restructuring of the domestic banking industry. 

The digital payments system in India has evolved the most among 25 countries with India’s 

Immediate Payment Service (IMPS) being the only system at level 5 in the Faster Payments 

Innovation Index (FPII). 

Market Size: 
 

The Indian banking system consists of 27 public sector banks, 21 private sector banks, 49 foreign 

banks, 56 regional rural banks, 1,562 urban cooperative banks and 94,384 rural cooperative banks, 

in addition to cooperative credit institutions (FY17 data). In FY07-18, total lending increased at a 

CAGR of 10.94 per cent and total deposits increased at a CAGR of 11.66 per cent. India’s retail 

credit market is the fourth largest one in the emerging countries. It was increased to US$ 281 

billion on December 2017 from US$ 181 billion on December 2014. 

Investments/developments: 
 

● Key investments and developments in India’s banking industry include: 
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● As of September 2018, the Government of India launched India Post Payments Bank 

(IPPB) and has opened branches across 650 districts to achieve the objective of financial 

inclusion. 

● The total value of mergers and acquisitions during 2017 in NBFC diversified financial 

services and banking was US$ 2,564 billion, US$ 103 million and US$ 79 million 

respectively. 

● The biggest merger deal of FY17 was in the microfinance segment of IndusInd Bank 

Limited and Bharat Financial Inclusion Limited of US$ 2.4 billion. 

● In May 2018, total equity funding's of microfinance sector grew at the rate of 39.88 to Rs 

96.31 billion (Rs 4.49 billion) in 2017-18 from Rs 68.85 billion (US$ 1.03 billion). 
 

Government Initiatives: 
 

● As of September 2018, the Government of India has made the Pradhan Mantri Jan Dhan 

Yojana (PMJDY) scheme an open ended scheme and has also added more incentives. 

● The Government of India is planning to inject Rs 42,000 crore (US$ 5.99 billion) in the 

public sector banks by March 2019 and will infuse the next tranche of recapitalization by 

mid-December 2018 

Achievements: 
 

Following are the achievements of the government in the year 2017-18: 
 

● To improve infrastructure in villages, 204,000 Point of Sale (PoS) terminals have been 

sanctioned from the Financial Inclusion Fund by National Bank for Agriculture & Rural 

Development (NABARD). 

● Between December 2016 and March 2017, a major drive was undertaken to boost use of 

debit cards, resulting in an increase in the number of Point of Sale (PoS) terminals by an 

additional 1.25 million by 2017 end from 1.52 million as on November 30, 2016. 

● The number of total bank accounts opened under Pradhan Mantri Jan Dhan Yojana 

(PMJDY) reached 333.8 million as on November 28, 2018. 

Road Ahead: 
 

Enhanced spending on infrastructure, speedy implementation of projects and continuation of 

reforms are expected to provide further impetus to growth. All these factors suggest that India’s 
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banking sector is also poised for robust growth as the rapidly growing business would turn to banks 

for their credit needs. 

Also, the advancements in technology have brought the mobile and internet banking services to 

the fore. The banking sector is laying greater emphasis on providing improved services to their 

clients and also upgrading their technology infrastructure, in order to enhance the customer’s 

overall experience as well as give banks a competitive edge. 

India’s digital lending stood at US$ 75 billion in FY18 and is estimated to reach US$ 1 trillion by 

FY2023 driven by the five-fold increase in the digital disbursements 
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INTRODUCTION OF LIC 

 

Life insurance is actually an agreement between the insured and the insurer in 

which the policy holder accepts to pay regular premium to the insurer. In return, the insurer 

guarantees monetary protection to the insured in case of any accident or mishaps. If the insured 

dies in accident, financial help is provided to his family members. Thus, life insurance is 

necessary as it provides protection to not only you but also to your family in case of any 

unwanted disaster. 

A thriving insurance sector is very important to every modern economy. Firstly 

because it encourages the habit of saving, secondly because it provides a safety net to rural and 

urban enterprises and productive individuals. And perhaps most importantly it generates long- 

term invisible funds for infrastructure building. The nature of the insurance business is such that 

the cash inflow of insurance companies is constant while the payout is deferred and contingency 

related. This characteristic feature of their business makes insurance companies the biggest 

investors in long-gestation infrastructure development projects in all developed and aspiring 

nations. 

 This is the most compelling reason why private sector (and foreign) companies, 

which will spread the insurance habit in the societal and consumer interest are urgently required 

in this vital sector of the economy. Opening up of insurance to private sector including foreign 

participation has resulted into various opportunities and challenges in India. 
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. 

History of LIC 
 

In India, insurance has a deep-rooted history. It finds mention in the writings 

of Manu, (Manusmrithi), Yagnavalkya (Dharmasastra) and Kautilya (Arthasastra). The writings 

talk in terms of pooling of resources that could be re-distributed in times of calamities such as 

fire, floods, epidemics and famine. This was probably a pre-cursor to modern day insurance. 

Ancient Indian history has preserved the earliest traces of insurance in the form of marine trade 

loans and carriers’ contracts. Insurance in India has evolved 2 over time heavily drawing from 

other countries, England in particular. 

The process of insurance has been evolved to safeguard the interests of people 

from uncertainty by providing certainty of payment at a given contingency. Life insurance in its 

modern form came to India from England in 1818 with the formation of Oriental Life Insurance 

Company (OLIC) in Calcutta mainly by Europeans to help widows of their kin. Later, due to 

persuasion by one of its directors (Shri Babu Muttyal Seal), Indians were also covered by the 

company. By 1868, 285 companies were doing business of insurance in India. Earlier these 

companies were governed by Indian company act 1866. By 1870, 174 companies ceased to exist, 

when British parliament enacted insurance Act 1870. These companies were however, insuring 

European lives. Those Indians who were offered insurance cover were treated as sub-standard 

lives and were accepted with an extra premium of 15% to 20%. 

 

 
First Indian Company – 

Pioneering efforts of reformers and social workers like Raja Ram Mohan Ray, 

Dwarakanath Tagore, Ramatam Lahiri, Rustomji Cowasji and other led to entry of Indians in 

insurance business. First Indian insurance company under the name “Bombay Life Insurance 

Society” started its operation in 1870, and started covering Indian lives at standard rates. Later 

“Oriental Government Security Life Insurance Company”, was established in 1874, with Sir 

Phirozshah Mehta as one of its founder directors and later emerged as a leading Indian insurance 

company under the name “Bombay Life Assurance Society” started its operations in 1870. 
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Nationalization of Life Insurance (1956) – 

Despite the mushroom growth of many insurance companies per capita 

insurance in Indian was merely Rs.8.00 in 1944(against Rs.2, 000 in US and Rs.600 in UK), 

besides some companies were indulging in malpractices, and a number of companies went into 

liquidation. Big industry houses were controlling the insurance and banking business resulting in 

inters looking of funds between banks and insurance companies. This shook the faith of insuring 

public in insurance companies as custodians of their savings and security. The Government of 

India nationalized the life insurance industry in January, 1956 by merging about 250 life 

insurance companies and forming Life Insurance Corporation of India (LIC), which started 

functioning from 01.09.1956. 

Some of the important milestones in the life insurance business in India are: 
 

1818: Oriental Life Insurance Company, the first life insurance company on Indian soil started 

functioning. 

1870: Bombay Mutual Life Assurance Society, the first Indian life insurance company started its 

business. 

1912: The Indian Life Assurance Companies Act enacted as the first statute to regulate the life 

insurance business. 

1928: The Indian Insurance Companies Act enacted to enable the government to collect statistical 

information about both life and non-life insurance businesses. 

 
1938: Earlier legislation consolidated and amended to by the Insurance Act with the objective of 

protecting the interests of the insuring public. 

1956: 245 Indian and foreign insurers and provident societies are taken over 4 by the central 

government and nationalized. LIC formed by an Act of Parliament. LIC Act, 1956, with a capital 

contribution of Rs. 5 crore from the Government of India. 
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   Insurance sector reforms: 
 

In 1993, Malhotra Committee- headed by former Finance Secretary and RBI Governor 

R.N. Malhotra- was formed to evaluate the Indian insurance industry and recommend its future 

direction. The Malhotra committee was set up with the objective of complementing the reforms 

initiated in the financial sector. The reforms were aimed at creating a more efficient and 

competitive financial systems suitable for the requirements of the economy keeping in mind the 

structural changes. Currently underway and recognizing that insurance is an important part of the 

overall financial system where it was necessary to address the need for similar reforms. In 1994, 

the committee submitted the report and some of the key recommendations included: 

Structure 
 

∙ Government stake in the insurance Companies to be brought down to 50%. 

 
∙ Government should take over the holdings of GIC and its subsidiaries so that these 

subsidiaries can act as independent corporations all the insurance companies should be given 

greater freedom to operate. 

Competition 

∙ Private Companies with a minimum paid up capital of Rs.1bn should be allowed to enter the 

sector. 

∙ No Company should deal in both Life and General Insurance through a single entity. 7 

 
∙ Foreign companies may be allowed to enter the industry in collaboration with the domestic 

companies. 

∙ Postal Life Insurance should be allowed to operate in the rural market. 

 
∙ Only one State Level Life Insurance Company should be allowed to operate in each state. 

 
Regulatory body 

 
∙ The Insurance Act should be changed. 

 
∙ An Insurance Regulatory body should be set up. 

 
∙ Controller of Insurance- a part of the Finance Ministry- should be made independent. 
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Investment 

∙ Mandatory Investments of LIC Life Fund in government securities to be reduced from 75% to 

50%. 

∙ GIC and its subsidiaries are not to hold more than 5% in any company (there current holdings 

to be brought down to this level over a period of time). 

Customer service 
 

∙ LIC should pay interest on delays in payments beyond 30 days. 

 
∙ Insurance companies must be encouraged to set up unit linked pension plans. 

 
∙ Computerization of operations and updating of technology to be carried out in the insurance 

industry. 

The committee emphasized that in order to improve the customer services and 

increase the coverage of insurance policies, industry should be opened up to competition. But at 

the same time, the committee felt the need 8 to exercise caution as any failure on the part of new 

players could ruin the public confidence in the industry. Hence, it was decided to allow 

competition in a limited way by stipulating the minimum capital requirement of Rs.100 crores. 

The committee felt the need to provide greater autonomy to insurance 

companies in order to improve their performance and enable them to act as independent 

companies with economic motives. For this purpose, it had proposed setting up an independent 

regulatory body- The Insurance Regulatory and Development Authority. 

Reforms in the Insurance sector were initiated with the passage of the IRDA Bill 

in Parliament in December 1999. The IRDA since its incorporation as a statutory body in April 

2000 has fastidiously stuck to its schedule of framing regulations and registering the private 

sector insurance companies. Since being set up as an independent statutory body the IRDA has 

put in a framework of globally compatible regulations. The approval of institutions for imparting 

training to agents has also ensured that the insurance companies would have a trained workforce 

of insurance agents in place to sell their products. 

Insurance companies in India 

Today there are 23 life insurance companies operating in the country. 



28 
 

List of Life Insurers 
 

Apart from Life Insurance Corporation, the public sector life insurer, there are 23 other private 

sector life insurers, most of them joint ventures between Indian groups and global insurance 

giants. 

 
Life Insurer in Public Sector 

 
1. Life Insurance Corporation of India 

Life Insurers in Private Sector 

Organizational Structure of LIC 

The life Insurance Corporation of India has a five tier organizational structure as shown in following 

chart: 

 

CENTRAL OFFICE (1) 
 

↓ 
 

ZONAL OFFICES (8) 
 

↓ 
 

DIVISIONAL OFFICES (113) 
 

↓ 
 

BRANCH OFFICES (2048) 
 

↓ 
 

SATTELITE OFFICES (1169) 
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The board of the corporation is constituted by the central Government 

after every two years and the numbers of the members of the Board does not exceed 16. Out of 

these members one is appointed as Chairman and three are appointed as managing Directors of 

the Board. The chairman acts as Chief Executives of LIC. The Chairman and Managing 

Directors are full time employees of LIC and they constitute the highest decision making body 

known as Board of Directors of the Corporation. The corporation constitutes various committees 

under the life insurance act viz., Investment Committee, Executive Committee and Advisory 

Committee, Development Advisory Committee and Budget Advisory Committee).The Chairman 

of the Corporation is the chairman of all these committees. 

 
The Central office of LIC is located in Mumbai which is known as financial 

capital of India. The Central Office confines itself mainly to giving broad policy directions and 

decisions. It has direct executives responsibility over the limit of field 

The zones are further divided into Divisional offices. Each Zonal Office has some Divisional 

Offices under it. Each Divisional Office is headed by a Divisional manager who is assisted by 

Manager in-charge of individual department. The role of Divisional office has been restricted to 

planning and controlling the various activities in the divisional area. 

Operational unit of the Corporation is the Branch Office which is a centre of profit and growth. 

It is the branch Office which is responsible in its area of operation for sales and services. 

Branches are the profit centres of the corporation being guided and controlled by the Divisional 

offices. At present there was 2048 Branch Offices 12 working in whole of India. 
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THEORETICAL FRAMEWORK 
 

The purpose of  measuring trading performance, operational efficiency, profitability and 

financial position of a concern revealed by trading, profit and loss Account and Balance Sheet. 

These financial statements are prepared to find out the Gross Profit and Gross Loss, Net Profit or 

Net Loss and financial soundness of a firm a whole for a particular period of time. From the 

management point of view, the usefulness of information provided by these income statements 

functions effectively and efficiently. In the true sense they do not disclose the nature of all 

transactions. Management, creditors and investors ect. Want to determine or evaluate the sources 

and applications of funds employed by the firm for the future course of action. Based on these 

backgrounds, it is essential to analysis the movement or assets, liabilities, funds from operations 

and capital between the components of two year financial statements. The analysis of financial 

statements helps to the management by providing additional information in a meaningful 

manner. 

Position for a period. This statement helps the owners and creditors to judge the 

funds from various sources and effectively utilizing them for various productive uses without 

effecting device to analysis the changes in the financial condition of a business enterprise 

between two accounting dates. It is not mandatory on the part of business concerns to prepare a 

funds flow statements. But for their benefit they have to prepare a funds flow statements in 

addition to income statement and balance sheet 

 
Meaning of Fund 

 
 

          The term “fund” refers to cash, to cash Equivalents or to Working Capital and all financial 

resources which are used in business. These total resources of a concern are in the form of men, 

materials, money, plant and equipments and others. In a broader meaning the word “fund” refers 

working capital;. The working capital indicates the difference between current assets and current 

liabilities. The term working capital may be; 

(a) gross working capital and 

(b) Net working capital 
 

“gross working capital” represents total of all current Assets. 
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 “Net Working Capital” refers to excess of current Assets over current liabilities.
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Definitions: 

Robert N. Anthony: “The funds flow statement describes the sources from which 

additional funds derived and the uses to which these funds were put”. 

Foulke: “A statement of sources and applications of funds is a technical device 

designed to analysis the changes in the financial condition of business enterprises between two 

dates”. 

 

Flow of Funds 

The term “Flow of Funds” refers to changes or movement of funds or changes in working capital 

in the normal course of business transactions. The changes in working capital may be in the form 

of inflow of working capital or outflow of working capital. In other words, any increase or 

decrease in working capital when the transactions take place is called as “Flow of Funds.” If the 

components of working capital results in increase of the fund. It is known as inflow of fund or 

sources of funds. Similarly, if the components of working capital effects in decreasing the 

financial position it is treated as outflow of fund. Funds flow statement is otherwise known as 

1. Statement of sources of applications of funds 

2. Statement of source and use of funds 

3. Statement of financial changes in position 

4. Where-got and where-gone statement 
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No flow of funds 

Some transactions may not make any movement or changes in the fund position. such 

transactions are involved within the business concern. Like the transaction which involves either 

between current assets and current liabilities or between non-current assets and non -current 

liabilities and hence do not result in the flow of funds. For example, conversion of shares in to 

debenture. Such transaction involves non-current account only and this activity does not effect in 

increase or decrease of the working capital position. 

Principal sources of funds 
 

1. Issue of share and debentures. 

2. Long and medium-term borrowings. 

3. Sale of fixed assets and long term investments. 

4. Funds from operations or trading income. 

5. Non-Trading income such as income from investment, gifts damages awarded in legal 

action etc. 

Possible uses of funds 

1. Redemption of shares debentures. 

2. Repayment of long and medium-term loans. 

3. Purchase of fixed assets and long-term investments. 

4. Funds lost in operations or trading losses. 

5. Non-trading losses such as loss of cash by embezzlement fines etc. 
 

Components of flow of funds 
 

In orders to analysis the sources and application of funds it is essential to know the meaning 

and components of flow of funds given below. 

 

 
1. Current assets 

2. Non-current assets(fixed or permanent Assets) 

3. Current liabilities 

4. Non-current liabilities(capital & long-term liabilities) 
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5. Provision for Tax 

6. Proposed Dividend 
 

1) Current assets : 

The term “current assets” refer to the assets of a business of a transitory 

nature which are intended for resale or conversion into different front during the course 

of business operations. For example raw materials are purchased and the amount unused 

at the end of the trading period form sprat of the current as stock on hand materials. In 

process at the end of the trading period and the labour incurred in processing they also 

form part of current assets. 

 
2) Non-current assets (permanent assets): 

Non- current assets also refers to as permanent Assets or fixed assets. This 

class of assets includes those of tangible and intangible nature having a specific value and 

which are not consumed during the course of business and trade but provide the means 

for producing saleable goods or providing services. Land and building plant and, 

machinery, goodwill and patents etc. The few examples of Non-current- assets. 

 
3) Current liabilities: 

The term current liabilities refer to amount owing by the business which are 

currently due for payment. They consist of amount owing to creditors, bank loans due for 

payment, proposed dividend and proposed tax for payment and expenses accrued due. 

 
4) Non – current liabilities: 

The term Non-current liability refers to capital and long term debts. It os also 

called as permanent Liabilities. Any amount owing by the business which are payable 

over longer period time i.e. After a year are referred as Non-current Liabilities Debenture, 
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long-term loans and loans on mortgage etc .., are the few examples of non-current 

liabilities. 

 
5) provision for taxation: 

Provision for taxation may be treated as a current liability or an appropriation of 

profit. When it is made during the year it id used for adjusting the net profit, it is 

advisable to treat the same as current liability. Any amount of tax paid during the year is 

to be treated as application of funds or non-current liability. Because it is used for 

adjusting the net profit made during the year. 

 
 

6) Proposed dividend: 

Like provision for taxation, it si also treated as a current liability and non-current 

liability, when dividend may concerned as being declared. And thus, it is will not be used 

for adjusting the net profit made during the year. If it is treated as an appropriation, i.e.. 

an non-current liability when the dividend paid during the year.
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The list of Current Accounts and Non-Current Accounts are given below: 
 

Current Assets Current Liability 
1. Cash in hand 

 
2. Cash at bank 

 

3. Sundry Debtors 
 

4. Bills receivable 
 

5. Short-term Loans&Advances 
 

6. Marketable investment 
 

7. Inventories’ 
 

a. Raw materials 

 
b. work-in- process 

 

c. Stores& spares 
 

d. Finished goods 
 

8. prepaid expenses 

 
9. Accured income 

1. Bills Payable 

 
2. Sundry Creditors 

 

3. Accured or outstanding expenses 
 

4. Dividends Payables 
 

5. Bank Overdraft 
 

6. Short term loans advances deposits 
 

7. Provisions against current assets 
 

8. Provision for taxation 
 

9. Proposed dividend 



37 
 

 
 
 

Non-Current or Permanent 
Liabilities 

Non-Current or Permanent Assets 

1. Equity Shares Capital 

 
2. Preference Share Capital 

 

3. Debentures 
 

4. Long term loans 
 

5. Share premium 

 
6. Share forfeited 

 
7. Profit and loss account 

 
8. Capital reserves 

 
9. Capital redemption reserve 

1. Good will 

 
2. Land 

 

3. Building 
 

4. Plant and Machinery 
 

5. Furniture and Fittings 

 
6. Trade marks 

 
7. Patents right 

 
8. Long-term Investments 

 
9. Discount in issue of shares and 

debenture 

 
10. Preliminary Expenses 
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Objective of Funds Flow Statement: 
 

● Fund flow statement reveals clearly the changes in items of financial position between 

two different balance sheet dates showing clearly the different sources and application of 

funds. Thus, it summarizes the financing and investing activities of the enterprise. 

 
● It also reveals how much of the total funds is being collected by disposing of fixed assets, 

how much from issuing shares or debentures, how much from long-term or short-term 

loans, and how much from normal operational activities of the business. 

 
● It also provides information about the specific utilisation of such funds i.e., how much 

has been used for acquiring fixed assets, how much for redemption of preference shares 

debentures or short-term loans as well as payment of tax dividend etc. 

 
● It helps the management in depicting all inflows and outflows of funds which cause 

changes in working capital of a business organisation. 

 
● The projected fund flow statement helps management to exercise budgetary capital 

expenditure control in the enterprise 

 
● Management uses fund flow statement for judging the financial and operating 

performance of the business. 

 

Importance of Fund Flow Statement: 
 

Fund flow statements are prepared for financial analysis in order to meet the needs of people 

serving the following purposes: 
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1. It highlights the different sources and application or uses of funds between the accounting 

periods. 

 
2. It brings into light about financial strength and weakness of a concern. 

 
 

3. It acts as a effective tool measure the causes of changes in working capital. 
 
 

4. It helps the management to take corrective actions while deviations between two balance 

sheets figure. 

 
5. It is an instrument used by the investors for effective decisions at the time of their 

investment proposals. 

 
6. It also presents detailed information about profitability, operational efficiency and 

financial affairs of a concern. 

 
7. It serves as a guide to the management to formulate its dividend policy, retention policy 

and investment policy ECT. 

 
8. It helps to evaluate the financial consequences of business transaction involved in 

operational finance and investment. 

 
9. It gives the detailed explanation about movement of funds from different sources or uses 

of funds during a particular accounting period. 

 
 

Uses funds flow statement 
 

By highlighting the changes in the distribution of the resources of an undertaking the funds 

flow statement enables the financial manager to have a clear perspective of the organization 

financial strength and weakness. It provides answers to a number of different questions. The uses 

of a funds flow statement may be listed as 
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First, it explains the financial consequences of business of operation. For example, a 

business may be earning use profits but its liquidity position would be highly unsatisfactory. The 

funds flow statement will explain the causes of such a seemingly in recognizable situation by 

showing what has become of profits earned. Further, the statement would point out the direction 

flow of funds into activities considered more beneficial for the efficient working of the enterprise 

and which is very for the effective managerial control. When a balance sheet presents a distorted 

picture of an understanding because of a number of non-fund transaction the funds statement 

would be an illuminating document. 

Secondly, debt capita is very essential for increased profitability to any enterprise. But the 

creditor or lenders ask the financial manager a number of questions in order to ascertain the 

credit worthiness and the funds generating capacity of the organization. Also they would like to 

know in what way the management has utilized in future. The funds flow statement by providing 

the required information of dues, would enable the financial manager to answer such question in 

a benefit manner. 

Thirdly, it acts as an instrument for allocation of the company’s secure resources. A 

proposals funds flow statement will help to find out how the management is going to allocate 

resources for meeting the future productive programs of the business. When a predicted funds 

statement is tied to the capital budget, it will help manager to maintain the financial health of the 

organization. Further, problems faced by firm do not arise all of a sudden. They take time to 

reach a critical stage and are affected by a number of factors. A protected funds flow statement 

by providing a perspective for considering the financial implications of evolving issues would 

help management to reverse an in favourite trend. 

Lastly, it is a test for evaluation of the effective use of working capital of management. 

Information on the adequacy or inadequacy of working capital will enable the management to 

decide what possible steps it should take for effective use of surplus working capital or in case of 

inadequate working capital to make suitable arrangement. 
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Difference between Funds Flow and Cash Flow 
 

In financial accounting, “cash flow” refers to the statement of cash flows, a required 

report under generally accepted accounting principles. This statement shows the inflow 

and outflow of actual cash (or cash-like assets) from operating, investing or financing 

activities. “Fund flow “has two different meanings, one for accounting purpose and one 

for investing purposes. 

 
 
 

Basis for 

comparison 

Cash flow Fund flow 

 
Meaning 

 

A cash flow statement is a 

statement showing the inflows 

 

A fund flow statement is a 

statement showing the changes in 
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 and outflows of cash and cash 

equivalents over a period. 

the financial position of the entity 

in different accounting years. 

 
Purpose of 

preparation 

 
To show the reasons for 

movements in the cash at the 

beginning and at the end of the 

accounting period. 

 
To show the reasons for the 

changes in the financial position, 

in present of previous year and 

current accounting year. 

 
 

Sources 

 
Cash flow statement stars with the 

opening balance of cash and 

reaches it the closing balance of 

cash by proceeding through 

sources and uses. 

 
Funds flow statements tells about 

the various sources from where 

the funds generated with various 

uses to which they are put. 

 
Basis 

 
Cash basis of accounting 

 
Accrual basis of accounting 

 
Utility 

 
Short term analysis 

 
Long term analysis 

 
Discloses 

 
Inflows and outflows of cash 

 
Sources and application of funds 

 
 

Advantages of funds flow statement: 
 

● Fund Generation Capacity 

● Changes in Working Capital Position 

● Projected funds flow statement 

● Highlights the courses of changes 

● Evaluating of credit-worthiness 
 
 

Preparation of funds flow statement 
 

Funds flow statement is a method by which we can study the changes in the financial 

position of the business concern between two balance sheet dates. Hence, this statement is 
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prepared by comparing two balance sheets and –with some other additional information. Broadly 

speaking the preparation of funds statement consists of three parts. 

1. Preparation of schedule changes in working capital ( taking current items only) 

2. Preparation of adjusting profit and loss account (to know fund from or fund lost in 

operations). 

3. Preparation of the fund flow statement. 
 
 
 

Statement of changes in working capital: 
 

It is also termed as statement of changes in working capital. Before preparation of fund 

flow statement, it is essential to prepare first the schedule of changes in working capital and fund 

from operations. Statement of changes in working capital is prepared on the basis of items in 

current assets and current liabilities of between two balance sheets. This statement helps to 

measures the movement or changes of working capital during a particular period. The term 

working capital refers to excess of current assets over current liabilities the working capital may 

be “increase in working capital “or “decrease in working capital” an increase in the amount of an 

item of current assets in the current year as compared to the previous year represents to an 

increase in working capital. Similarly a decrease in the amount of an item of current assets in the 

same way over all changes in working capital is calculated and presented in the schedule of 

changes in working capital. The final result of net decrease in working capital refers to source of 

funds or inflow of funds. Like this net increase in working capital represents applications of fund 

or uses of funds. 

Principles or Rules for Preparation of Working Capital Statement: 
 

The following rules may be kept in mind while preparing working capital statement: 
 

● Increases in current asset → Increases in working capital 

● Decrease in current assets → Decreases working capital 

● Increases in current liability → Decreases working capital 

● Decreases in current liability → Increases working capital
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Statement of changes in working capital (performance) 
 

Particular Previous year Current year Changes in working capital 

Increase Decreases 

 
CURRENT ASSETS 
Inventories 

Cash /bank 
Bills receivables 
Sundry debtors 
Loans& advances 
Other current assets 

 
TOTAL LIABILITIES 
ASSETS(A) 

 
 

xxx 
xxx 
xxx 
xxx 
xxx 
xxx 

 
XXX 

 
 

xxx 
xxx 
xxx 
xxx 
xxx 
xxx 

 
XXX 

 
 

---- 
xxx 
----- 
xxx 
xxx 
----- 
Xxx 
----- 
----- 

 
 

xxx 
| ----- 

xxx 
----- 
----- 
xxx 

 
----- 
xxx 

 
CURRENTLIABILITIES 

 
Bills payable 

xxx 
 

xxx 

xxx 
xxx 
xxx 

 
xxx 
----- 

 
----- 
xxx 
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Bank over drafts 
Sundry creditors 
Standing expenses 

 
 
 

TOTAL CURRENT 
LIABILIES (B) 

 
Net working capital(A-B) 

Increase / Decrease 

working 

capital 
 
TOTAL 

xxx 
xxx 
xxx 

 
xxx 

 
 

XXX 
 
 
 

 
Increase 

xxx 

xxx 
xxx 

xxx 
 
 
 

XXX 
 
 
 

 
Decrease 

Xxx 

xxx ----- 
----- ----- 
----- xxx 

 
 
 

xxx ----- 

----- xxx 

----- xxx 
 

xxx ----- 
 

----- ----- 
 

xxx 
 
 
 

Decrease 
Investment 

xxx 
xxx 

 
 
 
 

Performance adjusting profit & loss account 
 
 

Particulars Amount 

In Rs 

Particulars Amount 

in Rs 

 
To Depreciation written off 

To Provision for tax 

To Proposed dividend 

To Preliminary expenses 

To Goodwill written off 

To Discount on issue of 

shares and debentures 

 
xxx 

xxx 

xxx 

xxx 

xxx 

xxx 

 

By opening balance 

By over provision for taxation 

written back 

By gain on sale of fixed assets 

By funds from trading 

Operations(balancing figures) 

 
xxx 

xxx 

 
xxx 

 
 

xxx 
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To Transfer to general 

reserves 

To Transfer to sinking fund 

To loss on sale of fixed assets 

To closing balance 

xxx 

xxx 

xxx 

xxx 

  

Total Xxx Total xxx 
Debit side Credit side 

 
 
 

Fund Flow Statement 
 

In the analysis and interpretation of financial statement fund flow statement is one of the 

important techniques. The statement of changes in working capital is prepared with the help of 

current assets current liabilities. Similarly, fund from operations prepared on the basis of profit 

and loss account to find out the exact movement of funds in different operations. After preparing 

schedule of changes in working capital and fund form operations at the last stage a 

comprehensive fund flow statement can be prepared on the basis of component of non-current 

statement is prepared with the help of the changes in non-current assets and non-current assets 

liabilities of balance sheet. 
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Components of sources and application of funds 
 

The following are the components of different sources and application of funds: 
 

Components of sources of funds 
 

● Fresh issue of equity share capital. 

● Fresh issue of preference share capital. 

● Issue of debentures and bonds. 

● Long-term loans raised from bank, financial institutions and public. 

● Long-term loans on mortgage. 

● Sale of fixed assets. 

● Sale of long-term investment. 

● Non-Trading incomes. 

● Fund flow operations. 

● Net decrease in working capital (as per schedule of changes in working capital). 

 
Components of Applications of Funds 

 
Generated funds from various sources may be utilized in the following ways for meeting the 

future productive programmer of the business 

● Redemption of shares and debentures. 

● Repayment of loans raised from bank, financial institution and public. 

● Purchase of fixed assets. 

● Purchase of long-Term investments. 

● Non-Trading Expenditure. 

● Payment of tax. 

● Payment of divided. 

● Fund lost in operations. 

● Net increase in working capital (as per schedule of changing in working 

capital.
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Performa of Funds Flow Statement 

(Statement of Sources & Application of funds) 

Sources Amount 

in Rs 

Applications Amount 

in Rs 

Income from business 

operation (profit) 

Xxx Income from business 

operation (loss) 

Xxx 

 
Issues of shares at 

par(discount/premium) 

 
xxx 

 
Redemption of shares at par 

(discount/ premium) 

 
xxx 

 
Issues of debentures at 

par(discount/premium) 

 
 

xxx 

 
Redemption of debentures at 

par(discount/premium) 

 
 

xxx 
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Long term and medium loans 

take 

 
Sales of investment 

Sales of fixed assets 

Non-trading income 

 
xxx 

xxx 

xxx 

xxx 

 

Payment of loss 

Purchase of investment 

Non-trading payment 

Dividends paid 

 
xxx 

xxx 

xxx 

xxx 

  
Xxx 

  
Xxx 

 
 

1. Sources- application = Increases in working capital. 

2. Application-application = Decrease in working capital 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 



 

 

 
 
 
 
 
 
 
 
 

CHAPTER V 
 
 

 DATA ANALYSIS 

&                   

INTERPRETATION 
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DATA ANALYSIS 

STATEMENT OF CHANGES IN WORKING CAPITAL OF LIC 
EMPLOYEES COOPERATIVE BANK LTD THE YEAR 2014-15 

 

Particular 2015 2016 Changes in working capital 

Increase Decease 
Current Assets:     

Cash 158633675 195268413 36634377 ------ 

fixed deposits 313237650 599716528 286478878 ------ 

central &state securities 657870000 719720000 61850000 ------ 

advances 37796799 36653303 1143496 ------ 

Total current assets: 1167538124 1551358244   
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Current liabilities:     

Dividend equalisation 27170 79218 52048 
 

Provision for exgratio 231750 303750 72000  

Common good fund 135900 100400  35500 

0ver due interest reserved 2609417 2631470 22053  

Interest payable 31593066 38865184 7272118  

Unclaimed dividend 410661 245918  164743 

Suspense 3600412 3842770 2423579  

Cheque cancelled 135575 169937 34362  

Staff salary suspense 11246 11246 -------- -------- 

Locker registration 9850 9850 ------- ------- 

Total current liabilities: 38890047 46516518 396115046 200243 

(CA-CL) 1128648077 1504841726 396115046  

Net working capital 395914803    
Total 1504841726 1504841726 396115046 396114056 

 
 
 
 
 
 
 
 

ADJUSTED PROFIT & LOSS ACCOUNT FOR THE YEAR 2014-2015 
 

Particular Amount 
in lakhs 

Particulars Amount 
in lakhs 

To other expenditure 992490 By depreciation 647191 

To closing balance 44068760 By others receipts 389480 
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By gross loss 

 
 

44024279 

Total 45061250 Total 45061250 

 
 
 
 
 
 

FUNDS FLOW STATEMENT FOR 2014-15 
 

SOURCES AMOUNT 
IN lakhs 

APPLICATION AMOUNT 
IN lakhs 

Issue of share capital 24660601 Other assets 
 
Long term loans (H loans) 

Investments 

Fixed deposits 

Saving bank deposits 

money at call short notice 

47611 

Individual 19115990 100461 

Fixtures of furniture 230358 61850000 

Medium term loans 1525731 392252657 

Tangible assets 58517799 18733497 

Overdue considered bad 57074214 411006154 
&doubtful of recovery   

Gold 1143496 
 

Other tangible securities (R.D 1225642 
 

and F.D loans)   
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Net increasing working 
capital 

 
 

163493831 

Total 884010380 Total 884010380 

 
 

Interpretation: 

The major reasons for increase of working capital are repayment of major portion of secured 

loans and advances of share that means increase in investments. Purchase gold of large amount 

of fixed assets also results increase of working capital and operating profit. 

 

 
STATEMENT OF CHANGES IN WORKING CAPITAL OF LIC 

EMPLOYEES COOPERATIVE BANK LTD FOR THE YEAR 2015-16 
 

PARTICULARS 2015 2016 CHANGES IN WORKING 
CAPITAL 
Increase decrease 

Current assets:     

Cash 209613308 256515130 46901822 ------ 

Fixed deposits 677433305 383850445 ------ 293582860 

Central & state securities 850380000 857380000 700000 -------- 

Short term loans 33807832 31345096 ------ 2462739 
Total current assets 1771234445 1529090671   
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Current liabilities:     

Dividend equalisation 90562 1384130 43568 ------ 

Provision for exgratio 252750 252750 ------ ------ 

Common good fund 33400 18400 ------ 15000 

Overdue interest reserve 2848211 2848211 ------ ------ 

Interest payable 47294258 53405204 6110946 ------- 

Unclaimed dividend 261896 96189 ------ 165707 

Suspense 5897957 6788898 890941 ------ 

Audit fee 28775 289915 261200 ------ 

Gst ------- 20300 ------ ----- 

Cheque cancelled 73279 19823 53456 ------ 

Staff salary suspense 64836 41146 ------ 34310 

Total current liabilities 57875679 65349817 54961933 297105580 
(CA-CL) 1713358766 1463740854 242143647  

Net increasing working 
capital 

242143647    

Total 1713358766 1713358766 297105580 297105580 

 
 
 
 
 
 
 
 

ADJUSTING PROFIT AND LOSS ACCOUNT FOR THE YEAR 2015-16 
 

Particulars Amount 
in lakhs 

Particular Amount 
in lakhs 

To other expenditure 3744804 By other receipts 384298 

To closing balance 51539799 By income tax 8100469 
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By gross loss 

 
 

36799834 

Total 55284603 Total 55284603 

 
 
 

 
FUNDS FLOW STATEMENT FOR THE YEAR 2015-16 

 
SOURCES AMOUNT 

IN LAKHS 
APPLICATION AMOUNT 

IN 
LAKHS 

Issue of share capital 29149584 Other assets 117499 

Individuals 21670780 Long term loans (H loans) 131041 

Fixtures & furniture 154453 Investments 7000000 

Medium term loans 196162 Fixed deposits 198519860 

Tangible assets 376509454 Saving bank deposits 24855598 

Overdue considered bad & 376148317 Money at call & short notice 223375458 
doubtful of recovery    

Gold 2462736   
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Other tangible assets 
(R.D & F.D loans) 

 
2297761 

 
 

Net increasing working capital 

 
 

360758720 

Total 808589247 Total 808589247 

 
 
 
 

Interpretation: 
 

The major reasons for increase in working capital are sale of fixed assets, dividend of long term 

assets. Other reason for increase in working capital and operating profit are raise in long term 

loans and advances, increase in current asset. 

 

STATEMENT OF CHANGES IN WORKING CAPITAL OF LIC 

EMPLOYEES COOPERATIVE BANK LTD FOR THE YEAR 2016-17 

PARTICULARS 2016 2017 CHANGES IN WORKING 
CAPITAL 

 
Increase 

 
Decrease 



 
56 

Current assets:     

Cash 195268413 209613308 14344894 ------ 

Fixed deposits 599716528 677433305 77716777 ----- 

Central & state securities 719720000 850380000 130660000 ----- 

Short term loans advance 36653303 33807832 ------ 2845471 

Total current assets 1551358244 1771234445   

Current liabilities:     

Dividend equalisation fund 79218 9056264 11344 ------ 

Provision for exratio 303750 252750 ------ 51000 

Common good fund 10040 33400 ----- 67000 

Overdue interest reserve 2631470 2848211 216741 ------ 
    ------ 
Interest payable 38865184 47294258 8429074 ------ 

Unclaimed dividend 245918 261896 15978 ------ 

Suspense 3842770 5897951 2055187 ------ 

Audit fee 256775 281775 25000 96658 

Cheque cancelled 169937 73279 ------ ------ 

Staff salary suspense 11246 64836 53590 ------ 

Locker registration 9850 9850 ------- ----- 

Total current liabilities 46516518 66074476 10822892 214658 
(CA-CL) 15048417 1705159969 10608234  

Net increasing working capital 10608234    

Total 66074476 66074476 10822892 10822892 
 
 

ADJUSTED PROFIT AND LOSS ACCONT FOR THEYEAR 2016-17 
 

Particulars Amount 
in lakhs 

Particular Amount 
in lakhs 
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To other expenditure 2973110 By depreciation & repairs to 
property 

719489 

To closing balance 41436431   

  By income tax 14541035 

  
By other receipts 389780 

   
 

By gross loss 

 
 

28759237 

 
Total 

 
44409541 

 
Total 

 
44409541 

 
 
 
 
 
 

 
FUNDS FLOW STATEMENT FOR THE YEAR 2016-17 

 
SOURCES AMOUNTS 

IN LAKHS 
APPLICATION AMOUNT 

IN LAKHS 
Issue of share capital 26982506 Other assets 70177 

Individuals 23219057 Long term loans(H loans) 374688 
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Fixtures & furniture 

 
185744 

 
Investments 

 
130660000 

Medium term loans 442772 Fixed deposits 77716777 

Overdue considered bad & 11881729   

doubtful of recovery    

Gold 2845471 
  

Other tangible securities 276851562 
  

   
Net increasing working 

 
133587199 

  capital  

Total 342408841 Total 342408841 

 
 

Interpretation: 
 

The major reasons for decrease in working capital raise of share capital raise in 

dividend loans, decrease of equalisation fund and repayment of long term loans purchase large 

amount of fixed asset. The above causes results operating profit. 

 
 

 
STATEMENT OF CHANGES IN WORKING CAPITAL OF LIC 
EMPLOYEES COOPERATIVE BANK LTD FOR THE YEAR 2017-18 

 

PARRICULARS 2017 2018 CHANGES IN WORKING 
CAPITAL 

 
Increase 

 
Decrease 
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Current assets :     

Cash 256515130 233833229 ------ 22681901 

Fixed deposits 383850445 254811525 ----- 129038920 

Central & state securities 8573840 967380000 110000000 ------ 

Short term loans & advance 31345096 32159879 814783 ------ 

Total current assets 1529090671 1488184633   

Current liabilities:     

Dividend equalisation fund 90562 90562 ------ ------ 

Provision for exratio 252750 312250 286975 ------- 

Common good fund 18400 18400 ------ ------- 

Overdue interest reserve 2848211 2848211 ------ ------ 

Interest payable 53405209 59038982 5633773 ------- 

Unclaimed dividend 96189 135234 129045 ------- 

Suspense 6788898 7456293 667395 ------ 

Audit fee 289975 180000 ------- 109975 

Cheque cancelled 19823 ------ ------ ------- 

Staff salary suspense 41146 11246 ------- 29900 

Locker registration 9850 9850 -------- ------- 

Total current liabilities 63861013 70101028 117531971 31446985 

(CA-CL) 1465229658 1418083605 86084986  

Net increasing working capital 86084986    
Total 70101028 70101028 31446985 31446985 

 
 

ADJUSTED PROFIT AND LOSS ACCOUNT FOR THE YEAR 2017-18 
 

Particulars Amount 
in lakhs 

Particulars Amount 
in lakhs 
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To other expenditure 2528255 By deprecation & repairs to 
property 

683681 

To closing balance 62213271   

  By income tax 22519804 

  
By other receipts 394335 

   
 

By gross loss 

 
 

41143706 

Total 64741526 Total 64741526 

 
 
 
 
 
 
 

FUNDS FLOW STATEMENT FOR THE YEAR 2017-18 
 

SOURCES AMOUNT 
IN LAKHS 

APPLICATIONS AMOUNT 
IN 
LAKHS 

Issue of share capital 31281269 Other asset 1026562 
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Individuals 

 
21316850 

 
Long term loans 

 
101400 

Fixtures & furniture 2078 Investments 110000000 

Medium term loans 1045969 Fixed deposits 129038920 

Other tangible securities(R.D 2880074 Saving bank deposits ------- 
& F.D)    

Overdue considered bad & 350832586 Money call & short notice ------- 
doubtful of recovery    

Gold 814783 
  

Other tangible securities of 353943846   

advance    

   
Net increasing working capital 

 
521950573 

Total 762117455 Total 762117455 

 
 

Interpretation: 
 

The major reasons for decrease of working capital are repayment of major portion of secured 

loans and public issue of shares that means increase in share application money. Purchase of 

large amount of fixed assets also a result in decrease of working capital and operating profit. 

 
 
 

 
STATEMENT OF CHANGES IN WORKING CAPITAL OF LIC 
EMPLOYESS CO-OPERATIVE BANK LTD FOR THE YEAR 2018-2019 

 

Particular 2018 2019 Changes in working capital 

increase decrease 
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Current assets:  
 
108916412 

 
123098630 

 
616170000 

 
31321374 

 
 
158633675 

 
313237650 

 
657870000 

 
37796799 

 
 
49717263 

 
190139020 

 
41700000 

 
6475425 

 
 
------ 

 
------ 

 
------ 

 
------ 

Cash 
 
Fixed deposits 

Central & state securities 

Advances 

Total current assets 879506416 1167538124   

Current liabilities:     

Dividend equalisation fund 19588 27170 7582 ------- 

Provision for exratio 231000 231750 750 ------- 

Common good fund 167900 1359900 ------ 32000 

Overdue interest reserve 1446545 2609417 1162872 ------ 

Interest payable 25458065 31593066 6135001 ------ 

Unclaimed dividend 424916 410661 ------ 14255 

Suspense 1897999 3600412 1702413 ------ 

Audit fee 209820 125000 ------- 84820 

Cheque cancelled 108369 135575 27206 ------ 

Staff salary suspense 11246 11246 ------- ------ 

Locker registration fee 9850 9850 ------ ------ 

Total current liabilities 29985298 38890047 744522532 131075 
(CA-CL) 849521118 1128648077 744391457  

Net increasing working capital 744391457    
Total 38890047 38890047 744522532 744522532 

 
 
 
 

ADJUSTED PROFIT AND LOSS ACCOUNT FOR THE YEAR 2018-2019 
 

Particular Amount 
in lakhs 

particular Amount 
in lakhs 
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To other expenditure 3009792 By deprecation & repair to 
property 

859029 

To closing balance 36441400   

  By income tax -------- 

  
Bt others receipts 390647 

   
 

By gross loss 

 
 

38201516 

Total 39451192 Total 39451192 
 
 
 
 
 
 
 

FUNDS FLOW STATEMENT FOR THE YEAR 2018-2019 
 

Sources Amount in 
lakhs 

application Amount 
in laths 
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Issue of share capital 22749002 Other assets 201168354 

Individual 23788191 Long term loans(H loans) 410836 

Fixtures & furniture 187514 Investments 41700000 

Other tangible 
   

securities(RD&FD loans) 8297245 Fixed deposits 190139020 

Amount overdue considered 20361468 Saving bank deposits ------- 
bad& doubtful of recovery    

  Money at call & short notice ------ 
Gold 6475425   

Other assets 24463 
  

   
Net increasing working 

 
351538902 

  capital  

Total 81879308 Total 81879308 

 
 
 

 
Interpretation: 

 
The major reasons for decrease of working capital are repayment of major of secured 

loans and public issue of shares that means increase in share considered money. Purchase of 

large amount of current assets also a result in decrease of working capital and operating profit. 



 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

CHAPTER- VI 

FINDINGS, SUGGESTIONS 

AND 

CONCLUSION 
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Findings 
 

⮚  The bank working capital is satisfactory in the present year 2017-18 

⮚  The bank profits are operating profits are fluctuating from last four years 

⮚  The bank is having good reserves and surplus position. 
 

⮚   It is observed that the operating profit for the year 2016-17 is very high when 

compared with other years. 

⮚  Current assets are increase in year to year. 

⮚  It has been observed that the funds from operation increasing. 

⮚  It has been observed that the net working capital has stable.
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Suggestion: 

 
⮚  For the improving the financial performance of the bank the following suggestion are 

made. 

⮚  The firm should increase advances in current assets to create sufficient securities for the 

current liabilities. 

⮚  Net working capital is very low; it is suggested to maintain sufficient net working capital. 

⮚  The quantum of the income generated should be improved impressively in order to attain 

higher return on investment. 

⮚  The liquidity of the bank should be improved by maintaining the optimum current assets 

and liquid assets according to standard norms. 
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Conclusion: 
 

By this study it is observed that the company progress is good but still they need to 

improve their performance from management. Basing on analysis how the firms present 

financial position and application and utilisation of the funds also come to know. Based on the study certain 

measures are presented for improving of the financial position of the bank.
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Chapter I
INTRODUCTION
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INTRODUCTION:

HUMAN RESOURCEMANAGEMENT:

Any organisation that is likely to be dynamic growth oriented has to pay attention to the
development of its human resources. Human resources development for workers has been
attempting in a limited way earlier in recent years the professional as well as academicians
have the need for HRD for workers constitute a major resource in any organisation and
therefore any negligence to develop and nurture. Intellectual, psychological, social and
cultural aspects, and higher level of achievement, motivation and self-management skills.

Training and development activities are the main mechanisms through which individual
and aspirations can be achieved with organisational goals and requirements. when training
and development efforts are liked with the organisational requirements and carried out in a
systematic manner throughout the organisation, results in organisational development.

TRAINING AND DEVELOPMENT:

“Training is the organised procedure by which learning knowledge and skills
of an employee for doing a particular job”.

Meaning:

Training is the act of increasing the knowledge and skill of an employee for doing a
particular job. Training is a short-term education process and utilizing systematic and
organized.

Importance of training:

The divisions included in HRM are Recruitment, Payroll, Performance Management,
Training and Development, Retention, Industrial Relation, etc. out of all this divisions, one
such important division is training and development.

Training and Development is a subsystem of an organization. It ensures that
randomness is reduced and learning or behavioural change takes place in structured format.

In the field of human resource management, training and development is the field
concerned with organizational activity aimed at bettering the performance of the individuals
and groups in organizational settings. It has known by several names, including employee
development, and learning and development.
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DEFINITION:

FLIPPO has defined training as “The Act of Increasing the skills of an employee for
doing a particular job”.

Training and development encompasess three main activities: training, education, and
development. Garavan ,Costine, and Heraty, of the IRISH Institute of Training and
development, note that these ideas are often considered to be synonymous. However, to
practitioners,they encompass three separate, although intertrelated, activities:

Training:

Training is a process of learning a sequence of programmed behaviour. It is application
of knowledge. It gives people an awareness of the rules and procedures to guide their
behaviour. It attempts to improve this performance on the current job or prepare them for an
intended job.

Education:

This activity focuses upon the jobs that an individual may potentially hold in the future,
and is evaluated against those jobs.

Development:

This activity focuses upon the activities that the organization employing the individual,
or that the individual is part of, may partake in the future, and is almost impossible to
evaluate.
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OBJECTIVES OF THE STUDY:

The following are the objectives of the study.

 To find out the impact of training on the employees performance at Cream Line Dairy
Products Limited.

 To analyze the effectivenesss of training and development program Cream Line Dairy
Products Limited.

 To understand the different types of training methods used by the company.
 To examine the effectiveness of training in overall development of skills of workforce.
 To study the changes in behavioural pattern due to training.
 To measure the differential change in output due to training.
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NEED FOR THE STUDY:

Training can help employees better understand the information they are given and can
encourage them to play a leading role in the way of organization conducts its affairs. Good
communications and consultations are essential for efficient operation in any organization.
however, their impact is often diminished by a lack of skill or knowledge on the part of the
participants. It is important, therefore ,to provide both managers and employees with training
in the skills and techniques required for communication and consultation .training courses in
particular can be a useful way of giving employees factual information about their
employment because they necessarily include a substantial element of explanation and
provide opportunities for questions to be answered. That makes to undertake the current study
foa analyzing the role played by training and development in Creamline Dairy Product
Limited.
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SCOPE OF THE STUDY:

The scope of the study covers in depth,the various training practices, modules, formats
being followed and is limited to the company The Creamline Dairy Products Limited and its
employees. The topic is restricted to HR department i.e., training and development, and the
research has considered to 60 respondents. The study is limited to training and development
programs for team leaders and team members of the CDPL.
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RESEARCHMETHODOLOGY:

Research methodology:

The details mainly collected through primary sources and as well as secondary source.

Primary data:

Primary data was collected through conducting a survey. This method is the most common
and widely used for primary data collection.

Secondary data:

Secondary data was collected from company’s website, company’s annual records etc.,

Sample size and design:

A sample of 70 people was taken on the basis of random sampling technique.

Research period:

Research work is only carried for 45 days.

Research instrument:

This work is carried out through self-administered questionnaires. The questions include
were dichotomous and offered multiple choices.

Analysis technique:

Graphs, tabulation and percentage method.
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LIMITATIONS OF THE STUDY:

1. The period of study have been very short, so it is some what difficult to make

personal contacts with top level executives of CDPL who were busy in multi-

activities.

2. The employees feel fear of management to reveal the actual facts, so there may be

arise a bias.

3. As the employees are busy with their work schedules, their responses were collected

in parts whenever they were free and a result lack of continuity might have affected

their responses at least to some extent.

4. Most of the candidates are busy with their work and unable to spare sufficient time.

5. All the respondents are not ready to disclose the information and sometimes mislead

by giving wrong data.



Chapter II

INDUSTRIAL PROFILE
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INDUSTRY PROFILE

A dairy is a business enterprise established for the harvesting or processing (or
both) of animal milk – mostly from cows or goats, but also from buffaloes, sheep, horses, or
camels – for human consumption. A dairy is typically located on a dedicated dairy farm or in
a section of a multi-purpose farm (mixed farm) that is concerned with the harvesting of milk.
Terminology differs between countries. For example, in the United States, the entire dairy
farm is commonly called a "dairy." The building or farm area where milk is harvested from
the cow is often called a "milking parlor" or "parlor." The farm area where milk is stored in
bulk tanks is known as the farm's "milk house." Milk is then hauled (usually by truck) to a
"dairy plant," also referred to as a "dairy", where raw milk is further processed and prepared
for commercial sale of dairy products. In New Zealand, farm areas for milk harvesting are
also called "milking parlors", and are historically known as "milking sheds." As in the United
States, sometimes milking sheds are referred to by their type, such as "herring bone shed" or
"pit parlor". Parlor design has evolved from simple barns or sheds to large rotary structures in
which the workflow (throughput of cows) is very efficiently handled. In some countries,
especially those with small numbers of animals being milked, the farm may perform the
functions of a dairy plant, processing their own milk into salable dairy products, such as
butter, cheese, or yogurt.

This on-site processing is a traditional method of producing specialist milk products,
common in Europe. In the United States a dairy can also be a place that processes, distributes
and sells dairy products, or a room, building or establishment where milk is stored and
processed into milk products, such as butter or cheese. In New Zealand English the singular
use of the word dairy almost exclusively refers to a corner shop, or superette. This usage is
historical as such shops were a common place for the public to buy milk products. As an
attributive, the word dairy refers to milk-based products, derivatives and processes, and the
animals and workers involved in their production: for example dairy cattle, dairy goat. A
dairy farm produces milk and a dairy factory processes it into a variety of dairy products.
These establishments constitute the global dairy industry, a component of the food industry.
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History:

Milk producing animals have been domesticated for thousands of years. Initially,
they were part of the subsistence farming that nomads engaged in. As the community moved
about the country, their animals accompanied them. Protecting and feeding the animals were
a big part of the symbiotic relationship between the animals and the herders.

In the more recent past, people in agricultural societies owned dairy animals that they
milked for domestic and local (village) consumption, a typical example of a cottage industry.
The animals might serve multiple purposes (for example, as a draught animal for pulling a
plough as a youngster, and at the end of its useful life as meat). In this case the animals were
normally milked by hand and the herd size was quite small, so that all of the animals could be
milked in less than an hour—about 10 per milker. These tasks were performed by a
dairymaid (dairywoman) or dairyman. The word dairy harkens back to Middle English
dayerie, deyerie, from deye (female servant or dairymaid) and further back to Old English
dæge (kneader of bread).

With industrialization and urbanization, the supply of milk became a commercial
industry, with specialized breeds of cattle being developed for dairy, as distinct from beef or
draught animals. Initially, more people were employed as milkers, but it soon turned to
mechanization with machines designed to do the milking.

Historically, the milking and the processing took place close together in space and
time: on a dairy farm. People milked the animals by hand; on farms where only small
numbers are kept, hand-milking may still be practiced. Hand-milking is accomplished by
grasping the teats (often pronounced tit or tits) in the hand and expressing milk either by
squeezing the fingers progressively, from the udder end to the tip, or by squeezing the teat
between thumb and index finger, then moving the hand downward from udder towards the
end of the teat. The action of the hand or fingers is designed to close off the milk duct at the
udder (upper) end and, by the movement of the fingers, close the duct progressively to the tip
to express the trapped milk. Each half or quarter of the udder is emptied one milk-duct
capacity at a time.

The stripping action is repeated, using both hands for speed. Both methods result in
the milk that was trapped in the milk duct being squirted out the end into a bucket that is
supported between the knees (or rests on the ground) of the milker, who usually sits on a low
stool.

Traditionally the cow, or cows, would stand in the field or paddock while being
milked. Young stock, heifers, would have to be trained to remain still to be milked. In many
countries, the cows were tethered to a post and milked.
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Structure of Industry:

While most countries produce their own milk products, the structure of the dairy
industry varies in different parts of the world. In major milk-producing countries most milk is
distributed through whole sale markets. In Ireland and Australia, for example, farmers' co-
operatives own many of the large-scale processors, while in the United States many farmers
and processors do business through individual contracts. In the United States, the country's
196 farmers' cooperatives sold 86% of milk in the U.S. in 2002, with five cooperatives
accounting for half that. This was down from 2,300 cooperatives in the 1940s. In developing
countries, the past practice of farmers marketing milk in their own neighborhoods is changing
rapidly. Notable developments include considerable foreign investment in the dairy industry
and a growing role for dairy cooperatives. Output of milk is growing rapidly in such countries
and presents a major source of income growth for many farmers.

As in many other branches of the food industry, dairy processing in the major dairy
producing countries has become increasingly concentrated, with fewer but larger and more
efficient plants operated by fewer workers. This is notably the case in the United States,
Europe, Australia and New Zealand.

In 2009, charges of anti-trust violations have been made against major dairy industry
players in the United States, which critics call Big Milk. Another round of price fixing
charges was settled in 2016.

Government intervention in milk markets was common in the 20th century. A limited
anti-trust exemption was created for U.S. dairy cooperatives by the CapperVolstead Act of
1922. In the 1930s, some U.S. states adopted price controls, and Federal Milk Marketing
Orders started under the Agricultural Marketing Agreement Act of 1937 and continue in the
2000s. The Federal Milk Price Support Program began in 1949. The Northeast Dairy
Compact regulated wholesale milk prices in New England from 1997 to 2001.

Plants producing liquid milk and products with short shelf life, such as yogurts,
creams and soft cheeses, tend to be located on the outskirts of urban centers close to
consumer markets. Plants manufacturing items with longer shelf life, such as butter, milk
powders, cheese and whey powders, tend to be situated in rural areas closer to the milk
supply. Most large processing plants tend to specialize in a limited range of products.
Exceptionally, however, large plants producing a wide range of products are still common in
Eastern Europe, a holdover from the former centralized, supply-driven concept of the market
under Communist governments.

As processing plants grow fewer and larger, they tend to acquire bigger, more
automated and more efficient equipment. While this technological tendency keeps
manufacturing costs lower, the need for long-distance transportation often increases the
environmental impact.

Milk production is irregular, depending on cow biology. Producers must adjust the mix
of milk which is sold in liquid form vs. processed foods (such as butter and cheese)
depending on changing supply and demand.
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Farming :

When it became necessary to milk larger cows, the cows would be brought to a shed or
barn that was set up with stalls (milking stalls) where the cows could be confined while they
were milked. One person could milk more cows this way, as many as 20 for a skilled worker.
But having cows standing about in the yard and shed waiting to be milked is not good for the
cow, as she needs as much time in the paddock grazing as is possible. It is usual to restrict the
twice-daily milking to a maximum of an hour and a half each time. It makes no difference
whether one milks 10 or 1000 cows, the milking time should not exceed a total of about three
hours each day for any cow as they should be in stalls and laying down as long as possible to
increase comfort which will in turn aid in milk production. A cow is only physically milked
for about 10 minutes a day depending on her milk letdown time and the amount of milking
per day.

As herd sizes increased there was more need to have efficient milking machines, sheds,
milk-storage facilities (vats), bulk-milk transport and shed cleaning capabilities and the
means of getting cows from paddock to shed and back.

As herd numbers increased so did the problems of animal health. In New Zealand two
approaches to this problem have been used. The first was improved veterinary medicines (and
the government regulation of the medicines) that the farmer could use. The other was the
creation of veterinary clubs where groups of farmers would employ a veterinarian (vet) full-
time and share those services throughout the year. It was in the vet's interest to keep the
animals healthy and reduce the number of calls from farmers, rather than to ensure that the
farmer needed to call for service and pay regularly.

This daily milking routine goes on for about 300 to 320 days per year that the cow stays
in milk. Some small herds are milked once a day for about the last 20 days of the production
cycle but this is not usual for large herds. If a cow is left unmilked just once she is likely to
reduce milk-production almost immediately and the rest of the season may see her dried off
(giving no milk) and still consuming feed. However, once-a-day milking is now being
practiced more widely in New Zealand for profit and lifestyle reasons.

This is effective because the fall in milk yield is at least partially offset by labour and
cost savings from milking once per day. This compares to some intensive farm systems in the
United States that milk three or more times per day due to higher milk yields per cow and
lower marginal labor costs.

Farmers who are contracted to supply liquid milk for human consumption (as opposed
to milk for processing into butter, cheese, and so on—see milk) often have to manage their
herd so that the contracted number of cows are in milk the year round, or the required
minimum milk output is maintained. This is done by mating cows outside their natural
mating time so that the period when each cow in the herd is giving maximum production is in
rotation throughout the year.

Northern hemisphere farmers who keep cows in barns almost all the year usually
manage their herds to give continuous production of milk so that they get paid all year round.
In the southern hemisphere the cooperative dairying systems allow for two months on no
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productivity because their systems are designed to take advantage of maximum grass and
milk production in the spring and because the milk processing plants pay bonuses in the dry
(winter) season to carry the farmers through the midwinter break from milking. It also means
that cows have a rest from milk production when they are most heavily pregnant. Some year-
round milk farms are penalized financially for over-production at any time in the year by
being unable to sell their overproduction at current prices.

Industry Processing:

Dairy plants process the raw milk they receive from farmers so as to extend its
marketable life. Two main types of processes are employed: heat treatment to ensure the
safety of milk for human consumption and to lengthen its shelf-life, and dehydrating dairy
products such as butter, hard cheese and milk powders so that they can be stored.

Cream and Butter:

Today, milk is separated by huge machines in bulk into cream and skim milk. The cream
is processed to produce various consumer products, depending on its thickness, its suitability
for culinary uses and consumer demand, which differs from place to place and country to
country.

Some cream is dried and powdered, some is condensed (by evaporation) mixed with
varying amounts of sugar and canned. Most cream from New Zealand and Australian
factories is made into butter. This is done by churning the cream until the fat globules
coagulate and form a monolithic mass. This butter mass is washed and, sometimes, salted to
improve keeping qualities. The residual buttermilk goes on to further processing. The butter
is packaged (25 to 50 kg boxes) and chilled for storage and sale. At a later stage these
packages are broken down into home-consumption sized packs.

Skimmed Milk:

The product left after the cream is removed is called skim, or skimmed, milk. To make
a consumable liquid a portion of cream is returned to the skim milk to make low fat milk
(semi-skimmed) for human consumption. By varying the amount of cream returned,
producers can make a variety of low-fat milks to suit their local market. Other products, such
as calcium, vitamin D, and flavouring, are also added to appeal to consumers.

Casein:

Casein is the predominant phosphoprotein found in fresh milk. It has a very wide range
of uses from being filler for human foods, such as in ice cream, to the manufacture of
products such as fabric, adhesives, and plastics.

Cheese:

Cheese is another product made from milk. Whole milk is reacted to form curds that
can be compressed, processed and stored to form cheese. In countries where milk is legally
allowed to be processed without pasteurization, a wide range of cheeses can be made using
the bacteria naturally in the milk. In most other countries, the range of cheeses is smaller and
the use of artificial cheese curing is greater. Whey is also the byproduct of this process. Some
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people with lactose intolerance are surprisingly able to eat certain types of cheese. This is
because some traditionally made hard cheeses, and soft ripened cheeses may create less
reaction than the equivalent amount of milk because of the processes involved. Fermentation
and higher fat content contribute to lesser amounts of lactose. Traditionally made Emmental
or Cheddar might contain 10% of the lactose found in whole milk. In addition, the aging
methods of traditional cheeses (sometimes over two years) reduce their lactose content to
practically nothing. Commercial cheeses, however, are often manufactured by processes that
do not have the same lactose-reducing properties. Ageing of some cheeses is governed by
regulations; in other cases there is no quantitative indication of degree of ageing and
concomitant lactose reduction, and lactose content is not usually indicated on labels.

Whey:

In earlier times, whey or milk serum was considered to be a waste product and it was,
mostly, fed to pigs as a convenient means of disposal. Beginning about 1950, and mostly
since about 1980, lactose and many other products, mainly food additives, are made from
both casein and cheese whey.

Yogurt:

Yogurt (or yoghurt) making is a process similar to cheese making; only the process is
arrested before the curd becomes very hard.

Milk Powders:

Milk is also processed by various drying processes into powders. Whole milk, skim milk,
buttermilk, and whey products are dried into a powder form and used for human and animal
consumption. The main difference between production of powders for human or for animal
consumption is in the protection of the process and the product from contamination. Some
people drink milk reconstituted from powdered milk, because milk is about 88% water and it
is much cheaper to transport the dried product.

Other Milk Products:

Kumis is produced commercially in Central Asia. Although it is traditionally made from
mare's milk, modern industrial variants may use cow's milk instead.

Originally, milking and processing took place on the dairy farm itself. Later, cream was
separated from the milk by machine on the farm, and transported to a factory to be made into
butter. The skim milk was fed to pigs. This allowed for the high cost of transport (taking the
smallest volume high-value product), primitive trucks and the poor quality of roads. Only
farms close to factories could afford to take whole milk, which was essential for cheese
making in industrial quantities, to them.

Originally milk was distributed in 'pails', a lidded bucket with a handle. These proved
impractical for transport by road or rail, and so the milk churn was introduced, based on the
tall conical shape of the butter churn. Later large railway containers, such as the British
Railway Milk Tank Wagon were introduced, enabling the transport of larger quantities of
milk, and over longer distances.
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The development of refrigeration and better road transport, in the late 1950s, has meant
that most farmers milk their cows and only temporarily store the milk in large refrigerated
bulk tanks, from where it is later transported by truck to central processing facilities.

In many European countries, particularly the United Kingdom, milk is then delivered
direct to customers' homes by a milk float.

Milking Machines:

Milking machines are used to harvest milk from cows when manual milking becomes
inefficient or labour-intensive. One early model was patented in 1907. The milking unit is the
portion of a milking machine for removing milk from an udder. It is made up of a claw, four
teatcups, (Shells and rubber liners) long milk tube, long pulsation tube, and a pulsator. The
claw is an assembly that connects the short pulse tubes and short milk tubes from the teatcups
to the long pulse tube and long milk tube. (Cluster assembly) Claws are commonly made of
stainless steel or plastic or both. Teatcups are composed of a rigid outer shell (stainless steel
or plastic) that holds a soft inner liner or inflation. Transparent sections in the shell may allow
viewing of liner collapse and milk flow. The annular space between the shell and liner is
called the pulse chamber.

Milking machines work in a way that is different from hand milking or calf suckling.
Continuous vacuum is applied inside the soft liner to massage milk from the teat by creating a
pressure difference across the teat canal (or opening at the end of the teat). Vacuum also
helps keep the machine attached to the cow. The vacuum applied to the teat causes
congestion of teat tissues (accumulation of blood and other fluids). Atmospheric air is
admitted into the pulsation chamber about once per second (the pulsation rate) to allow the
liner to collapse around the end of teat and relieve congestion in the teat tissue. The ratio of
the time that the liner is open (milking phase) and closed (rest phase) is called the pulsation
ratio.

The four streams of milk from the teatcups are usually combined in the claw and
transported to the milkline, or the collection bucket (usually sized to the output of one cow)
in a single milk hose. Milk is then transported (manually in buckets) or with a combination of
airflow and mechanical pump to a central storage vat or bulk tank. Milk is refrigerated on the
farm in most countries either by passing through a heatexchanger or in the bulk tank, or both.

The photo to the right shows a bucket milking system with the stainless steel bucket
visible on the far side of the cow. The two rigid stainless steel teatcup shells applied to the
front two quarters of the udder are visible. The top of the flexible liner is visible at the top of
the shells as are the short milk tubes and short pulsation tubes extending from the bottom of
the shells to the claw. The bottom of the claw is transparent to allow observation of milk flow.
When milking is completed the vacuum to the milking unit is shut off and the tea cups are
removed.

Milking machines keep the milk enclosed and safe from external contamination. The
interior 'milk contact' surfaces of the machine are kept clean by a manual or automated
washing procedures implemented after milking is completed.
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Milk contact surfaces must comply with regulations requiring food-grade materials
(typically stainless steel and special plastics and rubber compounds) and are easily cleaned.

Most milking machines are powered by electricity but, in case of electrical failure, there
can be an alternative means of motive power, often an internal combustion engine, for the
vacuum and milk pumps.

Bail-Style Sheds:

This type of milking facility was the first development, after open-paddock milking, for
many farmers. The building was a long, narrow, lean-to shed that was open along one long
side. The cows were held in a yard at the open side and when they were about to be milked
they were positioned in one of the bails (stalls). Usually the cows were restrained in the bail
with a breech chain and a rope to restrain the outer back leg. The cow could not move about
excessively and the milker could expect not to be kicked or trampled while sitting on a (three-
legged) stool and milking into a bucket. When each cow was finished she backed out into the
yard again. The UK bail, initially developed by Wiltshire dairy farmer Arthur Hosier, was a
six standing mobile shed with steps that the cow mounted, so the herdsman didn't have to
bend so low. The milking equipment was much as today, a vacuum from a pump, pulsators, a
claw-piece with pipes leading to the four shells and liners that stimulate and suck the milk
from the teat. The milk went into churns, via a cooler.

As herd sizes increased a door was set into the front of each bail so that when the milking
was done for any cow the milker could, after undoing the leg-rope and with a remote link,
open the door and allow her to exit to the pasture. The door was closed, the next cow walked
into the bail and was secured. When milking machines were introduced bails were set in pairs
so that a cow was being milked in one paired bail while the other could be prepared for
milking. When one was finished the machine's cups are swapped to the other cow. This is the
same as for Swing over Milking Parlors as described below except that the cups are loaded on
the udder from the side. As herd numbers increased it was easier to double-up the cup-sets
and milk both cows simultaneously than to increase the number of bails. About 50 cows an
hour can be milked in a shed with 8 bales by one person. Using the same tea cups for
successive cows has the danger of transmitting infection, mastitis, from one cow to another.
Some farmers have devised their own ways to disinfect the clusters between cows.

Herringbone Milking Parlours:

In herringbone milking sheds, or parlours, cows enter, in single file, and line up almost
perpendicular to the central aisle of the milking parlour on both sides of a central pit in which
the milker works (you can visualize a fishbone with the ribs representing the cows and the
spine being the milker's working area; the cows face outward). After washing the udder and
teats the cups of the milking machine are applied to the cows, from the rear of their hind legs,
on both sides of the working area. Large herringbone sheds can milk up to 600 cows
efficiently with two people.

Swing Over Milking Parlors:
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Swing over parlors are the same as herringbone parlors except they have only one set of
milking cups to be shared between the two rows of cows, as one side is being milked the
cows on the other side are moved out and replaced with unmilked ones. The advantage of this
system is that it is less costly to equip, however it operates at slightly better than half-speed
and one would not normally try to milk more than about 100 cows with one person.

Rotary Milking Sheds:

Rotary milking sheds (also known as Rotary milking parlor) consist of a turntable with
about 12 to 100 individual stalls for cows around the outer edge. A "good" rotary will be
operated with 24–32 (~48–50+) stalls by one (two) milkers. The turntable is turned by an
electric-motor drive at a rate that one turn is the time for a cow to be milked completely. As
an empty stall passes the entrance a cow steps on, facing the center, and rotates with the
turntable. The next cow moves into the next vacant stall and so on. The operator, or milker,
cleans the teats, attaches the cups and does any other feeding or whatever husbanding
operations that are necessary. Cows are milked as the platform rotates. The milker, or an
automatic device, removes the milking machine cups and the cow backs out and leaves at an
exit just before the entrance. The rotary system is capable of milking very large herds—over
a thousand cows.

Automatic Milking Sheds:

Automatic milking or 'robotic milking' sheds can be seen in Australia, New Zealand, the U.S.,
Canada, and many European countries. Current automatic milking sheds use the voluntary
milking (VM) method. These allow the cows to voluntarily present themselves for milking at
any time of the day or night, although repeat visits may be limited by the farmer through
computer software. A robot arm is used to clean teats and apply milking equipment, while
automated gates direct cow traffic, eliminating the need for the farmer to be present during
the process. The entire process is computer controlled.

Supplementary Accessories in Sheds:

Farmers soon realized that a milking shed was a good place to feed cow’s
supplementary foods that overcame local dietary deficiencies or added to the cows' wellbeing
and production. Each bail might have a box into which such feed is delivered as the cow
arrives so that she is eating while being milked. A computer can read the ear tag of each
animal to ration the correct individual supplement. A close alternative is to use 'out-of-parlor-
feeders', stalls that respond to a transponder around the cow's neck that is programmed to
provide each cow with a supplementary feed, the quantity dependent on her production, stage
in lactation, and the benefits of the main ration.

The holding yard at the entrance of the shed is important as a means of keeping cows
moving into the shed. Most yards have a powered gate that ensures that the cows are kept
close to the shed.
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Water is a vital commodity on a dairy farm: cows drink about 20 gallons (80 litres) a
day, sheds need water to cool and clean them. Pumps and reservoirs are common at milking
facilities. Water can be warmed by heat transfer with milk.

Temporary Milk Storage:

Milk coming from the cow is transported to a nearby storage vessel by the airflow
leaking around the cups on the cow or by a special "air inlet" (5-10 l/min free air) in the claw.
From there it is pumped by a mechanical pump and cooled by a heat exchanger. The milk is
then stored in a large vat, or bulk tank, which is usually refrigerated until collection for
processing.

Waste Disposal:

In countries where cows are grazed outside year-round, there is little waste disposal to
deal with. The most concentrated waste is at the milking shed, where the animal waste may
be liquefied (during the water-washing process) or left in a more solid form, either to be
returned to be used on farm ground as organic fertilizer.

In the associated milk processing factories, most of the waste is washing water that is
treated, usually by composting, and spread on farm fields in either liquid or solid form. This
is much different from half a century ago, when the main products were butter, cheese and
casein, and the rest of the milk had to be disposed of as waste (sometimes as animal feed).

In dairy-intensive areas, various methods have been proposed for disposing of large
quantities of milk. Large application rates of milk onto land, or disposing in a hole, is
problematic as the residue from the decomposing milk will block the soil pores and thereby
reduce the water infiltration rate through the soil profile. As recovery of this effect can take
time, any land-based application needs to be well managed and considered. Other waste milk
disposal methods commonly employed include solidification and disposal at a solid waste
landfill, disposal at a wastewater treatment plant, or discharge into a sanitary sewer.

Associated Diseases:

Dairy products manufactured under unsanitary or unsuitable conditions have an
increased chance of containing bacteria. Proper sanitation practices help to reduce the rate of
bacterial contamination, and pasteurization greatly decreases the amount of contaminated
milk that reaches the consumer. Many countries have required government oversight and
regulations regarding dairy production, including requirements for pasteurization

 Leptospirosis is an infection that can be transmitted to people who work in dairy
production through exposure to urine or to contaminated water or soil.

 Cowpox is a virus that today is rarely found in either cows or humans. It is a
historically important disease, as it led to the first vaccination against the now
eradicated smallpox.

 Tuberculosis is able to be transmitted from cattle mainly via milk products that are
unpasteurized. The disease has been eradicated from many countries by testing for
the disease and culling suspected animals.
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 Brucellosis is a bacterial disease transmitted to humans by dairy products and direct
animal contact. Brucellosis has been eradicated from certain countries by testing for
the disease and culling suspected animals.

 Listeria is a bacterial disease associated with unpasteurized milk, and can affect some
cheeses made in traditional ways. Careful observance of the traditional cheese
making methods achieves reasonable protection for the consumer.

 Crohn's disease has been linked to infection with the bacterium M. paratuberculosis,
which has been found in pasteurized retail milk in the UK and the USA. M.
paratuberculosis causes a similar disorder, Johne's disease, in livestock

DAIRY INDUSTRY IN INDIA:

India has the world’s largest cattle &buffalo populations adapted to tropical climate
and poor nutrition and environment. According to Livestock censes 1982, India’s bovine
population was 191 million cattle and 69 million buffaloes. Milk production gives
employment to 70 million dairy farms. In terms of total production India ranks 2nd to USA
with a production of 71 million tons in 1997 – 1998. The production of various products in
2002 was 428000 metric tons.

APDDCF was formed in Oct 1981 to implement operation flood-II program through
involvement of producers in organizing milk production procurement processing and it will
low due to rapid population growth. It was 178 gram/day in 1990. There was only an increase
of 50 grams per day from 1980-90. It is expected that milk availability will reach 213
gram/capital days by 200 A.D as against 300 scientists. Today India ranks first in Milk
production in the world.

Dairy Development in India:

Dairy development in India received a fillip after independence when industrialization
and awakening the establishment of organized milk collection, processing distribution of milk
to cater the needs of the expanded urban population. Planned development was first taken up
in the first 5 year plan (1951-56). The main deterrent factors for milk production were in
adequate of suitable marketing structure in the rural areas. Milk was being marketed in the
form of ghee which did not provide sufficient income to the farmers to take up the daring.
Some of the dairy units also established a chain of trill collection and chilling centers in the
rural areas to aboard necessary facilities for handling milk in large volume and for long
distance transport without spoilage. These processing centers have had a stimulating effect on
the dairy industry in the country.

India has world’s largest cattle population however, per capital population in very less
compared to developed nations. Dairy farming has now become an important agro business.

First dairy farm was established by military at Allahabad in 1980, British troops got
milk supplies from that farm. It also organized cross breeding with European cattle breeds.

India is a country of villages where farmers have small land holdings. Money lenders
lend money at very high interest rates. They exploited the farmers who were poor.
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As a result large number of farmers in Pune and Ahmednagar opened hostilities against
money lenders in 1879. Subsequently land Improvement Act, 1883, and Agriculture Act 1884
were passed to advance loans at reasonable rates of interest to farmers. The Government
realized that the Cooperative Credit Society Act was essential, but enacted the following
short comings.

 Only credit societies are registered.
 Classification of the societies into urban and rural was scientific.
 It was selected regarding distribution of profit thus another Act named the

Cooperative Societies Act 1912 was enacted. The act took care of credit under the
supervision of central bank.

The Cooperative Unions remained control subjects. In the year 1919 cooperative
societies become a state subject & fell within the scope of provision legislative. Each
provinces stated formulations of their requirements. After intendance the cooperative
movement made rapid studies and government adopted the policy of promoting of
cooperative movement for establishing economic welfare in the country. The cooperative
sectors were given an implement place in the new economy and acted as a balance between
private sector & public sector. It becomes pace with the progress of movement and there
should be uniformity of Cooperative Society Act 1956 was amended 19 times to suit the
changing circumstances.

Hence the government of India nap pointed a committee in 1956 to review Cooperative
Societies Acts in different states and prepared a model bill.

AP DAIRY DEVELOPMENT COOPERATIVE FEDERATION (APDDCF):

APDDCF was formed in 1981 to implement operation flood-II program through active
involvement of produces in organizing milk production, procurement processing &marketing
on “three tier” cooperative structure as per the national policy of India. The Three Tire
System consists of primary dairy is operative societies at village level cooperative union at
district level and federation at the state level.

Planning investment in operation flood-II

Plan – 34.43 Crs

Plan – 247.53 Crs

Plan – 187.00 Crs

Plan – 349.17 Crs

Plan – 1166.00 Crs

Plan – 600.00 Crs

Plan – 1700.00 Crs
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Milk Products:

The surplus milk matter meeting requirement of the liquid milk is being converted in to
products like food milk powder, ghee, butter, sterilized milk, doodhpeda, etc. all these
products are subject to strict quality control before being dispatched.

The AP Dairy Development federation has got products manufacturing units in AP and
Telangana states. Namely

1. Milk products factory, Hyderabad

2. Milk products factory, Chittor

3. Milk products factory, Nandyala

4. Milk products factory, Proddutoor

5. Sangam Dairy, Vadlamudi

6. Milk products factory, Vijayawada

7. Milk products factory, Nalgonda Rangareddy

8. Milk products factory, Karim Nager Dairy

The marketing dividion of the federation is doing marketing of the milk produced by the
above units. Public relation advertisement, training are controlled by the Joint Director
(Training and Marketing). The marketing wing consists of 38 members of employees
presently.

Organization of a Dairy Farm:

There are many activities involved in successful running of a dairy farm. Each one of
these activities is as important as any other for profitable dairy farming. Coordination of all
these activities in a dairy farm is known as organization of the dairy farm.

Management of Animals:

The successes of dairy depend upon the good health and wellbeing of the cows and
buffaloes maintained in the dairy and their production. The various aspects to be considered
are

o Housing
o Feeding
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o Breeding
o Disease Control

Management of Labour:

Labour is becoming costly and scarce and hence organizing them is becoming
more difficult. The farm should be so planned that it shall be possible to completely
manage with family labour. Hired labour should be minimum and used only for such
operations as sowing, harvesting etc. Permanent labour if employed should be minimum
but provided with all facilities like housing and should be well paid and looked after so
that they will work wholeheartedly.

Management of Equipment:

Small dairies may have less equipment and machinery like chilling plant pasteurizing
plant, tractor trailer harvester, and such other agricultural equipment’s. These have to be kept
in good working condition so that all dairy and agricultural operation will go on normally so
that all dairy and agricultural operations will go on normally and milk may be transported in
good condition for marketing.

Management of Milk and Milk Products:

The profitability of a dairy depends upon the farm in which the milk is disposed of.
Selling in cities fetches more money than in smaller towns. Milk transported to longer
distances may cost more on transport. There is a chance of spoilage if more time is allowed
between milking and sale, unless milk pasteurized and preserved properly.

Record Keeping:

Record keeping is important I a dairy which will enable us to know that actual position
of the dairy in all aspects to enable us to plan properly. Records may pertain to all aspects of
dairying viz, feeding, breeding and management. It will enable the farmer to breed the cows
in time to give balanced rations according to mild yield to know the actual production of milk
of individual cows, to know profit and loss in the farm etc.,

Opportunities in Dairy Farming:

Dairy is one of the important sides of businesses. A cattle nrearaing are an age old
practice & almost all the land holding people keep on agriculture operations.

Dairy enterprise is an efficient and labour intensive business, so that the whole family
of the whole family of the farmer is pressed into service & they are able to produce some
productive response from the limited holding, utilizing agricultural by productive and wastes
that will go to waste otherwise. Both males and females & old and young can be usefully
employed for different types of work in a dairy farm.

The byproducts of dairy industry like skim milk, when etc., can be fed to other
livestock. The skim milk is of high value and can be used for poultry and swim with more
profits. Farmers who sell milk fat in the form of butter & ghee produce skim milk. This can
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be effectively used in feeding pigs and poultry since skim milk is an excellent source of
protein, minerals and vitamins.

The dairy industry can also provide various job opportunities to the millions of the
rural and urban population apart from providing the various opportunities.

Legal Standards:

In India the various standards for dairy industry are formulated by four agencies.

1. The Indian Standards Institution (ISI)

2. Central Committee for Food Standards (CCFS)

3. Directorate of Marketing & Inspection (AGMARK)

4. Defense Service

These four agencies have their different spears of activities, although all try to work in
closest collaboration. The standards by ISI are to be adopted on voluntary basis. The CCFS is
statutory body which not only lays down standards for food products including dairy products
but also enforces the same, in consultation of CCFS and the government of India. Ministry of
Health frames prevention of food adulteration rule under The Prevention of Food
Adulteration Act. The current set of rules is known as prevention of food adulteration rules
1976 under AGMARK scheme. Provision exists for grading ghee only amongst the dairy
products. The different services have their separate standards for their own requirements.

Standardized milk is milk who’s fat & SNF have been adjusted to a certain predetermined
level under PFA rules (1976). The standardized milk for liquid consumption should contains
a minimum 0f 4.5 and 8.5 SNF through the country.

National Dairy Development Board:

The National Dairy Development Board’s creation is rooted in the conviction that our
nation’s socio-economic progress lies largely on the development of rural India.

The National Dairy Development Board was created to promote, finance and support
producer-owned and controlled organizations. NDDB’s programs and activities seek to
strengthen farmer cooperatives and support national policies that are favorable to the growth
of such institutions. Fundamental to NDDB’s efforts are cooperative principles and
cooperative strategies.

The National Dairy Development Board (NDDB) was founded in 1965 to replace
exploitation with empowerment, tradition with modernity, stagnation with growth,
transforming dairying into an instrument for the development of India’s rural people. NDDB
began its operations with the mission of making dairying a vehicle to a better future for
millions of grassroots milk producers. The mission achieved thrust and direction with the
launching of “Operation Flood”, a program extending over 26 years and which used World
Bank loan to finance India’s emergence as the world’s largest milk producing nation.
Operation Floods third phase was completed in 1996 and has to its credit a number of
significant achievements. Since its inception, the Dairy Board has planned and spearheaded
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India’s dairy programs by placing dairy development in the hands of milk producers and the
professionals they employ to manage their cooperatives. In addition, NDDB also promotes
other commodity based cooperatives, allied industries and veterinary biological on an
intensive and nationwide basis. The National Dairy Development Board has been constituted
as a body corporate and declared an institution of national importance by an Act of India’s
Parliament. The National Dairy Development Board initially registered as a society under the
Societies Act, 1860. And was merged with the erstwhile Indian Dairy Corporation, a
company formed and registered under the Companies Act, 1956, by an Act of India’s
Parliament – the NDDB Act,1987 9 37 of 1987), with effect from 12 October, 1987. The new
body corporate was declared an institution of national importance by the Act.The general
super intendance, direction, control and manageme nt of NDDB’s affairs and business vests
with the Board of Directors.

Government Schemes to Development of Dairy Firms:

 Integrated dairy development scheme – This scheme is 100% financed by GOI. This
scheme is run with the objective to increase milk, milk procurement, processing and
milk marketing in the state. Assistance is received from GOI for expansion of existing
dairy/chilling plant, for purchase of AMCU/BMC, for construction of cattle feed go
down, for purchase of audio visual kit and also for organization of societies. Under
society organization assistance is received for milk testing equipment, stationary,
managerial subsidy, head load subsidy, green fodder minikit, working capital,
vaccination, first aid milch cattle, training & purchase of animals.

 Assistance to cooperatives – Under this scheme heavy subsidy is provided to such
milk unions which are running in constant loss and are financially weak, with the
objective to make them viable. Milk unions selected under this rehabilitation plan are
provided with financial assistance by ministry of Agriculture, GOI. Accumulated
losses of milk unions subsidized by GOI & state government in the ratio of 50:50.

 Strengthening infrastructure for quality & clean milk production – Milk producers are
thought to produce clean milk under this scheme. They are helped with training, use
of detergent, antiseptic solution, muslin cloth, utensils etc. Testing labs are
strengthened under this scheme for purchase of Bulk Milk Coolers. 75% subsidy is
granted from GOI.

 Fodder Development Project – Fodder Development Project is running in this
department by subsidy of GOI. Under this scheme fodder seed is provided to milk
producers for green fodder to animals. Under this scheme 75% is borne by rest 25%
borne by Institution.

 Central Quality Assurance Lab (Central Lab) – By courtesy of the Food Processing
Ministry, GOI an amount of Rs 166.00 lakh has been approved as grant by the
Government of India for the setting up and strengthening of the Central Lab Rs
128.00 lakh have been received against approval.

The quality assurance department mainly develops kits and testing strips for checking
adulteration of milk and provides them to units as well as consumers.

Under the consumer awareness program, training camps are held in different districts and
important information provided to consumers about milk adulteration. This lab has been set
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up in the campus of Luck now Milk Union and at present its incharge is Mrs. Shabnam
Chopra. Anyone can get milk sample tested after paying the required fees.

 Mahila Dairy Scheme (STEP)

Proposed facilities under the scheme:

 Support to mahila dairy societies – The following items is given subsidy under
this program testing, equipment, managerial subsidy, first aid kit and mixing,
AI equipment.

 Support to women members – Subsidy cattle feed and subsidy de-worming
and vaccination & insurance of their cattle.

 Training and awareness program – Free training is given to secretary &
management committee member, chairman of society, first aid worker, A.I.
worker, health education program, green fodder program, women education
program, farmer induction program & child care program.

MILK PRODUCTION IN INDIA:

Milk production in india
Year Production(million tones) Per capita availability

(grs/day)
2001-02 84.4 225
2002-03 86.2 230
2003-04 88.1 231
2004-05 92.5 233
2005-06 97.1 241
2006-07 102.6 251
2007-08 107.9 260
2008-09 112.2 266
2009-10 116.4 273
2010-11 121.8 281
2011-12 127.9 290
2012-13 132.4 299
2013-14 137.7 307
2014-15 146.3 322
2015-16 155.5 337
2016-17 165.4 355
2017-18 176.3 375
2018-19
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Dairy Co-operatives

The National Dairy Development Board NDDB) was established in 1965 with the
mission of making dairying a vehicle to a better future for millions of grassroots milk
producers. This commitment has been rewarded with India’s emergence as the world’s
largest milk producing nation. The Board’s programs and activities seek to strengthen the
functioning of dairy co-operatives by providing them financial assistance and technical
expertise in milk production, employment generation, availability of milk, foreign exchange
savings and increased farmer incomes.

Dairy co-operatives account for the major share of processed liquid milk
marketed in the country. Milk is processed and marketed by 170 Milk Producer’s
Cooperative Unions and 15 State Co-operative Milk Marketing Federations. Over the years,
brands created by cooperatives have become synonymous with quality and value. Brands like
Amul (GCMMF), Vijaya (AP), Verka (Punjab), Saras (Rajasthan), Nandini (Karnataka),
Milma (Kerala) and Gokul (Kolhapur) are among those that have earned customer confidence.

Some of the major Dairy Cooperative Federations include:

Andhra Pradesh Diary Development Cooperative Federation Ltd (APDDCF)

Bihar State Cooperative Milk Producers Federation Ltd (COMPEED)

Gujarat Cooperative Milk Marketing Federation Ltd (GCMMF)

Haryana Dairy Development Cooperative Federation Ltd (HDDF)

Himachal Pradesh State Cooperative Milk Producers Federation Ltd (HPSCMPF)

Karnataka Cooperative Milk Producers Federation Ltd (KMF)

Kerala State Cooperative Milk Marketing Federation Ltd (KCMMF)

Madhya Pradesh State Cooperative Dairy Federation Ltd (MPCDF)

Maharashtra Rajya Sahakari Maryadit Dugdh Mahasangh

Odessa State Cooperative Milk Producers Ltd (OMFED)

Pradeshik Cooperative Dairy Federation Ltd (PCDF)

Punjab State Cooperative Milk Producers Federation Ltd (MILKFED)

Rajasthan Cooperative Dairy Federation Ltd (RCDF)

Tamilndu Cooperative Milk Producers Federation Ltd (TCMPF)

West Bengal Cooperative Milk Producers Federation Ltd (WBCMPF)
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DAIRYING IN ANDHRA PRADESH

The program of dairy was initially started with the commendable help of the United
Nations International Children’s Emergency Fund (UNICEF), Food and Agriculture
Organization (FAO), Freedom from Hunger Campaign Organization of UK. This
organization assisted a lot of establishment of dairy units at Hyderabad and Vijayawada
in 1967 and 1969, respectively which led to pioneer dairy development in Andhra
Pradesh lattes a set of cooling & chilling centers have been step to feed these gigantic
units.

The milk producers have been facing either a lot of problems in the process of
production & marketing of milk improper transport facility poor technology ad absence
of price part facility, poor technology and absence of price particularly during etc. it was
at this context the Government of AP has viewed to constitute a dairy development
corporation. More than 3.5 lakhs milk producers get 20 Cr rupees per Annual for
supplying of milk of which 69% of total benefits belongs to small and marginal farmers,
agriculture labour and other weaker section of the rural community. The estimated milk
production is 40 Lakhs liters per day. Today a strong wave of white revolution is
sweeping creating a new hope of eliminating socio economic in balances. AP is posed to
be the dairy land of India playing an important role on the National Milk grid. With the
implementation of operation flood II program in AP the tamps of dairy development has
gained a momentum proved a thrust to eradicate poverty and unemployment in rural
areas brought graters awakening & confidence among the producers to manage their own
affairs through dairy cooperative of AP. The dairy federation is marching a head with
dairy cooperatives to herald a new era of prosperity.

Financial Assistance:

The National Cooperative Development Corporation (NCDC) has been
providing finical Assistance to dairy cooperatives for organization medium and small
sized dairy processing plants and milk chilling centers. The corporation has sanctioned a
total loan assistance of Rs. 6.33 Lakh for establishment of 29 cooperative dairy units
comprising 17 chilling centers and 12 cooling centers.

DAIRING INDUSTRY IN KRISHNA DISTRICT

Krishna District with its rich heritage and abundant natural resources is
famous for Dairying and Agriculture from the beginning. Krishna District extends over
an area of 8727 sq.kms with a coastline of 88 Kms. The district has 967 inhabited
villages. It has 33% of urban population being second highest in the State next to
Hyderabad. The district is divided in to Delta and Upland Zones. Endowed with rich
varieties of soils the district occupies an important place in agriculture.

The Dairying and Agriculture activities have gained momentum with the
construction of the dam across the river Krishna by Sir Arthur Cotton. Even now Krishna
District occupies an important place with reference to Dairying in Andhra Pradesh. It has
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total cattle population of 8,81,502 out of which breedable cattle are 4,52,209 (cows 38,505
and buffaloes 4,13,704). It has the distinction of starting dairy activities under organised
sector in A.P. in the early sixties of 20th century. The first powder plant of South India was
established in Vijayawada. With all its inherent features and natural resources, Krishna
District is still continuing as the leader in dairying, maintaining International Standards, and
won ISO 9001:2000 and HACCP certification-for its Milk Products Factory. The present
turnover of the union business is around Rs.120 Crores.

Cattle are the backbone of Agriculture and plays a major role in all agricultural
operations from the time of ERUWAKA (Inaugurations of tilling operation) to the time of
SANKRANTHI when the crop is harvested and shifted to the houses of the farmers.

Dairy occupies 2nd place in earning livelihood next to agriculture in Krishna
district, as the cattle wealth in this district is more. The dairy development union after
changing different mgt systems is now stepping into cooperative sector to help the small and
backward farmers by making them members of the union.

Krishna district with its charge area claims notable place in agricultural activities. It
is a long time aptitude for the agricultural formers to possess dairy cattle along with cattle far
agriculture. This aspect has drawn the attention of the officials of UNICEF, FAO and
government of India. After analyzing the dairy prospects, they expressed the view that there
could be bright future for dairy scheme in Krishna district. Accordingly a survey was
undertaken to explore that market for surplus milk in 1960-61. This marks the first step in
development the dairy industry in the state.

PLANTS OPERATING IN INDIA

Dairy Plants Number Capacity (000’Lt/day)

Cooperative 2123 28394

Private 403 32415

Others 63 12170

Total 678 72979



Chapter III
COMPANY PROFILE
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Company profile:

Creamline Dairy Products Limited (CDPL) is a leading Private Dairy player in
Southern India with its operations spanning across Telangana, Andhra Pradesh, Tamilnadu,
Karnataka and Nagpur in Maharashtra. Its products are sold under the brand name
`CREAMLINE’. Since inception in 1986, the company has been growing consistently under
the visionary leadership of Promoter Directors, an efficient Operating team and the
unrelenting efforts of committed workforce.The company has excellent infrastructure at
strategic locations comprising of 34 Milk Chilling Centers, 8 Associate Milk Chilling Centers.
84 Bulk Milk Cooling units, 6 Composite Dairy Plants and one state of the art milk powder
plant at Ongole. While all the dairies are ISO 22000 certified, the powder plant also has a
certification from Export Inspection Agency qualifying the `CREAMLINE’ products for
exports. The combined processing capacity of milk & milk products is 9.76 LLPD which
includes 1.50 LLPD of drying facility at Ongole, A.P. The company markets its products
through a well laid distribution network comprising of distributors, agents, parlors and
exclusive franchise outlets. More than 5000 agents currently sell the milk and milk products
of Creamline. Its cultured milk products consisting of Curd, Lassi and Butter Milk has, within
a short span of time, captured a significant market share and enjoys a high brand equity
amongst the consumers. CDPL constantly endeavors to delight its customer ranging from
household to HORECA and prestigious institutions with its quality of products and
continuous innovation. The company achieved a turnover of 1000 plus crore in the FY 2016-
2017.

CDPL became a subsidiary of M/s Godrej Agrovet Limited, the largest manufacturer
of animal feed in the country, after having acquired a majority stake of more than 51% equity
in December 2015. CDPL is now strategically positioned to fully leverage the potential and
function as an end to end provider in the entire agri value chain. The company has chalked
out ambitious growth plans both organic and inorganic, while also expanding its product
portfolio with people.

Creamline entered the milk market in 1991-92:
We faltered on our quarterly repayments to SFC and they came to seal our

premises,says Reddy. The promoters salvaged the situation by raising some money pledging
family jewels.Just when it seemed they were sinking into a bottomless pit, the Narasimha Rao
government introduced economic reforms in the country in late 1991. With deregulation
coming into force, Creamline suddenly felt shackles coming off them and opportunities
opening up.

Creamline entered the milk market, and started selling CREAMLINE milk in pouches.
They advertised in local papers and sought subscribers for direct home delivery.There was
good response. We received about 169 calls on the first Sunday we placed an ad in a Telugu
paper. The next day we personally visited all the households and took their subscriptions. In a
month’s time we had about 500 subscribers for 1 liter milk daily,” says Reddy. Creamline
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milk was priced on par with government brand Vijaya at Rs.6 per 1 liter packet. For
customers who were annoyed with the rude behavior of milk agents of Vijaya, the private
player was a welcome option that they were willing to check out.Within 6 months, their
supply grew to 1600 liters daily. “As our subscription base started expanding exponentially,
our milk procurement levels also went up,” says Reddy.The company looked for ways to
increase its procurement. Two directors were in touch with cattle owners. They supplied them
with seed to grow grass for their cattle and did everything possible to increase the
productivity at the sourcing level.Unable to meet the demand from existing sources, they
entered into an agreement with the Cooperative Dairy of Guntur, which was supplying good
quality buffalo milk to Vijaya.They paid Re. 1 more per liter than what Vijaya paid them. We
procured 5000 liters of milk daily from them, and then gradually increased the quantity. By
1994 we were procuring around 30,000 liters from Guntur. 5000 liters only was coming from
other sources,” Reddy reveals.Their turnover touched Rs.32 crores in 1994 from a mere
Rs.32 lakh in 1991. But a fresh crisis hit the company in this period when the Guntur
Cooperative stopped supplying milk giving them a week’s notice, allegedly under pressure
from VIjaya.“The government dairy became insecure. They were losing their market share to
us and we were buying milk from their source. Some people created panic among their
employees that they would soon lose their jobs if we were allowed to grow. Their employees
even struck work on this issue,” says Reddy.Since over 80 percent of the milk was coming
from Guntur, Creamline’s operations were hit hard. “We were in turmoil. Since we could not
procure milk from any of the cooperative dairies in AP, we brought milk from faraway places
like Madurai in Tamil Nadu and Jalgaon in Maharashtra.”Their milk quality suffered, as the
mixture of cow milk from Madurai and buffalo milk from Jalgaon affected the milk’s color,
flavor and odor. They had to deal with customer complaints, while straining every nerve to
maintain supplies.Creamline handles 6 lakh liters of milk daily in 120 chilling centers and 7
processing plants In adversity, they came up with a master strategy to find a permanent
solution to the problem. They identified five enterprising employees from dairy cooperatives
in Guntur and Prakasam districts and through them established five chilling centers.Both
Creamline and the five new entrepreneurs invested in the initiative. They also got bank loan.
Soon, farmers started supplying them with milk. Within a year all five chilling centers
became operational, and they had 50,000 liters of milk supply daily.“We worked really hard
to set up the plants in record time,” says Reddy, who says that at one point in desperation
they had begged Vijaya to enter into a deal with them.“We went to Vijaya and met their
chairman and MD and begged them. We said we would not procure milk directly from
farmers. We were willing to buy milk from Vijaya, even at a higher price, but they did not
listen to us.

Creamline has grown into a conglomerate with 1200 employees, handling 6 lakh
liters of milk daily in 120 chilling centers, and 7 processing plants. It has a marketing
presence in all southern states.Reddy is quite modest about his accomplishment, and sits in a
simple office in Hyderabad.
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Similar Private Companies By Industry:

Company Name Region

A.V. Thomas and Co. Ltd. Asia

Aachi Masala Foods (P) Ltd. Asia

Aap Ki Pasand Tea Private Limited Asia

Abhay Cotex Private Limited Asia

Adinath Agro Processed Foods Pvt. Ltd. Asia

Most Searched Private Companies:

Company Name Geographic Region

Lawyers Committee for Civil Rights Under Law United States

The Advertising Council, Inc. United States

Tax Management Inc United States

John F. Kennedy Center For The Performing Arts United States

International Monetary Fund United States

Making our mark in dairy:

In December 2015, we made our foray into the dairy business, acquiring a majority
stake in Creamline Dairy Products Limited. We sell milk and milk-based products under the
brand name "CREAMLINE". With an aggregate processing capacity of about 1.36 million
litres per day and 119 chilling centres, we have a formidable presence in the southern states
of Telangana, Andhra Pradesh, Tamil Nadu, Karnataka and parts of Maharashtra. We also
operate our own dedicated dairy parlours across major cities.We aim to create significant
value by developing successful brands and add more value-added products to our current
portfolio.We have a wide range of offerings, right from homogenised to specialized. An
excellent innovation in the category is Enrich D, a premium offering of milk fortified with
Vitamin D. Our strong commitment to 100% quality, food safety, consumer health and good
manufacturing practices ensures that our brand of milk has consistently great brand recall
among our consumersf a government ayurvedic doctor, who is still proud of his middle class
roots.A socially conscious person, the 53-year-old entrepreneur had been with Rotary, Round
Table, and was chairman of the Andhra Pradesh Association of Deaf and Dumb from 1995 –
2005.Reddy has a son, who is doing his masters in engineering, and a daughter who is in
class 12.

More than 6500 agents currently sell the milk and milk products of Creamline. Its cultured
milk products consisting of Curd, Lassi and Butter Milk has, within a short span of time,
captured a significant market share and enjoys a high brand equity amongst the consumers.
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CDPL constantly endeavors to delight its customer ranging from household to HORECA and
prestigious institutions with its quality of products and continuous innovation.

The company has chalked out ambitious growth plans both organic and inorganic, while also
expanding its product portfolio with more value added products.

Competitors:

Model milk

Vijaya milk

Sangam

Thirumala

Hatsun

Heritage

Sri chakra

DIRECTORS OF CREAMLINE DAIRY PRODUCTS LTD

Director
Identification
Number

Name Designation Date of
appointment

00294803 BALRAM SINGH YADAV Director 23 September
2007

00014291 BHASKER REDDY
KONDAPALLY

Managing
Director

01 September
2009

03051372

00014325

SUREKHA REVALLI

GANGADHAR
MANDAVA

Director

Wholetime
Director

29 September
2014

01 September
2009

00063691

00066162

CHANDRA SEKHAR
REDDY DEVIREDDY

KAVAS NOSHIRWAN
PETIGARA

Wholetime
Director

Director

01 September
2009

18 July
2017
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07482333 JUDE JUIUSJOHN
FERNANDES

Director 11 April
2016

00323436

00063719

VARADRAJ
SUBRAMANIAN

BALARAJ GOUD
CHINTHALA

Director

Wholetime
Director

20 March
2009

01 September
2009

00066195 NADIR BURJOR
GODREJ

Director 07 January
2016

08028931 RAJKANWAR SINGH Wholetime
Director

2019

Primary Competitive Advantages:

 Premium quality
 Timely delivery
 Nutritious and tasty
 Strategically located
 Cost effective solutions

Company Overview:

Creamline Dairy Products Ltd. produces milk and milk products. It offers toned, full
cream, double toned, UHT sterilized toned, full cream, standardized, and skimmed milk;
toned curd, butter milk, cooking butter, flavoured milk, milk cakes, doodhpeda, and cow
ghee, skimmed milk powders. The company also provides ice creams, mango and strawberry
bars. It markets its products through distribution network comprising of distributors, agents,
parlors and exclusive franchise outlets in Detailed Description.

 Gold Milk
 Premium milk
 Milk Cake
 Cooking butter
 Fresh premium paneer
 Lassi drink
 Pure cow ghee
 Curd
 Spicy Butter Milk
 Doodh peda
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Gold milk:

We are offering our clients a quality grade Gold Milk, which is creamy and light-beige
colored milk. The milk is processed at our production unit under the hygienic conditions
using pure quality milk. Our well expert quality analysis checks the milk on taste and purity
parameters before offering to the clients at reasonable price. The Gold Milk is packed by
using tamper and moisture free packaging materials and delivered to the clients with in the
stipulated time frame.

Features:

 Source of vitamin
 Sterilized at high temperature
 Free from impuritiesnn

Premium Milk:

We are offering our esteemed clients an excellent quality Premium Milk, which is used for
making paneer, curd, ghee and other delicious milk products. The milk is hygienically
processed under the supervision of the expert professionals using advanced technologies.
Before packing the milk using quality approved moisture free packaging materials, we
sterilize the Premium Milk to make it bacteria free. We offer the milk at the pocket friendly
prices to the clients.

Features:

 Delicious taste
 Pure
 Good for health

Milk Cake:

We are offering our clients an extensive range of milk cake, which is prepared from only
100%pure milk and other essential ingredients. Processed in compliance with set norms of
food industries, these cakes are ideal to serve with tea and coffee. To ensure safe
transportation of the cakes, we pack in air tight packaging materials. Before offering to
clients at reasonable price, we check the milk cake on quality and taste parameters.

Features:

 Sweet & caramelized taste
 No artificial colours
 Hygienically packed

Cooking Butter:

We are offering our clients a quality assured range of Cooking Butter, which is an ideal
product for cooking, garnishing and sweets making. We process the butter using superior
quality fermented cream or milk at our production unit. We pack the butter using tamper and
moisture proof packaging materials and store in our temperature controlled warehouse for
safety reasons. Our Cooking Butter is highly demanded in the market and offered to the
clients at pocket friendly price.
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Features:

 Free from any preservatives
 Long shelf life, rich source of energy

Fresh Premium Paneer:

We are offering to our clients a quality range of Fresh Paneer, which is used as a fresh
cheese to prepare various cuisines. We process the paneer using purest quality milk at our
production unit. The quality inspectors check the Fresh Paneer using moisture free packaging
materials. Our paneer is highly demanded in hotels, restaurants and residences.

Features:

 Hygienic processing
 Good for health
 Delicious taste

Lassi drink:

We are offering our clients a quality grade Lassi Drink, which is used as a very refreshing
drink in confectionery shops, hotels, restaurants and households. The drink is processed
under the strict supervision of the expert professionals using pure quality milk. The drink is
packed using moisture and tamper proof packaging materials to ensure safe transportation.
The clients can avail our Lassi Drink in different quality packaging options. We offer the
drink at reasonable price.

Features:

 Option of sweet and sour taste
 Rich taste

Pure cow Ghee:

We are offering our clients pure desi ghee, used as frying and cooking medium to
provide a distinguished flavor in dishes. the ghee is also used as offer to deities during
religious ceremonies and for garnishing purposes. we processes the ghee under hygienic
conditions using various essential ingrediants .we pack the pure cow ghee using tamper and
moisture free packaging materials to ensure safe and easy transportations.

Features:

 Highly pure
 Free from preservatives
 Quality approved

Curd:

We offer our clients a quality range of mil curd, which is processed by coagulating milk
with rennet acid. The curd is widely used in hotels, restaurants and houses to serve as yogurt.
Our quality inspectors check the curd on purity and quality parameters to ensure that only
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flawless range is provided to the clients. We give liots of emphasis and packaging, so we use
moisture free packaging materials to pack the milk curd and offer to the clients at reasonable
price.

Features:

 Rich source of energy
 Delicious taste, good for health

Spicy Butter Milk:

We are offering our clients a quality approved Spicy Butter Milk, which is lower in fat than
any other sweet milk. At our production unit we using quality milk and other essential
ingredients. The quality analysts check the processed milk on quality and taste parameters
before packing it by using moisture free packaging materials. Offered at the affordable price,
our butter milk is highly appreciated by the clients.

Features:

 Sterilized
 Good for health
 Source of vitamin

Doodh peda:

We are offering our clients a quality range of doodh peda, which is processed using pure
quality milk at our processing units. Doodh peda is a delicious sweet items used to serve with
tea & coffee in various hotels and households. We pack the doodh peda using moisture proof
packaging materials and deliver to the clients within the promised time frame. The clients can
avail our doodh peda in different quantity packaging options and at reasonable price.

Features:

 Rich taste
 Optimum sweetness, hygienic processing

Prices of creamline dairy products:

products Prices

Gold milk 500ml 28/-

Premium milk 25/-

Rich full cream milk 27/-

T M curd cups 100gm 9/-
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T M curd cups 200gm 15/-

T M curd sachet 500gm 25/-

STD curd cups 400gms 30/-

D T M curd sachet 500gm 44/-
orga
Bulk curd 5kg 315/-

Bulk curd 10kg 600/-

Doodhpeda 20gm 7/-

Doodhpeda 200gm 67/-

Doodhpeda 400gm 130/-

Sweet lassi glass 200ml 18/-

Zeera butter milk 200ml 12/-

Lassi pouch 200ml 10/-

Paneer 200gm 85/-

Paneer 500 gm 190/-

Paneer 1kg 350/-

Cow ghee pouch 500ml 260/-

Cow ghee pouch 1000ml 520/-

Flavoured milk 190ml pet 25/-

Flavoured milk 200ml 25/-

Cooking butter 200gm 95/-

Cooking butter 500gm 235/-

Icecream butterscotch 500ml 120/-

Family packs strawberry 1.33 ltrs 180/-



Chapter IV
THEORETICAL FRAMEWORK
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TRAINING AND DEVVELOPMENT

Meaning and definition of training:

Training is an art or process of increasing the knowledge and skill of an employee for
doing a specified job. It helps the trainees acquire new skills,technical knowledge,problem
solving ability etc.., it also gives an awareness of the rules and procedures to guide their
behaviour thereby improving the performance of employees on present job and prepares them
for taking up new assignments in future.

Dale.s.beach defines training as “training is the organised procedure by which people learn
knowledge or skill for a definite purpose”

Richard.p.caloon defines training as “the process of aiding employees to gain effectiveness
in their present and future work”

Development :

Development is a long term educational process utilizing systematic and organized
procedure by which trainee can learn conceptual and theoretical knowledge for general
purpose. Development is future oriented training focused on the personal growth of the
employee. Development refers to psychological and theoretical aspects.

Difference between training and development:

TRAINING DEVELOPMENT

1.Training is a short term perspective.

2.Training is job concerned in nature.

3.The role of trainer is very important in
training.

4.Training generally impacts specific skills to
the employees.

5.Training is concerned with maintaining
with improved current job performance.

1.Development is long term perspective.

2.development is carrierconcerned in nature.

3.participation is very important in
development.

4.Development is more general in nature and
aim at overall growth of the executive.

5.Development build up and competencies
for future performances.
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6.Imparted mostly to non-managerial
personnel.

7.It is group based.

8.Focus on the today needs.

6.Design mainly for managers and
execuitives.

7.It is individual based.

8.Leads to the tomorrow results.

Objectives :

Every organisation irrespective of nature of operations needs to provide training to its
employees at various stages of their career.The main objectives of training are;

Improving employee performance:

When an employee recruited by an organization they might not have all the skills to carry
out their job. Training helps in bridging the gap between actual and the expected performance
of the employees by enhancing their knowledge and skills.

Updating employee skills:

It is important for the management to continuously evaluate and adopt any technological
advances that can help the organization function more efficiently and effectively. Training
helps the employees to update their skills and helps to integrate the technological changes
successfully into the organizational system and process.

Retaining and motivating employees:

One way to motivate and retain employees is through a systematic program of career
planning and development. Employees feel cared for and consequently become more
motivated and committed. Organizations should therefore provide such training that helps in
retaining promising employees.

Training process;

The following are the important step in training process;

Organizational objectives and strategies

Training needs assessment

Establishment of training goals
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Designing training program

Implementation of training program

Evaluation of results

Organizational objectives and strategies:

The first step in the training process in an organization is the assessment of its
objectives and strategies. The training programs should be related to the organizational
objectives and strategies.

Training needs assessment:

Nees assessment diagnosis present problems and future challenges to be met through
training and development. All training activities must be related to the specific needs of the
organization and the specific needs of the organization and the individual employees.

Needs assessment:

There are three levels of needs assessment.

1. Organizational analysis

2. Task analysis

3. Individual analysis

Organizational analysis:

Organizational analysis looks at the effectiveness of the organization and determines
where training is needed and under what conditions it will be conducted. This analysis
involves a study of the entire organization in terms of its objectives its resources, resources
allocation and utilization.

Task analysis:
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Task analysis provides data about a job or a group of jobs and the knowledge, skills,
attitudes, and abilities needed to achieve optimum performance. source of information to
conduct task analysis are job description, knowledge, skills, abilities, performance standards.

Individual analysis:

Individual analysis analyzes how well the individual employee is doing the job and
determines which employee need training and what kind. Sources of information to conduct
this analysis are performance evaluation, interviews, observations and questionnaires.

Establishment of training goals:

Once training needs are assessed, training and development goals must be established,
without clearly set goals it is not possible to design the training and development program
and, after it has been implemented there will be no way of measuring its effectiveness. Goals
must be tangible and measurable.

Designing training and development program:

Every training and development program must address certain vital issues like
participations in the program, trainers, methods and techniques to be used for training,etc.,

Conduct of training:

A final consideration is where the training and development program is to be conducted.
Actually the decisions come down to the following choices.

 At the job itself
 Onsite but not on the job. Eg : a training room in the company.
 Off the site such as a university or a college or a conference center.

Implementation:

Programme implementation involves action on the following lines.

 Deciding the location and organizing training and other facilities.
 Scheduling the training programmes.
 Conducting the programme.
 Monitoring the progress of trainees.

Evaluation of the programme:

Evaluation helps to determine the results of the training and development programme.
Evaluation of the training effectiveness is the process of obtaining information on the effects
of a training programme and assessing the value of the training in the light of that information.

Need for basic purpose of training:

 To increase productivity
 To improve quality
 To help company fulfil future personnel needs
 To improve organizational climate
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 Personnel growth

Area of training:

Training enhances the overall performance of an organization in various ways. Training
imparted in one area can benefit the organization in many other areas.

a. company policies and procedures:

this is part of the induction of new employee. The objective is to orient new employees
with the set of rules, procedures, management, organization structure, environment and
products which the firm has deal with.

b. skill based training:

employee should provide training to match the skill requirements of the job they perform.
Such training helps in improving the employees job effectiveness, skill based training should
also be imparted to enable the employees adapt to technological changes.

c. human relations training:

human resources training is essential to improve the employees in the areas of self learning
inter personal skills, group dynamics, perception, leadership, styles, motivation, disciplinary
procedures and grievance redresser.

d. problem solving training:

every employee encounters problems in the course of his work in an organization. These
range from simple operational problems to major decision-making problems. Training in
problem-solving skills equips an employee to deal successfully with such problems.

Methods of Training:

Management development is a systematic process of growth and development by which the
managers develop their abilities to manage. It is concerned with not only improving the
performance of managers but also giving them opportunities for growth and development.

There are two methods through which managers can improve their knowledge and skills. One
is through formal training and other is through on the job experiences. On the job training is
very important since real learning takes place only when one practices what they have studied.
But it is also equally important in gaining knowledge through classroom learning. Learning
becomes fruitful only when theory is combined with practice. Therefore on the job methods
can be balanced with classroom training methods (off-the-job methods).

1. On-the-job Training (OJT) Methods:

This is the most common method of training in which a trainee is placed on a specific job and
taught the skills and knowledge necessary to perform it.
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On-the-job training methods are as follows:

1. Job rotation:

This training method involves movement of trainee from one job to another gain knowledge
and experience from different job assignments. This method helps the trainee understand the
problems of other employees.

2. Coaching:

Under this method, the trainee is placed under a particular supervisor who functions as a
coach in training and provides feedback to the trainee. Sometimes the trainee may not get an
opportunity to express his ideas.

3. Job instructions:

Also known as step-by-step training in which the trainer explains the way of doing the jobs to
the trainee and in case of mistakes, corrects the trainee.

4. Committee assignments:

A group of trainees are asked to solve a given organizational problem by discussing the
problem. This helps to improve team work.

5. Internship training:

Under this method, instructions through theoretical and practical aspects are provided to the
trainees. Usually, students from the engineering and commerce colleges receive this type of
training for a small stipend.

2. Off-the-job Methods:

On the job training methods have their own limitations, and in order to have the overall
development of employee’s off-the-job training can also be imparted. The methods of
training which are adopted for the development of employees away from the field of the job
are known as off-the-job methods.

The following are some of the off-the-job techniques:

1. Case study method:

Usually case study deals with any problem confronted by a business which can be solved by
an employee. The trainee is given an opportunity to analyse the case and come out with all
possible solutions. This method can enhance analytic and critical thinking of an employee.
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2. Incident method:

Incidents are prepared on the basis of actual situations which happened in different
organizations and each employee in the training group is asked to make decisions as if it is a
real-life situation. Later on, the entire group discusses the incident and takes decisions related
to the incident on the basis of individual and group decisions.

3. Role play:

In this case also a problem situation is simulated asking the employee to assume the role of a
particular person in the situation. The participant interacts with other participants assuming
different roles. The whole play will be recorded and trainee gets an opportunity to examine
their own performance.

4. In-basket method:

The employees are given information about an imaginary company, its activities and products,
HR employed and all data related to the firm. The trainee (employee under training) has to
make notes, delegate tasks and prepare schedules within a specified time. This can develop
situational judgments and quick decision making skills of employees.

5. Business games:

According to this method the trainees are divided into groups and each group has to discuss
about various activities and functions of an imaginary organization. They will discuss and
decide about various subjects like production, promotion, pricing etc. This gives result in co-
operative decision making process.

6. Grid training:

It is a continuous and phased programme lasting for six years. It includes phases of planning
development, implementation and evaluation. The grid takes into consideration parameters
like concern for people and concern for people.

7. Lectures:

This will be a suitable method when the numbers of trainees are quite large. Lectures can be
very much helpful in explaining the concepts and principles very clearly, and face to face
interaction is very much possible.

8. Simulation:

Under this method an imaginary situation is created and trainees are asked to act on it. For
e.g., assuming the role of a marketing manager solving the marketing problems or creating a
new strategy etc.
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9. Management education:

At present universities and management institutes gives great emphasis on management
education. For e.g., Mumbai University has started bachelors and postgraduate degree in
Management. Many management Institutes provide not only degrees but also hands on
experience having collaboration with business concerns.

10. Conferences:

A meeting of several people to discuss any subject is called conference. Each participant
contributes by analyzing and discussing various issues related to the topic. Everyone can
express their own view point.



Chapter V
DATA ANALYSIS

AND
INTERPRETATION
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5.1 what is your educational qualification?

Attributes No. of Respondents % of Respondents
Diploma 5 7
Degree 33 47
P.G 28 40

Others 4 6
Total 70 100

Interpretation:

From the above table it is interpreted that 47% of the respondents are Graduates, 40% are
from the post Graduates, 7% are from the diploma and the others are 6%.
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5.2 How many years of experience you have completed?

Attributes No. of Respondents % of Respondents
Less than 5 years 31 44
5 to 10 years 25 36
10 to 20 years 10 14
Above 20 years 4 6

Total 70 100

Interpretation:

From the above table, it is interpreted that 44% of the employees have less than 5 years
of experience,36% of the employees have experience between 5 to 10 years,14% of the
employees have experience between 10 to 20 years and 6% of the employees have above 20
years of experience.
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5.3 How many training programmes are conducted in a year?

Attributes No.of Respondents % of Respondents

1
56 80

2 to 3 14 20
3 to 4 0 0

More than 5 0 0

Total 70 100

Interpretation:

From the above table it is interpreted that 80% of the employees responded that 1 training
programme have been conducted in a year,20% of them responded that there were 2 to 3
training programmes are conducted in a year.
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5.4 How many training sessions have you attended?

Attributes No.of Respondents % of Respondents
1 7 10

2 to 3 14 20
3 to 4 28 40

More than 5 21 30
Total 70 100

Interpretation :

From the above table it is interpreted that 40% of the employees responded that 3 to 4
training sessions have attended ,30% of the employees responded that more than training
sessions have attended,20% of the employees responded that 2 to 3 training sessions have
attended and 10% of the employees responded that 1 training session have attended.
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5.5 How long it will take to implement the trained process?

Attributes No. of Respondents % of Respondents
Less than one month 38 54

1-2 months 25 36
2-4 months 7 10

More than 5 months 0 0
Total 70 100

Interpretation:

From the above table it is interpreted that 54% of the employees have responded that the
implementation of training process will take less than 1 month,36% of the employees
responded that the implementation of training process will take 1 to 2 months,10% of the
employees responded that the implementation of training process will take 2 to 4 months.
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5.6 Which type of training is provided by CDPL to its employees?

Attributes No. of Respondents % of Respondents
On the job 38 54
Off the job 4 6

Class room External
faculty

22 31

Vestibule Training 6 9
Total 70 100

Interpretation :

From the above table it is interpreted that 54% of the respondents told that on the job
training method is used by the company,31% of the respondents told class room external
faculty method used by the company,9% of the respondents told vestibule method uded by
the company and 6% of them off the told off the job training.
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5. 7 What level of management persons involved in the training and

Development sessions?

Attributes No. of Respondents % of Respondents
Low level 0 0

Middle level 48 69

Top level 22 31

Total 70 100

Interpretation :

From the above table it is interpreted that the final analysis is that the key persons involved
are the top level,middle level and low level,69% of them responded that the key persons are
the middle level persons and 31% of them responded the top level persons.
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5.8 How does the organization assess the impact of training?

Attributes No. of Respondents % of Respondents

Performance 61 87

Feedback 9 13

Total 70 100

Interpretation:

From the above table it is interpreted that the organization assess the impact of training
through performance and feedback,87% of the respondents are told performance and 13% are
told feedback.
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5.9 Will the training sessions involve only theory concepts or even

Practical?

Attributes No. of Respondents % of Respondents

Only theory 32 46

Only practical 27 38

Both theory and
practical

11 16

Total 70 100

Interpretation :

From the above table it is interpreted that the training sessions have involved theory or
practical, the respondents responded that 46% are theory,38% are practical and 16% are told
both theory and practical.
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5.10 Are you satisfied with the information provided by the trainer during
the Training sessions?

Attributes No. of Respondents % of Respondents

Satisfied 21 30

Completely satisfied 29 41

neutral 15 22

Dis-satisfied 5 7

Completely dis-satisfied 0 0

total 70 100

Interpretation :

From the above table, it is interpreted that the information provided by the trainer during
training sessions are satisfied or not,41% of the respondents are completely satisfied,30%
respondents are satisfied,22% of the respondents are neutral and 7% are completely dis-
satisfied.
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5.11 Are you utilizing the training skill and knowledge acquired through

Training programme?

Attributes No. of Respondents % of Respondents

Yes 70 100

No 0 0

Total 70 100

Interpretation :

From the above table ,it is interpreted that the employees utilizing 100% training skills and
knowledge acquired through training programme .
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5.12. Do you feel the training sessions have helped you to improve your

Work efficiency?

Attributes No. of respondents % of Respondents
Yes 53 76
No 17 24
Total 70 100

Interpretation :

From the above table it is interpretated that the training sessions have helped to employees to
improve their work efficiency ,76% of them told yes and 24% of them told No.
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5.13 . what is your opinion about present training system?

Attributes No. of Respondents % of Respondents
Excellent 3 5
Good 24 34
Average 35 50
Below Average 8 11
Total 70 100

Interpretation:

From the above table ,it is interpreted that 50% of them told training system is average,34%
told good.11% told below average.
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5.14 what are the general complaints about the training session?

Attributes No. of Respondents % of Respondents

Takes too much time of
employees

12 17

Too many gaps
between employees

9 13

Training sessions are
unplanned

0 0

Boring and not useful 0 0

No complaints 49 70

Total 70 100

Interpretation :

From the above table it is interpreted that 70% of the respondents that they have no
complaints about present training system,17% of the respondents feels take too much time
of employees,13% feels that too many gaps between employees.
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5.15 Any changes are required to the present training and development

Programme?

Attributes No. of Respondets % of Respondents
Yes 7 10
No 63 90
Total 70 100

Interpretation :

From the above table ,it is interpreted that 90% told that no changes are required to the
present training and development programme and 10% want a change in present training and
development programme.



Chapter VI
FINDINGS AND SUGGESTIONS

AND
CONCLUSION
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Findings:

During the project period an effort was made to know about the employees towards the
training and development programs which were conducted in the creamline Dairy Products
limited with the help of questionnaire. The responses for the questionnaire were collected
from 70 respondents and the responses were analyzed.

The following are the major findings of the study:

1) The training program provides adequate job knowledge to the workers.

2) The training program helps the employees to maintain good interpersonal relations.

3) The employees are getting motivated through the training program.

4) The employees feel free to express doubts and get them clarified by the trainer i.e., they
having

Free interaction with the trainers.

5) Through training program the employees indicates effective teamwork and increase
productivity.

6) The employees are receiving regular feedback from the trainers about their progress.

7) The training is helpful for the employees to perform better in their present and future jobs.

8) The training program increase the confidence lrevel of the employees and it is helpful

For the employees to increase their work speed.

9) The technical and communication skills of employees have been enhanced due to training
and

Development program.



61

Suggestions:

Following are some of the suggestions for improving the effectiveness of the training
programme as well as the efficiency of the trainers and trainees;

 The organization must give strive for high quality, measurable and result-oriented

training programmes to the employees to improve the productivity and efficiency of

the organization.

 Deep explanation of functionality is required.

 The new training methods should be updated day-to-day with the new technology.

 Presently I observed that the management is informing the employees about their

training programme one week before of its commencing date. I advice the

management to inform the trainees about the training programme at least 15 days

before, so that they can prepare themselves well in advance.

 It is better to provide sufficient reading material to the trainees in the training

programme.

 Need training an all modules of that corresponding department.

 Need some external training on both functional and behavioral aspects yearly once.

 Training classes should be conducted in industries where actual work is going on

(particularly in production unit) through industrial visits.

 After the completion of training programme, the company should provide real work

environment for better understanding.

 Provide training all levels of the employees before sending to work environment.

 Motivation and dedication will improve the quality of the product and discipline will

improve the good culture.

 Frequency of training programmes on personality development, leadership qualities

and communication skills should be increased.

 Need to conduct some training programs on newly launched platforms.

 The training programme should be updated with the latest technology and meet the

job requirements.

 In the training programme try to interact the employees in various stages.

 The feedback from the employees should be taken after every training programme and

utilize to redesign the programme.
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Conclusion:

During my block fieldwork in Creamline Diary Products Limited I understood that

harmonious relationships are maintained between the employees and the management. The

management in CDPL provides training for those employees who lack the skills in specific

particular jobs, as the management feels that training is the base for their development and to

meet the future needs. The trainees in the CDPL are very much satisfied with the training

programme given to them by the management. The employees feel that the training

programme given to them is very effective and it is for the development of themselves and

their organization.

From the study, I would like to finally conclude that there is a good response to the training

and development methods used by the organization. Majority of the respondents agree that

the training program increases the competencies of the employees and have got new ideas.

Interpersonal skills, decision making and problem solving skills of the employees are

improve by the training program. But there should be some improvement in some aspects,

given in the suggestions. The employees after the training program are ready to face new

tasks and challenges and increase job satisfaction. I hope this study will result well for both

employees as well as organization.
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A QUESTIONNAIRE ON EFFECTIVENESS OF TRAINING AND DEVELOPMENT

1. what is your educational qualification?

A)Diploma B)degree

C) P.G D)Others ( )

2. How many years of experience you have completed?

A)less than 5 years B) 5 to 10 years

C)10 to 20 years D) more than 20 years ( )

3. How many training programmes are conducted in a year?

A) 1 B) 2 to 3

C) 3 to 4 D) more than 5 ( )

4. How many training sessions have you attended?

A) 1 B) 2 to 3

C) 3 to 4 D) more than 5 ( )

5. How long it will take to implement the trained process?

A) Less than 1 month B) 1-2 months

C) 2-4 months D) More than 4 months ( )

6. which type of training is provided by CDPL to its employees?

A) On the job B) Off the job

C) Technical D) Non-technical ( )

7. what level of management persons involved in the training and development sessions?

A) Low level B) Middle level

C) Top level ( )

8. How does the organisation assess the impact of training?

A) Performance B) Feed back ( )

9. Will the training sessions involve only theory concepts or even practical?

A)only theory B)only practical

B)both theory and practical ( )
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10. Are you satisfied with the information provided by the trainer during the training sessions?

A) satisfied B) completely satisfied

B) neutral D) dis-satisfie

E)completely dis-satisfied ( )

11. Are you utilizing the training skill and knowledge acquired through training programme?

A) Yes B) No ( )

12. Do you feel the training sessions have helped you to improve your work efficiency?

A) Yes B) No ( )

13. what is your opinion about present training system?

A) Excellent B)Average

C) Good E) Below Average ( )

14. what are the general complaints about the training session?

A) Takes too much time of employees B) Too many gaps between employees

C) Training sessions are unplanned D) Boring and not useful

D) No complaints ( )

15. Any changes are required to the present training and development programs?

A) Yes B) No ( )

If yes please specify…………………………………………………….

…………………………………………………………………………..
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INTRODUCTION 
 

1.1 Introduction:- 
 

 

HRM also includes employee assessment like performance appraisal, facilitating proper

 Human Resource Management (HRM) is an operation incompanies 

designed to maximize employee performance in order to meet the employer's strategic 

goals and objectives. More precisely, HRM focuses on management of people within 

companies, emphasizing on policies and systems. In short, HRM is  the process of 

recruiting, selecting employees, providing proper orientation and induction, imparting 

proper training and developingskills. 

 
Training and Development is a  subsystem  of  an  organization  which  emphasize  on  the 

improvement of the performance of individuals and groups. Training is an educational 

process which involves the sharpening of skills, concepts, changing of attitude and gaining 

more knowledge to enhance the performance of the employees. Good & efficient training of 

employees helps in their skills & knowledge development, which eventually helps a 

companyimprove. 

 
 

Meaning of Training and Development: 

Theneedfortraininganddevelopmentisdeterminedbytheemployee’sperformance deficiency, 

computed asfollows. 

 
Training and development =standard performance – actual performance. 

 
Hospital is the one of the important source which will be used by all kind of people 

.In this aspect the staff who were working in the hospital requires a lot of patience towards 

the patients and also they must know the  latest  approaches  of  the technology as well. 

They must know the follow -ups of patients in on time and theymust have an good 

knowledge of delivering the details of importance of medication provided to the patients 

also Nurses will make patience to improve self confidence inidvidualy. 

 

 

1.2 Need for the study: 
 



 

 Training and Development  enables emplyoees  to develope skills and competencies that  is 

necessary to enhance bottom line results for the organization. The  nature  of the job is  

undergoing  rapid  changes  in technology . It  ensures  that  randomness is  reduced  and  

learning   or  behavioral change takes place in  structured format. So the training and 

development is necessary at  each level  and  it helps to  expand overall  personality of the 

emplyoees . So it is necessary to find out  satisfaction and  importance level of  employees  

towards  training and development.



 

 

 
 
 
 

 

1.3 Scope of theStudy: 

The study is limited to the employee training for employees at Harini Hospitals vijayawada. 

The development of any organization depends on the employees. For an organization 

productivity training and development assumes great significance 

1. This study is conducted to know the knowledge and skills given  to  the employees 

in theorganization. 

2. This  will help the  management to know the satisfaction level of employees   & 

they can take measures to improve productivity. 

3 .This study helps the management students to prepare their own report. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 

1.4 Objectives of theStudy: 
 

● To know the process  of the training and development at Harini Hospitals , Vijayawada.  

● To Know the different functions  of  all the departments  such as marketing , HR,and 
finance in Harini Hospitals . 

● To facilitate in maintaince of cordial relationship between Hospital management and 
nursing staff  

● To study the changes in behavioral pattern of the hospital  staff due to training . 

● To measure the differential change in output due to training. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

1.5 Research methodology: 



 

Research methodology is the specific procedures or techniques used to identify, select, 

process, and analyse information about a topic. In a research paper, the 

methodologysectionallowsthereadertocriticallyevaluateastudy’soverallvalidity 

andreliability. 

 
Methods of data collection: 

 
Data collection is an elaborate process in which the researcher makes a planned search 

for all relevant data and is the foundation of all researches 

 
The task of data collection begins after a research problem has been defined and 



 

research plan is checked out. While deciding about the method of data collection to be used 

for the study of researcher should keep in mind two types of data. They are: 

1) Primarydata 
 
         2)Seconday data 

 

 Primary data: 

The data that is being collected for the first time (or) particularly fulfil the objective     of 

the project is known as “primary data”. This has been  collected  from  various  

sources.Thesourcesadoptedtogetdataisquestionnaireandthroughobservation. 

 
Questionnaire is designed in such way that every employee can understand. 

Secondary data: 

Secondary data is the data that has already been collected through primary sources and made 

readily available for researchers to use for their own research. The data is collected from hospital 

website, Individual staff  records. 

 

Sampling: 

 
In order to get data a sample size of 100 is taken and employees are selected in “random” 

basis. 

 
 
 
 
 

1.6 Limitations of theStudy: 

The present study namely “Training and  Development  in  “Harini 

Hospitals “is subject to the followinglimitations: 

1. This study is restricted to sample size of 100 members 
 

2. Getting the required information from some employees hasbeen difficulty. 
 



 

3. The  inputs  given  by the  employees  may be biased. 
 

4. The period of study is only for 45 days which is a major constraint. 



 

 



 

INDUSTRY PROFILE 
The Indian healthcare market is expected to reach ₹ 24 lakh crore by 2022 

from ₹ 9 lakh crore in 2016 growing at a CAGR of 17.7% driven by rising 

incomes, greater awareness, prevalence of lifestyle diseases and increasing 

penetration of medical insurance. 

Over 55,000 hospitals and lakhs of clinics and other healthcare delivery 

centres constitutes the largest segment of the Healthcare Industry India 

Together Contributing 

 

 
Indian Healthcare Sector 

 
Hospitals & Clinics- Healthcare Delivery 

Systems 

 
Government hospitals – Includes healthcare centres, district hospitals 

and general hospitals 

 
Private hospitals – Includes nursing homes, private hospitals, and clinics 

 
Pharmaceutical 

 
Includes manufacturing, extraction, processing, purification and 

packaging of chemical materials for use as medications for humans 

or animals 

 
Diagnostics 

 
Comprises of businesses and laboratories that offer analytical or 

diagnostic services, including body fluid analysis 

 
Medical Equipment and Supplies 

 
Includes establishments primarily manufacturing medical 

equipment and supplies, e.g. surgical, dental, orthopaedic, 

ophthalmologic, laboratory instruments, etc. 

 
Medical Insurance 

 
Includes health insurance and medical reimbursement facility, covering 

an individual’s hospitalisation expenses incurred due to sickness 

 
Telemedicine 

 
Telemedicine has enormous potential in meeting the challenges of 

healthcare delivery to rural and remote areas besides several other 

applications in education, training and management in health sector 

toover68%oftheindustry’stotalrevenue.TheHospitalsectoralo

newasvaluedat₹4 



 

lakhcroreinFY17andisexpectedtogrowataCAGRof16-

17%toreach₹8.6lakh 

croreinFY22[1].WithIndiahavingallowed100%FDIinthehospitalsectorsi

ncetheyear 2000,theprivatesectorhasenjoyedstrongcapital 

 
 
 

inflows with ₹ 34,000 crores coming into the hospital and diagnostics business 

through 

FDIbetweenApril2000andJune2018.Accesstocapitalcontinuestoremainasone

of the biggest roadblocks to the growth of the Indian Healthcare Sector and there 

is great 

scopeforenhancingthepenetrationofhealthcaredeliveryservicesinIn

dia. 

 
Facts 

 India while accounting for 17.5% of the world population disproportionately 

bears 20% of the global disease burden and accounts for 27% of the neonatal 

deaths in the world everyyear. 

 According to a Lancet study, India ranks 145th among 195 countries in terms of 

quality and accessibility ofhealthcare 

 70% of India’s healthcare infrastructure is limited to the top 20 cities with 

most healthcare service providers clustered around the cities of Mumbai, 

Delhi, Kolkata, Chennai, Vellore andBangalore 

 Additionally, three million beds needed for India to achieve the target of 3 

beds per 1,000 people by2025 

 Additionally, 1.54 million doctors and 2.4 million nurses required to meet the 

growing demand for healthcare; 58,000 job opportunities are expected to be 

generated in the healthcare sector by the year2025 

 TheGlobalBurdenofDiseaseStudy(2017)mentionedthatIndiahaswitnessed 

significant improvements in health care access and quality since 1990 

India’s 

healthcareaccessandqualityscorebeing41.2in2016upfrom24.7in1990 

 

Segmentation of HealthcareServices 



 

 

 

 

 

 

 
 

Top Players - Healthcare Delivery 

Multi-Speciality Hospitals 

 
Apollo Hospitals 

 
Fortis Healthcare 

 
Manipal Healthcare 

 
Max Healthcare 

 
Columbia Asia Hospitals 

 
CARE Hospitals Group 

 
Kovai Medical Center and Hospital 

 
Vatsalya Healthcare 

 
KMC Speciality Hospitals 

 
Narayana Health 

 
Wockhardt Hospitals 

 
Global Hospitals 

 
KIMS Hospitals 



 

 

 

 

 

 
 

About HARINI 

Harini hospitals…..It is all started with an idea, concept and  purpose  to  

provide best in the Medicare. In the year 2000 we began our journey as a 20 

bedded hospital    with the launch of HARINI GASTRO & LIVER CENTRE. It 

came into being to provide best  in Medicare. It is the hospital of choice for the 

treatment of gastro-intestinal disorders, pancreatitis, acute liver failures and 

other gatro-intestinal emergencies.  We  have  designed an efficient, expertised 

healthcare delivery system to provide  best  cure  and  care. In the year 2006 it 

has acquired the status of 50 bedded hospital, we changed the name HARINI 

HOSPITALS (A UNIT OF DR NTR GASTRO CARE PVT LTD). Movingwith 

time and technological advances, Harini is equipped with all the state of the art 

medical equipment that matches the global standards. 

Harini today... 

Harini hospitals over the years has grown into a centre of excellence with 

a respectable position in the mediscape with commendable trust of its patients and 

completecommitmentofitsteam,todayithasconsolidateditspositionastheveryfirst 

hospital in the state of Andhra pradesh to have most modern healthcare and 

diagnostic facilities such as liver fibroscan, advanced blue laser, imaging 

technology, fuzinon double balloon endoscopy, 4 endoscopy suites of international 

standards, 4 full time super speciality consultants, besides two modular surgery 

theatres of international standards. 

Backed by a journey of 18 eventful years with an excellent 

track record as amiable, affordable, accessible and reliable health care provider 

situated in a spacious 5 storeyed premises is a gamut of world class services and  

facilities,  a professional team focussed on delivering  exceptional  care  with  a  

personal  touch.  We  are amongst finest healthcare destinations in 

Vijayawada,the health capital of 

Navyandhrapradeshandcertainlythemostpreferredhospitalintheregion. 



 

 
 
 
 
 
 
 
 

About CEO 

 
DrTirumalaraoNagabhairava…istheChiefExecutiveOfficerofHariniHospit

als, Vijayawada. An alumni of Guntur Medical College. He did his post 

graduation (MD) in 1993 at Kasturba Medical College. He had done his M.B.B.S 

in 1983. He did DM (gastroenterology) in 1993 at Osmania University and started 

his career as medical gastroenterologist by setting up their NTR gastrocare, 

Vijayawada. He has 17 years of 

experienceinadvancedmedicalgastroenterology.Heisarenouncedgastroenterologist 

with so many years of clinical experience backed by expert knowledge of 

endoscopy, cddroscopy liver diseases and gastro-intestinal diseases. He is a life 

member of Indian Society of Gastroenterologists. He has treated many cases of 

criticalnature. 

CEO’s Message 

 
There is nothing more wealth than seeing a smiling face of discharged 

patient with recovered health. I have been serving the people of Vijayawda for the 

past 18 years and have been a part of the evolution of health care in the region. 

Our aim is to see our society healthy and happy. I firmly believe that prevention is 

better than cure since our motto is “health is happiness”. 

The hospital will be driven by a strong commitment in ensuring 

quality medical and health care that matches international standards guided by 

principles of medical ethics. We are confident that our patient centered philosophy 

will carve out anicheandputHariniHospitalsatthetopinthemediscape. 



 

 
 
 
 
 
 
 
 

Harini 
Philosop

hy 

 
Harini Hospital is driven by the philosophy “health for all”. Our driving 

goal since inception has been to evolve into a centre of excellence. Our emphasis 

is on preventive gastroenterology to prevent various preventable gastro-intestinal 

and liver disorders 

The 
Mission 

 
To be a medical destination by providing all levels of quality based 

medical services which focus on affordability and clinical excellence. 

 
 

Our Vision 

 
To be the health care provider of world class patient care in 

gastroenterology related disorders. To achieve this the hospital is well-equipped 

with advanced technology and dedicated team of doctors specialised in different 

areas in gastroenterology. 

 
 

Harini Health CareHub 

 
● Clinicalspecialization 

● Medical gastroenterology 

● Surgical gastroenterology 

● Hepatalogy Interventionalradiology 

● Medical on surgical ICUand 



 

 
 
 
 
 

● Aneasthesiology 

● Pathology 

 
 

Comprehensive 

Liver Care Centre 

Liver Fibro Scan 

Complete 

liver lab 

Endoscop

y care 

centre 

● BLI 

● LCI 

● NBI 

● Zoom 

● HD 

● Paediatric/Nasal 

● Capsul

e endoscopy 

Endoscopic 

Ultra Sound 

Therapeutic 

ERCP 

PancreaticDis

eases 



 

Surgical gastroenterology Unit 
 

● Lap-cholecystecotomy 

● Lap-Appendectomy 

● Other laparoscopicsurgeries 



 

 
 
 
 
 

● All GIsurgeries 

● Whippleprocedures 

● Bariatricsurgery 

● GI 

cancer 

surgery 

TheHarin

iEdge 

Harini distinguished itself through the calibre of its distinguished men and machinery 
 

● International diagnosissystem 

● Immunassay Analyser Cobere411 

● Vitros EICQ Immuno diagnosticSystem 

● ABL800 Flex Blood gasAnalyser 

● Advanced Aorba Hbvariox(HPLC)-HbAIc 

● Fully automated ClinicalChemistry 

● AnalizerCERBA-EM200 

● Single Channel CoagulationAnalyser 

● Hepatatismarkers 

● Thyroidmarkers 

● Vitamin D3 B12 

Analysers Reports will be 

delivered within 2 hours 

ACentreofExcellenc

e 

Surgery NOWORRY 



 

 
● Qualified surgical gastroenterologists eligibility, experience,expertise 



 

 
 
 
 
 

● Updated globalstandards 

● Quality medical services within the reach of commonman 

● Modular operationtheatres 

● Zen 11 HormonicScalper 

● Organic plasmacoagulation 

● H.D..laparoscopic MedicalServices 

● Pancreassurgeries 

● Gall bladdersurgeries 

● Intestine relatedsurgeries 

● Appendicitis 

● Cancer surgeries related digestivedisorders 

● Hernialsurgeries 

● Colectoraloperations 

● Bariatricsurgeries 

● All types of liveroperations 

● For affordable surgerypackages 

 
 
 
 

 
New additions 

 
World class diagnostic 

services 1.Liver Fibro Scan 



 

 
 
 
 
 
 

2.Advanced Fuzinon 

● Blue laser Imagingtechnology 

● Fuzinon double balloonendoscopy 

● 16scopes 

● 4 endoscopy suites of globalstandards 

● 4 full time super speciality consultationcenters 

● Automated endoscopic reprocesser twintub 

● Medivator DS0201 

● Endoscopic,ultrasound-Diagnosis 

● Beyond thelumen 

● Modular operation theatre of internationalstandards 

 
 

Complete liver care 

A new addition ……now at Harini.  Harini  Hospitals  introduced  the  

latest  liver fibro scan very first time inNavyandhra. 

Aimed at 

healthy liver 

Comprehensive 

liver care First 

time in 

Navyandhra 

Introduction of Fibro touch FT100 scan 
 
 
 

Now within the reach of common man 



 

 
 
 
 
 
 

Liver Fibro scan 
 

● No need to collecttissue 

● Just few minutes toscan 

● Accurateresults 

● Qualitative Analyticalresults 

● No radiationrisks 

● Easy to conduct a repeattest 
 

Itrevealsthestatusoffatintheliver(Fattyliver)andhowmuchtheliverisdamaged. 

Advanced Screening , advanced diagnosis, regular and appropriate treatment . 

Harini Hospitals delivers comprehensive liver care with its vast experience backed 

by knowledge of medicalscience. 

Early detection leads to effective prevention. 
 
 
 

What is endoscopy? 

 
Endoscopy is a non-surgical procedure  used  to  examine  a  

person’s  digestive tract using an endoscope, a flexible tube with a light and 

camera attached to it. Your doctor can view pictures of your digestive tract.  

Endoscopes  are  inserted  directly into the organ. There are many types of 

endoscopies. These studies are used to find different diagnostic and 

therapeuticpurposes. 

Upper endoscopy is used to look into esophagus, stomach, duodenum and can 

help to identify different infections, gastric erosian, gastric  esophageal  varices  

or  tumors  of theseparts. 



 

 
 
 
 
 
 

Colonoscopy… is an examination of lower gastro-intestinal tract in an endoscope 

by visualizing sigmoid descending transverse and ascending colon and all parts of 

large intestine. It can help to diagnose different ailments afflicting the large 

intestine  like  polyps, tumors or inflammatory boweldisease 

 

 
A special form of endoscopy called ERCP is a technique to diagnose and 

treat problems in the liver, gall bladder, bile ducts and pancreas by seeing inside 

the stomach  andduodenum. 

 

 
Harini always ahead of the rest 

 
Harini Hospitals always on the lead to provide new dimension in the 

medical process and adopting global standards and updating medical 

technological advances, innovations. Most advanced technology in endoscopy is 

now available at Harini Hospitals. Nowhere it exists in the Telugu states. We 

cannot view all the factors with ordinary light. A minute problem can be detected 

with the power of blue laser light. We have seven different scopes BLI, LCI, NBI, 

H+D, Nesal, Zoom, capsule endoscopy. 

Small tumors and any layer can be detected to provide complete information. 

Early detection of digestive related cancers can be cured with safe and seccured 

proper  treatment throughendoscopy. 

Colonoscopy endoscopy will be provided by Harini Hospitals for neonatal and children. 
 

 
What we have achieved…. 

Thousands   of   liverssaved countless smiles delivered on the faces ofour 



 

 
 
 
 
 
 

patients and their families. Blending experience, technology and innovations 
delivered medical excellence. Integration of super speciality healthcare  services,  
bringing affordable Medicare to the common man’sreach. 

The road ahead 

We at Harini have been updating ourselves with the latest advertisements 
in the healthcare sector and for the same we have been continuously upgrading 
our technology to provide better medical services to our patients. 



 

 
 

THEORETICAL FRAMEWORK 
 

 

Definition of Training 

 
Trainingisaprocessinwhichthetraineesgetanopportunitytolearnthekey 

skillswhicharerequiredtodothejob.Learningwithearningisknownastraining.It 
helps the employees to understand the complete jobrequirements. 

 
Nowadays, many organisations organise a training program for the 

new recruits just after their selection and induction, to let them know about 
the rules, policies and procedures for directing their behaviour and attitude as 
per the organisational needs. Training also helps the employees to change the 
conduct towards their superior, subordinates and colleagues. It helps to 
groom them for their prospective jobs. 

 
Definition of Development 

 
The training for the top level employees is considered as development, 

also known as management or executive development. It is an on-going 
systematic procedure in which managerial staff learns to enhance their 
conceptual, theoretical knowledge. It helps the individual to bring efficiency 
and effectiveness in their work performances. 

 
Development is not only limited to a particular task, but it aims to 

improve their personality and attitude for their all round growth which will help 
them to face future challenges. It changes the  mindset  of  the employees and 
makes  them  more challenging  orcompeting. 

 
Need for Training Program’s: 

Every organization needs to have a well -trained and experienced 
people to perform the activities that have to be done. It is necessary to raise 
the skills levels; specially training programmes are need to the organization 
to build the gap between 
theorganizationalrequirementsandtheemployeespecification. 

In addition to the above reason the Training programs are needed due to 
the following reasons: 

1. To increaseproductivity 

2. To improvequality 



 

3. To improve organizationalclimate 

4. To improve health andsafety 

5. Obsolescenceprevention 

6. Personalgrowth 

7. Reduces the time consuming andwastage 

1. To increaseproductivity: 

Training instruction can help employee’s increase their level of 

performance on their present assignment. Increased human performance often 
directly leads to increased operational productivity and increased company 
profit ; again increased performance and productivity because of training 
programs are most evident on the part of the new employees who are not yet 
fully aware of the most efficient and effective ways of performing their jobs. 

2. To improvequality: 

Better informed workers are less likely to make operational mistakes. 
Quality increases may be in relationship to a company product or service or in 
reference to be intangible organizational employment atmosphere. 

3. ToimproveOrganizationalClimate: 

An endless chain of positive reactions results from a well planned  
training program. Production and Product quality may improve. Financial 
incentives may then increased,  internal  promotions  become  stressed.  Less  
supervisory  pressures  ensure and base pay rate increases, and raises morale 
may be due to many factors, but one  of  
themostimportantoftheseisthecurrentstateoforganizationalclimate. 

4. To improve Health andSafety: 

Proper training can help prevent industrial accidents. A safer work 
environment leads to more stable mental attitudes on the part of employees.  
Managerial  mental state would also improve. If supervisors know that they 
can make themselves better through company designed and 
developmentprograms. 

5. Obsolescenceprevention: 

Training and development programs faster the initiative and creativity 
of employees and helps to prevent manpower obsolescence ,which may due to 
age temperament or motivation on the inability of person to adapt himself to 
technological changes employments of inexperienced , now or badly labour 
requires instruction for an effective performance ofjob. 



 

6. PersonalGrowth: 

Employees on a personal basis gain individually from their exposure to 
educational. Again Management development programs seem to give 
participants a wicker. 

7. ReducesthetimeConsumingandWastage: 

Bytrainingprogramstoemployeestodoworkinmoreeffectivewayandreduces 
the learning time, reduces the supervision time and reduces the wastage and 
spoilage or raw material and produces quality foods and develop their 
potentialpower. 

8. For TechnicalAdvancement: 

Old employees need refresher training to enable the changing methods, 
techniques and use of handling sophisticated tools and equipments. So the 
training programs are need to the employees to changing the works according to 
the current technology. 

Benefits of Training Programs to Employees: 

Training is most technique for Human Resources Development. By 
introducing Training programs to employees in the organization they get the 
following benefits. 

 Training programs provides information for improving leadership 
knowledge, communication skills andattitudes. 

 Helpstoeliminatefeatinattemptingnewtasks. 

 Improvesthejobknowledgeandskillsatalllevelsoftheemployees. 

 Improves interpersonalskills. 

 Helps prepare guidelines forwork. 

 Improves the morale of workspace. 

 To build better Humanrelationship. 

 For improving team work and teamspirit 

 Improvestherelationshipbetweenbossandsub-ordinate. 

 Providesinformationforfutureneedsinallareasoftheorganization. 

 Improve labor managementreadopts. 

Training and DevelopmentProcess 

Training and development is a continuous process as the skills, knowledge and 



 

quality of work needs constant improvement. Since businesses are changing 
rapidly, it       is critical that companies focus on training their employees after 
constantly monitoring them & developing their overallpersonality. 

Steps for training and development processes are: 

1. Determinetheneedoftraininganddevelopmentforindividualsorteams 

2. Establish specific objectives & goals which need to beachieved 

3. Select the methods oftraining 

4. Conduct and implementthe programs for employees 

5. Evaluatetheoutputandperformancepostthetraininganddevelopmentsessions. 

6. Keepmonitoringandevaluatingtheperformancesandagainseeifmoretrainingis 
required. 

Hence, this concludes the definition of Training and Development along with 
its overview. 

 

 

 

 

Training methods: 

A major consideration in choosing among the various training methods is 
determining which ones are appropriate to be learned. These training methods 
are classified into 



 

two types: 

They are 

a) One-the job TrainingMethods. 

b) Off-the job TrainingMethods. 

a) One- the job TrainingMethods: 

This method is also known as job instruction training. The individual is 
placed on a regular job and taught the skills necessary to perform that job. These 
trainees learn under the supervision and guidance of a qualified worker of 
instructor. This method gives the first hand knowledge and experience under the 
actual working conditions. 
While the trainee learns how to perform a job her is also a regular worker 
rendering the services for which he is paid. 

1. JobRotation: 

The movement of the trainee forms one job to another will be done under 
this method. The trainee receives job knowledge and gains experience from his 
supervisor or Trainer in each of the different job assignments. Trainers can also 
be rotated from job to job in workshop job. In this method the trainees 
understand the problems of employees their jobs and respect them. 

2. Coaching: 

The trainee is placed under a particular supervisor who functions as 
a coach in the training individual. The supervisor provides feed back to the 
trainee on his performance and offers him some suggestions for improvement. 
A limitation of this method of training is that the trainee may not have the 
freedom or opportunity to  express his ownideas. 

3. JobInstruction: 

This method is also known as training through step by step. The trainer 
explains to the trainee the way of doing the jobs, jobs knowledge and skills and 
allows him to do the job. The trainer appraises the performance of the trainee, 
provides feedback information and corrects the trainee. 

4. CommitteeAssignments: 

A group of trainees are given and asked to solve an actual organizational 
problem. The trainees solve the problem jointly. It develops team work. 

5. underStudy: 



 

An understudy is a person who is in training to assume at future time, the full 
method supplies to organization person with as  much  competency as  much  as  
the  superior  to fill his post, which may fall vacant because of promotion, 
retirement to transfer. Their leaders skills are also be taught by assigning him 
the task of supervising two or three people of the department. 

6. MultipleManagement: 

Multiple management is a system in which permanent advisory committees of 
mangers study problems of the company and recommendations to the higher 
management. It is also called as junior-board of executive system. These 
committees discuss the actual problem and different alternatives solutions after 
which the decisions are taken. 

b) Off-the-job TrainingMethods: 

Inthismethodthetraineeisseparatedfromthejobsituationandhisattentionis 
focused upon the learning material related to this future job performance. In this 
methodthetraineecanconcentrateonlearningthejobperformance.Inthismethodthe 
traineecanconcentrateonlearningthejobratherthanspendingthejobinperformingit. 
The trainee have the freedom of expression in thismethod. 

1. VestibuleTraining: 

This method is commonly used for training personnel for clerical and 
semi- skilled jobs. The duration of the training ranges from days to a few weeks. 
Theory can be related to practice in this method. 

2. RolePlaying: 

It is the method of human interaction that involves realistic behavior 
in imaginary situations. This method involves action ,doing and practice; the 
participants pay the role of certain characters such as production manager , 
quality control inspectors, foremen, workers . This method is mostly used for 
the developing interpersonal interactions andrelations. 

3. LectureMethod: 

The lecture is a traditional and direct method of instruction. The instructor 
organized the material and gives it to group of trainees in the form of a talk. 
The lecture must motivate the create interest among the trainees. The major 
limitation of the lecture method is that it does not provide for transfer of 
training effectively. 

4. Conference orDiscussion: 



 

It  is a method in training in the clerical,  professional and supervisory 
personnel,  a group of people who pose ideas, examine and share facts, ideas 
and data, test assumptions and draw conclusions, all of which contribute to the 
improvement of job performance. In this method there is a two-way 
communication, which enhances 
feedback.Leadershipskillsarerequiredforthesuccessofthismethod. 

5. ProgrammedInstruction: 

In this method the subject matter to be learned is presented in a series 
of carefully planned sequential units. These units are arranged from simple to 
more complex levels of instruction. The trainee goes through these units by 
answering questions or filling the blanks. 

6. In basketMethod: 

The trainees are first given background information about a simulated 
company its products, key personnel, various memorandum, requests and all 
data obtaining to the firm. 

 
 

7. The CaseStudy: 

Cases are based on the basis of actual business situations that happened in 
various organizations, the trainees are gives cases for discussing and deciding 
upon the 
cases.Whentheyareaskedtoidentifytheapparentandhiddenproblemsforwhichthey 
suggestsolutions. 

 
 

Difference between Training &Development: 
 

 

 

TRAININ

G 

DEVELOPMENT 

Trainingisalearningprocessinwhich 

employees get an opportunity to develop 
skill, competency and 
knowledgeasperthejobrequirement. 

Development is an educational process 

which is concerned with the overall growth of 
the employees. 



 

 
Training is a short term process. Development is a long term process. 

Training focuses on role. Development focuses on person. 

Training aims at a specific job or role 

requirement. 

Development is more conceptual and 

focuses on overall progression of the 
individuals. 

It is job oriented process. It is career oriented process 

Training revolves around immediate or 

the present need. 

Development focuses on career building 

and progression. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Advantages of training and development: 

Training and development has a cost attached to it. However, since it is 
beneficial for companies in the long run, they ensure employees are trained 
regularly. Some advantages are: 

1. Helps employees develop new skills and increases their knowledge. 

2. Improvesefficiencyandproductivityoftheindividualsaswellastheteams. 

3. Propertraininganddevelopmentcanremovebottle-necksinoperations. 

4. New&improvedjobpositionscanbecreatedtomaketheorganizationleaner. 

5. Keepsemployeesmotivatedandrefreshestheirgoals,ambitionsandcontribution 



 

levels. 
 
 

Disadvantages of training and development: 

Even though there are several advantages, some drawbacks of training and 
development are mentioned below: 

1. It is an expensive process which includes arranging the correct trainers and 
engaging employees for non-revenueactivities. 

2. There is a risk that after the training and development session, the employee 
can quit thejob. 

 
 

Management Development: 

Management development is a planned, systematic and continuous process of 
learningand growth designed to induce behavioural change in individuals by 
cultivating their mental abilities and inherent qualities through the acquisition, 
understanding and use of new knowledge, insights and skills as they are needed 
for effectivemanagement. 

Managementorexecutivedevelopmentisalong-termeducationalfuture-
oriented process. 

 
 

Methods of managementdevelopment: 

a) Coaching: 

In this method, superior guides and trains the subordinates or trainees as a 
coach. The content matter of coaching depends on the goals decided before the 
starting of coaching. The coach guides the trainees, reviews their performance 
time to time and suggests the changes required. 
This method works well if the coach and trainee are open with each other and 
there is an effective communication between them. Trainees take interest if they are 
recognised for improvement and rewarded for that. 

 
b) JobRotation: 
According to Bennett, “Job rotation is a process of horizontal movement that 

widens the managers experience horizon beyond limited confines of his own.” 
Job rotation is a method in which a person is moved from one job to another on 
some pre-
plannedbasis.Thereisarotationofjobsuntilthetraineeacquiresknowledgeabout all 
related jobs. The purpose of job rotation is to increase knowledge,skills, 



 

understanding of trainees about various jobs. It increases their confines. Job 
rotation method is usually designed for junior executives and it may take a 
period of six months   totwoyearsforonerotationtocomplete 

 
c) UnderStudy: 
In this method, one person is selected by supervisor and trained like his 
descendant. He is prepared to assume full time responsibilities of position 
presently held by supervisor. If the supervisor leaves the job or is on long absence 
due to illness, retirement, promotion or death, etc., then that trained person 
becomes available at the place of supervisor. Supervisor gets most of his work 
done from the trainee, discusses problems with him and involves him in decision 
making. Trainee is also allowed to attend discussions and meetings as a 
representative of supervisor. 

 
d) MultipleManagement: 
In this method, a junior board of executives is made to learn the skills of Board of 
Directors (BOD). Major problems are analysed by junior board and 
recommendations given to BOD. This is beneficial to junior board of executives as 
they learn problem 
solvingtechniquesanditbenefitsBODastheygetthevaluableopinionsofexecutives. 
Vacancies of BOD can be filled from junior board ofexecutives. 

 
e) CaseStudies: 
In this method, trainees are given a case in writing. Case here means a business 
problem or a situation which demands a solution. Trainees are directed to analyse 
the 
problem,findalternativecoursesofaction,evaluatealternativecoursesandselectmost 
appropriate solution. The trainer sees the solution and guides regarding it and 
ensures that no relevant fact ismissed. 

 
f) ConferenceMethod: 
A formal meeting conducted deliberately is called  as  conference.  The  
participants discuss the topic, give their ideas. The  conference  can  be  
divided  into  small  sessions also. This method emphasises on interaction and 
participation of trainees. This method also helps to develop conceptual 
knowledge, modify attitude and is suitable for a group   of 15-20 persons. In a 
group  with more than 20 persons,  active participation would not  bepossible. 

 
g) RolePlaying: 
In this method, trainees are given the roles which they act on the stage. Role 
players act before the class. This is a realistic behaviour of imaginary situations. 
Roles are given for situations like hiring, firing, interviewing, grievance handling, 
disciplining a worker, presentation to clients or customers etc. 



 

 

h) Lectures: 
Lectures are an easy method for development  when  number  of  trainees  is  
large.  It  is cost effective and consumes less time. Lectures are formally 
organised talks in which instructor guides about specific topics. In lectures, 
various demonstrations, audio-visual 
aidsanddiscussionscanbeusedforcreationofinterestamonglisteners. 
This method is useful when the purpose is to teach facts, concepts, principles, 
attitudes  and problem solvingskills. 



 

5. DATA ANALYSIS AND INTERPRETATION 

Howdoyouratethesafetyrulesandmeasurementsthatweregivenintraining period? 
 
 
 

S.n
o 

Option
s 

No. of 

respondent

s 

Percentage
(%) 

1. Excellent 50 50% 

2. Good 40 40% 

3. Average 10 10% 

4. Poor 0 0% 

 Total 10
0 

100% 

 
 
 
 
 
 
 

 
 
 
 
 
 

 

Interpretation 



 

From the above table and graph it is inferred that 50% are stated that 

the safety rules and measurements are excellent,40% stated that the safety and 

measurements are good ,10% sated that safety rules and measurements are 

average. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Do you think that training helps for the individual development or organisational 
development? 

 
 
 

S. no Option
s 

No. of 

respondent

s 

Percentage 
(%) 

1 Individual 
development 

35 35% 

2 Organisational 
development 

25 25% 

3 Both 40 40% 

 Total 100 100% 



 

 
 
 
 
 

 

Interpretation 

 

 
From the above graph it is inferred 35% are stated that training helps 

for the individual development, 25% stated that training helps organisational 

development, 40% stated that training helps for both individual development as well 

as organisational development 

 
 
 
 
 
 
 
 
 
 

Does the organisational policies were explained clearly? 
 
 
 

S. no Options No. of 
respondents 

Percentage 
(%) 



 

 
1 Yes 70 70% 

2 No 30 30% 

 Tota
l 

100 100% 

 
 
 

 

 
 
 
 
 

Interpretation 

 

 
From the above graph and table it is inferred 70% are stated that 

organisational policies were clearly explained,30% stated that organisational policies 

were not explained clearly. 



 

 
 
 
 

After the training programme how do you feel nature of the job? 
 
 
 

S 
.no 

Options No .of 

responden

ts 

Percentag

e (%) 

1 Satisfactory 35 35% 

2 Good 50 50% 

3 Unsatisfactory 15 15% 

 Total 10

0 

100

% 
 
 
 
 

 
 
 
 

 

Interpretation 

 

 
From the above table and graph it is inferred 35% are stated that after the 

training programme the nature of the job is satisfactory, 50% stated that 



 

nature of the job is good, 15% stated that nature of the job after training is 

unsatisfactory. 

 
 
 
 
 
 
 
 
 
 
 

On what level the training is provided? 
 
 
 

S. no Options No .of 

respondent

s 

Percentage 
(%) 

1 Rigorous 29 29 

2 Smooth 71 71 

 Total 100 100% 

 
 
 
 
 



 

 
 
 

Interpretation 

 

 
From the above table and graph it is inferred 29% are stated that   training 

is provided in rigorous level and 71% stated that training is provided in  a 

smoothlevel. 

 
 
 
 

4.6 Does the content delivered by the trainer was satisfactory? 
 
 

 
S. no Options No .of 

respondents 
Percentage (%) 

1 Highly satisfactory 50 50% 

2 Satisfactory 20 20% 

3 Partially 
satisfactory 

20 20% 

4 Dissatisfactory 10 10% 

 Total 100 100% 



 

 
 
 
 
 
 

Interpretation 

From the above graph and table it is inferred 50% respondents are highly 

satisfactory with the content that was delivered by the trainer, 20% are 

satisfactory with content that was delivered by the trainer, 20% are partially 

satisfactory with the content, and 10% are dissatisfactory with the content that was 

delivered by the trainer. 



 

 
 
 
 
 
 
 
 
 
 
 
 
 

 

Was the training programme helpful in personal growth? 
 
 
 
 
 

 
S. 
no 

Option
s 

No .of 
respondents 

Percentage 
(%) 

1 Yes 73 73% 

2 No 27 27% 

 Total 100 100% 

 
 
 
 
 

 



 

 
 
 
 

Interpretation 

From the above table and graph it is inferred 73% stated that training 

programmewashelpfulinpersonalgrowth,27%statedthattrainingprogrammewas not helpful in 

personalgrowth. 

 
 
 
 
 

Do you agree whether the training programme is planned properly 
 
 

 
S. no Options No .of 

respondents 

Percentage(
%) 

1 Strongly agree 38 38% 

2 Agree 36 36% 

3 Somewhat agree 20 20% 

4 Disagree 6 6% 

 Total 100% 100% 



 

 
 
 
 
 
 

Interpretation 

Fromtheabovetableandgraphitisinferred38%stronglyagreed the training 

programme was planned properly, 36% agreed that training programme was 

planned properly, 20% somewhat agreed that training 

programmewasplannedproperly,6%disagreewiththetrainingprogramme. 

 
 
 
 

Does instructor response towards trainees doubts were satisfactory? 
 
 
 

S. no Options No. of 

respondents 

Percentage 
(%) 

1 Highly satisfactory 22 22% 

2 Satisfactory 33 33% 

3 Partially satisfactory 30 30% 

4 Dis satisfactory 15 15% 



 

 
 Total 100 100% 

 
 
 
 

 
 
 

Interpretation 

From the above table and graph it is inferred 22% are highly satisfactory towards 

the response of the instructor, 33% are satisfactory towards the response of the instructor, 

and 30% partially satisfactory towards the response of the instructor, 15% are dissatisfactory 

towards the response of the instructor. 

 
 
 
 
 
 
 
 
 
 

Are the lectures that are given by the instructor were easy to understand? 
 
 

 

S. no Options No. of Percentage 



 

(%) 



 

 
  respondent

s 

 

1 Easy 80 80% 

2 Difficult 20 20% 

3 More difficult 0 0% 

 Total 100 100% 

 
 
 
 
 

 
 
 
 

 

Interpretation 

From the above table and graph it is inferred 80% stated that the lectures 

given by the instructor was easy to understand, 20% stated that the lectures 

givenbytheinstructorwasdifficult,0%statedthatmoredifficult. 



 

 
 
 

Training session involve: 
 
 
 

S. no Options No. of 

respondents 

Percentage 
(%) 

1 Only theory 20 20% 

2 Only practical 30 30% 

3 Both theory and 
practical 

50 50% 

 Total 100 100% 

 
 
 
 

 
 
 
 

 

Interpretation 

From the above table and graph it is inferred 20% stated that training session 

involve only theory, 30% sated that training session involve only practical, 50% stated 

that training session involve both theory and practical. 



 

 
 
 
 
 
 
 
 
 
 
 

Does the tasks given by the instructor were helpful in training? 
 
 
 

S. no Options No. of 

respondents 

Percentage 
(%) 

1 Yes 95 95% 

2 No 5 5% 

 Tota
l 

100 100% 

 
 
 
 
 

 

 
 
 
 
 

Interpretation 



 

 

From the above table and graph it was inferred 95% are stated that tasks 

that was given by the instructor was helpful in training, 5% stated that tasks given 

by the instructor were not helpful in training. 

 
 
 
 
 
 
 
 
 
 
 
 
 

 
Does your hospital provides you a safe work environment by accident prevention 

and 

Safety programmes? 
 
 
 
 

 
S. no Options No. of 

respondent

s 

Percentage 
(%) 

1 Yes 79 79% 

2 No 21 21% 

 Total 100 100% 



 

 
 
 
 
 
 

Interpretation 

 

 
From the above table and graph it is inferred 79% are stated that hospital 

provides a safe work environment by accident prevention and safety programmes, 21% 

stated that hospital doesnot provide any safe work environment by accident prevention 

and safety programmes. 

 
 
 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 



 

 
 
 
 
 

    What are the conditions that have to be improved during the training session? 
 
 
 

S. no Options No. of 

respondent

s 

Percentage 
(%) 



 

 
                   1 Redesigning the job 23 23% 

2 Remove interface 27 27% 

3 Re organising 19 19% 

4 Upgrade the 
information the 
material given 
during training 

31 31% 

 Total 100 100% 

 
 
 
 
 

 
 
 
 

 

Interpretation 

 

 
From the above table and graph it is inferred 23% are stated to redesign 

the job in the training session, 27% stated that to remove interface during the 

training session, 19% stated to re organise during training session 

,31% stated to upgrade the information the material given during training. 



 

 
 
 
 
 
 
 

 
Do you think knowledge gained in training is applicable in future: 

 
 
 

S. no Options No. of 

respondent

s 

Percentage 

(%) 

1 Some extent 30 30% 

2 To the extent 
possible 

20 20% 

3 To full extent 50 50% 

4 None 0 0% 

 Total 100 100% 

 
 
 
 



 

Interpretation 

 

 
From the above table and graph it is inferred 30% are stated some 

extent that knowledge gained in training is applicable in future ,20% are 

statedtotheextentpossible,50%statedtofullextent,0%arestatednone. 



 

FINDINGS 
 

● In the organisation  50% of the employees feel that safety rules and measurements that 
were given in training period  are satisfied.   

● In the training session 40% of  the employees  responded that the training involve both 
theory and practical and the organization provides the training for both new and existing 
employees.  

● It is found that 70% of the employees feel that organization polices were clearly 
explained. 

● It is found that 50% of  the employees feel good about the nature of the job after the 
training programme. 

● In the organization 71% of the employees stated that training is provided in a smooth 
way.   

● In the training session  50% of employees are highly satisfied with the content delivered 
by the trainer.  

● It is found that 73% of employees  feel that training programme helpful in personal 
growth and 27% feel that  training  doesnot  helpful in personal growth.  

● About the information provided by the trainer 33% of the  emplyoees are satisfied with 
the instructor response towards the trainees doubts and 15% are dissatisfied with the 
instructor response. 

● It is found that 80% of the employees stated that lectures given by the instructor were 
easy to understand and 20% of the emplyoees feel difficulty . 

● During the training session  50% of emplyoees feel that training session involve both 
theory and practical and 20% of the emplyoees stated that Training session involve only 
theory and 30% stated that training session involve only practical.



 

SUGGESTIONS: 

To overcome that ,from the point of employees views, 
 

● Maintaining  the shif  timings. If  the employee  work for overtime  i.e,more than 6 hours 
and for the emplyoees who are working for night shifts, the management should provide 
extra pay and certain benefits . 

● Providing  necessary  precautions  to  the nurses  such as shoe covers , because  some 
pathogens  can live on surfaces for days  or blood containing fluids may fall on the floor 
.so it is necessary to provide shoe covers to the staff. 

● As the customer input is high the organization needs to increase  bed capacity. 

● Staff  shortage in hospitals is one of the most critical issues therefore the organization 
should maintain its staff level by providing Various welfare schemes. 

● The organization has to focus on the hospital staff towards the respondence of the 
patients. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

CONCLUSION  

                   Training and development is necessary for the employees in this rapid 
transformation of technology for both existing and new employees. It makes the staff more 
effective and efficient .So that  the staff can perform well with the help of training. Training 
refers to a systematic setup where employees are instructed and taught matters of technical 
knowledge related to their jobs. The training programmes helped the employees to improve their 
skill and efficiency as a result of which they are able to undertake new challenges in the work. 
The training and development programmes held in Harini Hospitals helped their employees to 
know their strengths and weaknesses and helped them t0 work on their weaknesses. 

 

   “It is said that training is expensive as it is cost centric ,if avoided it is more expensive.”       

 

 

 

 

 

 

 

 



 

Bibliography 

References: 

1.  Aswathappa. K- Human resource management, Himalaya publications, New Delhi-       
2008 

2. Subbarao.P-Humanresourcemanagement.Himalayapublications,Mumbai-2008. 

3. Edwin b Flippo- personnel Management, Tata McGraw Hill Book Company, NewDelhi 
-1984. 

4. Venkata Ratnam C.S and Sri Vastava - Human resource management, Tata McGraw 
Hill, newdelhi-2005 

 
 
Websites: 

 www.kmvvja.com8/02/2020 - 11:10A.M 

 https://en.wikipedia.org/wiki/Trainingand development 13/2/2020 - 2P.M 

http://www.kmvvja.com/


 

Appendix: 

Questionnaire on Training and Development in Harini hospital 

Name:
 Experience
: 

 
Age:
 Departme
nt: 

 
Gender:
 Designatio
n: 

1. How do you rate the safety rules and measurements that were given in training? 

A) Excellent B)Good 

C)Average D)Poor 

2. Training sessioninvolve? 

A)Onlytheory B) Onlypractical 

C) Both theory and practical 

3. Does the organizational policies wereexplained clearly? 

A) Yes B)No 

4. Do you think that training helps for the individual development as well as 
organizational development? 

A) Individual B)Organizational 
development 

C)Both 

5. On what level the training isprovided? 

A) Rigorous B)Smooth 

6. Does  the content  delivered by the  trainer wasSatisfactory? 

A) Highlysatisfactory B)Satisfactory 

C)Partiallysatisfactory D)Dissatisfied 



 

7 . Was the training programme helpful in  personalgrowth? 

A) Yes B)No 

 

8 .Does the hospital provides you a safe work environment by accident prevention            
and                                     safety programmes? 

B) Yes B)No 

 

9.Are the lectures that are givenbytheinstructorwereeasytounderstand? 

C) Easy B)Difficult 

C)Moredifficult D) Mostdifficult 

 

10.Does the instructor  response towards trainees doubts weresatisfactory? 

D) Highlysatisfactory B)Satisfactory 

C)Partiallysatisfactory D)Dissatisfactory 
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Chapter – Ⅰ 

Introduction 
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Introduction: 

Material is a very important factor of a production. It includes physical commodities used to 

manufacture the final product. It is the inventorial and does not get waste and exhaust with the 

passage of time as labor is wasted with the passage of time whether in used or not. The other 

feature of material is that, is firm, where as other elements of cost like labour and other services 

can’t be easily varied once they are established. From this it can be concluded that material is 

most flexible on controllable input. It is the first and most important element of cost. Materials 

account for nearly 60% of the cost of production which is clear from analysis of financial 

statements of a large number of private and public sector organizations. 

The  purchase of materials will include both direct and indirect materials. Direct materials and 

indirect materials are both treated as stores items, where as stock of finished goods id not treated 

as a stores item, direct and indirect materials purchased for stock purpose to be issued to 

different jobs, works orders of departments as and when required. On the other hand, finished 

goods are treated as stock. The commonly used term “INVENTORY” which includes the stock 

not only  raw materials but also stores and spares, work-in-progress and finished goods. The 

stock materials are only a part of the inventory held by a manufacturing unit. 

Inventory management refers to the process of ordering, storing, and using a company's 

inventory. These include the management of raw materials, components, and finished products, 

as well as warehousing and processing such items.Inventory management is concern with 

keeping enough products on hand to avoid running out while at the same maintaining a small 

enough inventory balance at allow for a reasonable return on investment, proper inventory 

management is important to the financial health of the corporation, being out of stock forces 

customer to turn to competitors or result in a loss of scale excessive level of inventory where 

house fees insurance etc. The objective of chapter is examine the impact of inventory on the 

financial decision making. 

 According to the Indian association of materials management of  64 paisa in a rupee are spent on 

materials by Indian industries, 16 paisa on labour and the rest of 1 rupee of cost is spent on over 

heads. Importance of material control lies in the fact that any saving made in the cost of materials 
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will go a long way in reducing the cost of production and improving the profitability of the 

concern. Studies by experts in this field have highlighted the facts that if an organization can    

affect 5% saving in material cost, it would be as good as increasing the production or sales by 

about 36%. Proper control of material is necessary from the time orders for purchasers of 

materials are placed with suppliers until they have been consumed the object of material control 

is to attack material cost on fronts, so that the cost of material may be reduced. In other words, 

efforts are to be made to reduce the cost of materials when it is purchase, stored and used. 

The American production and inventory society defines: 

“Inventory management as the branch of business management concerned with planning and 

controlling inventories. The role inventory management is to maintain a desired stock level of 

specific products or items”. 

The bridge field group defines “system and processes that identify inventory requirement, set 

targets, provide replenishment techniques and report actual projected inventory status”  
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Need for the study: 

The inventory plays a vital role for the efficient operation of the company. It has a direct impact 

in the production, material and marketing departments and in their day to day activities. Every 

origination needs inventory for smooth running of its activities.  It serves as a link between 

production processes.The investment in inventories constitutes the most significant part of 

current asset/working capital in most of the undertakings. The main  purpose of  inventory 

management is to ensure availability of materials in sufficient quality as and when required and 

also to minimize investment in inventories. 
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Scope of the Study:- 

Inventory management helps in defining the policies of inventory control programs it also helps 

in determines economic order quantities stock outs identify safety stock and determine lead 

time.Proper inventory management helps in minimizing the handling cost cut down storage 

costs.Inventory management helps in building efficient supply chain. most business can adjust 

the inventory process to meet their needs while limiting the impact of system limitations. 
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Objectives of the Study:- 

1. To understand the importance of Feeds industry in India. 

2. To examine the Management of  Kwality Feeds Ltd. 

3. To study the Inventory Management in Kwality Feeds Ltd. 

4. To identify the problems if any, and to  provide appropriate suggestions for the 

improvement of the Inventory management  system of Kwality Feeds Ltd. 
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Research Methodology: 

Methodology is a systematic procedure of collecting information in order to analyze and verify a 

phenomenon. The collection is done through two principle sources viz. 

Primary data 

Secondary data 

1)Primary Data: 

It is the information collected directly without any reference. In this study it was mainly through 

interviews with concerned officers and staff, either individually or collectively. Some of the 

information had been verified of supplemented conducting personal with observation. 

For the present study, primary data collected by having conversation with the employees of 

Kwality Feeds Ltd. 

2) Secondary data: 

Secondary data is the data that have been already collected by and readily available from other 

sources. Such data are cheaper and more quickly obtainable than the primary data and also may 

be available when primary data can not be obtained at all. 

For the present study, secondary data collected from the annual reports of  Kwality Feeds Ltd, 

for the years four. 
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Limitations of the Study: 

 

 Since the procedure and policies of the company will not allow disclosing confidential 

financial information, the project has to be completed with the available data given to us. 

 The major constraint for the research was duration of the project which was only 45 days. 

 The study is carried basing on the information and documents provided by the organization 

and based on the interaction with the various employees of the respective departments. 

 Limited time also served as a constraint to get full information on issue. 
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 Industry Profile 
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INDUSTRY PROFILE 

Culture of aquatic animals especially fish culture has undergone a dramatic worldwide 

growth in the last few years. The aquaculture industry is the fastest growing food production 

industry in the world and approximately 50% of all fish consumed by humans is from 

aquaculture (Thorarinsdottir et. al., 2011). Nutrition plays a vital role in improving animal 

productivity (Jacob and Raj, 1987). Understanding about the nutritional requirements and 

production of fish feed is essential to the development and sustainability of aquaculture as the 

industry has matured. Prepared or artificial diets may be either complete or supplemental. 

Complete diets supply all the ingredients, Protein (18%-50%), Lipid (10%-25%), Carbohydrate 

(15%-20%), Ash (<8.5%), Phosphorus (<1.5%), Water (<10%), and trace amount of vitamins 

and minerals necessary for the optimal health and growth of the fish (Craig and Helfrich, 2002). 

Nutritionally complete feeds should be used when fish are reared in high destiny indoor systems 

or confined in cages and cannot forage freely on natural foods or natural foods are absent or 

where natural foods only make a small contribution to nutrition. When substantial amounts of 

natural productivity are available, supplemental feeds (incomplete, partial) don’t need to contain 

all essential nutrients and are intended only to help fortify the natural foods with extra potential, 

carbohydrate and lipid in the culture. 

Feeds can be farm-made single component feeds like Rice bran oil or Mustard oil cake to 

commercial feeds. Kitchen wastes may also be considered as one of the types of farm-made  

feeds produced economically for a small scale culture venture. Farm-made feeds or on-farm 

feeds consists of one or more artificial and/or natural ingredients produced for a particular 

farming activity and not for any commercial purpose. Mixtures of ingredients subjected to some 

form of processing (simple mixing, grinding, and cooking) done on-farm or in small processing 

plants are generally regarded as farm-made feeds and are often used in small-scale semi- 

intensive aquaculture practices. Commercial feeds are formulated and manufactured from a 

homogenous mixer of several ingredients, in various proportions that ensure precise quality 

targets in terms size and texture, stability and nutritional composition at a highly competitive 

price. Commercial complete feeds are used usually in intensive and semi-intensive practices. 

Some Feeds are formulated with antibiotics for treatment of vibriosis, and other bacterial 

infections are sometimes called medicated feeds 
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FEED TYPES: 

Feeds can be produced entire by steam processing, producing compacted, pressure-pelleted 

(sinking) feeds; or by extrusion, which produces expanded floating or buoyant feeds. 

1. Floating Feeds 

2. Sinking Feeds 

FLOATING FEEDS 

In general floating feeds offer numerous advantages over their sinking counterparts. Raw 

materials are propelled by screws along the barrel of the extruder machine to cook the material s 

at 120-175 degree C for about 30 seconds. The homogenous cooked mixture is forced through a 

die at high pressure. The material expands because of pressure difference. Floating feeds are 

more digestible as a result of cooking process and the heat and pressure deactivate destructive 

enzymes as well. Increased starch gelatinization helps the feed to be more stable in water by 

disintegrating less quickly that gives enough time to the fish to take the meal completely. 

Moreover, the farmer can directly observing the feeding intensity of his fish and adjust feeding 

rates accordingly determining whether feedings are too low or too high is in important in 

maximizing fish growth and feed use efficiency. Another side effect is that farmers can visually 

monitor the health condition of the reared fish as they come to the surface to take feed. 

In contrast, floating feed can be detrimental with respect to consumption by competitors and 

some fish species. 

SINKING FEEDS 

Sinking feeds are solid feed pellets that submerged during application. Bottom feeder 

shrimp, for example, prefer sinking pellets(density greater than that of water, 1 g/cm3) and will 

not accept a floating feed (Craig and Helfrich,2002). The farmer cannot always estimate feeding 

rates properly in relation to the biomass present in his pond and feeling whether too low or too 

high than the actual requirement. It cause lower weight gain in a particular age and enlarge the 

culture period when feeding rate is low. In the other hand, overfeeding causes subsequent loss of 

feed supplied as well as deteriorating water quality that may results in a number of problems. 

Feed Ingredients: 

Wide ranges of ingredients are used in preparation of aquafeeds. They include aquatic 

and terrestrial plants(Duckweeds, Azolla, Water Hyacinth, etc.), aquatic animals (Snails, 

Clams,etc.) and terrestrial-based live feeds(Silkworm Larvae, Maggots, etc.),plant or grain 
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processing products and byproducts (De-oiled Cakes and Meals, Beans, Grains and Brans) and 

animal-processing and by-products (Meat and Bone Meal, Blood Meal, Feather Meal, etc.). 

ingredients used commonly as sources of protein, carbohydrate and fat. 

Nutrient Ingredient Used 

Protein Fish Meal, Dry Fish, Soybean Meal, Meat and Bone Meal, Rape Seed 

Cake, Mustard Oil Cake, Soy Protein Concentrate, Blood Meal, Krill 

Meal, Maize Gluten. 

Carbohydrate Rice Polish, Maize, Flours, Wheat Meal, Extruded gelatinized starch. 

Fat Fish Oil, Vegetable Oil, Crude Oil, Full Fat Soybean. 

 
A wide variety of additives are used that would have position effects on growth and feed 

conversion without causing bacterial resistance to fully utilize valuable raw materials in feed 

pellets. 

FEED PRODUCTION: 

Production of feed includes two major steps as feed formulation and processing or preparation. 

Formulation 

Feed formulation is the process of quantifying the proportion of ingredients to be put together, to 

form a single uniform mixture or pellet that will provide all the nutritional requirements of the 

target fish. It is a central operation in feed production, ensuring that feed ingredients are 

economically used for optimum growth of reared spices. It requires a good expertise in fish 

biology and nutrition along with a deep knowledge about feed ingredients and their roles. Most 

large-scale fish farmers depend on commercial feed mills for their feeds, to obviate the need to 

do their own formulations or fees preparation. It is therefore essential that formulation are 

accurate, to ensure that cultured fish are not adversely affected. Feed formulation is a science and 

art at a time, requiring knowledge of feed and fish in view of economic aspects when using 

formulae. Feed Formulation can be done in two major steps as: 

1. Ingredient selection and restrictions and 

2. Identification of nutritional specifications. 

Processing of Feed 

a. Grinding 

b. Mixing 
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c. Conditioning 

d. Pelleting 

e. Drying 

f. Packaging 

Feed Characteristics: 

 Flavor and Taste

 Color and Buoyancy

 Sound

 Size and Pellets

GLOBAL AQUA FEED 

Increasing Demand for Fish and Fish- Based Products is expected to Drive the Aqua Feed 

Market 

With the globally increasing demand for fish and fish-based products, the compound feed 

demand in the aquatic animal food industry is also expected to increase. The growth is 

particularly high in emerging countries, such as China, India, and Brazil, owing to the increasing 

income levels due to expanding the middle class and increasing demand for seafood in these 

countries. The Asia-Pacific market, though accounts for a significant share in the overall market, 

is relatively unexplored, owing to the low level of organizing in the industry. 

The world’s aquafeed business is highly fragmented, and global players, like Cargill compete 

with a lot of regional feed producers. Around 35% of the aquafeed market is divided among four 

global companies, none of which has more than a 12% market share. 

Asia-Pacific Region is the Largest Market for Aqua Feed 

The aquaculture business is centered in Asia, particularly, in China. The region accounts for 

more than one-third of the world aquaculture production, by volume. China alone comprised 

more than 50% of the global fish production. Besides China, the region is also home to major 

producers, such as India, Vietnam, and Thailand. The aquafeed industry in this region is driven 

by factors, such as increasing fish consumption and growth in the processed seafood industry, 

owing to rise in middle-class incomes in developing countries. 

Increasing Costs of Raw Material is Expected to Weigh on the Growth of the Market 

The demand for high-quality aqua feed from the industry, owing to growth in the aquaculture 

industry, has elicited the increase in consumption of compound feed and feed additives. The feed 

https://www.mordorintelligence.com/industry-reports/north-american-aqua-feed-market
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availability has become a critical issue for the aquafeed industry. With the growing global 

population and a corresponding rise in a food shortage, the industry is facing severe pressure in 

procuring raw feed, such as fish meal and fish oil, which are very crucial for manufacturing aqua 

feed and the growth of the aquaculture industry. Feed acids, antioxidants, and vitamins are 

mainly extracted from natural sources, such as seeds, tree barks, and plant leaves. The rising 

costs of extraction from these sources, coupled with stringent regulations over waste biomaterials 

and wastewater treatment, have a limiting effect on the global market. Oceans are tapped out,  

and the environmental regulations surrounding the wild, marine or inland fisheries has made it 

difficult to procure raw materials, such as fish meal and fish oil for feed. Prices are expected to 

soar owing to increasing demand, and adversely affect the aquafeed market. Regulatory issues 

are the biggest constraints for the feed industry. 

Stringent Regulations in Developed Countries is Expected to Restrain the Market Growth 

The animal feed production comes under feedstuff regulations in most countries. The regulatory 

framework is getting increasingly strict, such as the ones in 2006 in European Union and in 2009 

in the United States, where, the ban on the use of antibiotics, as growth promoters in animals, 

was seen. Many countries, including China, Thailand, and Vietnam that export fish to Europe 

and the United States do not have such regulations against antibiotics or animal proteins usage in 

animals or feeds. Such disparities in regulations have adverse effects on the global fish and aqua 

feed trade, especially between developed and developing economies. The feed and feed additive 

producers are required to follow strict regulations related to regional and national health and 

safety, for gaining product approval in the developed nations. These regulations ultimately affect 

the cost of the final product. Such regulatory initiatives are posing challenges for existing feed 

products and increasing the price of new feed development. 

Major Players: Nutriad International NV, Biomar A/S and Aller Aqua A/S amongst others. 

Recent Developments in the Market 

Epicore, a company operating in the North American and South American aquaculture market 

with specialization in the manufacture of larval feed and probiotics, was acquired by Neovia. 

Reasons to Purchase this Report: 

 Provides latest insights into the Global Aqua Feed industry

 Studies on the region expected to witness the fastest growth during the forecast period

https://www.neovia-group.com/es/neovia-announces-the-acquisition-of-epicore-a-probiotics-expert-on-the-global-aquaculture-market/
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 Identifies the latest developments, market shares, and strategies employed by the major 

market players

 Analyzes the market scenario with the help of Porter’s Five Forces Analysis

 Analysis of the impact of regulations in developed countries on the aquafeed industry

 3-month analyst support, along with the Market Estimate Sheet in excel

Report Customization and Benefits: 

 This report can be customized to meet the desired requirements. Please connect with our 

analyst, who will ensure you get a report that suits your needs

INDIA AQUA FEED – MARKET SHARE 

INDIA - With seafood production growing at the rate of four per cent per annum since 2012, 

India’s aquaculture feed demand is to touch 7 million tonnes by 2017-18. 

This was said in a report released by Yes Bank at the Global Grain & Global Feed event held in 

Pune recently. 

As per an estimate, currently, India’s aqua feed consumption is around 1 million tonnes and 

assuming on an average 1.5 feed conversation ratio (industry standards), the demand for aqua 

feed comes to around 7 million tonnes by 2017-18, the report said. 

India’s seafood production was recorded at 9 million tonnes in 2012-13 and due to rapid changes 

in shrimp and fish farming, production capacities for modern feed has gradually gone up to 2.88 

million tonnes during 2013-14. 

India has around 26 aqua feed mills spread across the country. However, their production 

capacities are only 43.4 per cent with a total production of 1.25 million tonnes. 

To meet the requirement, India imports more than half of the requirements from other countries, 

so there is huge scope in aqua feed. 

With the introduction of vannamei shrimp, the cultured shrimp production is growing at 16 per 

cent. 

The demand from shrimp will drive the growth of the aqua feed industry at five to six per cent 

annually. 

The feed demand only from shrimp and fresh water shrimp is around 1 million tones. 

India currently has 13 feed mills that can produce modern feed for the shrimp sector with a 

production capacity of 1.33 million tones. 
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On fish feed, the current installed capacity is 1.55 million tonnes. The total feed production for 

shrimp and fish stands at 572,000 tonnes and 684,000 tonnes respectively, the report adds. 

Shrimp production growth has driven consumption growth by 13 per cent between 2007-08 and 

2012-13 reaching almost 300,000 tonnes in 2013-14. 

Disease outbreaks remain one of the major risks affecting the growth of the aquaculture feed 

industry. 

Freshwater fish feed demand has grown rapidly, driven by the growth in the freshwater fish 

segment in India. 

Current freshwater fish feed production is estimated at 0.7 million tonnes and significant 

investment has gone into the creation of capacities. It is expected that the demand for fresh water 

fish feed is expected to grow at five to six per cent in the near term. 

Emphasizing on emerging markets for aqua feed, the report said that current market players and 

feed mill investors are looking for market diversification options to increase feed capacity 

utilization. 

Currently, Andhra Pradesh constitutes the major share in the domestic market, accounting for 

feed sales at almost 60,000 tonnes per month followed by other states with below 5000 tonnes 

sale a month. 

After 2008 many aqua feed mills have started manufacturing floating/pellet feeds for the farming 

of freshwater fish. 

Cheaper feed ingredients like deoiled rice bran, wheat bran, cottonseed cake and groundnut cake 

are extensively used in freshwater aquaculture. Both conventional and non-conventional feed 

ingredients are used in feed formulation for shrimps. 

Feed ingredients like fishmeal, squid meal, lecithin, cereal flour and other essential and propriety 

additives and fish oil are also used in prawn and shrimp feed formulations. 

Freshwater fish are fed with farm made feeds which consists of a mixture of rice bran, wheat 

bran and oilseed cakes, the report said. 

Globally, the aqua feed market has witnessed an exponential growth owing to factors such as 

growing consumption of seafood and growth of the aquaculture industry as a whole. India along 

with US, China and Brazil are the leading aqua feed producers across the world. 

The report also said that Asia Pacific is the largest market for aqua feed consumption, 

contributing to over 70 per cent of the overall consumption. 
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An Altech-2015 Global Feed survey stated that the world has produced an estimated 41 million 

tonnes of aqua feed during the last year. With Asia Pacific and China as one of the leading 

consumer and producers of aqua feed. 

New technologies from all over the world The feeding industry is one of the main 

industry which will able to influence the growth of Indian  economy  it  has  a  scope  to  

improve their activities and enhance the rate of growth in the competitive market so if we 

observe the scope of feeding industry all over the world china, Pakistan, Japan ,Taiwan are 

plying a well role when comparing with our country so  our  country  has  always  showing 

inters to import the methods and strategies which they are following and what  are strategies 

they are implementing to enhance their capacity of production and which type  of technology 

can able to give the maximum level of output with  high  quality  by  considering  all  their  

thing our country is importing There are favorable situations are rising to improve  our  

industrial performance which are operating within the feeding industry is a an evergreen 

business when comparing with other industries. Because the food processing items he fish feed 

will have demand always so their feeding industry are automatically helping to the country in 

the setting of economy development by contributing their share of amount in the name of taxes, 

revenues, purchases, policies social activities etc. The fish feed manufacturing technology 

developed by HON young development co, has been successfully operation by the more than  

40 fish feed, feed mills in the world in the developing updating technology to be in the always  

in the most advanced and leading position in the died of fish feed manufacturing .here is the 

processing description of which it is operation formulas and operation parameter. 

 
GLOBAL POPULATION, FEED MANUFACTURE AND PER CAPITA 

 

Capital 

Use Year 

(MILLIO 

NTONS) 

Population 

Feed Use 

MANUFACTURED 

FEED 

PER 

CAPITA 

(BILLIONS) 

(KG/PERTON) 

1975 4.1 290 71 

1980 4.5 370 82 
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1985 4.9 440 90 

1990 5.3 537 101 

1995 5.6 590 105 

1996 5.7 597 105 

1997 5.8 605 104 

1998 5.9 575 97 

1990 6.0 586 98 

2000 6.1 591 97 

2001 6.2 597 96 

 
 
 

Source Feed international 2010 world feed panorama survey (2010 data); 

Protein oilseed meals Soybean meal for example account for 75 percent of all protein 

used in compounded livestock ration worldwide. 

There is an on going debate and campaign to reject genetically modified organisms  

from livestock diets. The livestock feed sector will have to join this debate and win if it is to 

have Genetically Modified (GMO) Developments in the future which will improve the 

production and add nutritional that are acceptable to the sophisticated western consumer. It is  

the affluent west European consumer that is gaining the attention of policy make in Brussels, 

and what the European Union does seems to persuade other of the issues. 

Rendered Animal products Meat and bone  meal,  a  long  time  traditional  ingredient 

and rich source of amino acids and mineral in livestock feeds worldwide, is banned in the 

European Union this is due to the Bovine Spongiform Encephalopathy (BSE) crisis and the link 

to the new Variant Creutzfeldt-Jakob Disease (VCJD) in humans. 

Fishmeal this inability of current testing procedures to distinguish animal by products now 

being produced the under new processing procedures from fishmeal, has to fishmeal being 

included in the overall animal protein ban. There is also an underlying concern over dioxin 

levels in fishmeal. 
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There are other source of protein, but from industry of view. These are the Big Three  Within  

oil meals, soybean dominates as a protein source. 

All three proteins are key components in commercially produced livestock ration in all 

countries, and all these proteins are traded globally. It is the raw materials that travel to  the 

areas in the live stock, that will consume them, are being farmed. 

Feed mills in general, are located need the centers of livestock production and seldom does 

complete feed cross national borders or travel far from the point of manufacture. Feed 

concentrates on the other hand-where the protein content or the micro ingredients are expensive 

and require careful formulation may be trade internationally and over greater distance, but the 

volumes in comparison to complete feeds is minute. 

Yet the industry often feel that government do not see the importance of the trade in the feed 

raw materials as part of the food production systems. With protein sources facing crisis and 

projection putting world population on target to reach nine billion by 2050, it timely for FAO to 

set up this Expert Consultation. There are two key reasons why the industry should take more 

than a passing interest in protein sources: 

It is part of today‘s food Chain What consumers say, What  they believe  about  the  feed 

industry and how it goes about Its business will Effect the livelihood of all involved, and What 

happens in the one country can have a dramatic on the operation of the feed industry in another 

.These are the companies which are acting like a feed manufacturing industry in the India and 

our state. Actually the development of their feeding industry will be having an evergreen 

opportunity because some of the countries like chain Taiwan. Pakistan, India they are playing a 

well role in the maintenance of feeding industry so India has a  maximum  scope  to  improve  

the level of performance in the process of producing a qualified  feed  so the customer gets  

good results by the usage of new and updated technology while  in  the  production  process. 

The  above  organizations  are contributing  their  maximum  level  of  efficiency  to  improve 

the quality in  the production and they are showing their  interest to enhance themselves and  

also for the helps of country in the process of making the economy in to a  proper  track. 

Because the calculation of economy will be dependent on the revenues in the country in the 

name of taxes from companies. 
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SOME OF THE ORGANIZATIONS WHICH ARE OPERATING IN THE INDUSTRY: 
 

SOUTHERN INDIA: 

ANDHRA PRADESH: 

Adonis Proteins feeds 

Andhra Pradesh Dairy Dev Cooperative federation Ltd 

Baha’i Foods & Feeds Ltd 

Baha’i poultry & Cattle Feed (P) Ltd 

Coromandel Agro products & Oil Ltd 

Crown Aqua Feed (P) Ltd 

Essen Enterprises 

GP Cotton & Oil products Ltd 

Godrej Grover Ltd 

Gold Mohr Feeds & feeds Ltd (Hindustan lever) 

Guntur Dist. Cooperative Milk produce s’ Union Ltd 

Hajj Mohamed Husain Traders 

Hindustan Livestock Feeds 

Janice Feeds Private Ltd 

Quality Feeds Private Ltd 

Marked feed Mixing Plant 

Nadia Agro-Vet Industries Private Ltd 

Pasha Feeds 

Saptagiri Feeds 

Sri Satya Sai Chemical &Feeds (P) Ltd 

Srinivasa poultry & Cattle Feeds Private Ltd 

KERALA: 

Government of Kerala 

Higashimaru Feeds (India) Ltd 

Kerala Cooperative milk Marketing Federations Ltd 

Kerala Trading Corporation 
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Keyence Feeds (P) Ltd 

Prima Agro production Ltd 

Vijay feeds & farm Tonus (P) Ltd 

PONDICHERRY: 

Government of Pondicherry 

Pondicherry Cooperative Milk Producers Union Ltd 

TAMILNADU: 

AVMC battle & poultry Feed Mfg. Industries 

Amazing Agro Export Ltd 

Annam feeds Ltd 

Arafat & Arafat Associates 

Coimbatore chemicals & Fertilizers Ltd 

Feeds India Godrej Agrovet Ltd 
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Organisation Profile 

About company: 

Kwality Feeds Ltd was established in the year 1993 with the objective of becoming preferred 

aqua feed supplier to the developing aquaculture industry in India. In the year 2005 it has 

revolutionized the Indian aquaculture by introducing high performance extruded floating fish 

feeds. 

Company Mission: 

To provide healthy and sustainable growth for customers by creating innovative feed solutions to 

develop aquaculture. 

Company Values: 

Respect Courage Innovation Execution Openness 

We act with 

integrity based 

on mutual trust 

and recognize 

the inherent 

value of all 

people and the 

environment. 

We like challenges 

and take measured 

risks. We drive 

change and 

improvement.We 

strive for being 

winners. 

We seek 

opportunities and 

strive for 

innovative 

business 

solutions 

internally and 

externally on 

behalf of our 

customers. 

Based on skills 

and insights we 

act and get 

things done.We 

value personal 

responsibility 

and initiative. 

We work with 

others in an 

open and 

inclusive 

way.We are 

reliable and 

trust 

worthy.We 

work and act 

global. 

 

Process overview: 

The Kwality fish feed production secures the right nutritional ingredients in the finished product 

together with the physical criteria’s linked to the different Kwality products. 

The main ingredients are marine raw materials, vegetable raw materials and other ingredients 

such as starch, pigment, vitamins and minerals. 
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The Kwality plants do have advanced operating systems and the process is controlled from a 

central control room from where process data are monitored. 

Raw Materials 

Marine Raw Materials : 

Fishmeal  Standard, 

Fishmeal  LT, 

Fish oil. 

Vegetable Raw Materials: 

Soy Protien, 

Wheat gluten, 

Rapeseed Cakes, 

Horse Beans, 

Sunfiower Cake. 

Other Ingredients: 

Pigment, 

Wheat. 

Process 

Dry raw material storage 

The dry raw materials are mainly stored in silos to keep the ingredients cool and dry. 

Oil storage 

The oil fish oil and vegetable oil are stored in storage tanks. 

Dry powder dosing 

The dry ingredients are dosed from dosing silos down into a batch scale according to recipe. 

Grinding 

To secure a homogenous product even in the smallest products it is necessary to grind the 

products. The equipment used is hammer mills. 
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Mixing 

To be sure of a homogenous product the batch is mixed in a mixer. 

Extrusion 

The dry powder is transferred to the extruder where water steam and mechanical energy are 

transferred to the product. The temperature at the end of the extruder increases to 115 to 120 °C . 

The high temperature and the mechanical work melt the starch. In the extrusion process the 

powder becomes a high viscose liquid. Passing the dies at the end of the extruder the product 

expands due to the pressure drop at the dies. The microstructure in the pellet is formed by this 

expansion and makes space for further oil dosing. 

Drying 

The water added into the extruder is removed by drying. The pellets are dried in dryers with a 

drying time from 40 to 90 minutes. The product temperature drops from 90 °C to about 50 °C in 

the drying process. 

Coating of oil 

In most of the feed recipes oil is added to the pellets. The dried pellets are coated with oil in a 

batch vacuum coater. 

Cooling 

To secure and stabilize the products the products are cooled to room temperature. 

Bagging 

After cooling the product is sifted and taken out in 25 to 50 kg bags. 

Overview Of Manufacturing Process 

Products: 

Kwality Feeds brings a new generation of efficient Floating Fish feeds which help achieve the 

best possible total economic performance in your fish farm. Our concept optimizes the feed to a 

targeted performance in terms of Feed Conversion Ratio and Growth Rate without depending on 

particular raw materials. It supplies the digestible energy needed for maintenance and the 

targeted growth performance at each stage in the fish life cycle. It delivers an adequate amount 

of digestible proteins with the right amino-acid profile in order to enable the fish to fully utilize 

its growth potential. It provides the vitamins, minerals, and other micronutrients necessary for 

growth and development. Utilizing advanced optimization tools and the results through research 
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and trials our team of product developers can efficiently match the nutritional requirements of 

the fish at each individual growth stage. 

Benefits of Kwality Floating fish Feed 

 Eco Friendly 

 Low Feed Conversion Ratio 

 High Growth Rate 

 Higher Biomass 

 Highly Palatable 

 Easy Feeding Management 

 Optimum Water Quality 

 Low Mortality Rate 

 Higher Immunity 

 

Feed Composition 

Product 

Code 

Protein % 

(min) 

Fat % 

(min) 

Fibre % 

(min) 

Moisture % 

(max) 

Energy 

(Kcal) 

203 20 3 7 11 2300 

243 24 3 7 11 2500 

283 28 3 6 11 2800 

304 30 4 6 11 3000 

326 32 6 6 11 3400 

 

Resources: 

Water Quality in Fresh Water Aquaculture: 

The major water quality factors that are important in freshwater aquaculture systems and 

methods to monitor them are described in this publication. Water quality determines not only 

how well fish will grow in an aquaculture operation, but whether or not they survive. Fish 
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influence water quality through processes like nitrogen metabolism and respiration. Knowledge 

of testing procedures and interpretation of results are important to the fish farmer. 

Some water quality factors are more likely to be involved with fish losses such as dissolved 

oxygen, temperature, and ammonia. Others, such as pH, alkalinity, hardness and clarity affect 

fish, but usually are not directly toxic. Each water quality factor interacts with and influences 

other parameters, sometimes in complex ways. What may be toxic and cause mortalities in one 

situation, can be harmless in another. The importance of each factor, the determination method 

and frequency of monitoring depends upon the type and rearing intensity of the production 

system used. 

Water Quality Parameters in Fresh Water Aquaculture 

 

 Water Depth 5-6 Feet 

 Ph 7-8.5 

 Dissolved Oxygen 3-10 PPM 

 Carbon Dioxide 1-10PPM 

 Alkalinity (Total) 80-100PPM 

 Ammonia 0.1 PPM ( Max 0.5 PPM) 

 Hydrogen Sulphide .01 PPM (Max 0.03 PPM) 

 Salinity < 2PPT 

 Plankton >1 ml/ 50L 

Temperature 

All biological and chemical processes in an aquaculture operation are influenced by temperature. 

Fish adjust their body temperature and metabolic rate by moving into cooler or warmer water. 

Each species has a preferred or optimum temperature range where it grows best. At temperatures 

above or below optimum, fish growth is reduced. Mortalities may occur at extreme temperatures. 
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Dissolved Oxygen 

The minimum dissolved oxygen (DO) level that fish can safely tolerate depends upon 

temperature and to a certain extent the species. Volubility of oxygen increases as temperature 

decreases. In ponds, DO can change dramatically over a 24 hour period. During the day oxygen 

is produced by photosynthesis, the process by which green plants convert water and carbon 

dioxide in the presence of light, to oxygen and carbohydrates. During the night and day oxygen 

is consumed by respiration, the process by which plants and animals use oxygen to produce 

carbon dioxide as they burn carbohydrates, but in the day photosynthesis usually produces more 

oxygen than is used. Typically, oxygen levels are lowest just before dawn and highest in the late 

afternoon. 

DO in a culture system must be maintained above levels considered stressful to fish. Warmwater 

fish (species that grow best at temperatures above 25°C) can tolerate lower DO concentrations 

than Coldwater fish (species that grow best at temperatures below 15°C). As a rule of thumb, DO 

should be maintained above 3.0 ppm (parts per million; frequently used interchangeably with 

milligrams per litre, mg/L) and 5.0 ppm for warm and Coldwater fish, respectively. Prolonged 

exposure to low, nonlethal levels of DO constitutes a chronic stress and will cause fish to stop 

feeding, reduce their ability to convert ingested food into fish flesh, and make them more 

susceptible to disease. Intensive fish production in ponds, cages, flow-through, and recirculating 

systems requires aeration or oxygenation to maintain DO at safe levels. 

Nitrogenous Wastes 

Most fish and freshwater invertebrates excrete ammonia as their principle nitrogenous waste. 

Analytical methods are used to determine total ammonia-nitrogen (TAN). The proportion of 

TAN that exists in ionized and un-ionized form varies with pH and temperature. As pH and 

temperature increase, the amount of TAN in the toxic un-ionized form increases . Fish 

continuously exposed to more than 0.02 ppm of the un-ionized form may exhibit reduced growth 

and increased susceptibility to disease. 

When fish are cultured intensively and fed protein-rich feeds they can produce high 

concentrations of ammonia in the water. Ammonia and other metabolic wastes are gradually 

removed by natural processes in ponds or through the use of biological filters in recirculating and 

reuse systems. Ammonia is removed by bacteria that initially convert it into nitrite and 

subsequently into nitrate. Nitrite is toxic to fish and causes “brown blood” disease. 
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Concentrations of 0.5 ppm have reduced growth and adversely affected fish. Fish can tolerate 

nitrate to several hundred ppm. Removal or detoxification of ammonia is facilitated by providing 

and maintaining an optimal environment for the appropriate bacteria (pH between 7-9; 

temperature approximately 24-30° C). 

PH 

The concentration of bases and acids in the water determines its PH. A low pH is acidic and a 

high pH is basic; a pH of 7 is neutral. Fish survive and grow best in waters with a pH between 6-

9. If pH readings are outside this range, fish growth is reduced. At values below 4.5 or above 10, 

mortalities occur. 

In well-buffered ponds (with alkalinity over 50-100 ppm, see next section), pH typically 

fluctuates one or two units daily. In the morning, carbon dioxide levels are high and pH is low as 

a result of respiration during the night (carbon dioxide forms a mild acid when dissolved in 

water). After sunrise, algae and other green plants produce carbohydrates and oxygen from 

carbon dioxide and water by photosynthesis. As carbon dioxide is removed from the water, its 

pH increases. The lowest pH of the day is typically associated with the lowest level of dissolved 

oxygen. The highest pH of the day is typically associated with the highest level of dissolved 

oxygen. 

In recirculating systems, vitrification and respiration of both fish and biofilter bacteria decrease 

PH. Frequently, a buffer such as sodium bicarbonate is added to prevent the pH from falling too 

much. 

Alkalinity 

The buffering capacity of culture water, expressed as ppm calcium carbonate, is its alkalinity. 

Alkalinity is a measurement of carbonate and bicarbonate ions (ions are atoms or groups of 

atoms with a negative or positive charge) dissolved in the water. As the amount of carbon 

dioxide fluctuates, the pH of water changes. The magnitude of this shift is determined by the 

water’s buffering capacity or its ability to absorb acids and/or bases. Photosynthetic activity in a 

poorly buffered pond can cause pH to increase, perhaps from as low as six in the morning to nine 

or more by late afternoon. In a pond with higher alkalinity, the pH shift is reduced. For instance, 

the daily shift in a well buffered pond might be from a pH of seven in the morning to eight by 

late afternoon. A suitable range of alkalinity is 20 to 300 ppm. Alkalinity in excess of 300 ppm 

does not adversely affect fish, but it does interfere with action of certain commonly used 
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chemicals (e.g., copper sulphate). Alkalinity remains relatively constant in ponds, but decreases 

steadily in nonsupplemented, recirculating systems. Alkalinity can be increased by adding 

agricultural limestone to ponds or sodium bicarbonate to recirculating systems. 

Hardness 

Calcium and magnesium ions comprise hardness. Test procedures usually determine both ions as 

“total hardness,” expressed as ppm calcium carbonate. In most waters the concentrations of 

alkalinity and hardness are similar, but they can differ vastly as alkalinity measures negative ions 

(carbonate, bicarbonate) and hardness measures positive ions (calcium, magnesium). Hardness is 

important, especially in the culture of several commercial species. If hardness is deficient, these 

species do not grow well. Hardness should be above 50 ppm; low hardness can be adjusted by 

the addition of lime or calcium chloride. 

Carbon Dioxide 

Only when using groundwater, transporting fish at high densities, or in recirculating systems are 

carbon dioxide problems likely to develop. At high concentrations, carbon dioxide causes fish to 

lose equilibrium, become disoriented and possibly die. Testing groundwater before use and 

aerating it, if necessary, will reduce carbon dioxide to acceptable levels. Careful planning, 

aeration or oxygenation, and buffering of water will keep carbon dioxide at acceptable levels 

when large numbers of fish are hauled extended distances or cultured in recirculating systems. 

Salinity 

The total concentration of all ions in the water is its salinity. Freshwater fish exhibit a range in 

salinity tolerance. Many commercially important species survive and grow well in slightly salty 

water. After they smelt, salmon and trout can tolerate salt water. Salinity not only affects 

osmoregulation it also influences the concentration of un-ionized ammonia. During the planning 

stage of an aquaculture operation, salinity should be measured and the water’s appropriateness 

determined. 

Iron 

Many groundwaters contain elevated levels of dissolved iron. When exposed to the air, this iron 

interacts with oxygen, becomes insoluble, and forms a red deposit. Small clumps of iron are 

produced that can settle on fish gills, causing irritation and stress. Problems can be avoided if the 

iron-bearing water is exposed to air and the resultant clumps of iron removed by settling or 

filtration before the water enters the culture system. 
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Chlorine 

To control bacteria, municipal water supplies are typically treated with chlorine at 1.0 ppm. If 

municipal waters are used to culture fish, residual chlorine must be removed by aeration, with 

chemicals such as sodium thiosulfate, or filtration through activated charcoal. Chlorine levels as 

low as 

0.02 ppm can stress fish. 

Hydrogen Sulfide 

Ponds with oxygen-poor bottoms and accumulated organic material can release hydrogen sulfide 

when seined or disturbed. Substratum beneath heavily fed cages/net pens can accumulate wastes 

and produce hydrogen sulfide gas if oxygen becomes deficient. Hydrogen sulfide gas has a rotten 

egg odour and is extremely toxic to fish. Any detectable odors or levels should be avoided and 

extreme care should be taken when handling fish in an afflicted pond. Ponds can be drained, 

exposed to air and/or excavated to correct the problem. 

Water Clarity 

In pond and cage culture, water clarity can affect fish. If fish that prefer turbid waters are 

cultured in relatively clear water they will experience stress; survival and growth will be 

adversely affected. Accumulation of suspended solids and discoloration of culture water occur in 

recirculating systems which can irritate fish and precipitate disease. Some suspended and 

dissolved materials can cause off-flavour in fish. Filtration and flocculent can be used to remove 

solids and reduce discoloration. 

Monitoring Methods 

A variety of methods are available to monitor water quality . In pond, cage, and low intensity 

culture, the high precision of sophisticated analytical methods is not needed to make informed 

management decisions. However, intensive culture in recirculating and reuse systems requires 

frequent and sophisticated monitoring. 

If fish are maintained at high densities, then temperature, dissolved oxygen, ammonia, nitrite, 

and pH should be monitored daily or more frequently . Water clarity, alkalinity, and hardness can 

be measured less frequently, perhaps one or two times per week, as they do not fluctuate as 

rapidly. Salinity, iron, and chlorine should be determined when a potential water source is first 

examined so corrective measures may be incorporated into the production system during the 
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design or planning stage. Carbon dioxide should be measured when first using a new 

groundwater source and routinely in recirculating systems. When hydrogen sulfide and carbon 

dioxide problems are likely, systems should be monitored closely and the means to correct 

problems should be readily available. 

At lower stocking densities, water quality parameters can be monitored less frequently or not at 

all. Regardless of the frequency, monitoring should be conducted at a standard time and depth 

where fish are located. Time of measurement and observed values should be recorded; good 

record keeping is essential to successful aquaculture. In pond and cage culture it is preferable to 

monitor dissolved oxygen early in the morning, when conditions stressful to fish are most likely 

to occur (e.g., low oxygen). Conversely, temperature and pH in ponds are best measured during 

the late afternoon. 

Feeding Program for Pangasius: 

Avg. Body 

Weight 

% Daily 

Feeding 

Feed For Ton fish 

(Kgs) 

Estimated 

monthly 

30 gm 5% 50 70- 100 gm 

    100 gm 4% 40 100 gm 

    250 gm 2.50% 25 100 gm 

    500 gm 1.50% 15 150 – 200 gm 

    750 – 800 gm 1.20% 12 200 – 250 gm 

    1 Kg and above 1% 10 200 – 250 gm 

    1.5 Kg and above 0.80% 8 200 – 250 gm 

 

 

 

 

http://www.kwalityfeeds.com/feeding/
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Feeding Program for White Fish  

Avg. Body Weight  % Daily Feeding  
Daily Feed for ton 

Fish  

30 gm 4% 40 Kgs 

   100 gm 2.50% 25 Kgs 

   250 gm 1.50% 15 Kgs 

   500 gm 1.30% 13 Kgs 

   750 ‐800 gm 1.10% 11 Kgs 

   1000 gm 1% 10 Kgs 

   1500 gm and above 1% 10 Kgs 

  

  

 



 

 

 

 

 

 

 

Chapter - Ⅳ 

 Theoretical Framework 
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Inventory Management  

Introduction: 

Inventory management is concerned with keeping enough products on hand to avoidrunning out 

while at the same time maintaining a small enough inventory balance at allowreasonable return 

on investment, proper inventory management is important to the finance health of the 

corporation, being out of stock forces customers to turn to competitors or result a loss of sales 

excessive level of inventory, however results in large inventory carrying costs, including the cost 

of the capital tied up in inventory where house fees insurance etc. The objective of the chapter is 

to examine the impact of inventory on the financial decision making. 

Inventories are a component of the firm's working capital and, as such, represent acurrent 

accounting cycle, which is normally one year. 

A Current Asset: It as assumed that inventories will be converted to cash in thecurrent 

accounting cycle, with is normally one year. 

Level Of Liquidity: inventories are viewed a source of near all cash. For most products, this 

description is accurate, at the same time most firms hold some slowmoving items that may not be 

sold for a long time. With economic slow down or changes in the markets for goods the 

prospects for sale of entire product lines diminished. In these cases, the liquidity aspects of 

inventories become highlyimportant to the manager of working capital. At the minimum the 

analyst must recognize that inventories are the least liquid of the current assets. 

Liquidity Lags: inventories are tied to the firm's pool of the working capital in aprocess that 

involves three specific lags.Creation lags: It most cases, inventories are purchased on credit, 

creating anaccount payable. When the raw materials are processed in the factory, the case to 

payproduction expenses is transferred at future time. Whether manufactured or purchases, the 

firms will hold inventories for some period before payment is made. This liquidity lag offersa 

benefit to the firm. 

Storage logs: once goods are available for resale they will not be immediatelyconverted into 

cash. First the items must be sold. Evenly when sale are moving briskly, affirm will hold 
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inventory as a backup. Thus the firm will usually pay suppliers, workers and overhead expenses 

before the goods actually sold. 

This lag represents a cost to the firm. 

Sale lag: once goods have been sold, they normally do not create cash immediately. Most sales 

occur on credit and become accounts receivable. This log also represents a cost tothe firm. 

Circulating Activity: inventories are in rotating pattern with other current asset. They get 

converted into receivables which generate cash is invested again in inventory to continue the 

operation cycle. 

NEED TO HOLD INVENTORY: 

Maintaining inventories involves tying up of the company's funds and incurrence of storage and 

handling costs. There are three are general motives for holding inventories. 

1. Transitionary motive: every firm has to maintain some level of inventory to meet the day-to-

day requirements of sale, production process, customer demand etc.transact nary motive makes 

the firm to keep the inventory will provide smoothness to the operation of the firm. A business 

firm exists for business transaction that requires stock of goods and raw materials. 

2. Precautionary motive: a firm should keep some inventory for unforeseen circumstances also. 

The firm must have inventory of raw materials as well as finished goods for meeting any 

emergencies. 

3. Speculative motive: The firm may be tempted to keep some inventory in order to capitalize an 

opportunity to make profit e.g., sufficient level of inventory may help the firm to earn extra 

profit in case expected shortage in the market. 

INVENTORY-CORPORATE FINANCE: 

Value of a firm's raw materials, work in process, supplies used in operations, andfinished goods, 

Since inventory value changes with price fluctuations, it is important to know the method of 

valuation. There are a number of inventory valuation methods; the most widely used are First In, 

First out (FIFO) and Last In, First out (LIFO) Financial statements normally indicate the basis of 

inventory valuation, generally the lower figure of either cost price or current assets in the price of 
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raw materials market price, which precludes potentially overstated earnings and assets as the 

result of sharp increases in the price of raw materials. 

Personal finance: 

List of all assets owned by an individual and the value of each, based on cost, market value,are 

both Such inventories are usually required for property insurance purpose and are sometimes 

required with applications for credit. 

Securities: 

Net long or short position of a dealer or specialist. Also, securities bought and held by a Denler 

for later resale. 

Inventory: 

An inventory is a detailed, itemized list or record of goods and materials in a company's 

possession. The main components of inventory, "wrote Transportation and Distribution 

contributors David Waller and Barbara Rosenbaum. "are cycle stock: the order quantity or lot 

size received from the plant or vendor; in-transit stock: inventory in shipment from the plant or 

vendor or between distribution centres: [and] safety stock: each distribution centre’s 

inventorybuffer against forecast error and lead time variability." 

The dictionary meaning of inventory is stock of goods, or a list of goods. The wordinventory is 

understood differently by various authors. In accounting language it may mean stock finished 

goods only. In a manufacturing concern, it may include raw material, work in process, etc. to 

understand the exactmeaning of the word, "inventory' we may study it from usage side or from 

the 'side of point entry' in the operations. InventoryIncludes the following things: 

Raw Material: 

Unfinished goods used in the manufacture of a product. For example, a steelmaker uses iron ore 

and other metals in producing steel. A publishing company uses paper and ink to create books, 

newspapers, and magazines. Raw materials are carried on a company's balance sheet as 

inventory in the current assets section. 

 



33 
 

WIP (Work In-Progress): 

Three-letter abbreviation with several meanings, as Described below: 

Work in Progress- generally signifies a project that will not be settled in one attempt, or even 

several. Sometimes as WIP List, synonymous with a To-Do list. 

WIP" as an asset means the portion of work that is complete but not yet billed. WIP is agood or 

goods in various stages of completion throughout the plant, including all materialfrom raw 

material that has been released for initial processing up to completely processedmaterial awaiting 

final inspection and acceptance as finished goods inventory. 

Finished Goods: 

These are the goods which are ready for the consumers. The stock of finished goods provides a 

buffer between production and market. The propose of maintaining inventory is to ensure proper 

supply of goods to customers. In some concerns the production is undertaken on order basis, in 

these concerns there will not be a need for finished goods. The need for finished goods inventory 

will be more when production is undertaken in general without waiting for specificorders. 

Spares: 

Spares also form a part of inventory. The stocking policies of spares are different from industry 

to industry. Some industry like transport will require more spares than the other concerns. The 

costly spare parts like engines, maintenance spares etc. are not discarded after use, They are kept 

in ready position for furtherer use. All decisions about spares are based onthe financial cost of 

inventory on such spares and the costs that may arise due to availability. 

Consumables: 

These are the materials, which are needed to smoothen the process of production. Thesematerials 

do not enter directly into production but they act as catalysts. Consumables may be classified 

according to their consumption and critically. Generally, consumables stores do not create any 

supply problem and form a small part of production cost. There can be instance where these 

materials may account for much value than the materials. The fuel oil may from a substantial 

part of the cost. 
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Purpose and Benefit of Holding Inventory: 

Although holding inventories involves blocking of a firm's fund and the cost of storage and 

handling every business enterprise has to maintain a certain level of inventories tofacilitate 

uninterrupted production and smooth running of business. In the absence of inventoriesa firm 

will have to make purchases as soon as it receives orders. It will mean loss of time anddelay in 

execution of orders which sometimes may cause loss of customers and business. Firmsalso need 

to maintain inventory to reduce ordering cost and avail quantity discount, etc.generally speaking 

there are three main purpose or motives of holding inventories: 

I. The transaction motive which facilitates continuous production and timely execution of 

salesorders. 

II. The precautionary Motive which necessitates the holding of inventories for meeting the 

unpredictable changes in demand and supplies of materials. 

IlI. Speculative motive which induces to keep inventory for taking advantage of 

pricefluctuations, saving in re-ordering costs and quantity discounts, etc. 

RISKS AND COSTS OF HOLDING INVENTORIES: 

The holding of inventories involves blocking of a firm's funds and incurrence of capitaland other 

costs. It also exposes the firm to certain risks. The various costs and risks involved inholding 

inventories are as below: 

Capital costs 

Maintaining of inventory results in blocking of the firms financial resources. The firm has, 

therefore, to arrange for additional funds to meet the cost of inventories. The funds may be 

arranged own resources or from outsiders. But in both the arranged from own resources.But in 

both the cases the firm incurs a cost. In the former case, there is an opportunity cost of 

investment while in the later case, the firm has to pay interest to the outsiders.  

Storage and Handling costs 

Holding of inventories also involves costs on storage as well as handling of materials. The 

storage costs include the rental of the go down, insurancecharges, etc. 
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Risk of price decline 

 There is always a risk of reduction in the prices of inventories by the suppliers in holding 

inventories. This may be due to increased market supplies,competition or general depression in 

the market. 

Risk of Obsolescence 

The inventories may become obsolete due to improved technology, changes in requirements, 

change in customer's tastes, etc. 

Risk Deterioration in Quality 

 The quality of the materials may also deteriorate while theinventories are kept in stores. 

Just In Time Inventory Control System: 

"Just-in-time production is a simple idea that may be difficult to implement, "wrote Garson and 

Weiss." The basic concept is that finished goods should be produced just in time fordelivery, and 

raw materials should be delivered just in time for production. When this occurs,materials or 

goods never sit idle, which means that a minimum amount of money is tied up inraw materials, 

semi finished goods .. The just-in-time approach calls for slashing production and purchase lot 

sizes and also buffer stocks-bit incrementally, a little at a time, month aftermonth, year after 

year. The result is sustained productivity and quality improvement with greater flexibility and 

delivery responsiveness. This production concept, which originated in Japan and became 

immensely popular in American industries in the early and mid-1990s, continues to be hailed by 

proponents as a viable alternative for business looking for a competitive edge. 

INVENTORY ACCOUNTING: 

The way in which a company accounts for its inventory can have a dramatic effect on its 

financial statements. Inventory is a current asset on the balance sheet. Therefore, the valuation of 

inventory once affects the inventory, total current asset, and total asset balances. Companies 

intend to sell their inventory, and when they do, it increases the cost of goods sold, watch often a 

significant expense on the income statement. Therefore, how a company values its inventory will 

determine the cost of goods sold amount, which in turn affects gross profit(margin), net income 

before taxes owned, and ultimately net income. It is clear, then, that a company s inventory 
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valuation approach can cause a ripple effect throughout its financialpicture. One may think that 

inventory valuation is relatively simple. For a retailer, inventoryshould be valued for what it cost 

to acquire that inventory. When an inventory item is sold, the inventory account should be 

reduced (credited) and cost of goods sold should be increased (debited) for cash inventory item. 

This works if a company is operating under the specific identification method. That is, company 

knows the cost of every individual item that is sold. This method works well when the amount of 

inventory a company has is limited and each inventory item is unique. Examples would car 

dealerships, jewellers, and art galleries.. 

The specific identification method, however, is cumbersome in situations where acompany owns 

a great deal of inventory and each specific inventory item is relatively indistinguishable from 

each other. As a result, other inventory valuation methods have been developed. The best known 

of these are the FIFO (first-in, first out) and LIFO (last-in, first-out)methods. 

First in, first out (FIFO): 

Method of accounting for inventory whereby, quite literally, the inventory is assumed to be sold 

in the chronological order in which it was purchased. For example, the following formula is used 

in computing the cost of goods sold: 

Under the FIFO method, inventory cost flow from the oldest purchases forward, withbeginning 

inventory as the starting point and ending inventory representing the most recent purchases. The 

FIFO method contrasts with the LIFO or last in, first out method, which is FIFO in reverse. The 

significance of the difference becomes apparent when inflation or deflationaffects inventory 

prices. In an inflationary period, the FIFO method produces a higher endinginventory, a lower 

cost of goods soledfigure, and a higher gross profit. LIFO, on the other hand, produces a lower 

ending inventory, a higher cost of goods sold figure, and a lower reportedprofit. 

In accounting for the purchase and sale of securities for tax purposes, FIFO is assumed by 

theIRS unless it is advised of the use of an alternative method. 

(LIFO) last-in, first-out: 

On the other hand, is an accounting approach that assumes that the most recently acquired items 

are the first one sold? Therefore, the inventory that remains is always the oldest inventory. 
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During economic periods in which prices are rising, this inventory accounting method yields a 

lower ending inventory, a higher cost of goods sold, a lower gross profit, and a lowertaxable 

income. The LIFO Method is preferred by many companies because it has the effect of reducing 

a company's taxes, thus increasing cash flow. However, these attributes of LIFO areonly present 

in an inflationary environment. 

The other major advantage of LIFO is that it can have an income smoothing effect.Again, 

assuming inflation and a company that is doing well, one would expect inventory levels to 

expand. Therefore, a company is purchasing inventory, but under LIFO, the majority of the cost 

of these purchases will be on the income statement as part of cost of goods sold. Thus, the most 

recent and most expensive purchases will increase cost of goods sold, thus lowering net income 

before taxes, and hence net income. Net income is still high, but it does not reach the levels that 

it would if the company used the FIFO method. 

Given the importance differences that exist between the various inventory 

accountingmethodologies, it is imperative that the inventory footnote be read carefully in 

financial statements, for this part of the document will inform the reader of the method of 

inventoryvaluation chosen by a company. Assuming inflation, FIFO will result in higher net 

incomeduring growth periods and a higher and more realistic inventory balance. In periods of 

growthLIFO will result in lower net income and lower income tax payments, thus enhancing a 

company's cash flow. During periods of contraction, LIFO will result inSmall business owners 

weighing a switch to a LIFO inventory valuation method shouldnote that while making the 

change is a relatively simple process the company files IRS Form970 with its tax return), 

switching away from LIFO is not so easy. Once a company adopts theLIFO method, it cannot 

switch to FIFO without securing IRS approval. 

Donating Excess Inventory: 

In recent years, many small (and large) business have gained valuable tax deductions bydonating 

Obsoleteorinventorytocharitableorganizations,churches, and disaster relief efforts. The type of 

deduction that can be claimed depends on thebusiness structure of the donating company. "If 

you're organized as an S corporation (SCorporation with a limited number of stockholders (35 or 

fewer) that elects not to be taxed as aregular (C) corporation and mee certain other requirements 
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Shareholders include in their personal tax returns their pro Rata share of capital gains, ordinary 

income, tax preference items, and so on. This form avoids corporate Double Taxation while 

providing limited liabilityprotection to shareholders of a corporation.) 

OBJECTIVES OF INVENTORY MANAGEMENT: 

The main objective so inventory management are operation and financial. The 

operationalobjective mean that the material and spares should be available in sufficient quantity 

so thatwork is not disrupted for want of inventory. The financial objective means that 

investments in inventories should not remain idle and minimum working capital should be 

locked in it. 

The objectives of inventory management are as follows: 

 To ensure continuous supply of materials, spares and finished goods so that productionshould 

not suffer at any time and the customers demand should also be met. 

 To avoid both overstocking and understocking of inventory. 

 To maintain investment in inventories at the optimum level as required by the operationaland 

sales activities. 

 To keep material cost under control so that they contribute in reducing cost of productionand 

overall cost. 

 To eliminate duplication in ordering or replenishing stocks. This is  possible with the help of 

centralizing purchases. 

 To minimize losses through deterioration, pilferage, wastage and damages. 

 To design proper organization for inventory management. Clear cut accountability should be 

fixed at various levels of the organization. 

 To ensure perpetual inventory control so that materials shown in stock ledgers should befixed 

actually lying in the stores. 

 To ensure right quality goods at reasonable prices. Suitable quality standard will 

ensureproper quality of stocks. The price analysis, the cost analysis and value analysis 

willensure payment of proper prices. 

 To facilitate furnishing of data for short term and long term planning and control of 

inventory. 



39 
 

Material Cost Control: 

Most of the manufacturing concerns. The cost of raw materials represents a major part of the 

total cost of production. Hence proper control over material is necessary from the time the order 

is place with the supplier till they are actually consumed. An efficient system of material control 

will lead to significant reduction in production cost. 

Material control may be defined as the "Systematic control over the procurement, storage and 

usage of materials so as to maintain an even flow of materials and avoiding at the same time 

excessive investment in inventories". Material control covers three stages namely. 

 Purchases of material 

 Storing of material  

 Issue of material 

Objectives: 

The objectives of material controls as follows: 

1) To ensure regular and uninterrupted supply of materials i.e., to make materials availableas and 

when they are needed. 

2) To keep investment in stock at a reasonable levels, so that there no loss of interest on capital. 

3) To purchase the materials at a reasonable price without sacrificing the quality of such 

materials. 

4) To avoid abnormal wastage by exercising direct control. 

5) To avoid the risk of spoilage and obsolescence of the materials by fixing the maximum stock 

level. 

Issue of Material Management: 

As per major activity groups involved in material management in any 

manufacturingorganization. 

Issue related to materials planning. 

Issues related to purchase.  
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Issues related to stores or inventory 

Issue related to material handling & display. 

Issue Related to Material Planning: 

 Material Identification 

 Standardization 

 Make or Buy 

 Coding & Classification 

 Quality specification 

 By providing samples or prototype. 

 By providing manufacturing operation specification. 

 By brand or trade name. 

 By specifying well accepted market grades. 

 By specifying testing producer's relevant standards. 

 By specifying or providing engineering drawing/blueprint. 

TOOLS AND TECHNIQUES OF INVENTORY MANAGEMENT: 

Effective inventory management requires an effective control system for inventory. A proper 

inventory control not only helps in solving the acute problem of liquidity but also increases 

profits and causes substantial reduction in the working capitalof the concern.  

The following are the important tools and techniques of inventory management and control: 

 Determination of stock levels 

 Determination of Safety Stocks. 

 Selecting a proper system of Ordering for Inventory. 

 Determination of Economic Order Quantity 

 A.B.C. Analysis. 

 Inventory Turnover Ratio (Conversion period) 

 Classification and Codification of Inventories. 

 Preparation of Inventory Reports. 

 Determination of stock level. 
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 Determination of safety stock levels. 

 Selecting a proper system of ordering for inventory. 

 Determination of economic order quantity (EOQ) 

 A.B.C. Analysis. 

Determination of Stock Levels: 

Carrying of too much and too little of inventories is determinate to the firm. If the inventory level 

is too little, the firm will face frequent stock-outs involving heavy ordering cost and if 

theinventory level is too high it will be unnecessary tie-up of capital. Therefore, an optimum 

level of inventory where cost is the minimum and at the same time their Id. No. stock-out, which 

may result is loss of sale or stoppage of production Various stock levels are discussed as such. 

Minimum Level: This presents the quantity, which must be maintained in hands at all times. If 

stock is less than the minimum level then the work will stop due to shortages of materials 

Lead time: A purchasing firm requires some time to process the order and time is also required 

by the supplying firm to execute the order. The time taken in processing the order and 

thenexecuting it is known as lead-time. It is essential some inventory during this period. 

Rate of consumption: It is the average consumption of materials in the factory. The rate of 

consumption will be decided on the basis of past experience and production. 

Nature of material: The nature of materials also affects the minimum level. If material is 

required only against special orders of the consumers then minimum stock will not be required 

for such materials minimum stock level can be calculated using the formula: 

Minimum stocklevel = Re-order level - (normal consumption normal re-order period). 

Re-order stock level: 

When the quantity of materials reaches at a certain figures then fresh order is sent to get 

materials again. The order is sent before the material reach minimum stock level. Reordering 

level or ordering level is fixed between minimum stock level and maximum stock level. The rate 

of consumption number of days required on any day is taken into account while fixing reordering 

level. 
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Reordering level is fixed with the following formula: 

Re-order Stock level = maximum consumption * maximum re-order period 

Maximum level: 

It is the quantity of materials beyond which a firm should not exceed its stock. If the quantity 

exceeds maximum level limit then it will be over-stocking. A firm should avoid over stocking 

because it will result in high materials costs. Over stocking will more blocking of more working 

capital, more space for storing the material, more wastage of materials and more chances of 

losses from obsolescence. Maximum stock level will depend upon following factors: 

 The maximum requirement of materials at any point of time. 

 The availability of space for storing the materials. 

 The rate of consumption of materials during lead-time. 

 The cost of maintaining the store. 

 The possibility of fluctuation in prices 

 Availability of material If The materials are available only during seasons then they haveto 

store for the rest of the period 

 The possibility of change in fashion and production process will also affect the maximum 

stock level 

The following formula may be used for calculating maximum stock levels 

Maximum stock level = re-order level + re-ordering quantity–(minimum consumption * 

minimum re-ordering period). 

Danger stock level: 

It is the level beyond which material should not fall in any case. If level arises then immediately 

steps should be taken to replenish the stock even if more cost is incurred in arranging the 

material. If material is not arranged immediately then there is a possibility of stoppage of work. 

Danger level is determined with the formula: 

Danger stock level = consumption. maximum reorder period for emergencypurchases. 
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Average stock level: 

The average stock level is calculated as such: 

Average stock=minimum stock level + 1/2 of re-order quantity. 

Determination of safety stock: 

The safety stock is a buffer to meet unanticipated increase in usage. The usage of inventory 

cannot be perfectly forecasted which fluctuates over a period of time. The demand for materials 

may fluctuate and delivery of inventory may also be delayed and in such a situation the firm can 

face a problem of stock-out. The stock-out can prove costly by affecting the smooth working of 

the concern. In order to protect against out of usage fluctuations, firms usually some margin of 

safety stocks. The basic problem is to determine the level of safety stocks. Two costs areinvolved 

in determination of this stock. The opportunity cost of stock outs and the carrying costs.The 

stock-outs of raw material cause production as the firm cannot provide stock-outs will 

occurresulting into the large opportunity costs. On the other hand, the larger quantity of safety 

stocks involves higher carrying costs. 

Ordering system of inventory: 

The basic problem of inventory is to decide the re-order point. The point indicates what an order 

should be placed. The re-order point is determined with the help of these things 

A.) Average consumption rate. 

B.) Duration of lead time. 

Economic order quantity, when the inventory is depicted to lead time consumption, the order 

should be placed 

There are three prevalent system of ordering and a concern may use any one of these, 

 Fixed order quantity system generally known as economic order quantity (EOQ) systems. 

 Fixed period order system of periodic reordering system or periodic review system, 

Single order and schedule part delivery system. 
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Economic order quantity (EOQ): 

The quantity of material to be ordered at one time is known as economic ordering quantity. This 

quantity is fixed in such a manner as to minimize the cost of ordering and carrying the stock. 

Carrying cost is the cost of holding the materials. The quantity to be ordered should be such 

which minimizes the carrying and ordering costs. The order for the material to be purchased 

should be large to earn more trade discount and to take advantage of bulk transport, but at 

thesame time it should not be tool large to incur too heavy a payment on account of interest, 

storageand insurance cost. 

 If the price to be paid is stable, quantity to be ordered each time can beascertained by following 

formula: 

Q=√2co\I. 

Where: q = quantity to be ordered. 

C = consumption of the material concerned in units during a year 

0= cost of placing and order including the cost of receiving the goods ie. cost of getting an 

iteminto the firm's inventory. 

I = interest payment including variable cost of storing per unit per year ie., holding costs of 

inventory 

Economic order quantity is determined keeping in view the ordering cost and carrying costs. 

There are many variations on the basic EOQ model. Quantity discount logic can programmed to 

work in conjunction with the EOQ formula to determined optimum order quantity. Most 

systemswill require this additional programming 

Additional logic can be programmed to determine max quantities for subject to spoilage or to 

prevent obsolescence on items reaching end of their product life cycle. 

When use in manufacturing to determine lot size where production runs are very long and 

finished product is being released to stock and consumed /sold through out the production run. 
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Assumption: 

There are a number of assumptions that must be made with the EOQ. These include: 

 Only one product is involved 

 Deterministic demand (demand is known with certainty) 

 Constant demand (demand is stable throughout the year) 

 No quantity discounts. 

 Constant costs (no price increase or inflating) While these assumptions would seem to make 

EOQ irrelevant for use in a realisticsituation, it is relevant for items that have independent 

demand this means that thedemand for the items is not derived from the demand for something 

else. For example,the demand for steering wheels would be derived from the demand for 

automobiles butthe demand for purses is not derived from anything else; purses have 

independentdemand 

Inventory Turnover Ratio: 

Every firm has to maintain a certain level of inventory of finished goods so as to be ableto meet 

the requirements of the business. But the level of inventory should neither be too highnor too 

low. It is harmful to hold more inventories for the following reasons. 

 It unnecessarily blocks capital which can otherwise be profitably used somewhere else. 

 Over-stocking will require more godown space, so more rent will be paid. 

 There are chances of obsolescence of stocks. Consumers will prefer goods of latestdesign, 

etc. 

 Slow disposal of stacks will mean slow recovery of cash also which will adverselyaffect 

liquidity. 

 There are chances of deterioration in quality if the stocks are held for more periods. 

 It will therefore, be advisable to dispose of inventory as early as possible. On the 

 other hand, too low inventory may mean loss of business opportunities. Thus, it is 

veryessential to keep sufficient stocks in business. 

 Inventory turnover ratio also known as stock velocity is normally calculated as sales/ average 

inventory or cost of goods sold/ average inventory. It would indicate whether inventory has 
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been efficiently used or not. The purpose is to see whether only the required minimum funds 

have been locked up in inventory. Inventory turnover ratio indicates the number of times the 

stock has been turned over during the period and evaluates the efficiency with which a firm is 

able mange its inventory turnover ratio is calculated to indicate whether inventories have 

required minimum funds in inventory. The inventory turnover ratio also known as stock 

velocity.It is normally calculated as sales/average inventory or cost goods sold/ average 

inventory cost.Inventory conversion period may also be calculated to find the average time 

taken for clearingthe stock. 

Inventory turnover ratio = cost of goods sold/ average inventory at cost 

Inventory turnover ratio = net sales / average inventory. 

And 

Inventory conversion period = days in year / inventory turnover ratio. 

Inventory Conversion Period: 

It may also be of interest to see average time taken for clearing the stocks. This can bepossible 

by calculating inventory conversion period. This period is calculated by dividing the number of 

days by inventory turnover. 

Inventory Reports: From effective inventory control, the management should be kept informed 

with the latest stock position of different items. This usually done by information necessary for 

managerial action. On the basis of these reports management takes corrective action 

wherevernecessary. 

Valuation of Inventory: 

The value of materials has a direct bearing on the income of a concern, so it is necessary that a 

method of pricing of materials should be such that it gives a realistic value of stock the 

traditional method of valuing materials cost price or market price whichever is less is no longer 

the only method. If management is interested to show more profits then it can choose such 

methods which will more stock of vice versa. To safe guard public interest the government of 

India has instituted statutory controls to prevent frequent change of material valuation methods.A 
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concern will have to use a particular valuation method for least three years and any changes there 

from must be approved by the board. 

The following methods of pricing material issues or generally used: 

 First in First out method (FIFO method) 

 Last in First out method(LIFO method) 

 Average price method > Weighted Average price method 

 Simple Average price method 

 Base stock method 

 Standard price method 

 Market price method 

 Average Cost Method: 

In average cost method of pricing all materials in stock or so mixed that a price based on all costs 

are formed. Average cost may be of two types. 

Simple Average Method: 

In this method the prices of all lots in stock are averaged and the materials are issued on that 

average price. Though this is simple method of pricing materials but particularly this method 

does not give good results. The total cost of materials is not observed in this method. 

Weighted Average Method: 

In this method that the total cost of all materials is divided by the total number of items in stock. 

The price calculated in this way has not been for issue of materials up to the time a freshpurchase 

has not been made. After a fresh purchase, the quantity will be added to earlier balancequantity 

and material cost will be changed total cost. A fresh price is calculated by dividing the changed 

total cost by the number of units in stock after the purchase. A new price list calculated where 

even a fresh purchase is made. 

Base Stock Method:In this method some quantity of materials is assumed to be necessary for 

keeping theconcern going. The quantity is not issued unless otherwise there is an emergency. 

This materialwhich is not issued as is kept in stock is known as base stock. 



48 
 

Standard Price Method: 

The issue price of the material is pre determined or estimated in this method. The standard price 

is based on market conditions, usage rare, handling facilities, storage facilitiesetc. The materials 

are priced at standard price irrespective of price for various purchases. 

Market Price Method: 

In this method the prices charged to production are not costs incurred on the material butlatest 

market prices. The market prices may either be replacement prices or realizablereplacement 

prices are used for the materials which are kept in stock for use in production andrealizable 

prices are used for the goods kept for resale. The prices of issue for materials arealways the 

replacement prices. 

SYSTEM OVERVIEW 

Before analysis is attempted, it is proposed to present material accounting practices along with 

documentation at intra industrial technology pvt. Ltd. 

The main objective of inventory accounting and valuation of inventories are; 

1. Accurate and regular recording of all transactions in the books. 

2. Proper valuation of material receipt, issue, return and balances. 

System Overview: 

The following system is being followed in intra industrial technology pvt. Ltd., and the 

mainfeatures of the system are as follows: 

1. Receipt vouchers are prepared on receipt of materials 

2. Issues voucher are prepared for all issues of out of stores. 

3. All receipts, issues and returns are recorded in priced stores ledger (PSL) 

4. Stock transfer voucher (STV) is used for recording transferring raw materials from one All 

receipts, issues and returns are recorded in priced stores ledger (PSL) division/ group to another. 

Transfers are made at weighted average prices. 
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5. Finished goods delivery notes (FQDN) are used for transferring finished production in shop 

floor to finished stores. 

6. Physical verification is carried out at regular interval and discrepancies and reconcilesand 

recorded. 

7. Finished goods, work in progress valuation is as per the accounting policy of company 

Materials Documentation and Cost Controls: 

The materials accounting and cost accounting system have been designed the frame work e and 

accounting policies which would facilitate identifying direct elements of cost such as direct 

material, direct labour and directly allocable expenses (such as expenses of sub contracting) 

which are booked manually to the direct material. 
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Data Analysis and Data Calculation 

Cost of Goods Sold: 

Cost of Goods Sold= Sales – Gross Profit. 

 

 Year Sales 

(Amt.in.Rs.) 

  Cost of Goods 

Sold 

(Amt.in.Rs.) 

Gross profit 

2015-16 463350195 380587436 82762759 

2016-17 764936095 602349751 162586344 

2017-18 624668882 444918603 179750279 

2018-19 886332308 724667550 161664758 
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Analysis of Inventory:- 

Cost of Goods Sold Ratio:- 

Cost of goods sold is the costs that go into creating the products that a company sells; therefore 

the only costs included in the measure are those that are directly tied to the production of the 

products. The exact costs included in the cost of goods sold calculation will differ from one type 

of business to another. The cost of goods attributedto a company's product is expensed as the 

company sells these goods. There are several ways to calculated cost of goods sold ratio but one 

of the more basic ways is to startwith the beginning inventory for the period and add the total 

amount of purchases made during the period then deducting the ending inventory. 

 

Cost of Goods Sold Ratio = ( Cost of Goods Sold/Net sales ) * 100   

 

Table – 5.1 

  Year Cost of Goods 

Sold 

(Amt.in.Rs.) 

Net Sales 

(Amt.in.Rs.) 

Cost of Goods Sold 

Ratio 

  2015-16 380587436 463350195 82.13 

2016-17 602349751 764936095 78.74 

2017-18 444918603 624668882 71.22 

2018-19 724667550 886332308 81.76 
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Graph – 5.1 

 

 

Interpretation: 

The COGS ratio of the company has decreased from 82.13 to 81.76 in the financial year 2015 – 

16  to 2018 – 19. As the ratio is low it shows the efficiency of the company. The lower 

COGS ratios are considered a positive indicator of effective inventory management. 
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Raw Materials Consumed Ratio: 

The ratio is computed by dividing the raw material consumed during the year by average balance 

of raw materials consumed held during the year. The manufacturing firm's inventory consists of 

two more components: 1) raw materials and 2) work in process. The raw material inventory 

should be related to materials consumed and work in process to the cost of production. Raw 

material turnover ratio indicates the efficiency of the firm with which the firm converts raw 

materials into work in process and work in process into finished goods. 

 

Raw materials consumed ratio = ( Raw Materials Consumed/Sales ) * 100 

 

Table – 5.2 

Year Raw Materials 

Consumed 

Sales 

(Amt.in.Rs.) 

Raw Materials 

Consumed Ratio 

2015-16 380587436 463350195 83.17 

2016-17 602349751 764936095 82.13 

2017-18 444918603 624668882 78.74 

2018-19 724667550 886332308 81.76 
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Graph – 5.2 

 

 

Interpretation: 

It is concluded that raw material consumed ratio is increases during the period of the study which 

indicates, the raw material are converted into finished goods and sales very quickly. 
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Raw Material Holding Period: 

Raw material holding period is calculated for finding the days of raw material holding. The 

reciprocal of raw material turnover gives average raw material holding period in percentage 

term. When the numbers of days in a year are divided by raw material turnover, we obtain days 

of raw material holding period 

 

Raw material holding period = ( Avg. raw materials / Cost of goods sold) * 360 

 

Table – 5.3 

Year Cost Of Goods  

Sold 

Avg. Raw 

Materials 

Raw Material 

Holding Period 

(In Days) 

2015-16 380587436 43436892 41.08 

2016-17 602349751 48610721.5 29.05 

2017-18 444918603 42625817.5 34.49 

2018-19 724667550 47793892.5 23.74 
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Graph – 5.3 

 

 

Interpretation: 

It is concluded that raw material holding period is reducing during the period of the study which 

indicates, the raw material are converted into finished goods and sales very quickly. 
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Raw Material Turnover Ratio: 

The ratio is computed by dividing the raw material consumed during the year by average balance 

of raw materials held during the year the manufacturing firm's inventory consists of two or more 

components: 1) raw materials and 2) work in process. The raw material inventory should be 

related to materials consumed and work in process to the cost of production. Raw material 

turnover ratio indicates the efficiency of the firm with which the firm converts raw materials into 

work in process and work in process into finished goods. 

 

Raw material turnover ratio = Cost of goods sold/Avg. raw material 

 

Table – 5.4 

Year Cost Of Goods  

Sold 

Avg. Raw 

Materials 

Raw Material 

Turnover Ratio 

2015-16 380587436 43436892 8.76 

2016-17 602349751 48610721.5 12.39 

2017-18 444918603 42625817.5 10.43 

2018-19          724667550         47793892.5   15.16 
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Graph – 5.4 

 

 

Interpretation: 

The raw material turnover ratio of the company has increased from 8.76 to 15.16 in the financial 

year 2015 – 16 to 2018 – 19. As the ratio is high it shows the efficiency of the company. The 

higher  turnover ratios are considered a positive indicator of effective inventory management. 
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Work - in- Progress Holding Period: 

This ratio states that how much time (in terms of days) taken by the production department to 

convert raw materials into finished goods. Lesser the Work-in-Progress conversion period Better 

the utilization of factors of production to produce finished goods. Greater the company's ability 

to procure excess demands. Better the utilization of funds in the production process for the 

company. 

 

Work -in -progress holding period = (Avg. work-in-process/ Cost of goods sold) * 360 

 

Table – 5.5 

Year Cost Of Goods  

Sold 

Avg. Work-In- 

Process 

Work-In-Process 

Holding Period 

(In Days) 

2015-16 380587436 55708746.5 52.69 

2016-17 602349751 63137829 37.73 

2017-18 444918603 12089143 9.78 

2018-19  724667550 10441629 5.18 
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Graph – 5.5 

 

 

Interpretation:  

It is concluded that work in progress holding period is reducing during the period of the study 

which indicates, the raw material are converted into finished goods and sales very quickly. 
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Work-in-Progress Turnover Ratio: 

Work in process turnover ratio is velocity at which work in process converted into goods ready 

for sale. If work in progress turnover ratio is high then company is efficiency converting into 

finished goods. 

 

Work in Progress = Cost of goods sold/Avg. WIP 

 

Table – 5.6 

Year Cost Of Goods  

Sold 

Avg. Work-In- 

Process 

Work-In-Progress  

Turnover Ratio 

2015-16 380587436 55708746.5 6.83 

2016-17 602349751 63137829 9.54 

2017-18 444918603 12089143 36.80 

2018-19  724667550 10441629 69.40 
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Graph – 5.6 

 

 

Interpretation: 

Work in progress turnover ratio is in increasing trend during the period of study which is a good 

sign. 
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Finished Goods Holding Period: 

Finished goods holding period is defined by the ratio between the number ofworking days and 

finished goods turnover ratio. Finished goods holding period isinversely proportional to the 

finished goods turnover ratio which means the ratio increasesthen the holding period decreases it 

depends up on the cost of goods sold. 

 

Finished goods holding period = (Avg. finished goods/ Cost of goods sold) *360 

 

Table – 5.7 

Year Cost Of Goods  

Sold 

Avg. 

Finished Goods 

Finished Goods 

Holding Period 

(In Days) 

2015-16 380587436 2339380 2.21 

2016-17 602349751 1425064.5 0.85 

2017-18 444918603 4052078.5 3.27 

2018-19  724667550 7536364 3.74 

 

 

 

 

 

 

 

 

 



64 
 

  Graph – 5.7 

 

 

Interpretation:  

It is concluded that finished goods holding period is in increasing trend during the period of 

study. 
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Finished Goods Turnover Ratio: 

Finished goods would normally be valued a total or full cost of production that is cost of direct 

material, cost of direct labour, direct services and the appropriate share of the overhead. Since 

selling and distribution overheads pertain only to the selling and distribution of the goods sold 

this are not included in the cost for the purpose of determining the cost of finished goods 

similarly a portion of administration overheads relating to selling and distribution should be 

excluded from the cost for determining the cost of finished goods. The finished goods turnover 

ratio is the relation between finished goods ad sales. 

 

Finished Goods Turnover Ratio = Cost of goods sold/Avg. finished goods 

 

Table – 5.8 

Year Cost Of Goods  

Sold 

Avg. 

Finished Goods 

Finished Goods 

Turnover Ratio 

2015-16 380587436 2339380 16.2 

2016-17 602349751 1425064.5 42.2 

2017-18 444918603 4052078.5 14.8 

2018-19  724667550 7536364 9.61 
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Graph – 5.8 

 

 

Interpretation:  

It is concluded that finished goods turnover ratio is reducing during the period of the study which 

indicates, the finished goods are converted very quickly into sales. 
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Inventory Holding Period: 

An overall inventory-holding period consists of raw material holding period, work in-progress 

holding period and finished goods holding period. Being a manufacturing concern the company 

should keep its efforts to minimize inventory holding period. An investment holding period use 

of no of diff function, including evaluating an invest mean performance, cal loss or gain from inv 

and determining weather an investment is worth while. 

 

Inventory holding period = (Average inventory/ Cost of goods sold )* 360 

 

Table – 5.9 

Year Cost Of Goods  

Sold 

Avg. Inventory Inventory Holding 

Period 

(In Days) 

2015-16 380587436 45776272 43.30 

2016-17 602349751 50688836 30.29 

2017-18 444918603 51198998 41.42 

2018-19  724667550 62403858 31.00 

 

 

 

 

 

 

 

 



68 
 

Graph – 5.9 

 

 

Interpretation: 

It is concluded that inventory holding period is reducing during the period of the study which 

indicates, finished goods are converted very quickly into sales. 
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Inventory Turnover Ratio: 

Inventory turnover ratio is the ratio of goods sold to average inventory. It is an activity or 

efficiency ratio. And it measures how many times per period. A business sells and replaces its 

inventory again a higher inventory ratio indicates that maximum sales  turnover is achieved with 

the maximum investment in inventory. As such as a general rate, high inventory turnover ratio is 

derivable. 

 

Inventory turnover ratio= Cost of goods sold/Average inventory 

 

Table – 5.10 

Year Cost Of Goods  

Sold 

Avg. Inventory Inventory 

Turnover Ratio 

2015-16 380587436 45776272 8.31 

2016-17 602349751 50688836 11.88 

2017-18 444918603 51198998 8.68 

2018-19  724667550 62403858 11.61 
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Graph – 5.10 

 

 

Interpretation: 

The inventory turnover ratio of the company has increased from 8.31 to 11.61 in the financial 

year 2015 – 16  to 2018 – 19. As the ratio is high it shows the efficiency of the company. The 

higher inventory turnover ratios are considered a positive indicator of effective 

inventory management. 
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Findings 

In this chapter an attempt is made to give the conclusions at a glance on inventory management 

of Kwality feeds Ltd. 

The following conclusions have been drawn: 

 Raw material holding period is decreasing year after a year. This is mainly because of 

effective inventory management in the cost of year 

 Raw material Turnover ratio is at increasing trend during the period of the study which 

indicated speedy conversion of raw material into finished goods. 

 Work in progress holding period is at decreasing trend during the period of the study which 

indicates. Fast conversion of work in progress into finished goods. 

 Work in progress Turnover ratio is at increasing trend during the period of the study which 

indicated speedy conversion of raw material into finished goods. 

 Inventory holding period is at decreasing trend during the period of the study which 

indicates. Fast conversion of work in progress into finished goods. 

 Inventory Turnover ratio is at increasing trend during the period of the study which indicated 

speedy conversion of raw material into finished goods. 

 Over all, the Inventory Management in Kwality feeds Ltd is up to the mark where by 

adequate supplies of materials and stores, minimization of stock outs and avoid costly 

interruptions in operations. 

 It was found that inventories are decreased from year to year. 

 It is observed study that cost of goods sold is increasing trend with respect sales and the ratio 

is highly volatile. 
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Suggestions 

 Disposal action for absolute and non-moving items to be takes up on priority. Identification 

of buyers to be done. 

 Implementation of buy back clause incorporated in the earlier equipment purchase an order 

has to be taken up with the suppliers and returning of the unconsumed spare parts to be done. 

Such items are too identified 

 The company maintains a sufficient inventory turnover ratio increasing the profitability. 

 It is suggested that properly maintaining turnover ratio is very good symbol of the 

organization the ratio shows the strength and capability of the company 

 They have to concentrate on average work in progress because it is drastically decreased in 

2019. 
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Conclusion: 

A better inventory management will study be helpful in solving the problems the a company is 

with respect to inventory and will pave way for reducing large blocking of money in inventory. 

From the analysis we can conclude that the company can follow the inventory ratio for optimum 

purchase of goods based on their value and maintain safety stock for its components in order to 

avoid stock-out conditions and help in continuous production flow inventory turnover ratio 

shows the increasing trend there will be more demand for products in future periods. 

 



 

 

 

 

 

 

 

Bibliography 
 



 
74 

 

 

Bibliography 

 

Books: 

Prasanna Chandra: Financial Management, Tata McGrawHill publications, 9th edition, 2012. 

I M Pandey: Financial Management, Vikas publications, 2015. 

Websites: 

https://www.managementstudyguide.com/inventory-management.htm_05/12/2019_4.32PM 

http://www.kwalityfeeds.com/process/_25/12/2019_1.36PM 

http://www.kwalityfeeds.com/products/_25/12/2019_2.35PM 

 

 

 

 

 

 

 

 

https://www.managementstudyguide.com/inventory-management.htm
http://www.kwalityfeeds.com/process/
http://www.kwalityfeeds.com/products/


A Study on 
“Employee Satisfaction towards Wage and Salary Administration” at South 

Central Railway, Vijayawada. 
submitted 

In partial fulfilment of the requirements for the award of the degree of 

MASTER OF BUSINESS ADMINISTRATION 

(Jawaharlal Nehru Technological University-Kakinada) 

By 

Ms. P.SUPRIYA 
Regd.No:18481E0053 

 
 

Under the 
Guidance of 

 
Dr. S. MADHAVI 

Asst. Professor 
Department of Business and Management Studies 

 
 

 

 

DEPARTMENT OF BUSINESS AND MANAGEMENT STUDIES 

GUDLAVALLERU ENGINEERING COLLEGE 

(AN AUTONOMOUS INSTITUTE WITH PERMANENT AFFILIATION TO JNTUK) 

SESHADRIRAO KNOWLEDGE VILLAGE 

GUDLAVALLERU-521356 

Krishna District 

 



Department of Business and Management Studies 

GUDLAVALLERU ENGINEERING COLLEGE 
(An Autonomous Institute with Permanent Affiliation to JNTUK, Kakinada) 

SeshadriRao Knowledge Village 

Gudlavalleru – 521 356 

Krishna District 

 

 

 

 

 

 

Certificate 

This is to certify that the project report entitled on “A Study on Employee Satisfaction 

towards Wage and Salary Administration” at South Central Railway, Vijayawada 

submitted by Ms. P. SUPRIYA, is a bonafide work carried out by me in partial fulfilment of the 

award of Degree of Master of Business Administration by Jawaharlal Nehru Technological 

University, Kakinada. The project work is original and never has been a part of any other 

publication or award of any degree. 

 

 

 

 

Dr. S. MADHAVI            Dr. CH. NIRMAL CHAND 

Asst. Professor.       Professor & Head 

 

 

 

 





Declaration 

 

I hereby declare that the project report entitled “A Study on Employee Satisfaction 

towards Wage and Salary Administration” at M/s. South Central Railway, Vijayawada, is 

a bonafide work carried out by me and never has been a part of any other publication or award of 

any degree.  

 

 

 

 

Place:  Gudlavalleru.           P. SUPRIYA 

Date:                                                                                              (18481E0053) 

 

 

 

 

 

 

 

 

 

 



Acknowledgements 

 I express my gratitude to Dr. P.Ravindra Babu, Principal, Dr. Ch. Nirmal Chand, 

Prof. and Head, Department of Business and Management Studies, GEC, Gudlavalleru enabling 

me to take up the project on “Employee Satisfaction towards Wage and Salary 

Administration at South Central Railway, Vijayawada". 

  I specially thank my project guide Dr. S. MADHAVI for her guidance, in completing 

this project. I take immense pleasure and thank her for her continuous support.  

           I take this opportunity to express my gratitude to Management and the other staff 

members of “M/s. South Central Railway”. 

I would like to thank my parents and friends whose encouragement helped me in 

completing the project. 

 

 

P. SUPRIYA 

         (18481E0053) 

 

 

 

 

 

 

 

 

 



 

 

 

 

 

 

SI.NO. CONTENTS PAGE NO: 

 

 

1 

 

1.1Introduction 

1.2Need for the Study 

1.3 Scope of the Study  

1.4 Objectives of the Study 

1.5  Research Methodology 

1.6Limitations 

1-7 

 

2 
Chapter 2- Industry Profile 8-17 

3  Chapter 3- Company Profile  18-24 

 

4 
Chapter 4-Theoretical Framework 25-32 

5 Chapter 5-Data Analysis and Interpretations 33-53 

6 Chapter 6 

 Findings and Suggestions 

 Conclusion 

54-56 

 

 

Bibliography 

Appendix 

Questionnaire 

57-60 



 

 

 

 

 

 

 

CHAPTER 1 

INTRODUCTION 

 

 

 

 

 

 

 

 



1 
 

1.1 Introduction: 

Human Resource Management: 

“Human resource management” is the planning, organising, directing and controlling of 

procurement, development, compensation , integration, maintenance and separation of 

human resources to the end that individual, organization and social objectives are 

accomplished.  

“Edwin B. Flippo” 

Wages and salary administration play a significant role in influencing employee  

satisfaction. This is basically because of a few basic reasons. 

 Firstly, money is an important instrument in fulfilling one’s needs. Money also 

satisfies the first level needs of Maslow’s model of satisfaction. 

 Secondly, employees often see money as a reflection of the management’s concern 

for them.  

 Thirdly, it is considered a symbol of achievement since higher pay reflects higher 

degree of contribution towards organizational operations. 

Employees’ compensation is one of the major determinants of employee satisfaction in an 

organization. The compensation policy and the reward system of an organization are 

viewed by the employee as indicators of the management’s attitude and concern for them. 

It is not just the compensation in tote, but its fairness as perceived by the employees that 

determines the success of a wage and salary administration system. Hence, it very 

important for the management to design and implement its compensation system with 

utmost care and tact.  

A good wage and salary administration should be able to attract and retain employees, 

give them fair deal, keep the organization competitive and motivate employees to perform 

their best.  

Wage and salary determination and its administration has always remains sensitive issue 

for an organizational management, since employees moral, motivation, productivity and 

their relationship with the management more or less associated with the compensation 

management system.  
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Once basic pay is determined, the rewards, incentives and benefits attached with the pay, 

position and performance are also determined. The basic wage, incentives and rewards and 

benefits, together from compensation package of an employee. 

Employee satisfaction or Job satisfaction is a measure of workers' contentedness with 

their job, whether or not they like the job or individual aspects or facets of jobs, such as 

nature of work or supervision. 

“Wage and salary administration” is a group of activities involved in the development, 

implementation and maintenance of a pay system. It also called as ongoing process of 

managing a wage and salary structure.  

Wage and salary administration refers to an established and implementation of sound 

policies and practices of employee compensation. It is vital area of the personal 

administration. 

 Employees are the key resources of Organization. So the Organization compulsory 

build a better wage and salary administration by satisfying the employees as well 

as improve their performance. 

 The Organization must be identified talented employees and to increase their 

salaries then most of the employees are satisfied. 

 Some of the employees are satisfied with promotions, healthy work environment 

and fair policies and practices. 

 How employees are satisfied with wage and salary administration system: 

 The Organization pay full time wage and salaries to their employees. 

 The Organization frequently revise salary scale then employees are satisfied. 

 The Organization should provide bonus, allowances and incentives to their 

employees. 

 The Organization should improve wage and salary administration system upto 

standard level. 

Employee satisfaction is necessary to every organisation, so the Organization pay better 

Wage and salaries to their employees. 
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1.2 Need for the Study: 

The study of Employee satisfaction towards wage and salary administration refers to the 

establishment and implementation of sound policies and practices of employee 

compensation and it is undertaken by the organization work environment and to improve 

their skills.  If the Wage and salary administration is not good then the employees were 

dissatisfied.  

The south central railway is now looking for evaluating the job satisfaction of employees 

and to develop the motivational activities in their organization. So, the study of employee 

satisfaction towards wage and salary administration is critical for evaluate employee 

performance and to attract more employees.  
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1.3 Scope of the Study: 

The present study covers various factors, which influence wage and salary administration 

in south central railway such as government, public policy, legislation and management 

attitude. The study of wage and salary administration is a key factor for employee job 

satisfaction.  

The present study mainly helps to identify the areas of HRM such as, wage and salary 

structure, satisfaction about salaries of employees and non monitory benefits of the 

employees.  

The present study focused mainly on security level of employees wage and salary in south 

central railway station, especially in Vijayawada division. 
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1.4 Objectives of the Study: 

 To know the employee awareness on current wage and salary administration at 

south central railway, Vijayawada. 

 To study the various benefits offered by south central railway to their employees.  

 To identify the satisfaction level of employees regarding wage and salary 

administration at south central railway, Vijayawada. 

 To study the different motivational activities implemented by south central railway 

to improve their employee performance.  
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1.5 Research Methodology: 

Research methodology is the specific procedures or techniques used to identify, select, 

process, and analyse information about a topic.  

Methods of data collection: 

Data collection is a elaborate process in which the researcher makes a planned search for 

all relevant data and is the foundation of all researches.  

The task of data collection begins after a research problem has been defined and research 

plan is checked out. While deciding about the method of data collection to be used for the 

study of researcher should keep in mind two types of data. They are: 

 Primary data 

 Secondary data 

Primary data: 

The data that is being collected for the first time or particularly fulfil the objective of the 

project is known as “primary data”. Primary data is the refresh data. This has been 

collected from various sources. The sources adopted to get data is questionnaire and 

through observation.  

Questionnaire is designed in such way that every employee can understand. It consists of 

20 questions, which are sample and close and open end questions.  

Secondary data: 

Secondary data refers to data that is collected by someone other than the user. Common 

sources of secondary data for social science include censuses, information collected by 

government departments, organizational records and data that was originally collected for 

other research purposes. 

For the present study, secondary data is collected from published reports, unpublished 

reports, annual reports, unpublished manuals and materials etc.  

Sampling: 

A sample size of 103 is chosen using simple random sampling method. 
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1.6 Limitations of the Study: 

The present study has few limitations, which are mentioned below: 

 The lack of availability of information.  

 The employees and workers are not intended to provide the complete 

information.  

 As time period is 45 days, it is very difficult to get a clear picture.  

 Due to organization norms and regulations some of the official and financial 

data could not be made available.  
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Indian Railways: 

Railways were first introduced to India in 1853. By 1947, the year of India's 

independence, there were forty-two rail systems. In 1951 the systems were nationalized as 

one unit, becoming one of the largest networks in the world. IR operates both long 

distance and suburban rail systems on a multi-gauge network of broad, meter and narrow 

gauges. It also owns locomotive and coach production facilities. 

The introduction of Railways in our country has taken place at the juncture when the 

transportation system in our country was primitive with the introduction of Railways the 

transportation system and it changed a lot. It was in 16th April, 1953. When the first train 

was steamed of from Bombay to Thana. A stretch of 34 Kms. At present it is having a 

route length of 62.915 Kms. Indian Railways is not only the biggest public sector 

undertaking in the country but also the biggest utility concern. "Indian Railway" is largest 

in Asia and fourth in the world. 

Since its introduction the "Indian Railway" is still continuing to be the predominant in 

Transportation. In the initial stages the administrative control of Railways in India was in 

the hands of the public works departments. But in 1903, the Robertson committee 

recommended for separate board for the Railways. This Board come into begin in 

February 1905 with authority to manage the Railways of India on the basis of Commercial 

principles. 

The Board was initially in the hands of Ministry of Commerce and Industry but was late 

transferred to Ministry of Transport and communications. After Independence, the 

Railways are under the direct control of the Ministry of Railways assisted by the Railway 

Board in the matter of policy and decision making. For administrative convenience the 

Railways, Board re divided in 16 zones. Every zone is headed by a "General Manager" the 

zones the further divided in to different divisions and various departments for the better 

management. 

Vision: 

To be a leading organization in the field of development, redevelopment, operation and 

maintenance of railway stations with passenger amenities of international standards. 
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Mission: 

To develop self-sustainable railway stations in the country with high standards of safety, 

comfort, user friendly passenger amenities, value added services and efficiency by 

adopting the best technological practices, sound financial strategy an optimum utilization 

of resources. 

The Indian Railways is the principal mode of transport in our country. In 150 years of its 

existences it has successfully adopted to the charging need of Transportation of goods and 

passengers in the country. Every year Indian Railway carries over 11 million passengers 

per day and lifted more than a million tones of freight traffic daily on network spread over 

62,915 route Kms covering 7,068 stations. 

The railways networks consists of Board gauge and Narrow gauges totaling a length of 

1,08,336 track Kms. Gauge wise breakup on 31st March, 2006 and zones and their 

respective head quarters, jurisdiction of Divisions are shown in table 1 and table 2. 

Table – 1 

Particulars of gauge wise length of Railways lines in India.     

In additional zonal railways cited above the following production units and projects are 

functioning directly under the control of Railway Board. 

Integral Coach Factory                 - Chennai 

Chittaranjan Loco Motive Works     -     Chittaranjan 

Diesel Locomotive Works       - Varanasi 

Rail Wheel Factory        - Bangalore 

Railway Coach Factory                  - Kapurthala 

Diesel Loco Modernization Works        - Patiala 

 

Rolling stock companies of Steam Engines diesel and electric & Diesel hydraulic Engines 

stationed at various loco sheds. 
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Table-2 

In Southern Railways, we have following the Diesel Shed & Electric Sheds. 

Erode Diesel Sheds, Golden Rock (Work Shop), Krishnarajpuram (Bangalore) 

 Electrical Shed  : Arakonam 

 South Central Railway : Kazipet, Guntakal, Moula-Ali 

 Electrical Shed  : Vijayawada, Lalaguda 

Manufacturing units for diesel locomotives at Varanasi (Diesel Locomotive Workshop) 

for Electrical (ChittaranjanB7 Locomotives Workshop) and ICF for coaches (Integral 

Coach Factory), Kapurthala coaches manufacturing Railway Wheel factory at Bangalore. 

Railway Administration: 

The Ministry of Railway functions under the guidance of the minister of Railways, 

assisted by the Minister of State for Railways. The day-to-day affairs and formulation of 

policy are managed by the Railway Board comprising of a Chairman, five other function 

members and a financial commissioner. The chairman of the Railway Board is the ex-

officio Principal Secretary and each of the other fine functional members are the ex-officio 

Secretaries to the Government of India. 

Indian Railways: 

Nations Life Line: 

Indian Railways have continuously influence the social, economic, cultural and political 

life of the people.  Some of the important aspects of this influence are increased mobility 

of the common man, bringing together people from all castes, communities and religions, 

growth trade and commerce development of industries, equalizing price line, urbanization, 

employment generation, rural development, help in spread of education, contribution to 

national exchequer, influence on literature, poetry, music files etc., Thus, Railways have 

become Nation's life line.   
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The Biggest Organization: 

Indian Railways are the biggest organization our country with 14.12 lakes of employees, 

63,332 route kilometers traversing from Okha to Murkong Selekand Udhampur to 

Kanyakumari, 6,974 Railway stations, a fletch of 8,025 locomotives, 50,080 passenger 

and other coaches.  2, 07,176 goods wagons, carrying 5,725 million originating passenger 

traffic and 682.4 million metric tones of originating goods traffic. If has a total investment 

of 1,12,180.41 crore rupees. 

Brief History: 

The first train in the world was run between Stockton and Darlington in England in 1825. 

In 1844, R.M. Stephenson submitted a proposal to East India Company to start the 

Railway system in India and it was accepted. The first contract was given to East Indian 

Railway Company in 1849. Later, great Indian peninsular Railway Company and other 

companies were given similar contracts in different parts of India.  The first train ran on 

16th April 1853 from Porbunder to Thane followed by the second from Howrah to 

Hooghly on 15th August 1854. 

 

The development in Railways in India has passed through various phases which are 

broadly as under: 

1. Guarantee system    -    1894 - 1869 

2.  State construction   -      1869 – 1882 

3.  Modified Guarantee    -    1882 – 1924 

4.  Nationalization              -     1924 – 1948 

5.  Integration and Regrouping       -     1948 – 1951 

6.  Era of planning             -      1951 – onwards 

 

Railway Management: 

Initially, the Board of Directors in England had an agent in India for supervision and 

control over the companies. The Government appointed advisory engineers and auditors.  

In 1855, Railways were placed under Public Works Department. A railway branch was 

organized under PWD in 1869 and a State Railway Directorate in 1874.  Ultimately, the 
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Railway Board was organized in 1905. The separate Ministry of Railways was formed 

after independence. 

Railway Board: 

Railway Board is the apex executive body which administers, directs ad supervised the 

functioning of the Railway system. The Board functions under the Minister for Railways 

and is headed by the Chairman, who is equivalent to Principal Secretary to Government of 

India. 

The other members are  

1) Financial Commissioner, 

2) Member Staff,  

3) Member Traffic, 

4) Member Mechanical,  

5) Member Engineering and 

6) Member Electrical.  

The Board has several directorates.  Major directorates are headed by an Advisor. Health 

Services and RPF directorates have Director Generals. They are assisted by Executive 

Directors, Directors, Joint Directors etc., 

A. Board's Attached and Subordinate Offices etc. 

(1) Research Design and Standards Organization on, Luck now 

 Note: w.e.f.01.01.'03, RDSO has been declared to be a Zonal Railway with 

headquarters at Luck now. 

(2) Railway Liaison Officer with the Directorate General of Supplies and Disposals. 

Subordinate Offices: 

(1) Railway Recruitment Boards  at Ahmadabad, Ajmer, Allahabad, Bangalore, 

Bhopal, Bhubaneswar, Mumbai, Calcutta, Chandigarh, Guwahati, Gorakhpur, Jammu & 

Kashmir, Chennai, Malda, Muzaffarpur, Patna, Ranchi, Secunderabad and 

Thiruvanthapuram. 



13 
 

(2)Centralized Training Institutions: 

Railway Staff College, Vadodara, Indian Institute of Civil Engineering, Pune, Indian 

Railways Institute of Signal Engineering and Telecommunications, Secunderabad, Indian 

Railways Institute of Mechanical& Electrical Engineering, Jabalpur, Indian Railways 

Institute of Electrical Engineering, Nasik, Indian Railway Institute of Transport 

Management, Luck now. 

(3) Product units: 

 Chittaranjan Locomotive Works, Chittaranjan, 

 Integral Coach Factory, Paramour, Chennai, 

 Diesel Locomotive Works, Varanasi, 

 Rail Wheel Plant, Bangalore, 

 Diesel Component Works, Patiala, 

Railway Coach Factory, Kapurthala 

Other Organizations: 

 Metro Railways at Calcutta, Mumbai and Chennai 

 Circular Railway Project, New Delhi 

 Central Organization for Modernization of Workshops, New Delhi, 

 Central Organization for Railway Electrification, Allahabad 

 CRIS, New Delhi, 

 Indian Railway Conference Association, New Delhi 

 Railway Transport Museum, New Delhi 

Commissions, Tribunals etc.,(Not under the Ministry) commissioner for Railway safety 

with offices at lucknow ,Calcutta ,Bangalore and Mumbai; Railway Rates Tribunal, 

Chennai, Railway claims Tribunals, Railway Audit Organisation and other Commissions 

etc., organizes from time to time. 
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 Undertakings under the Ministry: 

 Rail India Technical and Economic Services Ltd., (RITES); 

 Indian Railway Construction Company Ltd.,(IRCON); 

 Indian Railway Financial Corporation; 

 Indian Container Corporation Ltd., 

 Kankan Railway Corporation (KRC); 

 Centre for Railway Information Systems (CRIS); 

 Indian Railway Catering and Tourism Corporation Ltd.,(IRCTC); 

 Rail Tel Corporation of India, 

 Rail Tel Vikas Nigam Ltd.,(RVNL); 

 Pipavav Railway Corporation Ltd.,(PRCL); 

 

South Central Railways: 

It was created on 2 October 1966 as the ninth zone of Indian Railways.[1]The six divisions 

of this railway have a total 5,752 route kilometers’ of track. Current General Manager of 

S.C. Railway is Mr. G.N.ASTHANA, an officer ofIRSME. From the days of steam-

hauled locomotives and wooden plank seats, South Central Railway has come a long way, 

modernizing its system with the state of the art high-powered Diesel and Electric 

Locomotives, high speed telescopic Passenger Coaches, and higher axle load wagons, 

higher capacity track in all important routes, LED based multiple aspect colour light 

signalling with panel interlocking & solid state interlocking, and digital microwave and 

optic fibre cable communication system, ISDN exchanges etc. Over the years, South 

Central Railway has attained sufficient transportation output with adequate infrastructure 

development and technological upgrading to serve the regions in its jurisdiction. Safe 

operation of trains, expansion of network, modern passenger amenities, punctuality of 

trains, courteous service and cleanliness in stations and trains remain always the thrust 

areas of this Railway. Being a service oriented organization, South Central Railway 

provided Computerized Passenger Reservation System at 85 Stations/locations covering 

96% of the berths available.  

In the arena of information dissemination to the rail customers, it has provided "139" 

Interactive Voice Response System (IVRS) for Reservation and train enquiry, National 

Train Enquiry System (NTES) for real-time information on movement of trains, Passenger 
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Operated Enquiry Terminals (POET) with information on availability of accommodation 

and confirmation and Close Circuit Television (CCTV) for real time reservation 

availability status at all important stations in its system. 

For mass movement of freight, S.C. Railway has introduced high horse powered 

dieselandelectric locomotivesand high speed, higher axle load Box-N-Wagons. 

In 2008 South Central Railways also had the privilege to be the first one to implement 

wireless MU Coupler system supplied byMs Lotus Wireless Technologies, permitting 

Longer freight train delivering higher capacity. The system was first implemented in 

Diesel Locomotive in 2008 followed by installation on Electric Locomotive in 2011 at 

Electric Loco Shed, Kazipet.      The Trains equipped with these systems are in use at 

Badrachalam region in the South Central Railways. South Central Railway plays a pivotal 

role as a catalyst for agricultural and industrial development in the Southern peninsula 

apart from fostering the growth of trade and commerce including import/export through 

ports by connecting sea ports with their hinder land and inland container depots. Its 

reliable and comfortable passenger services for long and short distance travel by 

introducing many super fast and intercity trains helps transform the society by catering to 

their personal, business, educational and tourism purposes. Jurisdictional adjustments were 

made in October 1977 by merging Guntakal Division of the Southern Railway with South 

Central Railway and transferring Sholapur Division back to Central Railway. 

Secunderabad Division was split in February 1978 into two Divisions Secunderabad and 

Hyderabad to facilitate effective operational and administrative control. On 1 April 2003, 

the newly formedGuntur division and Nanded Division of South Central Railway became 

operational and Hugli Division was transferred to the newly formed South Western 

Railway. Presently, the South Central Railway has six divisions, namely Secunderabad, 

Hyderabad, Vijayawada, Guntur, Guntakal and Nanded with 5752 Route km of which 

1604 Rkm are electrified. Vijayawada is the second largest railway junction in India and 

the most important station of the Indian Railway.  

Vijayawada is heart of south central railways it is more important than Secunderabad 

earning more income than rest of the other 

  South Central Railway provided Computerized Passenger Reservation System at 

85Stations/locations covering 96% of the berths available. In the arena of information 

dissemination to the rail customers, it has provided Inter-active Voice Response System 
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(IVRS) for Reservation and train enquiry, National Train Enquiry System (NTES) for real 

time information on movement of trains, Passenger Operated Enquiry Terminals (POET) 

with information on availability of accommodation and confirmation and Close Circuit 

Television (CCTV) for real time reservation availability status at all important stations in 

its system.  

Introduction of Vijayawada division 

 Vijayawada Division is located on the Howrah – Chennai and New Delhi – Chennai trunk 

route.  It came into existence in the year 1956 as a part of Southern Railway. It was 

amalgamated in South Central Railway with effect from 2nd October, 1966.Some portion 

of it was carved out for creation of Guntur Division with effect from 1st April 

2003.Vijayawada Division forms a very vital Railway link on the Indian Railway System 

as ‘Gateway’ to the South. Presently this division runs through seven revenue districts 

viz., Visakhapatnam, East Godavari, West Godavari, Krishna, Guntur, Prakasam 

and Nellore renamed as Sri Potti Sriramulu Nellore Dist.The eastern half of the districts 

adjoining the coast of Bay of Bengal is fed by important perennial rivers like the Pennar 

(near Nellore), the Krishna (near Vijayawada) and the Godavari 

(near Rajahmundry). Vijayawada Railway station is one of the busiest Railway junctions 

in India. 

 

VIJAYAWADA DIVISION S&T ORGANIZATIONAL STRUCTURE 
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Some of the recent key achievements are: 

 First semi-high speed train, The Gateman Express between Delhi’s Hazrat 

Nizamuddin station and Agra Cantonment, was launched on April 5, 2016. This is 

the fastest train in India, running at up to 160 km/h to give a journey time of 1 hour 

40 min on the 188 km route. 

 Mumbai-Ahmadabad high speed rail project has been sanctioned at a total cost 

INR 97,636 crore. 

 Biggest ‘Make in India’ initiative with JV agreements worth INR 40,000 crores 

signed between Ministry of Railways and M/S Alstom Manufacturing India for 

setting up an Electric locomotive factory at Madhepura, and with GE Global 

Sourcing India Pvt. Ltd for setting up a Diesel locomotive factory in Marhowra for 

rolling stock manufacturing (November 2015). 

 2828 km of Broad Gauge lines commissioned in FY 2015-16 which is highest ever 

& 1983 km of Broad Gauge lines in FY 2014-15 against an average of 1528 km 

during 2009-14. 

 During 2014-16, 3105 RKM have been electrified, which is an average of 1552.5 

RKM/annum as against 1236 RKM/annum during 2009-14. 

 1,098 RKM Optical Fibre Cables (OFC) have been laid in FY15-16. The total OFC 

network commissioned by Indian Railways is 48,818 RKM OFC enabling high 

speed communication network over Indian Railways. 
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Introduction: 

South Central Railway was formed on 2nd October, 1966 as the 9th zone of the Indian 

Railways. In its forty plus years of committed service and path breaking progress, South 

Central Railway has grown to a modern system of mass transportation fulfilling the 

aspirations of the passengers/customers and carved a niche for itself in Indian Railways.  It 

is reliable and comfortable Passenger Services for long and short distance travel by way 

introducing many super fast and intercity trains helps transform the society by catering to 

their personal, business, educational and tourism purposes. 

Divisions of Southern Railway and Sholapur and Secunderabad Divisions ofCentral 

Railway were carved out and merged into a new Zone. Subsequently, Guntakal Division 

of Southern Railway was merged with South Central Railway on 02-10-1977 and 

Sholapur Division was remerged with Central Railway. Secunderabad Division was split 

into two Divisions viz. Secunderabad and Hyderabad on 17-02-1978. Following 

reorganization of zones and Divisions with effect from 01-04-2003, two new Divisions 

viz., Guntur and Nanded wereoperationalised duly transferring Hubli Division to newly 

formed South Western Railway. 

Jurisdiction: 

 The zone is spread over the states of  Telangana, Maharashtra, Andhra 

Pradesh, Karnataka and parts of Madhya Pradesh. It has three divisions after the re-

organization of the zone:  

1. Hyderabad 

2. Secunderabad 

3. Nanded 

Presently S.C. Railway has 6 Divisions, viz, Secunderabad, Hyderabad, Vijayawada, 

Guntakal, Guntur and Nanded. South Central Railway predominantly serves the state of 

Andhra Pradesh and Maharashtra and to a limited extent, portions of Karnataka, 

Tamilnadu &amp; Madhya Pradesh states. 

Vijayawada Division: 

The Vijayawada Junction is the busiest station of SOUTH CENTRAL RAILWAY. Since 

its inception, SC Railway laid 342.805 Rkm of new lines, converted 2676.19 Rkm from 

MG to BG and carried out a doubling of track on 1272.453 Rkm, constructed many major 
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river bridges including the engineering marvels Viz., II Godavari Bridge and III Godavari 

Bridges at Rajahmundry. 

 Towards customer satisfaction, it had established the Computerized Passenger 

Reservation Systems at 85 Stations/locations and offer reservations for any train from any 

station in the Country. For gaining efficiency in freight operations, SCR established 

Freight Operations Information System (FOIS) in its jurisdiction and has already 

introduced Rack Management Systems at 23 Stations and Terminal Management System 

at 31 stations. 

It’s Passenger and Freight performance has met with stupendous leaps forward. The 

freight loading which was only 9.00 million tons in the year of its inception, 1966, has 

seen a quantum jump and touched 44.79 Million tons in the financial year 2003-2004. 

Passenger transport too has met with tremendous growth touching 195.65 millions in the 

year 2003-2004 as against 50 millions in the year of inception and the gross earning from 

Rs. 58.00 Cr. To 3683.00 Cr in the fiscal year 2003-2004. 

Ministry of Railways Schemes: 

Avataran: 

Avataran is an umbrella program consists of 7 missions 

 Mission 25 Tone – It aims to increase revenue by augmenting carrying capacity. 

 Mission Zero Accident – It comprises of two sub missions such as Elimination of 

unmanned level crossings on broad Gauge in the next 3-4 years and Equipping 

100% of the High Density Network with Train Collision Avoidance System 

(TCAS). 

 Mission PACE (Procurement and Consumption Efficiency) – It aims to 

 improve procurement and consumption practices to improve the quality of  goods 

and services. 

 Mission Raftaar – It targets doubling of average speeds of freights trains  and 

increasing the average speed of superfast mail/express trains by 25 kmph in the 

next years.  

 Mission Hundred – Under this mission, at least a hundred sidings will be 

commissioned in the next 2 years. Siding refers to low-speed track section / track 

branch distinct from a running line. 
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 Mission beyond book-keeping – It will establish an accounting system where 

outcomes can be tracked to 

 Mission Capacity Utilisation – It proposes to prepare a blueprint for making full 

use of the huge new capacity that will be created through two Dedicated Freight 

Corridors between Delhi-Mumbai and Delhi- Kolkata scheduled to be 

commissioned by 2019. 

VIKALP: 

The Alternate Train Accommodation Scheme (VIKALP) scheme aims to facilitate 

waitlisted passengers to get an alternative train accommodation within 12 hours of the 

original train. 

 

 The waitlisted passengers will get confirmed accommodation in next 

 alternative train if they opt for it while booking. 

 No extra charges will be paid by the passenger to avail this scheme. 

Clone train services: 

 The proposed service will run‘ on high-demand routes within an hour of a 

scheduled train‘s departure to accommodate those on its waiting list. 

 The idea is to ensure that they reach their destination around the same time they 

had originally envisaged 

Infrastructure 

 Workshops 

 Sheds 

 Depots 

 Training Institutes 

 Healthcare 

Projects 

 Electric loco shed, Guntakal  

 Midlife Coach factory, Kurnool  

 Periodic Wagon overhauling workshop, Kazipet  

 Bogie Components Manufacturing unit, Thottambedu 
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Railway Protection Force: 

The Railway Protection Force has emerged from a turmoil of systems; there being as 

many forms of its existence and as many modes of functioning as there were railway 

Companies in British India for imparting the set-up a uniformity of working, the RPF 

Rules were enacted in 1959 and RPF Regulations published in 1966. In the same year, 

some limited powers to apprehend and prosecute offenders involved in railway property 

were conferred on the Force by enacting the railway Property (Unlawful Possession) Act, 

1966. Primarily RPF has been entrusted with responsibility of the safety of Railway 

property. But, while the provisions of RPF Act were soon found wanting for the 

maintenance  of an effective and disciplined Force, the RPF Rules and Regulations too 

were found judicially unsound. The RPF Act, 1957 was accordingly modified by 

Parliament vide Act No.60 of 1985 on 20 September 1985 for the constitution and 

maintenance of the Force as an armed force of the Union. 

The Committee recommended that since policing on the railways is the constitutional 

responsibility of the State Governments, certain matters relating to the security of railway 

passengers could be segregated from the policing functions and be given to the Railway 

Protection Force. The Committee also recommended that the Railway Protection Force 

may be given the following additional duties relating to security of passengers. 

The Railway Ministry accepted the above recommendations of the Committee. 

Accordingly, RPF by an amendment of the Railways Act/RPF Act has been empowered to 

deal with the offences, which directly relate to the functioning of the Railways, as the 

Police, being preoccupied with the law and order duties, have little time for these minor 

offences. It was against this backdrop that the RPF Act and The Railways Act have been 

amended.  

1. Escorting of passenger trains in vulnerable areas. 

2. Providing access control, regulation and general security on the platforms, in 

passenger areas and circulating areas. 

3. Further, it was felt that for effectively dealing with the cases under the Railways 

Act, the Railway Protection Force should be empowered to enquire and to launch 

prosecution against the persons committing offences under the Railways Act and 
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accordingly the Railway Act has been amended to empower RPF to investigate and 

prosecute in offences covered under the Act. 

4. Railway Protection Force will be legally enabled to provide protection and 

safeguard to the passenger and his luggage, which will ensure better Passenger 

Facilitation. 

5. Access control to stations can be regulated in a more effective way and general 

security on the platforms in passenger area and circulation area will get reinforced 

6. Empowerment under The Railways Act will ensure more smooth train operations 

since many sections of The Railways Act aim at hassle-free train operations. 

7. Entrusting of new responsibilities to RPF would mean optimum utilization of 

human resources. 

8. Railway Protection Force will be able to take steps for prevention of any 

cognizable offence against the passengers and will also be legally empowered to 

apprehend any person who is involved in such offences. 

With the introduction of amendment in RPF and Railways Act, RPF has been vested with 

the powers to investigate in Railways Act cases. RPF has accepted the challenge and 1286 

important passenger trains have been provided with RPF escorts over Indian Railways. 

Particulars of Organization Function and Duties: 

Railway Protection Force is constituted and maintained by the Central Government as an 

Armed Force of the Union for the better protection and security of Railway property. This 

Force is constituted as per Section - 3 of RPF Act, 1957 (Amended 1985 & 2003). 

Organizational set up of Zonal railway: 

1. For the purposes of the act, a unit of the force shall be distributed over each zonal 

railway including railway establishments and other railway areas served by that zonal 

railway.  

2. The head of the Security Department in each zonal railway shall be a Chief Security 

Commissioner and the entire unit of the Force posted on that Railway (including 

railway establishments located on that railway) shall be under his command, 

supervision and administration.  

3. A Chief Security Commissioner shall be assisted at his headquarters (hereinafter 

referred to as the Security Commissioner) by such number of Superior officers and 
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6. A static post or a mobile company may have one or more out-posts or detachments 

attached to it, each headed by an officer not below the rank of sub-Inspector and 

comprising of such number of other enrolled members of the Force as may be 

determined by the Chief Security Commissioner. 

7. A fire station shall be headed by an officer nor below the rank of a sub inspector and 

consists of such number of other enrolled numbers of the force as may be appointed 

from time to time for fire fighting and fire prevention. 

Branches of the Force on a Zonal Railway: 

1 Force deployed on each zonal railway shall consists of the following three branches, 

namely:-  

a) Executive Brach 

b) Prosecution Branch, and  

c) Fire service branch  

2 These branches shall consists of such number of superior officers and other enrolled 

members of the Force as may be determined by the Chief Security Commissioner with 

the approval of the Director-General.  

3 The enrolled members in the respective branches of the Force, who are under the 

administrative control of the Chief Security Commissioner shall from a separate cadre 

in each such branch for the purposes of fixation of seniority.  

4 No enrolled member of the Force shall be eligible for transfer from one branch to 

another except for filling up of vacancies of and below the rank of Assistant Sub-

Inspector in the Prosecution branch. 
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Introduction:  

Wage and salary administration is one of the vital areas of personnel administration , for 

sound wage and salary policies and programmes are essential to procure, maintain, 

develop, promote and transfer employees and to get effective results from them.  

Wage and salary administration refers to the establishment and implementation of sound 

policies and practices of employee compensation. It includes such areas as job evaluation, 

surveys of wage and salaries, analysis or relevant organisational problems, development 

and maintenance of wage structure, establishing rules for administering wages, wage 

payments incentives, profit sharing, wage changes and adjustments, supplementary 

Payments, control of compensation costs etc. 

Wages Vs Salary: 

Payment made to labour is generally referred to as wages.  Wages is compensation to the 

employees for services rendered to the organization. Normally the wages period is shorter 

than the salary period. Money paid periodically to persons whose output cannot to be 

easily measured, such as clerical staff as well as supervisory and managerial staff, is 

referred to as salaries. Salaries are thus paid generally on a monthly basis and at the times 

the elements of incentive is introduced in the form of commission, for e.g. paid to 

salesmen in addition to their salaries.  

History: 

During the early period of industrial development, efforts towards workers welfare were 

made largely by social workers, philanthropists, religious leaders and some of considerate 

employers, mostly on humanitarian grounds. Before introduction of welfare and other 

legislation in India, the conditions of labour were miserable. 

The resolution of 1947 of the ILO concerning welfare facilities for workers of the 

International labour conference of 1956 influenced the scope of labour welfare and labour 

welfare legislation in India. 

The second World War brought about far reaching consequences in all fields of activities 

and strengthened the welfare movement and the benefits regulating from a proper regard 

for the health and well-being of the workers were gradually recognized and employers co-

operated with the Government in making the provision improved amenities. The 
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Government take the initiative and actively promoted various welfare activities among the 

industrial workers.  

Definitions of Wage and Salary: 

A wage is the remuneration paid, for the services of labour in production, periodically to 

an employee/worker. "Wages" usually refer to the hourly rate or daily rate paid to such 

groups as production and maintenance employee ("blue collar workers"). On the other 

hand, 'salary' normally refers to the weekly or monthly rates paid to clerical administrative 

and Professional employees (“white collar workers”). 

According to Yoder and Henman:- 

 "Wages are the compensation of wage earners, the numerous employees who use the tools 

and equipment’s for their employers to produce goods and services that are sold by their 

employers". 

According to P.M.Stochank :-  

“Wage is that labour’s remuneration which creates the utility”. 

Employee compensation may be classified into two types-  

1. Base compensation refers to monitory payments to employees in the form of 

wages and salaries Wages· implies remuneration to workers doing manual work. 

Salaries· is usually defined to mean compensation to office, managerial, technical 

and professional staff.  

2. Supplementary compensation signifies incentive payments based on actual 

performance of an employee or a group of employees. 

Administration of Wages and Salaries: 

Wage and salary administration should be controlled by some proper agency. This 

responsibility may be entrusted to the personnel department or to some job executive. 

Since the problem of wages and salary is very delicate and complicated, it is usually 

entrusted to a Committee composed of high-ranking executives representing major line 

organizations.  
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The major functions of such Committee are: 

1) Approval and/or recommendation to management on job evaluation methods and 

findings. 

Review and recommendation of basic wage and salary structure; 

2) Help in the formulation of wage policies from time to time 

Co-ordination and review of relative departmental rates to ensure conformity; and 

Review of budget estimates for wage and salary adjustments and increases. 

Objectives of wage & salary Administration 

1. To  Establish a Fair and Equitable Remuneration 

2. To Attract Competent Personnel 

3. To Retain the Present Employees 

4. To Improve Productivity 

5. To Control Costs 

6. To Improve Union Management Relations 

7. To improve Public image of the Company 

Characteristics of Wage and salary Administration 

1. A good Wage system acts as a motivator to the employee 

2. The system of Wage payment should be permanent and stable. 

3. The wage plan must be flexible. It should be capable of being adjusted quickly to 

the changing requirements of the enterprise. 

4. The system of wage payment should be easy to understand and simple to operate. 

Process of wage & salary Administration 

1. Job Analysis: In this step job is thoroughly analyzed and identified through time 

and motion and other studies in terms of its requirements, difficulties, 

responsibilities, etc.  

2. Job Evaluation: Job evaluation is the operation of evaluating a particular job in 

relation to others jobs either within or without the organization. 
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3. Pricing Job Structure: Pricing job structure to form  wages and salary, structure 

involves numerous and complex consideration including compensation, legislation, 

existing wage rates, union demands, labour supply and demands conditions. 

4. Method of Wage Payment: when the wage structure has been priced, methods of 

wage payment should be set up to pay employees. 

5. Evaluation of the wage and salary administration: The last step is to evaluate 

the efficiency of the wage and salary administration, principles, policies, 

procedures, etc. 

Factors Affecting Wage & Salary Administration: 

1. Labour Market: Demanded for and supply of labour influence wage & salary 

fixation. 

2. Bargaining Power: wage rates also depend to a large extent on relative 

Bargaining power of the trade unions or workers and employers. 

3. Cost of Living: cost of living various under inflationary  and deflationary 

pressures, where employers do not show enough awareness ,labour unions if strong 

come out with a demand of wage adjustment according to the cost of living . 

4. Condition of Product Market: The wage levels will be influenced by the degree 

of the competitions prevailing in the market for the product of the industry. 

5. Comparative Wages: Wages paid by other phones in the same market for similar 

work also influence wage level. 

6. Ability to Pay: Wage rates are influenced by the ability of industry or firm to pay 

its workers. 

System of wage Payment: 

            In case of worker, the wages are depend generally on the rates of wages which may 

be barely rate or time rate or leased on a piece rate, that is, dependent on worker’s output. 

There are also various combinations of not only time & piece rate systems, but also 

several premium plans adopted with a view to incorporate the incentive element and 

motivate the worker. In addition, there are collective wage payments also. 
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Time of wage Payment: 

       Under this system, the work is paid a certain sum for a fixed period of time that is so 

much per hour or per day or month. The main advantages under this system are the 

followings: 

        I.    It is simple in calculation 

        II.    The worker does not rush the job and spoil the quality through a temptation of 

earning more.  

The piece wage system: 

            In this system, the worker is paid a fixed rate per unit produced or job completed. 

The rate is normally developed on the basis of analysis of previous performance and 

establishment of average performance of a particular standard of workmanship. 

 

 Principles of Wage and Salary Administration: 

There are several principles of wage and salary plans and practices.  

1. Wage and salary plans should be sufficiently flexible.  

2. Job evaluation must be done scientifically  

3. Plans must always be consistent with overall organization plans and programmes.  

4. These plans and programmes should be in conformity with the social and 

economic objectives of the country like attainment of equality in income 

distribution and controlling inflationary trends. 

5. These plans and programs should be responsive to the changing local and national 

conditions  

6. These plans should simply and expedite administrative processes.  

Elements of Wage and Salary System: 

The system should have a relationship with the performance, satisfaction and attainment of 

goals of an individual. 
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Henderson identified several elements, 

1. Identifying the available salary opportunities, their costs, estimating the worth of 

its members, of their salary opportunities and communicating them to employees 

2. Relating salary to needs and goals  

3. Developing quality, quantity and time standards related to work and goals 

4. Determining the effort necessary to achieve the standards  

5. Measuring the actual performance 

6. Comparing the performance with the salary received 

7. Measuring the job satisfaction of the employees 

8. Evaluating the unsatisfied wants and unrealized goals aspirations of the employees. 

Wage Policy 

A wage bill is an important part of the production cost. If the wage bill increases beyond 

the paying capacity of an employer, the very survival of the firm becomes difficult.  

Wage Policy in India 

1. Minimum wage 

2. Fair wage 

3. Living wage 

State Regulation of Wages: 

Minimum wages act, 1948 

The Act prescribes minimum rate of wages certain sweated and unorganized sectors 

covered under this Act. The minimum wages can be fixed by hour, day, month or any 

other time period. The Act provides for setting up a tripartite body consisting of 

employees, unions and the government, to advise and assist in fixing and revising 

minimum wage rates. The rates could be subjected to revision at intervals not exceeding 5 

years.  
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Payment of Wages Act, 1936  

The main objective of the act is to provide for regular payment of wages without any 

unauthorized reductions to persons who are employed in any industrial establishment or 

factory. 

 

The Act prescribes all the permissible deductions to be made from the employees salary, 

for example fines, deductions for absence, deductions for loss of goods entrusted to 

worker, Provident fund, insurance premium, etc. 

 

Wage Boards 

This is one of the important institutions set up by the government of India for fixation and 

revision of wages. Separate wage boards are set up for separate industries. Government of 

India started instituting wage boards in accordance with the recommendations of the 

Second Five Year plan.  

 

Pay Commissions 

     Wages and allowances of Central and State government employees are determined 

through the pay commissions appointed by the appropriate government. So far the Central 

Government has appointed five pay commissions. The disputes arising out of pay 

commission awards and their implementation are decided by commissions of inquiry, 

adjudication machinery and the joint consultative machinery. 

 

Wage Differentials: 

Wages differ in different employments or occupations, industries and localities, and also 

between persons in the same employment or grade. Wage differentials and personal 

differentials has classified into five categories: 

1. Occupational Differentials: 

Different occupations require different qualifications;   different   wages of skill and carry 

different degrees of responsibility, wages are usually fixed on the basis of the differences 

in occupations and various degrees of skills. 
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2. Inter-firm Differentials: 

Inter-firm differentials reflect the relative wage levels of workers in different plants in the 

same area and occupation. 

 

3. Inter-area or Regional Differentials: 

Such differentials arise when workers in the same industry and the same occupational 

group, but living in different geographical areas, are paid different wages. 

 

4. Inter-industry Differentials: 

These differentials arise when workers in the same occupation and the same occupation 

and the same area but in different industries are paid different wages. Inter-industry 

differentials reflect skill differentials. 

 

5. Personal wage Differentials: 

These arise because of differences in the personal characteristics of workers who Work in 

the same plant and the same occupation. 

Wage and Salary Structure:  

Wage and Salary structure elements include payments made according to salary schedules 

or wage scales, increments to salaries or wages, payments for bonus piecework, awards, 

allowances, incentives, and fringe benefits. 

Wage scales are based on established wage rates and salary schedules. Remuneration 

made according to an established wage scale is a basic compulsory element of the wages 

of each industrial and nonindustrial worker and employee. The starting level of a wage 

scale is based on the established minimum wage. 
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Table 5.1: Employees opinion on wage and salary administration in south central railway.  

 

S.NO Options No of respondents Percentage% 
1 Excellent 50 49% 
2 Good 30 29% 
3 Average 13 12% 
4 Poor 10 10% 
 Total 103 100% 

 

 

 

Interpretation: 

From the above graph it is understood that 49% of the employees opined that wage and 

salary administration is excellent at South central railway, 29% of the employees opined 

that wage and salary administration is good at South central railway, 12% of the 

employees opined that wage and salary administration is average at South central railway 

and 10% of the employees opined that wage and salary administration is poor at South 

central railway.  
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Graph 5.1: Employees opinion on wage and salary 
administration
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Table 5.2: Employee satisfaction towards their salary.  

 

S.NO Options No of respondents Percentage % 
1 Very much satisfied 30 29% 
2 Satisfied 35 34% 
3 Dissatisfied 25 24% 

4 
Very much 
dissatisfied 

13 13% 

 Total 103 100% 
 

 

 

 

Interpretation : 

From the above graph it is understood that 29% of the employees opined that they are very 

much satisfied with their salary, 34% of the employees opined that they are satisfied with 

their salary, 24% of the employees opined that they are dissatisfied with their salary and 

13% of the employees opined that they are very much dissatisfied with their salary.  
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Graph 5.2: Employee satisfaction towards their salary
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Table 5.3:Employees receive wage and salary in South central railway on the basis off.  

 

S.NO Options No of respondents Percentage % 
1 Agreement base 25 24% 
2 Law base 30 29% 
3 Government base 40 39% 
4 Management base 8 8% 
 Total 103 100% 

 

 

 

Interpretation : 

From the above graph it is understood that 24% of the employees opined that they are 

receive wage and salary in South central railway on the basis of agreement, 29% of the 

employees opined that they are receive wage and salary in South central railway  on the 

basis of law, 39% of the employees opined that they are receive wage and salary in South 

central railway on the basis of government and 8% of the employees opined that they are 

receive wage and salary in South central railway on the basis of management. 
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Table 5.4: Employees decision regarding their job, when the organization reduce their 
salary.  

 

S.NO Options No of respondents Percentage % 
1 Resign your job 35 34% 

2 
Adjust with your 

salary 
20 19% 

3 
Complaint against 

company 
10 10% 

4 
Improve your 
performance 

20 19% 

5 
Move on another 

organization 
18 18% 

 Total 103 100% 
 

 

 

Interpretation : 

From the above graph it is understood that 34% of the employees opined that they are 

resigned to their job when the organization reduces their wage and salary, 19%  of the 

employees opined that they are adjust with their salary, 10%  of the employees opined that 

they are complaint against company, 19% of the employees opined that they are improve 

their performance and 18% of the employees opined that they are move on another 

organization.  
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Table 5.5: Employees are motivated by a following policy to give more effort. 

 

S.NO Options No of respondents Percentage % 

1 
Life insurance 

policy 
30 29% 

2 Payment policy 50 48% 
3 Public policy 10 10% 
4 Private policy 13 13% 
 Total 103 100% 

 

 

 

Interpretation: 

From the above graph it is understood that 29% of the employees opined that they are 

motivated by a life insurance policy for giving more efforts, 48% of the employees opined 

that they are motivated by a payment policy for giving more efforts, 10% of the employees 

opined that they are motivated by a public policy for giving more efforts and 13% of the 

employees opined that they are motivated by a private policy for giving more efforts.  
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Table 5.6: South central railway provides extra benefits to their employees apart from 
allowances. 

 

S.NO Options No of respondents Percentage % 

1 
Non financial 

benefits 
50 49% 

2 Financial benefits 35 34% 
3 None 18 17% 
 Total 103 100% 

 

 

 

 

Interpretation : 

From the above graph it is understood that 49% of the employees opined that apart from 

allowances the South central railway provide non financial benefits to their employees, 

34% of the  employees opined that apart from allowances the south central railway 

provide financial benefits to their employees and 17% of the employees opined that apart 

from allowances the south central railway does not provide both financial and non 

financial benefits to their employees. 
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Graph 5.6: South central railway provides extra 
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Table 5.7:The south central railway salary scale is motivate to their employees by using 
following techniques. 

 

S.NO Options No of respondents Percentage % 

1 
Maintain same 

salary scale 
20 19% 

2 
Frequently revise the 

salary scale 
35 34% 

3 
Add extra benefits in 

salary scale 
15 15% 

4 
Revise salary scale 
during annual year 

33 32% 

 Total 103 100% 
 

 

 

Interpretation : 

The above graph it is understood that 19% of the employees opined that the south central 

railway should maintain same salary scale to motivate them,34% of the employees opined 

that the south central railway frequently revise the salary scale to motivate them,15%of the 

employees opined that the south central railway should add extra benefits in salary scale to 

Motivate them and 32% if the employees opined that the south central railway revise the 

salary scale during annual year to motivate them. 
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Table 5.8:  Which type of wages you receive in South Central railway. 

 

S.NO Options No of respondents Percentage % 
1 Fair wages 35 34% 
2 Minimum wages 40 39% 
3 Living wages 28 27% 
 Total 103 100% 

 

 

 

Interpretation: 

The above graph it is understood that 34% of the employees opined that they are receive 

fair wages, 39% of the employees opined that they are receive minimum wages, 27% of 

the employees opined that they are receive living wages in South Central railway. 
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Table 5.9: Employees opinion on salary of South Central railway, when compared to other 
government organisations in the country. 

 

S.NO Options No of respondents Percentage % 

1 
Better and 
motivating 

50 49% 

2 Not effecting 20 19% 

3 
Only better not 

motivating 
25 24% 

4 None 8 8% 
 Total 103 100% 

 

 

 

Interpretation: 

The above graph it is understood that 49% of the employees opined that when compared to 

other government organisations the south central railway gives better and motivating 

salary to their employees, 19% of the employees opined that the salary is not effective 

when Compared to other government organisations,24% of the employees opined that the 

salary is only better not motivating when compared to other government organisations and 

8% of the employees opined that none.  
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Table 5.10: I get adequate incentives for every extra effort, I put. 

 

S.NO Options No of respondents Percentage % 
1 Strongly agree 35 34% 
2 Agree 25 24% 
3 Disagree 30 29% 
4 Strongly disagree 13 13% 
 Total 103 100% 

 

 

 

 

 Interpretation : 

The above graph it is understood that 34% of the employees opined that they are strongly 

agree with the statement, 24% of the employees opined that they are agree with the  

statement, 29% of the employees opined that they are  disagree with the statement and  

13%of the employees opined that they are strongly disagree with the above statement . 
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Table 5.11: Which motivates employees for making better performance and achievements 
in south central railway. 

 

S.NO Options No of 
respondents Percentage % 

1 Incentives 25 24% 
2 Allowances 25 24% 
3 Bonus plan 33 32% 
4 Promotions 20 20% 
 Total 103 100% 

 

 

 

Interpretation: 

The above graph it is understood 24% of the employees opined that incentives are 

motivating for making better performance and achievements, 24% of the employees 

opined that allowances are motivating for making better performance and achievements, 

32% of the employees opined that bonus plan is  motivating for making better 

performance and achievements, 20% of the employees opined that promotions are 

motivating for making better performance and achievements. 
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Graph 5.11: Employee opinion on motivational factors 
in south central railway
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Table 5.12: Who are responsible for the Pay of salary to the workers. 

 

S.NO Options No of respondents Percentage % 
1 Company 30 29% 
2 Employer 40 39% 
3 Manager 20 19% 
4 Executives 13 13% 
 Total 103 100% 

 

 

 

 

Interpretation: 

The above graph it is understood that 29% of the employees opined that company is 

responsible to pay a salary, 39% of the employees opined that employer is responsible to 

pay a salary, 19% of the employees opined that manager is responsible to pay a salary, 

13% of  the employees opined that the  executives are the responsible to pay a salary. 
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Table 5.13: Do you like to continue your present job in south central railway. 

Table 5.13a: If yes, state any one of the following reason. 

 

S.NO Options No of respondents Percentage % 
1 Job security 45 44% 
2 Monetary benefits 15 15% 
3 Working conditions 20 19% 
4 Human relations 23 22% 
 Total 103 100% 

 

 

 

 

Interpretation: 

The above graph it is understood that44%of the employees opined that job security is the 

main reason to continue with their present job, 15% of the employees opined that 

monetary benefits are the main reason to continue with their present job,19% of  the 

employees opined that good  working conditions are  the main reason to continue with 

their present job,27% of the employees opined that human relations are the main reason to 

continue with their present job. 
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Table 5.13b: If no, state any one of the following reason. 

 

S.NO Options No of respondents Percentage % 

1 
Poor working 

conditions 
30 29% 

2 Poor salary 20 19% 
3 Poor relations 40 39% 
4 No job security 13 13% 
 Total 103 100% 
    

 

 

 

 

Interpretation: 

The above graph it is understood that 29% of the employees opined that they does not 

continue with their present job because of poor working conditions, 19% of  the 

employees opined that they does not continue with their present job because of poor 

salary, 39% of the employees opined that does not continue with their present job because 

of poor relations, 27% of the employees opined that they does not continue with their 

present job because of no job security. 
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Graph 5.13b: Reasons for the employee to do not 
continue their present job in south central railway
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Table 5.14: Do you feel proud to working in south central railway. 

 

S.NO Options No of respondents Percentage % 
1 Yes 55 53% 
2 No 20 20% 
3 Neutral 28 27% 
 Total 103 100% 

 

 

 

Interpretation: 

The above graph it is understood that 53% of the employees opined that they are feel 

proud to working in South Central railway, 20% of the employees opined that they are not 

feel   proud to working in South Central railway, 27% of the employees opined that they 

are feel both proud and not proud to working in South Central railway. 
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working in south central railway
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Table 5.15: South central railway wage and salary system helps to. 

 

S.NO Options No of respondents Percentage % 
1 To retain employees 20 19% 

2 
To motivate 
employees 

45 44% 

3 
To improve 

performance of 
employees 

20 19% 

4 
Rivalry among 

competitors 
18 18% 

  103 100% 
 

 

 

 

Interpretation: 

The above graph it is understood that 19% of the employees opined that the wage and 

salary system is helps to retain the employees, 44% of the employees opined that the wage 

and salary system is helps to motivate employees, 19% of the employees opined that the 

wage and salary system is helps to improve the performance employees, 18% of the 

employees opined that the wage and salary system is helps to rivalry among competitors. 
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Table 5.16: What are the benefits, you get in South central railway with certain wages.  

 

S. NO Options No of respondents Percentage% 

1 
Medical and sick 

leave benefits 
45 44% 

2 Statutory benefits 15 15% 

3 
Non statutory 

benefits 
20 19% 

4 Vacation holidays 23 22% 
 Total 103 100% 

 

 

 

Interpretation : 

The above graph it is understood that 44% of the employees opined that they are receiving  

medical and sick leave benefits with certain wage, 15% of the employees opined that they 

are receiving statutory benefits with certain wages, 19% of  the employees opined that 

they are receive non statutory benefits with certain wages, 22% of the employees opined 

that they are receive vacation holidays with certain wages. 
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Table 5.17: What is the main problem you face with availing of South central railway 
wage and salary system. 

 

S. NO Options No of respondents Percentage% 
1 Salary reduction 13 12% 
2 Wage differences 44 43% 
3 Low basic pay 8 8% 

4 None 38 37% 

 Total 103 100% 
 

 

 

 

Interpretation: 

The above graph it is understood that 12% of the employees opined that they are face the 

salary reduction with the availing of wage and salary system, 43% of the employees 

opined that they are face wage differences with availing of wage and salary system, 8% of 

the employees opined that  low basic pay is main problem  with availing of wage and 

salary system, 37% of the employees opined that they are not face any problem. 
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Graph 5.17: Problems with availing of South central 
railway wage and salary system
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Table 5.18: Do you get allowances to the current allowances scheme in South central 
railway. 

 

S. NO Options No of 
respondents Percentage% 

1 Yes 55 53% 
2 No 15 15% 
3 Neutral 33 32% 
 Total 103 100% 

 

 

 

 

Interpretation: 

The above graph it is understood that 53% of the employees opined that they are receive 

allowances on the basis of current allowances scheme, 15% of  the employees opined that 

they are not receive allowances on the basis of  current allowances scheme, 32% of the 

employees opined that neutral. 
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Table 5.19: Does the South central railway takes Your suggestions for the improvement of 
wage and salary policies. 

 

S. NO Options No. Of respondents Percentage% 
1 Yes 30 29% 
2 No 35 34% 
3 Neutral 38 37% 
 Total 103 100% 

 

 

 

 

Interpretation: 

The above graph it is understood that 29% if the employees opined that the organization 

taking their suggestions for the improvement of wage and salary policies, 34% of the 

employees opined that the organization not taking any suggestions for the improvement of 

wage and salary system, 37% of the employees opined that the organization neither taking 

nor taking their suggestions for the improvement of wage and salary policies. 
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Graph 5.19: South Central Railway takes employee 
suggestions for the improvement of wage and salary 
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Table 5.20: Which factor is more important to have a job satisfaction. 

 

S. NO Options No of respondents Percentage% 
1 Salary 45 44% 
2 Management 15 14% 
3 Welfare benefits 30 29% 
4 Working conditions 13 13% 
 Total 103 100% 

 

 

 

 

Interpretation: 

The above graph it is understood that 44% of the employees opined that the salary is a key 

factor for job satisfaction, 14% of the employees opined that the management is a key 

factor for job satisfaction, 29% of the employees opined that the welfare benefits are the 

key factor for job satisfaction, 13%of the employees opined that the working conditions 

are the key factor for job satisfaction. 
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satisfaction
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Findings: 

 The present study has 49% of the employees opined that the wage and salary 

administration is excellent in South Central Railway. 

 The present study has 63% of the employees are satisfied with their salary. 

 The present study has 55% of the employees opined that they are receiving better 

and motivating salary when compared to other government organizations in the 

country. 

 The present study has 48% of the employees says the payment policy is motivate 

them to put more efforts. 

 The present study has 44% of the employees feel job security is a key factor for 

employees to continue with their present job in South Central Railway. 

 The present study has 34% of the employees opined that the south Central Railway 

provide financial benefits apart from allowances. 

 The present study has only 29% of the employees feel the south central railway 

takes their suggestions for the improvement of wage and salary administration. 

 The present study has 40% of the employees opined that they are receive wage and 

salary on the basis of government. 

 The present study has 45% of the employees says the wage and salary system is 

helps to motivate their employees for making better achievements. 

 The present study has b80% of the employees feel salary is a key factor for 

employee job satisfaction. 

 The present study has 34% of the employees opined that they are receive adequate 

incentives for every extra effort. 

 The present study has 39% of the employees feel human relations are not good in 

South Central Railway. 

 The present study has 53% of the employees opined that they are receive 

allowances on the basis of current allowances scheme. 

 The present study has Above 50% of the employees are well known about current 

wage and salary administration system in South Central Railway. 
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Suggestions: 

 The following suggestions are to be implemented by south central railway to 
satisfy their employees regarding wage and salary administration. 

 
 The awareness programmes like training and development should be provided by 

the South Central Railway to their employees. 

 The Organization should implement Wage and salary administration system upto 

standard level then employees are well known about their wage and salaries. 

 The organization should announce efficient increments for skilled, committed and 

personals. Then the employees can contribute more to the Organization. 

 The motivational activities like promotions, bonus, allowances and incentives 

should be provided by the South Central Railway to their employees. And those 

activities are helps to employee satisfaction. 

 The organization should build human relations then the employees can work 

healthy environment and they are giving more efforts to the Organization. 

 The organization has to set a mutual goal system, which satisfies both individual 

and organizational needs. 

 Salary has to be increased according to the employee performance and working 

conditions. 

 Benefits have to be increased for the sake of employee and to motivate them. 

These benefits will give the peace of mind to the employees. And it leads to the 

better productivity and healthy environment. 

 The wage agreement has to be implemented according to standard of living. 

Management have to provide quality of work life to the employees. 
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Conclusion: 

A satisfied employee is important for every organisation, so the organisation should 

implement efficient wage and salary system. Wage and salary administration refers to the 

establishment and implementation of sound policies and practices of employee 

compensation. 

It includes job evaluation, survey of wage and salaries analysis of different organization 

problems, development and maintenance of wage and salary structure, establishing rules 

for administering wages, benefits includes health insurance and profit sharing, wage 

payment incentive plans, control of compensation cost and other related items. 

The main purpose of wage and salary administration is to attract employees, to improve 

performance and motivate their employees and maintain financial reports and face the 

legal problems. The main influencing factor of wage and salary administration is 

employee satisfaction. All employees of South Central Railway satisfied with their job 

towards wage and salary administration. 
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Questionnaire: 

  Name:                               Age:            Gender:               

Total work experience:                                      Marital status: 

1. What is your opinion on wage/ salary administration In South central railway? 

a) Excellent                       b)Good              c) Average                       d) Poor  

2.Are you satisfied with your salary?  

a) Very much satisfied                          b) Satisfied                  c) Satisfied to some extent 

d) Dissatisfied                             e) Very much dissatisfied 

3.On what basis,you receive wage and salary in South  central railway?  

a) Agreement base        b) Law base            c) Government base        d) Management base 

4.when South central  railway facing crisis and reduce wage and salary, what step you may 

take in that time period?  

a)Resign your job      b) Adjust with your salary     c) Complaint against company      

d) Improve your performance          e) Move on another organization 

5. Which policy of South central  railway, motivate you to put more effort?  

a) Life insurance policy     b) Payment policy        c) Public policy         d) Private policy 

6. What are the extra benefits, the South central  railway provides to their employees apart 

from allowances?  

a) Non financial benefits  b) financial benefits  c) None 

7. How south central  railway salary scale to motivate their employees ?  

a) Maintain same salary scale                    b) Frequently revise the salary scale 

c) Add extra benefits in salary scale            d) Revise salary scale during annual year 
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8. Which type of wages are you take in South central railway station?  

a)Fair wages     b) Minimum wages       c)Living wages      d) privailing wages  e) Tipped 

wages 

9. What is your opinion about salary of South central railway, when Compared with other 

government organizations in the country? 

a) Better and motivating    b) Not effective    c) Only better not motivate    d)None 

10.I get adequate incentives for every extra effort, I put.  

a) Strongly agree                   b)Agree                       c) Disagree                        d) Strongly 

disagree 

11. Which motivates employees for better performance and  achievements in South central 

railway?  

a) Incentives                     b) Allowances               c) Bonus plan                 d) promotions  

12. Who are responsible for the pay of salary to the workers’?  

a) Company            b) Employer             c) Manager         d) Executives      e) Managing 

director 

13. Do you like to  continue your present job in south central railway.  

If yes state any one of the following reason.  

a) Job security             b) Monetary benefits            c) Working conditions       d)Human 

relations 

If no, state any one of the following reason.  

a) Poor working conditions         b) poor salary           c)Poor relations           d) No job 

security 

14. Do you feel proud to working  South central  railway. 

a) Yes                                              b) No                                c) Neutral 
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15. South central railway wage and salary system helps to.  

a) To retain employees                                                   b)To motivate employees 

c) To improve performance of employees                      d) Rivalry among competitors 

16. What are the benefits, you get in South central railway with certain wages.  

a) Medical and sick leave benefits   b) statutory benefits   

c) Vacation holidays                           d) Non statutory benefits      e) None 

17. What is the main problem you face with availing of South central railway wage and 

salary system.  

a) Salary reduction                  b) Wage differences           c) Low basic pay           d) None 

18. Do you get allowances to the current allowances scheme in South central railway.  

a) Yes                         b) No            c) Neutral 

19.Does the South central railway takes Your suggestions for the improvement of wage 

and salary policies . 

a) Yes                            b) No                          c) Neutral 

20. Which factor is more important for job satisfaction? 

a) Salary                  b) Management         c) Working conditions           d) Welfare benefits       
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INTRODUCTION 
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A STUDY ON STRESS MANAGEMENT AT KUSALAVA 
HUNDAYI, VIJAYAWADA 

 

Introduction: 

 

Stress has become a part and parcel of our every existence and probably the only stress- free 

state is death. Stress is a negative consequence of modern living. People are stressed because of 

overwork, job insecurity, information overload and the increasing pace of life. 

While the idea to excel in life is a great thing to have, the same should not result in such a 

stressful situation where the individual is forced to devote more time in solving stress-related 

problems than in achieving his objective. This is what is happening in the present-day corporate 

environment with deadlines hanging over one’s head, day in day out. Yes, a certain amount of 

stress is essential even in our day-to-day life without which nothing can be achieved; it could be 

even at school level where a student goes through stress while appearing for his exams, 

extending up to a CEO of a company as the accounting year-end approaches. 

According to Stephen Robbins “Stress arises from an opportunity, demand, constraint, threat or 

challenge when the outcome of the event is important and uncertain.” 

There are three factors to contribute to the work related stress in the organization: 

1. Environmental stressors 

2. Organizational stressors 

3. Individual stressors 
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ENVIRONMENTAL STRESSORS 

• Environmental stressors include societal or technological, financial, economic, political 

impact etc. 

• Changes in business cycles create imbalance. When the economy is contracting, people 

become increasingly anxious about their job security. Political factors also contribute to 

job stress. 

•  Technology is another factor contributing to job stress. 

 

ORGANIZATIONAL STRESSORS 

 

• The organizational is an association of individuals there are varied macro-level 

dimensions that are unique to the organization which contain potential stressors. These 

factors are categorized as task, role, interpersonal, organizational pressures, etc. 

• Task pressures are the ones that relate to a person’s job, working conditions, physical 

work, layout, etc. 

• Role pressure relates to the demands placed on a person on account of a particular role he 

or she has to play in the organization. Role conflict creates expectations that may be hard 

to reconcile or satisfy.  

• Role overload is experienced when more is expected from the employee than what he or 

she is capable of  internal pressures are created by other employees in an organization.  

• Non-cooperation from other employees and poor interpersonal relationships can cause 

considerable degree of stress among employees, especially the ones with a high social 

need. 
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INDIVIDUAL STRESSORS 

 

These factors range from personal family issues to those which are inherent to an individual’s 

personal characteristics. Various surveys have consistently revealed that people hold family and 

personal relationships dear. Marital problems, the breaking off of a relationship, discipline 

troubles with children are examples of relationship problems. 
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Need for the study: 

 

Employees are experiencing work related stress a little frequently resulting in their inability to 

deal with both personal and professional life. It results in the psychological, physiological 

behavior of an employee. The person who manages stress properly can perform better work and 

feel happier and have long term commitment compared to the person who cannot manage stress 

properly .It is essential to identify and manage the causes of stress to improve the productivity 

and employee work performance so that stress can be minimized which  results in managing or 

viewing situations in a positive way . 
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Scope for the study: 

 

The present world is fast changing and there is lot of pressure at work place. Those pressure 

leads to physical dis orders. Hence, the present study helps the organization to know the factors 

of the stress in the employees. It also helps to build healthy environment in the organization 

which it leads to the increase in the productivity of the employee. Since it is well known fact that 

healthy employee is a productive employee. 
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Objectives: 

 

1. To identify the factors causing stress in employees at Kusalava Hyundai, Vijayawada. 

2. To study the effect of stress on the performance of employees at Kusalava Hyundai, 

Vijayawada. 

3. To analyze the stress reduction measures taken by the Kusalava Hyundai, Vijayawada. 

4. To evaluate the perception of employee about stress reduction measures taken by the Kusalava 

Hyundai, Vijayawada. 
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Research methodology: 

Research methods are the methods or techniques employed by researcher in conducting research 

operations. A researcher must design his methodology that is in addition to the knowledge of 

methods/techniques one has to apply the methodology as well. 

Methodology is a systematic procedure of collecting information in order to analyze and verify a 

phenomenon. 

Data Collection: 

Data is collected by using both primarily and secondary data sources. These in detail are as 

follows: 

1. Primary Data 

Primary data is the data collected by the researcher from first hand sources using methods like 

questionnaire, observation method, interviews. 

The primary data is collected through the structured, non-disguised questionnaire and by 

observation method.  

2. Secondary Data 

Secondary data is refers to the data that it is collected by someone other than user. 

The secondary data have been collected from published material of the subject from the various 

sources of publications and internet. 

Sampling Technique 

Out of 123 employees 104 employees are selected as sample unit by using Simple Random 

Technique. The data was collected through questionnaire and the questionnaire contains 17 

questions which are close- ended. 
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Limitations: 

 

1. There is greater tendency of the fluctuation in the response and the behavior of the 

respondents 

2. It is also difficult to analyze the psychological problems of the employees towards their stress 

levels. 

3. Employees are not free to give all the information for the study. 

4. The time is not sufficient for doing study because the study is conducted in 45 days only. 
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INDUSTRY PROFILE 
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The Indian auto ancillary industry has come a long way since it had its small beginnings in 

the 1940s. If the evolution of the industry is traced in India, it can be classified into three distinct 

phases namely period prior to the entry of Maruthi Udhyog Ltd, period after the entry of Maruthi 

Udhyog Ltd was characterised by small number of auto majors like Hindustan Motors, Premier 

automobiles, Telco, Bajaj and Mahindra, low technology and assured for most of the auto-

component manufactures. 

Industry Basics 

The Rs. 127 bn worth domestic auto ancillary industry is highly fragmented, with hardly 

any global scale capabilities. Capital costs for production of most components is not steep and 

technology though a key factor, relatively stable. In the price conscious replacement market, small 

scale unorganized sector is well entrenched, despite its low quality. Auto ancillary what is driving 

growth in India. OEMS (Original Equipment Manufacturers) are mainly catered to by organized 

sector. The Industry prospects are again linked to the domestic auto sector including replacement 

market. 

The cars and bikes come to us as a single unit. However, to get these machine marvels on 

the road, the manufacturer uses as many as 5000+ components. The total raw material cost of a 

manufacturing company is around 65% of net sales. Increasing competition affects company’s 

bottom line thereby resulting into lower profitability, declining returns in terms of net profit and 

capital employed. Here enters in the Indian opportunity and advantage. With increasing pressure 

on margins, global players have started to outsource from countries, which improve their bottom 

line. 
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Why Indian Manufacturers 

Existing Indian scenario the Indian market is the second largest two-wheeler and tractor 

manufacturing and fifth largest commercial vehicle manufactures. A large domestic market has 

proved a base for industry to be a global player. Auto component industry has growth by 17% in 

the last five years, while exports have performed the Indian market during the same period growing 

at 25%. The industry is expected to growth to US $ 2 bn in the current fiscal and US $ by 2010. 

Skilled Labor at Cheaper Cost 

Skilled labor is one of the key requirements in this industry that is available in plenty and 

that too at a comparatively cheaper rate. Staff expenditure is as low as Rs. 100 per hour as 

compared to Rs. 900 in USA. Consider the case of Bharat Forge, which is into manufacturing of 

forging, where skilled labor is the key requirements. Company’s cost is less that 10% of net 

revenues, while companies, manufacturing forging in US spend almost 30% of sales revenue on 

labor          

Quality Standard 

Indian norms are stiff enough to restrict chain from entering the Indian market. Through chains 

market is the largest automobile market, they could can’t enter into the India. Market many of the 

Indian manufactures meet the international quality certification and also meet the global 

automotive standards as well. In sort the global auto manufactures requirements can source quality 

components from India, why doubt that the time ahead would be golden years for auto ancillary 

industry 

Industry Highlights 

• The Rs. 127 bn worth domestic auto ancillary industry is highly fragmented, with hardly any 

global scale capabilities. 
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• Capital costs for production of most components is not steep and technology though a key factor, 

relatively stable. 

• . In the price conscious replacement market, small scale unorganized sector is well entrenched, 

despite its low quality. 

• OEMS (Original Equipment Manufacturers) are mainly catered to by organized sector. 

• The Industry prospects are again linked to the domestic auto sector including replacement 

market. 

 
Auto Components Industry 

The Indian auto components industry has an esteemed production of US $ 10 billion. The 

spiraling demand from domestic and international auto companies have been this sector emerging 

as one of the growing manufacturing sector in India and globally. 

Surge in automobile industry since the nineties has led to robust growth of the auto 

component sector in the country. In tandem with the industry trends, the Indian component sector 

has shown great advances in recent years in terms of growth, spread, absorption of new 

technologies and flexibility. Indian auto component industry has seen major growth with the 

arrival of world vehicle manufactures from Japan, US and Europe. Today, India is emerging as 

one of the key auto components centre in Asia and is expected to play a significant role in the 

global automotive supply chain in the near future. 

Today, the auto- component industry has emerged as a highly competitive segment of the 

manufacturing sector. Indian auto component industry is wide and has been one of the fastest 

growing segments of auto sector. During the year 2007-08, the auto component industry continued 

its high growth path and emerged as one of the fastest growing sector in Indian engineering 

industry by clocking 21% growth output during the year. The industry crossed a total turnover of 

over US $15 billion, with exports of US $ 2.9 billion during the year. It supports industries like 
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automobiles, machine tools, steel aluminium, rubber, plastic, electrical, electronics, forgings and 

machining. India has also emerged as an outsourcing hub for auto parts for international companies 

such as Ford, General Motors, Daimler Chrysler, Fiat, Volkswagens and Toyot 

Growing Capabilities of Indian Component Suppliers 

1. Proficiency in understanding Technical drawings and well conversant in all Global 

Automotive standards. American, Japanese, Korean, European standards etc. 

2. Appropriate automation leading to economic production costs. 

3. Flexibility in small batch production. 

4. Growing IT capability for design, development & simulation. 

5. Respect for intellectual property. 

 
The Indian automotive industry has grown at a CAGR of 14% p.a. over the last 5 years sales 

of vehicles around 9 million vehicles in 2005-06. It has potential to emerge the largest in the world, 

presently India is 

1. 1st largest two wheeler market in the world. 

2. 5th largest commercial vehicle market in the world. 

The industry has emerged as a key contributor to the Indian economy. The developments in 

the Indian auto component industry can be traced to trade liberalization during the 1990’s that 

resulted in an influx of multinational automotive companies like ford, general motors, Hyundai, 

Mercedes-Benz, Peugeot, and Volvo into India. 

Consumers reacted favorable to the expanded set of offerings and consequently the demand 

for cars in India surged. For example, the sales if foreign brand cars grew from almost nothing 

before the entry of Hyundai in 1997 to 17% of the car market in the year 1998-99 to more than25% 

of the car market in 2004-05. The auto market, consisting of passenger vehicle, commercial 

vehicles, two wheelers, three wheelers and tractors, expanded from a sales level of 3.3 million 
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vehicles in the year 1995-96 to nearly 6.8 million vehicles during 2005-06. 

• The Indian auto component industry responded to these challenges by adding capacity and 

modernizing existing plants. Many firms entered into technical collaboration and equity 

partnership global tier-one suppliers. Global tier-one suppliers like Delphi and Visteon set 

manufacturing units in India. 

• During this period, there was significant growth in multinational companies, exports are still 

very compared to annual global auto component sales, which were $ 730 billion, there is a 

significant share of the sales components firms. 

• Before Maruthi, the auto component industry was characterized by low volumes, high 

fragmentation, negligible auto machine and consequently poor quality. Worth talking about. 

Maruthi challenged all that for the first time the Indian market hand volumes worth speaking 

of a product that was exportable and proper systems. 

• The key of course is the export- worthiness of the Maruthi, Zen mark by 1989-90, the 

component industry boomed in tandem, in the meantime, other Japanese majors like Honda, 

Yamaha, Toyota and Mitsubishi also flagged off two- wheeler and light commercial vehicles 

production 

• This paved the way for foreign collaborations in the component sector, and till date some 95 

Japanese alliances have been struck. Maruthi itself floated 11 joint ventures and has as many 

as 375 vendors. 

• The Indian auto component industry has an estimated production of US $ 10 billion. The 

spiraling demand from domestic and international auto companies has seen this sector 

emerging as one of the fastest growing manufacturing sectors in India and globally. 

The auto components industry is predominantly divided into five segments. 
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1. Engine Parts 

2. Drive Transmission & Seating Parts 

3. Suspension & Brake Parts 

4. Electrical Parts 

5. Body And Chassis 

 
According to the ACMA (Auto Components Manufacturers Association of India), the sector 

is set to grow at a CAGR of 15 per cent till fiscal 2012. This sector is now working towards an 

open market. A large number of joint ventures with leading global manufacturers have already 

been set up in the auto- components sector. And with India estimated to have the potential to 

become one of the top five auto component economies by 2025, the pace is expected to pick up 

even further. 

Moreover the automotive components industry is perceived as a lucrative sector with 

tremendous potential for foreign direct investments. The year 2007-08 saw the auto components 

sector soar with exports touching the US$ 5.9 billion in 2008-09, and touch US$ 20 billion in seven 

years owing to the huge and growing markets both within India,  and overseas. 

Domestic Investment 

The market is so large and diverse that a large number of players can be absorbed to 

accommodate buyer needs. The sector not only has global players looking to invest and expand 

but leading domestic component companies are also pumping in huge sums into expanding 

operations. 

1. Bharat Forge invested US$ 135 million in its Pune plant for increasing domestic capacity to 2, 

40,000 tones. 

2. Armtek Auto is expanding capacity of its castings unit to 70,000 tons per annum from 30,000 

TPA. 
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Foreign Investments 

India enjoys a cost advantage with respect to casting and forging as manufacturing costs in 

India are 25 to 30 per cent lower than their western counterparts. Seeing the growing popularity of 

India in the automotive component sector ( a whopping US$ 530 million in terms of foreign direct 

investment), the investment commission has set a target of attracting foreign investment worth 

US$ 5 billion for the next five years to increase India's share in the global auto components market 

from the existing 0.4 percent to 3-4 percent.  

1. Chrysler is setting up a local sourcing unit in Chennai and expected to start sourcing for its 

global plant by next year. 

2. Pal finger AG, the Austrian hydraulic lifting, loading and handling systems manufactures, 

has joined hands with Western Auto LLC, Dubai, the vehicle dealership arm of ETA Star 

group, have invested US$ 1.7 million to set base in India. 

3. IFCI Venture Capital Funds Ltd is launching a private equity fund in association with 

German consultancy UBF-B worth US$ 144.67 million focused entirely on domestic 

automotive components industry. 

4. Auto parts maker Robert Bosch of Germany will invest US$ 201.4 million in its Indian 

subsidiaries over the next two years. 

5. Japan's Omron Corporation, the leading manufacturers of automation components has set up 

the company's first production base on the subcontinent. 

6. Swiss company Reiter Automotive India aims to increase its production capacity in India and 

extend its product range to heat shields. 

 
Destination India 

The ACMA - Mc Kinsey Vision 2015 document forecasts the potential for the Indian auto 

component industry to be US$ 40-45 billion by 2015. Investments and exports in this segment are 

witnessing continuous growth. Global automobile manufactures see India as a manufacturing hub 

for auto components and are rapidly ramping up the value of components they source from India 
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due to 

1. The cost competitiveness in terms of labour and raw material 

2. Its established manufacturing base. 

3. Fine quality of components manufactured in India (used as original components for vehicles 

made by General Motors, Mercedes, IVECO and Daewoo among others). 

As a result, Japanese and British component manufacturers are seeking joint- ventures in 

India. Delphi, the auto component division of General Motors is planning to set up plants in India. 

Robert Bosch, auto parts maker of Germany has relocated manufacture of certain products to 

MICO, India. Crosslink International Wheels, Malaysia's leading automobile security provider has 

set up its manufacturing unit at Bade to make India the export hub for the SAARC region. 

Foreign auto makers, including Ford Motor Co., General Motors Corp., Honda Motors Co., 

Toyota Motor Corp., Daimler Chrysler AG and Hyundai Motor Co., are all looking to increase 

their presence in India and use it as an export hub. 

The Indian automotive export industry has made a global mark. Both the automobile 

industries along with the component industry in contributing to India's overall export effort. 

According to ACMA, more than a third (36 percent) of Indian auto component exports head for 

Europe, with North America featuring a close second at 26 percent. 

Growing Capacity of Indian Component Suppliers 

• Proficiency in understanding technical drawings and well conversant in all global automotive 

standards, American, Japanese, Korean, European standards etc. 

• Appropriate automation leading to economic production costs. 

• Flexibility in small batch production. 

• Growing IT capacity for design, development & simulation. 
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• Respect for intellectual property. 

The Indian automotive industry has grown at a CAGR of 14 percent p.a. over the last 5 years 

sales of vehicles reaching around 9 million vehicles in 2009-10. It has the potential to emerge the 

largest in the world. 

That was just the first step in the process of Indian component marks producing globally 

competitive products. The next best thing to happen to this sector was the recession of 1992-93. 

To maintain their viability, ancillary had little choice but to focus on export markets, and set up 

quality. This is evident in the spate of ISO 9000 certifications those component makers began to 

receive. Of the roughly 350 companies in this sector, at least 130 have bagged ISO 9000 

certification, something no other industry can boast of the step-up process has not ended with the 

Japanese innovation. Gradually manufactures from all parts of the world are making a beeline for 

India. 
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Kusalava International Ltd 

 

Kusalava International Ltd., was established in the year 1964. It was earlier known as 

Bharath Industries were it was started as a small work shop. But later the name was changed 

to Kusalava International Ltd., Today Kusalava International Ltd., is one of the largest cylinder 

liner manufacturer's in India. Started in the year 1964 as a small foundry under the visionary 

leadership of Mr. Kusalava Rao (Chairman) Kusalava International Ltd has transformed. The 

organization into a truly professional organization with revenues closed to 25 million USD. 

Today, Kusalava International Ltd., supplies engine components to original equipment 

manufacturers in India, USA, and Europe. The company has established itself as the preferred 

supplier of cylinder liners worldwide. 

 

Brand Name "Tiger Power" - The Tough Parts 

Today “Tiger Power" brand is most dynamic name in the cylinder liner manufacturing 

business. Kusalava International Ltd has nearly 40 years of industrial manufacturing 

experience in the field. Nearly 50 percent of the production goes to original equipment. 

Kusalava International Ltd., had geared up to meet the technological changes and world 

standards. It also understood the competition in the world market arose done to the 

establishment of World Trade Organization. 

Kusalava International Ltd has consistently delivered quality automotive components in 

line with the specific of automobile majors in India and for the market spare parts segments to 

various countries like US, Italy, New Zealand, Bangladesh, Australia, Malaysia, Thailand, 

Mauritius and the Middle East. 
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Vision of the Organization 

"To produce quality auto component products the matching best available in  the world 

in terms of innovative design features and endues at competitive cost deliverable in time and 

maximize customer satisfaction to ensure constant increase in market share and global presence 

for the company." 

 

Mission of the Organization 

1. To constantly strive for automation and technology up gradation of company's plant 

process and product. 

2. To maximize customer satisfaction and efficient use of resources at company's disposal to 

optimize production and minimize cost. 

3. To trigger higher demand for company's product both in domestic and international 

market thereby improve market share. 

4. To improve both top line and bottom line of the company to ensure optimum returns for 

all stake holders of the company. 

5. To make Kusalava a true global conglomerate through professional management, 

corporate governance initiatives and strict adherence to regulatory compliances. 
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Corporate Structure 
 

Kusalava Group 
(Private Owned) 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
Technical Facilities 

 
Foundry 

• Inductotherm Induction Furnace 

• Automated Carousel Machines 
• Shot Blasting Machine 

• Heat Treatment Facilities 
• Parting Off Machines 

 
Test Equipment 

• Spectro Lab 

• Zeiss Metallurgical Microscope With Photographic Attachment 
• Image Analyzer 

• Nodularity Testing Equipment 
• Universal Testing Machine 
• Vickers, Brinnel& Rockwell Hardness Testing Machines 

Auto Components 

Trading Services 

Hauler 

services 

Finance 

I.T 

Auto 

Component 

Auto Motive 

Manufacturing 
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Mile Stones in Tiger Power Manufacturing 
 
1972 - Started production of grey iron cylinder liners. Started to major road transport 

corporations (STU's) 

1987 - Became the major source for defence vehicle factory. 1990 - Exported its first 

consignment to New Zealand. 

1992 - Tiger Power became the major supplier of cylinder liner in after market. 1994 - 

Emerged as the largest cylinder liner manufacturing in India. 

1995 - Kusalava Commissions its first overseas office in Houston, Texas USA, ISO 9002 

certified. 

1996- Sales figures crossed of 1 million USD. Kusalava becomes a limited company. 1997 - 

Started WOS in USA, ( Wholly Owned Subsidiary). 

1998 - QS-9000 certified. 

1999 - Started production of Ductile Iron castings. 2000 - ISO/TS 16949 certified. 

2002 - Turn Over crosses 10 millions USD. 

2003 - Introduced Six Sigma process. Awarded by ACMA for best Six Sigma project. 

2004 - Introduced lean manufacturing practices. Received the best supplied award from Eicher 

Motors, for outstanding contribution to supply chain management. Awarded by ACMA for best 

six sigma project in 2004 again. 

2005 - Entered into an agreement with the Market Leader Dalton Sleeves, USA for supplying 

High Grade Ductile iron liner to the Drag Racing Market. 

2006 - Total PM Kick off on July 3rd 2006. Kusalava commissions new plant at pant agar, 

Uttarakhand. 

2007 - Turnover crosses 20 million USD. Kusalava commissions new plant at Visakhapatnam, 

Andhra Pradesh. 

2009 - Implemented SAP across four manufacturing locations. 
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Products 
• Cylinder Liners. 
• Compressor Sleeves. 

• Al - Fin Rings. 
• Piston Ring Castings. 

• Pistons. 
 
 
 
 

Products Range 
 
 

Manufacturing Range 
 

➢ Cars and MUV's -cars 
(Compact, Mid-Sized, Saloon, 
Sedan) SUV'S & MUV's. 

 
➢ Commercial Vehicles - 

Light, Medium, Heavy, 
Trucks & Pickup vans. 

 
➢ Tractors 

 
➢ Other applications - 

Suitable for Compressor 
Engines, Diesel Engines, 
Marine, Aeronautical & 
Locomotives. 

Manufacturing Capabilities 

 
 
 
 
 
 
 
 
 

"Tiger Power" - Tough Parts had dovetailed their process to give peak performance 

with best quality at affordable price - a tangible result. We are proud to say now "Tiger Power" 

- Tough Parts is complete Global. Most of the vehicle manufacturer in the Indian domestic 

market has tie up with International manufacturers like Mazda, Hino, Mercedes Benz, 

Mitsubishi etc. 

SI.no Parameter Dimension 

1 10 (Min-Max) 45to 300 mm 

2 OD (Min-Max) 48 to 310 mm 

3 TL (Min-Max) 65 to 400 mm 

4 Thickness 
(Min) 

1mm 

5 Material Greyiron, 
Ductile Iron 
&bainite 

6 Weight(Min- 
Max) 

1 to 100 kgs 
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Manufacturing Locations 
 

• Unit I - Area 61000 m2, Adavinekkalam Village. Aagiripalli (Mandal), Krishna District, 
AP, India-521212. 

• Unit II - Area 12000 m2, B-4, Industrial estate, Vijayawada. Krishna District, AP,  
India - 520007. 

• Unit - III - Area 14000 m2, Plot No.10, Sector - 2, IIE Pantnagar, Rudrapur, Uttarakhand, 
India - 263153. 

• Unit - IV- Area 30000 m2, Plot No. M-1, VSEZ, Duvvada, Visakhapatnam, AP,  
India - 530046. 
 

 
List of Domestic O.E.M Client 

 
Product wise market share comparison with competitor 

 
Company Collaboration TP share 
Ashok Leyland Ltd Hino-Japan and British 

Leyland 
100.00% 

Telco Mercedes Benz 70.00% 
Eicher Motors Mitsubishi 100.00% 
Bajaj Tempo Ltd Daimler Benz 100.00% 
Swaraj Mazda 100.00% 
V.S.T.Tillers Tractors Ltd Mitsubishi 100.00% 

 
 

And for the international market, Kusalava International Ltd has a start 5 years back and 

supplying the products after quality validation for the below customers interestingly, Kusalava has 

worked on tanderm with the above international collaborated Indian OEM’s to achieve their 

strength quality requirement both in foundry and machining. The above  OEM’s contribute 30% 

of Kusalava International Ltd turn over. Technical offer from Kusalava have played a vital role in 

establishing and understanding the international specification for the domestic OEM’s and had 

good report for working hand in hand to meet the drawing print specifications. And for the 

international market Kusalava International Ltd is supply in the products after quality validation 

for the below customers. 
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Domestic After Market 

Kusalava International Ltd has a good market share in domestic market with the “Tiger 

Power” brand and is the biggest liner manufacturer in India. Kusalava had well established off site 

warehouse and branch set ups across India for market and customer access. 

Kusalava had started supplying its products to the aftermarket under the brand name “Tiger 

Power” since 1982. It has a dominating presence in the aftermarket and enjoys the confidence of 

major engine rebuilders/recorders, OEM’s and machines. Currently it possesses a market share of 

35% in India and 30% in USA. Even exports a major share of its production to various countries 

across the globe viz., Italy, UK, France, New Zealand, Bangladesh, Australia, Malaysia, Thailand, 

Mauritius and the Middle East. It had wide-spread, well established networks in India, USA, 

Canada and Europe to serve its clients on 24×7 bases. Tiger power offers a wide range of “The 

Tiger Parts” like cylinders/sleeves, Value Seat Inserts, Value Guides, Tappets, Position Pins, 

Gaskets, Alvin Nickel Inserts, Cast Sleeves for aluminum blocks, Cast iron/Ductile Iron Pipes, 

Inertia Rings. 

Company Product 

Kusalava manufacturers liners/sleeves in both cast iron and S.G.Iron, Centric cast value seat 

insert and Alfin Piston insert. As a new development Kusalava has started manufacturing the 

engineering items out of its own technology like 3mts, Pipes for ash disposal for the thermal power 

plants, sugar crushers materials, and motor frames for the electrical motors. 

           Technology Upgradation 

Kusalava has developed the basic technical requirement for the manufacturing of their 

products and in line to develop the technical strength hires experts from Germany for upgrading 

the foundry technology in line to the international practices. 
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Till Kusalava had taken 3 round of expert’s views to validate their process to find  tune their 

existing process for better productivity. Most significantly, Kusalava deputes their technical 

managerial personal for the training in different institutes for better of their knowledge and 

practices. Mr. Prasad R.K. Chukkapalli, Managing Director of Company has visited Japan under 

AOTS programmed for 15 days technical training in quality systems during the 1st week of 

October 2nd.  

 
Network and Logistics in India 

At present Kusalava has central at Vijayawada and have warehouses and trained personnel 

across India for identification and follow up. Our own Fleet of trucks played role in logistics for 

on time deliveries as per customer’s requirements. The central warehouses in India are 

• Vijayawada 

• Chennai 

• Cuttack 

• Nagpur 

• Rajkot 

• Ghaziabad 

 

 

 

Technical Highlights 

 

• Have a track record of 45 years. Equipped with the latest technology (in houses) in the 

industry to manufacture any variety of cylinder liners as per customer requirements meeting 

international standards. 
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• Highly automated with state of the art technology having the complete manufacturing 

facilities in house. 

• Continuous R&D in house to have an edge over the competitions TS 16949 certified 

company. 

• Good brand image. 

• Major supplier to domestic OEM’s like Tata Motors Ltd., Ashok Leyland Ltd., Eicher 

Motors Ltd., Bajaj Tempo Ltd., Swaraz Mazda Ltd., VST Tiller Ltd., and International 

OEM’s as Tier 2. 

         Technical Facilities  

Machine Division 

• Mazak CNC Turning & Machining Centres. 

• Nagel Double Expansion Honing Machines. 

• Gehring Honing Machines. 

• Centre Less Grinding Machines with Auto Gauging. 

• High Productivity SPM’s. 

• Automated Phosphating Plant. 

Test equipment 

• Lk Co-Ordinate Measuring Machine. 

• Zeiss Roundness Tester. 

• Zeiss Contour Measuring Machine. 

• Taylor Hobson Surface Roughness Tester. 

• Dyna Scan Profile Projector. 

• Multi Gauge Inspection Equipment. 

• Eddy Current Crack Detector. 
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Total Man Power in Kusalava International Ltd. 
 

Designation 2016-17 
Managing director & directors 7 
Vice presidents 2 
Chief information officer 1 
General managers 6 
Engineers 27 
Sales officers 40 
Skilled workers 55 
Semi skilled workers 120 
Unskilled workers 1224 
Administrative staff 220 
Total 1702 

 

R & D Department 

The department develop the schedules according to the customer drawing and sent to the 

production department it develops all parameters of the company, makes research plans to decrease 

the cost of production and improve the productivity. 

Turnover 
 
The turn over as per the 2017 reports depicts that it has crossed the 20 million US dollars mark. The 

recent objective achieve a turnover of rupees 1200 crore and cost reduction by rupees 6 crore. 

SWOT Analysis 

 

Strengths 

• Automated carousel machines at foundry for higher quality and productivity. 

• Automation of machining process with CNC machines to produce  

complex, shapes with close tolerance and higher productivity. 

• Well equipped laboratory to check all incoming material, metal charges, in process and 

finished components. 

• In house tool room facility to meet die and tool requirements. 
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• Kusalava in completed with a sophisticated development competency for customized 

solutions. 

• Less oil consumption with enhanced engine life. 

• A perfect cross hatch finished with plateau parameters is produced while controlling the 

quality with plateau CNC honing machines. 

• Expertise in developing wet type D & E microstructure on OD for crossing resistance and 

type A & B microstructure on ID for lubrication and ware resistance properties. 

• The developmental lead time for new products in 4-9 weeks. 

• Price competitive at Kusalava means increasing production and reducing cost 

simultaneously, with its four decades of experience. 

 
Weakness 

A very few drawbacks have been sorted cut and they are very micro problems 

which can be kind of suggestions for the company. They are 

• As the company is driven by a huge man power, availability of man power is large and the 

laurels that can be spoken of a very few. So exposure to the outer world and communication 

with the other reputed factory employees ( through internet, industrial visits, guest lecturers) 

participate in many more certification and research which we certainly be another feather in 

the company’s cap. 

• Giving away details of recent development in their respective fields in form of broachers. 

• Availability of a provision which would help them climbs the hierarchical ladder to boost up 

their confidence and trust on the company regarding their future. 

• Recreation clubs shall help them install tem spirit and relaxation too. 

Opportunities 

 

• A bright future waits ahead for this company as there is lot of opportunities thronging in. 

• The company has many warehouses and respective all over the world (20 warehouses and 

15 representatives in USA, one representative each from Germany, France, Italy, and 

Spain, 47 warehouses in India). 
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• Expansion of the Kusalava Empire will be the next talk of the media if there be a good 

management which would lead the way. 

• Lot of opportunities await the employees too as there can be deputation provision to the 

other ware houses in other parts of the world. 

 

Threats 

 

• Personnel management is a real challenge to take up as it certainly dealing with man power 

and more the number the more is the problems. 

• Kusalava industries is right now driven by man power and very less involvement of 

automated machinery which can cause problems regarding their reputation but the installing 

of the automated machinery like the auto carousel machine, automated phosphate plant, short 

blasting machine, CNC and SPM machines solved the threats.  
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“Stress is a consequence of misbalances between a person and his or her environment, and the 

perceived inability to manage the hurdles and resultant demands.”       -Harrison (1976) 

“The partner of emotional states and physiological reactions occurring in response to the demand 

within or outside an organization.”                                  -Jerald Greenberg and Robert Abaron  

“Stress is the sum of all the non-specific effects of factors that can act upon the body.”  

                                                                                                                 -Dr. Hans Selye 

CASUAL FACTORS LEADING TO ORGANIZATIONAL STRESS  

Three factors have been identified to be the casual factors contributing to job stress: 

• Environmental stressors  

• Organizational stressors  

• Individual stressors  

The magnitude of stress depends on the proximity of the job and the individual. As is evident, 

individual dispositions affect stress outcomes the most, environmental stressors have the least 

impact, whereas organizational stressors are observed to extent a moderate degree of stress. 

INDIVIDUAL LEVEL TECHNIQUES FOR COPING WITH STRESS 

Individual level techniques for coping with stress involve 
• Physical exercise  

 
• Relaxation  

 
• Getting away from work  

 
• Putting off all communication gadgets  

 
• Taking up meditation  

 
• Spending quality time with family  

 
• Auto suggestions are yet another technique which can be applied at an individual level to 

fight stress. 
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EFFECTS OF STRESS  

There are various effects that influence the human behavior. They are  

• Stress and job accomplishment  
 

• Burnout-leading to psychological symptoms  
 

• Physiological and health syndrome  

ADVANTAGES OF STRESS MANAGEMENT  

1. Business advantages of stress management  

a. Less absenteeism due to stress-related disorders. 

b. Less worker’s compensation loss due to stress-related illness or accidents. 

c. Improved job performance. 

d. Less stress, more efficient workplace. 

e. Improved employee attitude. 

f. Improved employee overall health. 

2. Health advantages of stress management  

a. Decreased stress-related symptoms.  

b. Improved sleep.  

c. Decreased anxiety.  

d. Decreased use of medication.  

e. Decreased pain, increased ability to manage pain.  

f. Increased ability to relax physiologically.  

g. Increased sense of control and improved self-esteem.  

 

DISADVANTAGES OF STRESS MANAGEMENT  

Stress can be a motivation. For example, if you’re stressed out because you have a big 

assignment due, this may motivate you to work on it and complete it. The stress can help you to 

put in your very best effort. If you’re afraid of losing your job, stress may encourage you to raise 

your own standards and make improvements you most likely wouldn’t have made without the 

threat of unemployment.  
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Stress is a disadvantage because it can potentially raise your heart rate and weaken your immune 

system. Also, it can be a fact in poor decision making because under stress we may not think 

logically or consider the consequences of the choices we make.  

While we all experiencing stress frequently in our daily lives, not everyone handles it in positive 

ways. The key for us all is to learn what strategies and behaviors help us to cope with stress in a 

positive manner.  

IMPORTANCE FOR THE STRESS MANAGEMENT  

• Improves your ability to motivate employees.  

• Lessen opportunity for decreases in productivity.  

• Improves your ability to lead.  

• Allows the meeting of deadlines.  

•  Decreases chances of unethical issues.  

•  Reduces possibilities of workplace conflicts.  

•  Strengthens communication process. 

• Smooth running projects. 

• Improves your ability to develop teamwork and team building.  

• Helps in the writing performance appraisal. 
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1. Are you feeling stress in your organization: 
  

Table-5.1       

S.No Parameter No. of respondents Percentage of 
respondents 

1 Yes  74 72% 

2 No 30 28% 

 Total 104 100 

 

 

 

Interpretation: 

From the graph it is clear that 72% of the employees are feeling stress in the organization 

at the work place because of the unrecognized performance and work load of the employees. 
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Graph-5.1       Are you feeling stress in your organization
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2. The main causes of stress at workplace: 
 

Table-5.2      

S.No Parameter No. of respondents Percentage of 
respondents 

1 Over Workload 27 26% 

2 Job Insecurity 20 19% 

3 Salary Package 12 11% 

4 Conflicts at 
Workplace 

0 0% 

5 Management 
Policies 

0 0% 

6 Unrecognized 
Performance 

45 44% 

 Total 104 100 

 

 

Interpretation: 

From the graph it is clear that 44% of the employees felt  that unrecognized performance is 

the main cause for stress at work place, 26% of employees feel that stress at work place is 

due to over load of work and 19% of the employee felt that stress at workplace is due to job 

insecurity. 
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Graph-5.2 Main causes of stress at workplace
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3. The following are the problems faced by employees due to work place stress: 
 

Table-5.3      

S.No Parameter No. of respondents Percentage of 
respondents 

1 Family Problem 19 18% 

2 Health Problem 69 68% 

3 Bad Habits 0 0% 

4 Inter-Personal Skills 2 1% 

5 Others 14 13% 

 Total 104 100 

 

 

 

 

Interpretation: 

It is evident from the  above chart that 68% of the respondents opined  that stress is the main 

cause for health problems and 18% of the respondents  opined that  family problems due to 

stress. 
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4. Affect of stress on the performance of employees: 
 

Table-5.4      

S.No Parameter No. of respondents Percentage % 

1 Strongly Agree 18 17% 

2 Agree 39 38% 

3 Neutral 47 45% 

4 Disagree 0 0% 

5 Strongly Disagree 0 0% 

 Total 104 100 

 

 

 

 
 

Interpretation: 

The above graph and table show that 45% of respondents felt that stress affects their level of 

performance in the organization. 
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5. Type of emotional imbalance that employees experience when they feel stress: 
 
Table-5.5      

S.No Parameter No. of respondents Percentage of 
respondents 

1 Anger 16 15% 

2 Exhausted 5 4% 

3 Hypertension 27 26% 

4 Headache 24 23% 

5 Missed Deadlines 0 0% 

6 Insomnia 18 18% 

7 Irritability 14 14% 

8 Nervous Habits 0 0% 

 Total 104 100 

 
 

 

 

Interpretation: 

It can be clearly seen from the above graph that 26%of respondents face hypertension in 

work place and personally 23%of respondents suffer from the headache due to the heavy 

work load, unrecognized performance which it leads to stress at work place. 

15%

4%

26%
23%

0%

18%

14%

0%
0%

5%

10%

15%

20%

25%

30%

Anger Exhausted Hypertension Headache Missed
Deadlines

Insomnia Irritability Nervous
Habits

Pe
rc

en
ta

ge
 o

f 
re

sp
o

n
d

en
ts

Graph-5.5 Emotional imbalance you experience when 
you feel stress



38 
 

6.  Any negative changes in the behavior of employee’s patterns when they are under 
stress: 
 

Table-5.6      

S.No Parameter No of respondents Percentage of 
respondents 

1 Never 0 0% 

2 Rarely 7 6% 

3 Sometimes 48 47% 

4 Often 22 21% 

5 Always 27 26% 

 Total 104 100 

 
 

 

 

Interpretation: 

The above graph shows that 47% of respondents opined that sometimes employees 

experience negative changes in their behavior due to their increased stress levels and 21% of 

the respondents often notice negative changes in their behaviors due to increased stress levels 

in the organization. 
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7.Feeling of employees working in the organization: 

 

Table-5.7      

S. No Parameter No of respondents Percentage of 
respondents 

1 Great 0 0% 

2 Satisfied 37 36% 

3 Unable To 
Concentrate 

31 30% 

4 Frustrated 31 30% 

5 Depressed 5 4% 

 Total 104 100 

 

 

 

 

Interpretation: 

From the above graph, 36% of the people opined that they are  satisfied, 30% are unable to 

concentrate and 30% are frustrated while working with this organization. 

 

0%

36%

30% 30%

4%

0%

5%

10%

15%

20%

25%

30%

35%

40%

Great Satisfied Unable To
Concentrate

Frustrated Depressed

Pe
rc

en
ta

ge
 o

f 
re

sp
o

n
d

en
ts

Graph-5.7     Feeling while working with this organization



40 
 

8. Amount of time employees spend with their family: 
 

Table-5.8       

S. No Parameter No of respondents Percentage of 
respondents 

1 Yes  66 64% 

2 No 38 36% 

 Total 104 100 

 

 

 

 

Interpretation: 

The above graph shows that 64% of the respondents have time to spend with their family 

members by while working with this organization. 
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9. Employees have taken any leave in past 12 months: 
 

Table-5.9     

S. No Parameter No of respondents Percentage of 
respondents 

1 Yes  28 26% 

2 No 76 74% 

 Total 104 100 

 

 

 

Interpretation: 

The above graph clearly shows that 74% of the respondents does not take any leave in past 12 

months due to work related stress. 
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10. Employees relationship with their colleague’s and superiors:  

Table-5.10      

S.No Parameter No of respondents Percentage of 
respondents 

1 Good 12 11% 

2 Satisfactory 58 56% 

3 Poor 34 33% 

 Total 104 100 

 

 

 

 

Interpretation: 

From the above  graph it shows that  56%  of respondents are  opined that ,the relationship 

between their collegues and superiors is satisfactory . 
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11.Stress of employees related to: 
 

Table-5.11     

S. No Parameter No of respondents Percentage of 
respondents 

1 Work Environment   34 33% 

2 Supervision 46 45% 

3 Work Group 15 14% 

4 Social Injustice 9 8% 

 Total 104 100 

 
 
 

 

Interpretation: 

The above graph shows that 45% of the respondents opined that stress is due to supervision 

and 33% of the employee’s face stress because of work environment. 
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12.Feeling of employees towards their job: 
 
Table-5.12     

 
S.No Parameter No of respondents Percentage of 

respondents 

1 Challenging 8 7% 

2 Interesting 30 29% 

3 Routine 63 62% 

4 Boring 3 2% 

 Total 104 100 

 
 

 
 

 

 

Interpretation: 

This graph clearly shows that nearly 62% of the respondents felt that the job is routine and 

29%  of respondents opined that they are interesting about their job. 
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13.The kind of stress that the employees feel in the job: 
 

Table-5.13     

S.No Parameter No of respondents Percentage of 
respondents 

1 Acute 30 29% 

2 Episodic acute 34 33% 

3 Chronic 25 24% 

4 None 15 14% 

 Total 104 100 

 
 
 

 

 

Interpretation: 

From the above graph 33% of respondents are in episodic acute stress i.e., having crisis and 

20% of respondents are felt that they are under the acute stress i.e., perceived threat either 

physical or emotional and 24% are under chronic i.e., emotional pressure suffered for 

prolonged time. 
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14. The measures taken by the organization to reduce stress: 
 
Table-5.14      

S.No Parameter No of respondents Percentage of 
respondents 

1 Social Activity 
Creation 

15 14% 

2 Communication 
Sessions With 

Employees 

42 41% 

3 Providing A Chill 
Out Space 

19 19% 

4 Allows Flexible 
Work Times 

23 22% 

5 Meditation 0 0% 

6 Others 5 4% 

 Total 104 100 

 
 

 

Interpretation: 

The above graph shows that 41% of the respondents opine that communication sessions with 

employees make them stress free and 22% of the respondents feel that flexible work times 

make them stress free. 
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15. The best stress relief method in the organization: 
 
Table-5.15     
 

S.No Parameter No of respondents Percentage of 
respondents 

1 Entertainment 8 7% 

2 Social Support 
Network 

27 26% 

3 Participative & 
Interactive Sessions 

with Employees 

48 47% 

4 All of The Above                   7 7% 

5 None of The Above 14 13% 

 Total 104 100 

 
 

 

Interpretation: 

The graph above show that 47% of the respondents opine that participative and interactive 

session with employers will help them to get relieved from stress as these sessions will help 

the employees to discuss their problems with the employers. 
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16. The best stress prevention method that the employees recommend to the 
organization: 
 

Table-5.16       

S. No Parameter No of respondents Percentage of 
respondents 

1 Time Management 34 33% 

2 Realistic Goal 
Setting 

30 29% 

3 Physiological Fitness 10 9% 

4 All Of The Above 25 24% 

5 None Of The Above 5 5% 

 Total 104 100 

 
 

 

 

Interpretation: 

From the above graph it is clear that 33% of the respondents feel that time management will 

help the employees to prevent stress levels, 29% of respondents feel that realistic goal setting 

is the best stress reduction method that can be followed in the organization. 
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17. Satisfaction levels of the employees regarding stress reduction measures in the 
organization: 
   

Table-5.17       

S. No Parameter No of respondents Percentage of 
respondents 

1 Yes  80 78% 

2 No 24 22% 

 Total 104 100 

 

 

 

 

Interpretation: 

The above graph indicates that 78% of the employees are satisfied with the stress reduction 

measures like communication sessions with employees, providing chill out space etc. are 

taken by the organization. 
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Findings: 

 
• Due to unrecognized performance, work over load and poor communication at the 

workplace 45% of employees feel that they are experiencing more stress and they also 

feel physical environment is also a reason for stress at workplace. 

• The stress at work place effects employees performance and also they are facing negative 

changes in their behavior which results 26% of respondents are suffering from 

hypertension and headache. 

• In the organization, 29% of employees felt that realistic goal setting and 33% of 

employees felt that  time management are the best prevention methods to reduce stress at 

workplace, participative and interactive sessions among themselves help to get relief 

from stress because this stress make the employees unable to concentrate at workplace. 

• Based on situations 47% of respondents handle their stress levels  and 33% respondents 

feel that communication sessions with employers will help to reduce their stress levels. 

• In the organization, 78% of the respondents feel that the management help them to handle 

with their stress situations by taking effective measures and they are satisfied with the 

stress reduction methods taken by the organization. 
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Suggestions: 

 
• The organization has to take necessary measures for handling employee problems and try 

to resolve employee conflicts thereby creating job security, which enable the employees 

to cope up with stress conditions in a better way. 

• Providing better physical environment and taking care of employee health issues helping 

the employees to overcome their psychological imbalance reduce their stress and improve 

their performance. 

• Organization should enable social gatherings to build good relation with employees. 

• Enabling employee’s proper leaves and vacation with their family. 

• Avoiding continuous supervision helps to reduce employee stress levels and also by 

providing flexible work times, social activity creation for the employees will increase 

relationships among employees in the organization so that stress can be reduced. 
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Conclusion: 

Stress can be both positive and negative, which has an impact on the employee's performance at 

work. If taken positively, the results are positive, and if taken in a negative way, may yield 

disastrous results. For most of the people, low to moderate amount of stress enable them to 

perform their jobs better. However, a high level of stress or for that matter even a low level stress 

spread over a long period, eventually takes the performance declines. 
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APPENDIX 



QUESTIONNAIRES ON STRESS MANAGEMENT 
 
 
Name:                                                                       Qualifications:  
 
Gender:                                                                     Designation:  
 
Age:                                                                          Experience:  
 
1. Are you feeling stress in your organization? 
a. yes            b.no 
 
2. What do you think the main causes of stress at workplace?  
a. Over Workload              b. Job Insecurity           c. Salary Package  
d. Conflicts at Workplace e. Management Policies f. unrecognized performance.  
 
3. Which of the following problems, do you face due to work place stress?  
 a. Family Problem            b. Health Problem           c. Bad Habits   
 d. Inter-Personal Skills     e. Others 
 
4. Do you agree that stress affect your performance?  
   a. Strongly agree   b. Agree         c. Neutral     d. Disagree     e. strongly disagree  
 
5. What type of emotional imbalance you experience when you feel stress? 
a. Anger b. exhausted c. Hypertension d. Headache 
e. missed deadlines f. Insomnia         g. Irritability h. Nervous habits  
 
6. Do you notice any negative changes in your behavior patterns when you are under stress?  
a. never b. rarely c. sometimes d. often e. always  
 
7. How do you feel, while working with this organization? 
a. Great b. satisfied c. Unable to concentrate d. Frustrated   
e. Depressed  
 
8. Do you spend time with your family?  
a. Yes b. No  
 
9. Have you taken leave in past 12months due to work related stress? 
    a. Yes         b. No  
 
 



10. How is your relationship with your colleague’s and superiors? 
a. good       b. satisfactory      c. poor 
 
11. Most of your stress is related to: 
a.Work Environment  b. supervision c.  Work group d. Social Injustice 
 
12. How do you feel about your job? 
a. challenging   b. interesting      c. routine     d. boring  
 
13. What kind of stress do you feel in your job? 
a.acute          b. episodicacute  c. chronic d.none 
 
14. What are the measures taken by the organization to reduce stress?  
a. social activity creation b. communication sessions with employees  
c. providing a chill out space d. allows flexible work times f. meditation 
e. others  
 
15. What is the best stress relief method in your organization?  
a. entertainment b. social support network 
c. participative & interactive sessions with employees 
d. all of the above                  e. none of the above 
 
16. Which is the best stress prevention method that you would recommend?  
a. time management b. realistic goal setting c. physiological fitness  
d. all of the above e. none of the above  
 
17. Are you satisfied with the stress reduction measures taken in your organization? 
a.yes            b.no 
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1.1 Introduction: 

Human Resource Development 

Human resource development Management identifies, nurtures and uses the abilities of 

the employees working for the company. They are to create a suitable climate for their people 

to help them and the companies develop. 

It creates a structure for helping the employees of the organization in developing their 

organizational and personal abilities, know-how and skills. 

The HR department of an organization that is growth-oriented creates opportunities for 

employees to know and develop their skills through employee training, career development 

program of the employee, managing their performance, coaching monitoring, success planning, 

development, identifying key employees, giving tuitions for assistance and the development of 

the organization. 

Human resource development focuses on creating a very useful work culture by 

developing a very efficient workforce that both the organization and the employee obtain   their 

career goals to serve their customers better. 

 
 A tendency at all levels starting from top management to the lowest level to treat the 

people as the most important resource. 

 Faith in the capability of employees to change and acquire new competencies at any 

stage of life. 

 Atendencytobeopenincommunicationsanddiscussionsratherthanbeingsecretive. 

 Encouraging risk-taking and experimentation. 

  Making efforts to help employees recognize their strengths and weaknesses through 

feedback. 

 At tendency on the part of employees to be generally helpful to each other. 

 Tendency discourage stereotypes and favoritism. 
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 1.2 Need of the Study: 

Ever since India adopted the path of planned socio-economic development. There are 

many factors that account for this phenomenon, some of which are technical in nature while 

others are referred to as the human factors. 

Strikes and Go-Slows by employees and closures and lock-out by employers have 

become the order of the day. Although the state of affairs is generally true for the country as a 

whole there are also some honorable expectations. That, in fact was the single most important 

reason to launch this study, the purpose is to find out as to why the HRD climate is '`poor' in 

some areas and "excellent" in some areas. The present study is undertaken to find out the 

psychological feeling of the employees in “Kusalava Hyundai”, about the policies, procedures 

and practices which are under implementation with a view to give a feedback to the 

organization. 

 Implementing a new policy 

 Implementing a strategy 

 Changing an organization’s culture 

 Meeting changes in the external environment 

 Solving particular problems 
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 1.3 Objectives of the Study: 

              

1. To enlist emerging HR trends in Kusalava Hyundai, Vijayawada. 

2. To find out lacking areas regarding the HRD Kusalava Hyundai, Vijayawada. 

3. To study the perceptions of Automobile sector employees in respect of application of 

HRD in Kusalava Hyundai, Vijayawada. 

4. To suggest the measures to fill the gaps between the skill and knowledge. 
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1.4 Scope of the study: 
Human resource management (HRM) deals with procurement, development, 

compensation, maintenance and utilization of human resources. HRD deals with efficient 
utilization of human resources and it is a part of HRM.HRD is broader than human resource 
management; it consists of several sub-systems such as training and development, employee 
appraisal, counseling, rewards and welfare, quality of work life, etc. these are the areas within 
its scope. 

                The present study helps to identify training and development needs, employee 
appraisal, counseling, rewards and welfare in Kusalava Hyundai at Vijayawada. 
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 1.5 Research Methodology 
  

Data Collection 

The methodology about the methods that had been employed for data collection (both 

primary and secondary). It also specifies the sample size and sampling techniques used in the 

Research. 

Primary Data 

Primary data is the data, which has to be collected by the concerned person with 

relevant to his problem chosen. It is original in nature. Communication and observation are the 

two basic means used for collecting primary data. Communication involves questioning the 

respondents to secure the desired information by using data collection instrument called 

Questionnaire. 

Primary data can be collected by any of the following methods. They are 

 Questionnaire method 

 Observation method 

 Interview Schedule method 

Primary data required for project was collected through questionnaire, observation and 

interaction with the HR department in Kusalava Hyundai at Vijayawada. 

 
Secondary Data 

Secondary data is the data that is collected by someone other than user. The secondary 

data have been collected from published material of the subject from the various sources of 

publications and internet. 

 
Sampling details: 

For the present study, a sample of 104 employees was chosen out of 650 employees 

using simple random sampling. A sutable questionnaire was prepared to collected the data from 

the employees of Kusalava Hyundai, Vijayawada. 
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1.6  LIMITATIONS : 

 Employees were reluctant to give correct information because of their job may be lose. 

 Respondents might give biased information intentionally. 

 The study was conducted with a very limited time of 45days. 
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INDUSTRY PROFILE 

 
The Indian auto ancillary industry has come a long way since it had its small 

beginnings in the 1940s. If the evolution of the industry is traced in India, it can be classified 

into three distinct phases namely period prior to the entry of Maruthi Udhyog Ltd, period after 

the entry of Maruthi Udhyog Ltd was characterised by small number of auto majors like 

Hindustan Motors, Premier automobiles, Telco, Bajaj and Mahindra, low technology and 

assured for most of the auto-component manufactures. 

Industry Basics 
 

The Rs. 127 bn worth domestic auto ancillary industry is highly fragmented, with 

hardly any global scale capabilities. Capital costs for production of most components is not 

steep and technology though a key factor, relatively stable. In the price conscious replacement 

market, small scale unorganized sector is well entrenched, despite its low quality. Auto 

ancillary what is driving growth in India. OEMS (Original Equipment Manufacturers) are 

mainly catered to by organized sector. The Industry prospects are again linked to the domestic 

auto sector including replacement market. 

The cars and bikes come to us as a single unit. However, to get these machine marvels 

on the road, the manufacturer uses as many as 5000+ components. The total raw material cost 

of a manufacturing company is around 65% of net sales. Increasing competition affects 

company’s bottom line thereby resulting into lower profitability, declining returns in terms of 

net profit and capital employed. Here enters in the Indian opportunity and advantage. With 

increasing pressure on margins, global players have started to outsource from countries, which 

improve their bottom line. 
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Why Indian Manufacturers 
 

Existing Indian scenario the Indian market is the second largest two-wheeler and tractor 

manufacturing and fifth largest commercial vehicle manufactures. A large domestic market has 

proved a base for industry to be a global player. Auto component industry has growth by 17% 

in the last five years, while exports have performed the Indian market during the same period 

growing at 25%. The industry is expected to growth to US $ 2 bn in the current fiscal and US $ 

by 2010. 

Skilled Labor at Cheaper Cost 
 

Skilled labor is one of the key requirements in this industry that is available in plenty 

and that too at a comparatively cheaper rate. Staff expenditure is as low as Rs. 100 per hour as 

compared to Rs. 900 in USA. Consider the case of Bharat Forge, which is into manufacturing 

of forging, where skilled labor is the key requirements. Company’s cost is less that 10% of net 

revenues, while companies, manufacturing forging in US spend almost 30% of sales revenue 

on labor 

Quality Standard 
 

Indian norms are stiff enough to restrict chain from entering the Indian market.  

Through chains market is the largest automobile market, they could can’t enter into the India. 

Market many of the Indian manufactures meet the international quality certification and also 

meet the global automotive standards as well. In sort the global auto manufactures 

requirements can source quality components from India, why doubt that the time ahead would 

be golden years for auto ancillary industry 

Industry Highlights 
 

 The Rs. 127 bn worth domestic auto ancillary industry is highly fragmented, with hardly any 

global scale capabilities. 

 Capital costs for production of most components is not steep and technology though a key 

factor, relatively stable. 
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  In the price conscious replacement market, small scale unorganized sector is well entrenched, 

despite its low quality. 

 OEMS (Original Equipment Manufacturers) are mainly catered to by organized sector. 

 The Industry prospects are again linked to the domestic auto sector including replacement 

market. 

 
Auto Components Industry 

 
The Indian auto components industry has an esteemed production of US $ 10 billion. 

The spiraling demand from domestic and international auto companies have been this sector 

emerging as one of the growing manufacturing sector in India and globally. 

Surge in automobile industry since the nineties has led to robust growth of the auto 

component sector in the country. In tandem with the industry trends, the Indian component 

sector has shown great advances in recent years in terms of growth, spread, absorption of new 

technologies and flexibility. Indian auto component industry has seen major growth with the 

arrival of world vehicle manufactures from Japan, US and Europe. Today, India is emerging as 

one of the key auto components centre in Asia and is expected to play a significant role in the 

global automotive supply chain in the near future. 

Today, the auto- component industry has emerged as a highly competitive segment of the 

manufacturing sector. Indian auto component industry is wide and has been one of the fastest 

growing segments of auto sector. During the year 2007-08, the auto component industry 

continued its high growth path and emerged as one of the fastest growing sector in Indian 

engineering industry by clocking 21% growth output during the year. The industry crossed a  

total turnover of over US $15 billion, with exports of US $ 2.9 billion during the year. It 

supports industries like automobiles, machine tools, steel aluminium, rubber, plastic, electrical, 

electronics, forgings and machining. India has also emerged as an outsourcing hub for auto 

parts for international companies such as Ford, General Motors, Daimler Chrysler, Fiat, 

Volkswagens and Toyot 
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Growing Capabilities of Indian Component Suppliers 
 

1.  Proficiency in understanding Technical drawings and well conversant in all Global 

Automotive standards. American, Japanese, Korean, European standards etc. 

2. Appropriate automation leading to economic production costs. 

3. Flexibility in small batch production. 

4. Growing IT capability for design, development &simulation. 

5. Respect for intellectual property. 
 

The Indian automotive industry has grown at a CAGR of 14% p.a. over the last 5 years 

sales of vehicles around 9 million vehicles in 2005-06. It has potential to emerge the largest in 

the world, presently India is 

1. 1st largest two wheeler market in the world. 
 

2. 5th largest commercial vehicle market in the world. 
 

The industry has emerged as a key contributor to the Indian economy. The developments 

in the Indian auto component industry can be traced to trade liberalization during the 1990’s 

that resulted in an influx of multinational automotive companies like ford, general motors, 

Hyundai, Mercedes-Benz, Peugeot, and Volvo into India. 

Consumers reacted favorable to the expanded set of offerings and consequently the 

demand for cars in India surged. For example, the sales if foreign brand cars grew from almost 

nothing before the entry of Hyundai in 1997 to 17% of the car market in the year 1998-99 to 

more than25% of the car market in 2004-05. The auto market, consisting of passenger vehicle, 

commercial vehicles, two wheelers, three wheelers and tractors, expanded from a sales level of 

 million vehicles in the year 1995-96 to nearly 6.8 million vehicles during2005-06. 
 

 The Indian auto component industry responded to these challenges by adding capacity and 

modernizing existing plants. Many firms entered into technical collaboration and equity 

partnership global tier-one suppliers. Global tier-one suppliers like Delphi and Visteon set 

manufacturing units in India. 
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 During this period, there was significant growth in multinational companies, exports are 

still very compared to annual global auto component sales, which were $ 730 billion, there 

is a significant share of the sales components firms. 

 Before Maruthi, the auto component industry was characterized by low volumes, high 

fragmentation, negligible auto machine and consequently poor quality. Worth talking 

about. Maruthi challenged all that for the first time the Indian market hand volumes worth 

speaking of a product that was exportable and proper systems. 

 The key of course is the export- worthiness of the Maruthi, Zen mark by 1989-90, the 

component industry boomed in tandem, in the meantime, other Japanese majors like 

Honda, Yamaha, Toyota and Mitsubishi also flagged off two- wheeler and light 

commercial vehicles production 

 This paved the way for foreign collaborations in the component sector, and till date some 

95 Japanese alliances have been struck. Maruthi itself floated 11 joint ventures and has as 

many as 375vendors. 

 The Indian auto component industry has an estimated production of US $ 10 billion. The 

spiraling demand from domestic and international auto companies has seen this sector 

emerging as one of the fastest growing manufacturing sectors in India and globally. 

The auto components industry is predominantly divided into five segments. 
 

1. Engine Parts 

2. Drive Transmission & Seating Parts 

3. Suspension & Brake Parts 

4. Electrical Parts 

5. Body And Chassis 
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According to the ACMA (Auto Components Manufacturers Association of India), the 

sector is set to grow at a CAGR of 15 per cent till fiscal 2012. This sector is now working 

towards an open market. A large number of joint ventures with leading global manufacturers 

have already been set up in the auto- components sector. And with India estimated to have the 

potential to become one of the top five auto component economies by 2025, the pace is 

expected to pick up even further. 

Moreover the automotive components industry is perceived as a lucrative sector with 

tremendous potential for foreign direct investments. The year 2007-08 saw the auto 

components sector soar with exports touching the US$ 5.9 billion in 2008-09, and touch US$ 

20 billion in seven years owing to the huge and growing markets both within India, and 

overseas. 

Domestic Investment 
 

The market is so large and diverse that a large number of players can be absorbed to 

accommodate buyer needs. The sector not only has global players looking to invest and expand 

but leading domestic component companies are also pumping in huge sums into expanding 

operations. 

1. Bharat Forge invested US$ 135 million in its Pune plant for increasing domestic capacity to 

2, 40,000tones. 

2. Armtek Auto is expanding capacity of its castings unit to 70,000 tons per annum from 

30,000 TPA. 

Foreign Investments 
 

India enjoys a cost advantage with respect to casting and forging as manufacturing costs 

in India are 25 to 30 per cent lower than their western counterparts. Seeing the growing 

popularity of India in the automotive component sector ( a whopping US$ 530 million in terms 

of foreign direct investment), the investment commission has set a target of attracting foreign 
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investment worth US$ 5 billion for the next five years to increase India's share in the global 

auto components market from the existing 0.4 percent to 3-4 percent. 

1. Chrysler is setting up a local sourcing unit in Chennai and expected to start sourcing for its 

global plant by next year. 

2.  Pal finger AG, the Austrian hydraulic lifting, loading and handling systems manufactures, 

has joined hands with Western Auto LLC, Dubai, the vehicle dealership arm of ETA Star 

group, have invested US$ 1.7 million to set base in India. 

3.  IFCI Venture Capital Funds Ltd is launching a private equity fund in association with 

German consultancy UBF-B worth US$ 144.67 million focused entirely on domestic 

automotive components industry. 

4. Auto parts maker Robert Bosch of Germany will invest US$ 201.4 million in its Indian 

subsidiaries over the next two years. 

5.  Japan's Omron Corporation, the leading manufacturers of automation components has set 

up the company's first production base on the subcontinent. 

6.  Swiss company Reiter Automotive India aims to increase its production capacity in India 

and extend its product range to heat shields. 

 

 
Destination India 

 
The ACMA - Mc Kinsey Vision 2015 document forecasts the potential for the Indian 

auto component industry to be US$ 40-45 billion by 2015. Investments and exports in this 

segment are witnessing continuous growth. Global automobile manufactures see India as a 

manufacturing hub for auto components and are rapidly ramping up the value of components 

they source from India due to 

1. The cost competitiveness in terms of labour and raw material 
 

2. Its established manufacturing base. 
 

3. Fine quality of components manufactured in India (used as original components for 

vehicles made by General Motors, Mercedes, IVECO and Daewoo among others). 
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As a result, Japanese and British component manufacturers are seeking joint- ventures in 

India. Delphi, the auto component division of General Motors is planning to set up plants in 

India. Robert Bosch, auto parts maker of Germany has relocated manufacture of certain 

products to MICO, India. Crosslink International Wheels, Malaysia's leading automobile 

security provider has set up its manufacturing unit at Bade to make India the export hub for the 

SAARC region. 

Foreign auto makers, including Ford Motor Co., General Motors Corp., Honda Motors 

Co., Toyota Motor Corp., Daimler Chrysler AG and Hyundai Motor Co., are all looking to 

increase their presence in India and use it as an export hub. 

The Indian automotive export industry has made a global mark. Both the automobile 

industries along with the component industry in contributing to India's overall export effort. 

According to ACMA, more than a third (36 percent) of Indian auto component exports head  

for Europe, with North America featuring a close second at 26percent. 

 
 

Growing Capacity of Indian Component Suppliers 
 

 Proficiency in understanding technical drawings and well conversant in all global 

automotive standards, American, Japanese, Korean, European standards etc. 

 Appropriate automation leading to economic production costs. 
 

 Flexibility in small batch production. 
 

 Growing IT capacity for design, development &simulation. 
 

 Respect for intellectual property. 
 

The Indian automotive industry has grown at a CAGR of 14 percent p.a. over the last 5 

years sales of vehicles reaching around 9 million vehicles in 2009-10. It has the potential to 

emerge the largest in the world. 
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That was just the first step in the process of Indian component marks producing globally 

competitive products. The next best thing to happen to this sector was the recession of 1992- 

93. To maintain their viability, ancillary had little choice but to focus on export markets, and 

set up quality. This is evident in the spate of ISO 9000 certifications those component makers 

began to receive. Of the roughly 350 companies in this sector, at least 130 have bagged ISO 

9000 certification, something no other industry can boast of the step-up process has not ended 

with the Japanese innovation. Gradually manufactures from all parts of the world are making a 

beeline for India. 
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COMPANY PROFILE 
 

Kusalava International Ltd 
 

Kusalava International Ltd., was established in the year 1964. It was earlier known as 

Bharath Industries were it was started as a small work shop. But later the name was changed 

to Kusalava International Ltd., Today Kusalava International Ltd., is one of the largest 

cylinder liner manufacturer's in India. Started in the year 1964 as a small foundry under the 

visionary leadership of Mr. Kusalava Rao (Chairman) Kusalava International Ltd has 

transformed. The organization into a truly professional organization with revenues closed to 

25 million USD. Today, Kusalava International Ltd., supplies engine components to original 

equipment manufacturers in India, USA, and Europe. The company has established itself as 

the preferred supplier of cylinder liners worldwide. 

 
 

Brand Name "Tiger Power" - The Tough Parts 
 

Today “Tiger Power" brand is most dynamic name in the cylinder liner manufacturing 

business. Kusalava International Ltd has nearly 40 years of industrial manufacturing 

experience in the field. Nearly 50 percent of the production goes to original equipment. 

Kusalava International Ltd., had geared up to meet the technological changes and world 

standards. It also understood the competition in the world market arose done to the 

establishment of World Trade Organization. 

Kusalava International Ltd has consistently delivered quality automotive components 

in line with the specific of automobile majors in India and for the market spare parts 

segments to various countries like US, Italy, New Zealand, Bangladesh, Australia, Malaysia, 

Thailand, Mauritius and the Middle East. 
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Vision of the Organization 
 

"To produce quality auto component products the matching best available in the world 

in terms of innovative design features and endues at competitive cost deliverable in time and 

maximize customer satisfaction to ensure constant increase in market share and global 

presence for the company." 

 
 

Mission of the Organization 
 

1. To constantly strive for automation and technology up gradation of company's plant 

process and product. 

2. To maximize customer satisfaction and efficient use of resources at company's disposal to 

optimize production and minimize cost. 

3. To trigger higher demand for company's product both in domestic and international 

market thereby improve market share. 

4.  To improve both top line and bottom line of the company to ensure optimum returns for 

all stake holders of the company. 

5. To make Kusalava a true global conglomerate through professional management, 

corporate governance initiatives and strict adherence to regulatory compliances. 
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Corporate Structure 
 

Kusalava Group 
(Private Owned) 

 

 
 
 
 
 
 
 
 
 
 
 
 

Technical Facilities 

Foundry 
 Inductotherm Induction Furnace 

 Automated Carousel Machines 
 Shot Blasting Machine 
 Heat Treatment Facilities 
 Parting Off Machines 

 
Test Equipment 

 Spectro Lab 
 Zeiss Metallurgical Microscope With Photographic Attachment 
 Image Analyzer 

 Nodularity Testing Equipment 
 Universal Testing Machine 
 Vickers, Brinnel & Rockwell Hardness Testing Machines 

Auto Components 

Trading Services 

Hauler 

service 

Finance 

I.T 

Manufacturing 

Auto 

Componen

ts 

Auto Motive 
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Mile Stones in Tiger Power Manufacturing 
 

1972 - Started production of grey iron cylinder liners. Started to major road transport 

corporations (STU's) 

1987 - Became the major source for defense vehicle factory. 1990 - Exported its first 

consignment to New Zealand. 

1992 - Tiger Power became the major supplier of cylinder liner in after market. 1994 - 

Emerged as the largest cylinder liner manufacturing in India. 

1995 - Kusalava Commissions its first overseas office in Houston, Texas USA, ISO 9002 

certified. 

1996- Sales figures crossed of 1 million USD. Kusalava becomes a limited company. 1997 - 

Started WOS in USA, (Wholly Owned Subsidiary). 

1998 - QS-9000 certified. 
 

1999 - Started production of Ductile Iron castings. 2000 - ISO/TS 16949 certified. 

2002 - Turn Over crosses 10 millions USD. 

2003 - Introduced Six Sigma process. Awarded by ACMA for best Six Sigma project. 
 

2004 - Introduced lean manufacturing practices. Received the best supplied award from 

Eicher Motors, for outstanding contribution to supply chain management. Awarded by 

ACMA for best six sigma project in 2004again. 

2005 - Entered into an agreement with the Market Leader Dalton Sleeves, USA for supplying 

High Grade Ductile iron liner to the Drag Racing Market. 

2006 - Total PM Kick off on July 3rd 2006. Kusalava commissions new plant at pant agar, 

Uttarakhand. 

2007-Turnover crosses 20 million USD. Kusalava commissions new plant at Visakhapatnam, 

Andhra Pradesh. 

2009 - Implemented SAP across four manufacturing locations. 
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Products 
 Cylinder Liners. 
 Compressor Sleeves. 
 Al – Fin Rings. 
 Piston Ring Castings. 

 Pistons. 
 
 

Products Range 
 
 

Manufacturing Range 
 

 Cars and MUV's -cars (Compact, Mid-Sized, Saloon, Sedan) SUV'S &MUV's. 
 

 Commercial Vehicles- 
Light, Medium, Heavy, Trucks & Pickup vans. 

 
 Tractors 

 
 Other applications- 

Suitable for Compressor Engines, Diesel Engines, Marine, Aeronautical & 
Locomotives. 
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Manufacturing Capabilities 
 

SI.no Parameter Dimension 

1 10 (Min-Max) 45to 300 mm 

2 OD (Min-Max) 48 to 310 mm 

3 TL (Min-Max) 65 to 400 mm 

4 Thickness 
(Min) 

1mm 

5 Material Greyiron,Ductile Iron&bainite 

6 Weight(Min- 
Max) 

1 to 100 kgs 

 
 

 
"Tiger Power" - Tough Parts had dovetailed their process to give peak performance 

with best quality at affordable price - a tangible result. We are proud to say now "Tiger 

Power" - Tough Parts is complete Global. Most of the vehicle manufacturer in the Indian 

domestic market has tie up with International manufacturers like Mazda, Hino, Mercedes 

Benz, Mitsubishi etc. 

Manufacturing Locations 
 

 Unit I - Area 61000 m2, Adavinekkalam Village. Aagiripalli (Mandal), Krishna District, 
AP,India-521212. 

 Unit II - Area 12000 m2, B-4, Industrial estate, Vijayawada. Krishna District, AP, 
India -520007. 

 Unit - III - Area 14000 m2, Plot No.10, Sector - 2, IIE Pantnagar, Rudrapur, 
Uttarakhand, India -263153. 

 Unit - IV- Area 30000 m2, Plot No. M-1, VSEZ, Duvvada, Visakhapatnam, AP, 
India -530046.
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List of Domestic O.E.M Client 
 

Product wise market share comparison with competitor 
 

Company Collaboration TP share 
Ashok Leyland Ltd Hino-Japan and British 

Leyland 
100.00% 

Telco Mercedes Benz 70.00% 
Eicher Motors Mitsubishi 100.00% 

Bajaj Tempo Ltd Daimler Benz 100.00% 
Swaraj Mazda 100.00% 

V.S.T.Tillers Tractors Ltd Mitsubishi 100.00% 
 
 

And for the international market, Kusalava International Ltd has a start 5 years back 

and supplying the products after quality validation for the below customers interestingly, 

Kusalava has worked on tanderm with the above international collaborated Indian OEM’s to 

achieve their strength quality requirement both in foundry and machining. The above OEM’s 

contribute 30% of Kusalava International Ltd turn over. Technical offer from Kusalava have 

played a vital role in establishing and understanding the international specification for the 

domestic OEM’s and had good report for working hand in hand to meet the drawing print 

specifications. And for the international market Kusalava International Ltd is supply in the 

products after quality validation for the below customers. 

Domestic After Market 
 

Kusalava International Ltd has a good market share in domestic market with the “Tiger 

Power” brand and is the biggest liner manufacturer in India. Kusalava had well established 

off site warehouse and branch set ups across India for market and customer access. 

Kusalava had started supplying its products to the aftermarket under the brand name 

“Tiger Power” since 1982. It has a dominating presence in the aftermarket and enjoys the 

confidence of major engine rebuilders/recorders, OEM’s and machines. Currently it possesses 

a market share of 35% in India and 30% in USA. Even exports a major share of its  

production to various countries across the globe viz., Italy, UK, France, NewZealand, 
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Bangladesh, Australia, Malaysia, Thailand, Mauritius and the Middle East. It had wide- 

spread, well established networks in India, USA, Canada and Europe to serve its clients on 

24×7 bases. Tiger power offers a wide range of “The Tiger Parts” like cylinders/sleeves, 

Value Seat Inserts, Value Guides, Tappets, Position Pins, Gaskets, Alvin Nickel Inserts, Cast 

Sleeves for aluminum blocks, Cast iron/Ductile Iron Pipes, Inertia Rings. 

Company Product 
 

Kusalava manufacturers liners/sleeves in both cast iron and S.G.Iron, Centric cast 

value seat insert and Alfin Piston insert. As a new development Kusalava has started 

manufacturing the engineering items out of its own technology like 3mts, Pipes for ash 

disposal for the thermal power plants, sugar crushers materials, and motor frames for the 

electrical motors. 

Technology Upgradation 
 

Kusalava has developed the basic technical requirement for the manufacturing of their 

products and in line to develop the technical strength hires experts from Germany for 

upgrading the foundry technology in line to the international practices. 

Till Kusalava had taken 3 round of expert’s views to validate their process to find tune 

their existing process for better productivity. Most significantly, Kusalava deputes their 

technical managerial personal for the training in different institutes for better of their 

knowledge and practices. Mr. Prasad R.K. Chukkapalli, Managing Director of Company has 

visited Japan under AOTS programmed for 15 days technical training in quality systems 

during the 1st week of October 2nd. 
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Network and Logistics in India 
 

At present Kusalava has central at Vijayawada and have warehouses and trained 

personnel across India for identification and follow up. Our own Fleet of trucks played role in 

logistics for on time deliveries as per customer’s requirements. The central warehouses in 

India are 

 Vijayawada 

 Chennai 

 Cuttack 

 Nagpur 

 Rajkot 

 Ghaziabad 
 
 

Technical Highlights 
 
 

  Have a track record of 45 years. Equipped with the latest technology (in houses) in the 

industry to manufacture any variety of cylinder liners as per customer requirements 

meeting international standards. 

 Highly automated with state of the art technology having the complete manufacturing 

facilities in house. 

 Continuous R&D in house to have an edge over the competitions TS 16949 certified 

company. 

 Good brand image. 
 

 Major supplier to domestic OEM’s like Tata Motors Ltd., Ashok Leyland Ltd., Eicher 

Motors Ltd., Bajaj Tempo Ltd., Swaraz Mazda Ltd., VST Tiller Ltd., and International 

OEM’s as Tier2. 
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Technical Facilities 

Machine Division 

 
 
 
 
 
 
 
 

 
Test equipment 

 
 

 Mazak CNC Turning & Machining Centres. 

 Nagel Double Expansion Honing Machines. 

 Gehring Honing Machines. 

 Centre Less Grinding Machines with Auto Gauging. 

 High Productivity SPM’s. 

 Automated Phosphating Plant. 
 
 
 Lk Co-Ordinate Measuring Machine. 

 Zeiss Roundness Tester. 

 Zeiss Contour Measuring Machine. 

 Taylor Hobson Surface Roughness Tester. 

 Dyna Scan Profile Projector. 

 Multi Gauge Inspection Equipment. 

 Eddy Current Crack Detector. 
 
 
 
 
 

Total Man Power in Kusalava International Ltd. 
 

Designation 2016-17 
Managing director & directors 7 
Vice presidents 2 
Chief information officer 1 
General managers 6 
Engineers 27 
Sales officers 40 
Skilled workers 55 
Semi skilled workers 120 
Unskilled workers 1224 
Administrative staff 220 
Total 1702 
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R & D Department 
 

The department develop the schedules according to the customer drawing and sent to 

the production department it develops all parameters of the company, makes research plans to 

decrease the cost of production and improve the productivity. 

Turnover 
 

The turn over as per the 2017 reports depicts that it has crossed the 20 million 

US dollars mark. The recent objective achieve a turnover of rupees 1200 crore and cost 

reduction by rupees 6 crore. 

SWOT Analysis 

Strengths 

 Automated carousel machines at foundry for higher quality and productivity. 

 Automation of machining process with CNC machines to produce 

complex, shapes with close tolerance and higher productivity. 

 Well equipped laboratory to check all incoming material, metal charges, in process and 

finished components. 

 In house tool room facility to meet die and tool requirements. 

 Kusalava in completed with a sophisticated development competency for customized 

solutions. 

 Less oil consumption with enhanced engine life. 

 A perfect cross hatch finished with plateau parameters is produced while controlling the 

quality with plateau CNC honing machines. 

 Expertise in developing wet type D & E microstructure on OD for crossing resistance 

and type A & B microstructure on ID for lubrication and ware resistance properties. 

 The developmental lead time for new products in 4-9weeks. 

 Price competitive at Kusalava means increasing production and reducing cost 

simultaneously, with its four decades of experience. 

 
Weakness 

A very few drawbacks have been sorted cut and they are very micro problems 

which can be kind of suggestions for the company. They are 
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 As the company is driven by a huge man power, availability of man power is large and 

the laurels that can be spoken of a very few. So exposure to the outer world and 

communication with the other reputed factory employees ( through internet, industrial 

visits, guest lecturers) participate in many more certification and research which we 

certainly be another feather in the company’s cap. 

 Giving away details of recent development in their respective fields in form of 

broachers. 

 Availability of a provision which would help them climbs the hierarchical ladder to 

boost up their confidence and trust on the company regarding their future. 

 Recreation clubs shall help them install tem spirit and relaxation too. 

Opportunities 

 A bright future waits ahead for this company as there is lot of opportunities thronging 

in. 

 The company has many warehouses and respective all over the world (20 warehouses 

and 15 representatives in USA, one representative each from Germany, France, Italy, 

and Spain, 47 warehouses in India). 

 Expansion of the Kusalava Empire will be the next talk of the media if there be a good 

management which would lead the way. 

 Lot of opportunities await the employees too as there can be deputation provision to 

the other ware houses in other parts of the world. 

 
Threats 

 Personnel management is a real challenge to take up as it certainly dealing with man 

power and more the number the more is the problems. 

 Kusalava industries is right now driven by man power and very less involvement of 

automated machinery which can cause problems regarding their reputation but the 

installing of the automated machinery like the auto carousel machine, automated 

phosphate plant, short blasting machine, CNC and SPM machines solved the threats. 



31  

Human Resource Development. 

 Human Resource Development (IIRD) is the framework for helping employees develop 

their personal and organizational skills, knowledge and abilities. 

 A set of systematic and planned activities designed by an organization or HR department 

to provide its members with the necessary skills to meet current and future job demands. 

 
Elements of HRD Climate: 

The elements of HRD climate can be grouped in to three broad categories. 

1. Genera lclimate 

2. OCTAPAC climate 

3. HRD climate. 

The General climate items deal with the importance given to human resources 

development is general by top management and line managers. The OCTAPAC items which 

deal with the extent to which openness, confrontation, trust, authenticity, pro-activity, 

autonomy, collaboration and experimentation which are essential for institution building. The 

items dealing with HRD mechanics measure the extent to which HRD mechanics 

implemented seriously. These groups were taken with the following assumptions. 

 
1. A general supportive climate is important for HRD if it has to be implemented 

effectively. Such supportive climate consists of not only top management, line 

management commitment but good personnel policies and positive attitudes towards 

development. 

 
2. Successful implementation of HRD involves an integrated look at HRD and efforts to use 

as many HRD mechanisms possible. These mechanisms includes performance appraisal, 

potential appraisal, career planning, performance rewards, feedback and counseling, 

training, employee welfare for quality of work life, job rotation etc. 

 
3. OCTAPAC culture is essential for facilitating HRD. Openness is there when employees 

feel free to discuss their ideas, activities, and feelings with each other. Confrontation is 

bringing out problems and issues into the open with a view to solving them rather than 

hiding them for fear of hurting or getting hurt. Trust is taking people at their face value 

and believing what they say. Autonomy is giving freedom to let people work 
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independently with responsibility. Pro activity is encouraging employee to take initiative 

and risks. Authenticity part of people to do what they say. Collaboration is to accept 

interdependencies, to be helpful to each other and Work as teams. 

 
Factors Contributing to HRD Climate: 

1. Top Management Style and Philosophy: 

A developmental style, a belief in the capability of people, a participative approach, 

openness and receptivity to suggestions from the subordinates arc some of the dimensions 

contribute to a creation of positive HRD climate. 

 
2. Personnel Policies: 

Personnel policies that show high concern for employees, that emphasize equity and 

objectivity in appraisals, policies that emphasize sufficient resource allocation for welfare 

and developmental activities, policies that emphasize a collaborative attitude and trust  

among the people go a long way in creating the HRD climate. 

 
3. HRD Instruments and Systems: 

A number of HRD instruments have been found to generate a good HRD climate, 

particularly open systems of appraisal with emphasis of counseling, career development 

systems, informal training mechanisms, potential development systems etc contribute to 

HRD. 

 
4. Self-Renewal Mechanisms: 

Organizations that have built in self renewed mechanisms are likely to generate a 

positive HRD climate. 

 
5 Attitudes of Personnel and IIRD Staff: 

A helpful and supportive attitude on the part of HRD and personnel people plays a 

very critical role in generating the HRD climate. If the personal behavior of any of these 

agents is not supportive, the HRD climate is likely to be vitiated. 
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6. commitment Of Line Managers: 

commitment of line managers to the development of their subordinates is a very 

important determiner of HRD climate. If line managers are willing to spend a part of their 

time for their subordinates it is likely to have a positive impact. 

 
HUMAN SOURCE DEVELOPMENT COMPONENTS 

Jayagopal (1988) proposed a comprehensive framework for human resource 

development program, comprising four major areas with nineteen functions under them and 

also suggested a dense network of interconnections among these functions. That framework 

was thrashed and most necessary components are only discussed in detail. 

1. Manpower Planning 

Manpower planning is the process which assesses and determines that the 

organization will have an adequate number of qualified persons available at specific times, 

performing jobs which would fulfill the needs of the organization and which would provide 

satisfaction for the individuals involved. It is an end eavour to act according to demand and 

supply. It involves: 

(1) Calculation of net human resource requirements based on present level of human 

resources 

(2) An estimation of present and future requirements and supply of human resource based on 

the objectives and long-term plans of the organization 

(3) Development of the human resource of existing employees and planning an approach to 

enable the organization to get the rest of human resources from outside the organization 

(4) Initiating steps to change, mould and develop the existing human resource to meet the 

future human resource requirements 

 
2. Recruitment, Selection and Placement 

Generation of applications for specific positions for actual or anticipated vacancies is 

known as Recruitment. Through ideal recruitment procedure suitable applicants could be 

identified. Selection is the process of ascertaining the qualifications, experience, skill, 

knowledge etc of an applicant with a view to appraising his/her suitability to a job. The 

selected candidate is assigned the most suitable job placement. Right person on the right job 

produces the best results. 
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3.Training and Development 

The two terms are quite identical to each other, but they are not the same in meaning. 

Training is a learning process that aims to permanently improve the ability and behavior of 

the employees enabling them to acquire new skills, knowledge and attitude for more efficient 

performance. This includes: identification of training needs 

development: suitable training programmes, 

providing requisite job skills and knowledge to employees. 

evaluating the effectiveness of training programmes 

Development is the growth or realization of a person's ability, through conscious or 

unconscious learning-. Development programs usually include phases of planned study and 

experience, and are usually supported by a coaching or counseling facility. Development 

occurs when a gain in experience is effectively combined with the conceptual understanding 

that can illustrate it, giving increased confidence both to act and to perceive how such action 

relates to its context (Bolton, 1995). 

 
4.Performance Appraisal 

Performance appraisal is the process which helps determine the efficiency of a worker 

in his/her job performance. It provides a mechanism for identification of merits and 

deficiencies observed in an employee in relation to his/ her job performance. Appraisal is to 

determine the present state of efficiency of a worker in order to establish the actual need for 

training. The process of performance appraisal consists of the following: 

• Setting the standards for performance 

• Communicating the standard to the employees, measuring the performance, comparing the 

actual performance with the standard set. 

 
5. Job Rotation 

The distribution of responsibilities, it is suggested, will result in specialization. 

However, to be able to utilize their specialization in the best possible way, work tasks should 

be rotated among the employees so as to broaden their field of tithe and their knowledge "I"" 

the organization's operation as a whole. 

Therefore, once a year the work-tasks should be rotated among the various employees 

depending upon their qualifications and suitability to perform the new work task.
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6. Wage and Salary Administration 

The principal need of all employees is adequate wage and salary, which should be 

proportionate with his/her duties and responsibilities. Wage and salary administration refers 

to the establishment and implementation of sound policies and practices of employee 

compensation. It includes areas such as job evaluation, development and maintenance of 

wage structure, wage surveys, wage incentives, profit sharing, wage changes and 

adjustments, supplementary payments, control of compensation costs, etc. Wages and salaries 

are important in determining the standard of living, per capita income, productivity, moral 

and economic well being of the workers and employees. 

 
7. Career Planning and Development 

The concept of career planning emerged in the USA in the 1970s, and became 

popular. It encouraged employees to analyze and assess their ambitions and provide them 

with the information about a company's career opportunities. It focuses on generating an 

awareness of strengths and weaknesses among employees and at helping them to match their 

skills and abilities to the Heads and the demand of the organization. Without development of 

people in the organization, the organization cannot prosper. The General Electric Company 

(GEC) in the USA has brought out the 'Career Dimensions' work books. Career planning 

program benefits a company in four different ways; 

• They maintain a positive relation with employees. 

• They help to avoid mismatches between what an employee wants and what a company 

needs 

and can offer. 

• They provide a way of identifying opportunities for continuous career growth 

• They improve the utilization of professional and managerial staff. 
 
 

8. Organization Development 

Organization Development (OD) is an organization-wide, planned effort emphasizing 

appropriate intervention in the continuous activities of the organization, which is managed 

from the top. Robbins (1993) describes OD as, 'A collection of planned change interventions, 
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built on humanistic-democratic values, that seek to improve organizational effectiveness and 

employee well being'. It consists of the activities related to organizations as social systems 

which focus on chancing the human infrastructure through interventions in the various 

processes. A strategy is formulated focusing on developing and stimulating the adaptive 

capacities of organizations so as to allow them to respond to their internal and external 

environments, in a pro-active manner. Organization development provides a normative 

framework within which, changes in the climate and culture of the organization harness 

human potential to achieve organizational objectives. Organization development exercise 

includes a team building programme, interpersonal sensitivity, role clarity, personal growth, 

and stress management. 

 
9. Quality Circle 

Quality circle is a self-governing group of workers with or without their supervisors. 

This group voluntarily meets regularly in order to identify, analyze and solve problems 

related to their work. The circle groups discuss issues and problems relating to their work unit 

and their own jobs, and can meet both during and after working hours. In addition to the 

quality circles, there are facilitators, coordinators, and the steering committee that play their 

respective roles at various stages of functioning of the quality circles. 

The objectives of the quality circle are: 

• Enhancement and utilization of human resources effectively 

• Satisfaction of the worker's psychological needs for motivation 

• Enhancement of employee's supervisory skills like leadership, resolution of interpersonal 

conflicts 

• Developing skills through participation, creating work interest, inculcating problem-solving 

techniques etc. 

 
10. Human Resource Information System 

A systematic way of gathering and storing information about each individual 

employee for the benefit of planning, decision-making and supply of returns to external 

agencies at the organizational level is known as human resource information system. Several 

records arc maintained to meet the needs of manpower planning, recruitment, development, 

compensation, integration and maintenance and separations not only for internal control, 

feedback and corrective action, but also to meet the various constitutional obligations. 
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Singh.P.N.(1990), in his -Developing and Managing Human Resources", says that seven 

behavior based indicators are constituted to form a new Human Resource Information System 

to indicate the health of the organization. 

 
(a) Sycophancy Index: Dissent in present day organization is not only discouraged but also 

"curbed.- Those who matter do not seem to realize that `Yes-men' contribute little in 

making an organization great. Therefore, a high level of sycophancy should serve as a 

warning to the management. 

 
(b) Self Development Index: All development is self— development. The strength of an 

organization partly depends on how serious its employees are about their own development. 

Factors like how many employees are attending courses, how many books they are reading 

etc., will be the index. 

 
(c) Boredom Index: Any employee either newly recruited or posted to a new assignment 

goes through the following stages: Anxiety Period, Competence Building Period, Confidence 

Building Period, and Boredom Period. 

 
(d) Leadership Index: Productivity depends to a great extent on the quality of leadership at 

different hierarchy levels of the organization. Therefore, better the leadership, better the 

climate. 

 
(e) Creativity Index: In a modern and changing environment one has to be creative to cope 

with Competition from outside. 

 
(f) Executive Stress Index: Since executives play a crucial role in achievement of goals, 

stress for a short period may be functional. The executive stress index could be gauged from 

the number of key executives suffering from high blood pressure etc. Therefore, less the 

stress, better the achievement. 

 
(g) Parochialism Index: Lastly, it is stated that organizations will do very well if this index 

is lower and vice-versa. This depends on the performance of cosmopolitan team. Last two are 

not directly affected by technology, and are known as "Technology-independent". 
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Category wise analysis leads to the conclusion that OCTAPAC culture has been more 

prevalent than HRD mechanisms and general HRD climate. Training and performance 

appraisal appear to be more mature practices rather than career planning, rewards and 

employee welfare. Based on the overall analysis it can be concluded that a moderate HRD 

climate has been prevalent in the organizations surveyed. In retrospect, it appears that the 

organizations focus more on business rather than people. Ultimately, it is suggested that the 

organizations may introduce fair employee welfare programmes and reward systems to 

improve employee satisfaction levels and subsequently to gain advantage from the satisfied 

workers to increase productivity. 

 
Challenges for HRD 

• Changing work forced graphics 

• Competing in global economy 

• Eliminating the skills gap 

• Need for life long learning 

• Need for organizational learning 

• Technological changes 

• Greater employee Retention and commitment 
 
 

HRD Strategies 

" HRD Strategies are a plan that defines how the human resources would be utilized 

through the use of an integrated array of training, organizational development and career 

development efforts to achieve individual, organizational objectives." 

 
Communications Strategy: 

In today's changing change scenario, it is essential to educate and train employees 

about the change 

 
Accountability and Ownership Strategy: 

Employee's accountability and ownership leads to higher productivity and customer 

acceleration. 
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Quality Strategy: 
Quality needs to be fostered in the employees through training and development. 

 
 

Cost Reduction Strategy: 

Every employee's contribution in savings is crucial as small contributions from each 

employee can be pooled by organizations to save substantial savings at the end of a given 

period and enhance its competitive strategy. 

Intrapreneurship Strategy: 

Every employee needs to be an independent entrepreneur, who can generate ideas and 

bring them to reality by using the existing resources and support of the org to create 

innovative and creative products and services. 

 
Culture Building strategy: 

Organization’s valuing its employees have a sustainable competitive edge over 

competitors because employees are highly charged, motivated and commitment to the 

organization. 

 
Systematic Training Strategy: 

The planning and organization of formal on-job training and off-job training leads to 

improving vital employee characteristics, build and sustain appropriate work culture and 

brings in more professionalism in action. 

 
Learning Strategy: 

Continuous development and learning environments promote self development of 

employees, of self and by self. 

 
Goals of HRD 

 To enable the capability of each employee as an individual in relation to his present & 

future role. 

 To develop relationship between each employee his/her supervisor 

 To develop the human resources philosophy for the entire organization and get the 

top management committed to it openly 

 To develop team spirit in people working in an organization. 
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 Integration of people development with the organizational development. 

 To develop cooperation & Collaboration among different units of the organization. 

 Maximization of learning opportunities of individuals in an organization 

 To maintain the overall health of an organization. 

 Balancing of change &adaption 

 HRD is needed to develop competencies + Create environment for the trainees 

conducive to their character building. 

 Promote a culture of creativity, innovation, human development, respect and dignity. 

 Provide opportunity for development of different level of employees. 

 Need based training programs. 

 Prepare newly inducted staff to perform their work with high level of competency 

and excellence 
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5.1 Acceptance level of happiness with work: 
 
 
 
 

Options No of Respondents Percentage of Respondents 

Strongly Agree 11 10.58 % 

Agree 73 70.19 % 

Strongly Disagree 14 13.46 % 

Disagree 6 5.77 % 

No idea 0 0 % 

 
 
 
 
 

 
 
 
 
Interpretation 

From the above table it is observed that 10.58% of the employees strongly agree and 

happy with their work, followed by 70.19% of the employees agree, and 13.46% of 

employees strongly disagree with their work, and 5.77% of the employees are not happy 

with their work.
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 5.2  Development of the employees is seen as an important part of the job 

by the organization: 

 
 
 
 

Options No of respondents Percentage of respondents 

Yes 66 
63.46 % 

No 36 
36.54 % 

 
 

 

 
 

Interpretation 

From the above table, that is observed that 63.46% of the employees opinioned that 

employees development is as important as organisation development.  Because a satisfied 

employee can contribute more to the organisation. And 36.54% of the employees opinioned 

that employees development is as not important as organization development.  
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5.3  People in the organization are helpful to each other 
 

 
Options No of respondents Percentage of respondents 

Always true 80 76.92 % 

Sometimes true 12 11.54 % 

Rarely true 10 9.62 % 

FALSE 2 1.92 % 

 
 
 
 
 

 
 

Interpretation 
 
 

From the above table, it is observed that 76.92% of the employees felt that people in the 

organization are helpful to each other is mostly true, followed by 11.54% of the employees 

felt that only sometimes people in the organization helpful, 9.62% of the employees felt that 

people’s co-ordination is rarely true and 1.92% of the employees felt that people in the 

organization are not helpful.
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 5.4 Employees in the organization are very informal and do not hesitate to 

discuss their personal problems with their superiors 

 
 

Options No Of Respondents Persentage of Respondents 

TRUE 64 61.54 % 

FALSE 28 26.92% 

Uncertain 10 9.62% 

None 2 1.92% 

 
 
 
 
 

 
 

Interpretation 

From the above table, it is observed that 61.54% of the employees felt that they are 

informal and discuss their problems with superiors is mostly true, followed by 26.92% of 

the employees are false, 9.62% of the employees are uncertain, and 1.92% of the employees 

not at all true. 
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 5.5 Employees promotion decisions are based on. 
 

 
Options No of respondents Percentage of respondents 

Performance 21 20.19% 

Experience 12 11.54% 

Performance & Experience 71 68.27% 

 
. 

. 
 

 
 
 
Interpretation 

 
 

From the above table, to know the employees opinion on performance based promotion is 

68.27% of the employees have both performance and experience, followed by 20.19% of the 

employees by performance and only 11.54% of the employees by experience. 
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 5.6 Yours goals are perfectly matched to the goals of organization 
 

 
options No of respondents Percentage of respondents 

Strongly agree 67 64.42% 

Strongly Disagree 12 11.54% 

Not Necessary 25 24.04% 

 
 
 
 
 

 
 

    Interpretation 
 
 

This is asked to find whether the goals of employees and organization are matching. 

From the above table it is observed that 64.42% of the employees are agreeing that 

individuals goals are matched to ideas of organization, followed by 24.04% of the employees 

has no idea and 4.7% of the employees goals are not matched to ideas of organization.
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 5.7  Supervisor’s appreciation on employee screates. 
 

 
Options No of respondents Percentage of respondents 

Increase individual happiness 10 9.62% 

positive work environment 8 7.69% 

both 86 82.69% 

 
 

 

 
 

Interpretation 

           From the above table, to know the supervisor’s appreciation on employees create 

that 82.69% of the employees increase individual happiness and positive work environment, 

only 9.62% of the employees has increase individual happiness and 7.69% of the employees 

are positive work environment. 
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 5.8 Weakness of employees are communicated to them in non-threatening way by 

the managers through. 

 
 

Options No of respondents Percentage of respondents 

written format 30 28.85% 

Interaction 42 40.38% 

internal conversation 32 30.77% 

 
 

 

 
 

          Interpretation 
 

                From the above table, it is observed that 28.85% of the employees communicate with 

written format, and mostly 40.38% of the employees interact with manager and 30.77% of the 

employees communicates in  internal conversation. 
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 5.9 When employees are sponsored for training, they take it seriously and try to 

learn from the programs they attended. 

 
 

Options No of respondents Percentage of respondents 

Yes 74 71.15% 

No 12 11.54% 

No idea 18 17.31% 

 
 

 

 
 
 
 
          Interpretation 

 
 

         From the above table, it is observed that 71.15% of the employees agree that they learn 

seriously from training programmes, followed by 11.54% of the employees disagree, and 

17.31% of the employees has no idea. 
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5.10   Management has a strong belief in participative decision making. 
 

 
Options No of respondents Percentage of respondents 

Agree 59 56.73% 

not always 30 28.85% 

Disagree 9 8.65% 

no idea 6 5.77% 

 
 

 

 
 
 
 
 
 
 

       Interpretation 
 
 

         From the above table, it is observed that 8.65% of the employees are disagreeing that 

management has strong belief in participative decision making , followed by 56.73% of the 

employees agree , 28.85% of the employees not always agree and 5.77% of the employees has 

no idea. 
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5.11   People trust each other in the organization. 
 

 
Options No of respondents Percentage of respondents 

always true 55 52.88% 

sometimes true 17 16.35% 

Rarely true 27 25.96% 

FALSE 5 4.81% 

 
 
 
 
 

 
 
 
 

 
Interpretation 

From the above table, it is observed that 52.88% of the employees having trust on each 

other, followed by 16.35% of employees are sometimes true, 25.96 % of the employees are 

rarely true and 4.81% of the employees never trust each other.
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5.12   Delegation of authority to encourage juniors is quite common in the organization: 
 

 
Options No of respondents Percentage of respondents 

agree 67 64.42% 

disagree 19 18.27% 

mandatory 18 17.31% 

 
 

 

 
 
 
 

 
Interpretation 

     From the above table, it is observed that 64.42% of the employees are agreeing that 

delegation of authority is common in the organization, followed by 18.27% of the employees 

disagree and 17.31% of the employees are mandatory. 
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5.13  Your opinion on team spirit: 
 

 
Options No of respondents Percentage of respondents 

highly efficient 23 22.12% 

based on team member 52 50.00% 

organization culture 29 27.88% 

 
 
 
 
 

 
 
 
 
        Interpretation 

  
From the above table, it is observed that 22.12% of the employees are highly efficient that 

team spirit is high, followed by 50.00% of the employees based on team member and 27.88% 

of the employees are based on organizational culture. 
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5.14    Your opinion on the job in a relatively clean, quiet, safe environment 
 

 
Options No of respondents Percentage of respondents 

positive 37 35.58% 

negative 11 10.58% 

friendly 20 19.23% 

acceptable 36 34.62% 

 
 

 
 
 
 

Interpretation 

       From the above table, it is observed that 35.58% of the employees are agreeing that they 

are performing their job in clean and safe environment, followed by 10.58% of the employees 

not agree, 19.23% of the employees are friendly and 34.62% of the employees are acceptable. 
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5.15   Is HRD aims at developing motivation of employees: 
 

 
Options No of respondents Percentage of Respondents 

yes 63 60.58% 

no 18 17.31% 

based on situation 23 22.12% 

 
 

 

 
 
 
 

Interpretation 
 

From the above table it is observed that 60.58% of the employees agree , 17.31% of the 

employees disagree and 22.12% of the employees are based on situation. 
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5.16   Acceptance level on developing superior subordinate’s relationship by 

HR department: 

 
 

Options No of respondents Percentage of Respondents 

effective 34 32.69% 

creative 32 30.77% 

industrious 38 36.54% 

 
 

 
 
 
 

 
      Interpretation 

 
          From the above table, it is observed that 32.69% of theemployees are effective that 

human resource department aims to strengthen superior subordinate relationship, followed by 

30.77% of the employees are creative, 36.54% of the employees are industrious. 
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5.17      Your satisfactory level regarding your contribution towards job: 
 

 
Options No of respondents Percentage of Respondents 

satisfactory 71 68.27% 

dissatisfactory 9 8.65% 

somewhat satisfactory 24 23.08% 

 
 
 
 
 

 
 
 
 
    Interpretation 

From the above table, it is observed that 68.27% of the employees are agreeing that they 

feel happy to contribute and are deriving satisfaction, followed by 8.65% of the employees are 

dissatisfactory with job and 23.08% of the employees are somewhat satisfactory. 
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5.18   HRD Department is creating a learning environment in the organization: 
 

 
Options No of respondents Percentage of Respondents 

strongly agree 59 56.73% 

agree 30 28.85% 

not at all time 15 14.42% 

 
 

 
 
 
 

Interpretation 

From the above table, it is observed that 56.73% of the employees are agreeing that human 

resource department is creating a learning environment, followed by 28.85% of the employees 

agree, and 10% of the employees are not at all time. 
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5.19   You feel that this is a good place to work 
 

 
Options No of respondents Percentage of Respondents 

yes 92 88.46% 

no 8 7.69% 

maybe 4 3.85% 

 
 

 
 
 

            Interpretation 

              From the above table, it is observed that 88.46% of the employees are agreeing that 

kusalava Hyundai India Ltd, is good place to work, followed by 7.69% of the employees 

disagree , and 3.85% of the employees has no idea. 
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FINDINGS 

 80.77% of the employees are satisfied with their work

 50.00%  of the employees agree in Team spirit with their team members.

 76.92%  of the employees are helpful to each other

 f the employees promotion decision based both performance and experience.

 82.69% of the employees appreciation by supervisors that creates increase individual happiness 
and positive wok environment.

 40.38% of the employees feel free to discuss their problems with superiors.

 42.00% of the employees individual goals are matching with organization goals.
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SUGGESTIONS 

 The most important determinant of job satisfaction is salary factor. So, it is suggested 

that try to revise the salary structure, this makes the total employees to put their 

complete efforts for the growth of organization.

 It is identified that the employees are dissatisfied and are not aware of HR department 

in the organization so, it is suggested that HR department try to implement 

development programs like Meetings and Conferences, Workshops at frequent 

intervals, Retraining of employees, Counseling. Job awareness programs

 The delegation of authority takes place; the employees to develop their skills, 

knowledge levels in performing job in a better way and also helps in developing their 

career. So decision on the above helped the employees in developing their capabilities.

 The top management is not involving the employees of all levels in decision making. 

So, it isi suggested that try to involve the employees of all levels in decision making.  

Participativedecisionmakingwillhelpstosolveaparticularprobleminaeffectiveway.

 It was identified that the employees are dissatisfied and not aware of rewards system in 

the system in the organization which makes they to lose interest in their work. So, it is  

suggested that, implementing rewards system for employees whose performance is 

appreciable ,it makes the total employees group for getting self motivation and can 

improve their effectiveness and efficiency which finally results in good climate.
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Conclusion 

Human Resource Development Activity is an important part of every organization. 

Through HRD. organization can help employees in adjusting and accommodating 

themselves to the organization'  s &market competitive environment. 

The present study has been undertaken with the objective of analyzing and evaluating the 

HRDI Strategies of Kusalava International Ltd., After carefully study and survey about 

the policy and procedure adopted to improve organization strategies and observing the 

HRD activities conducted at Kusalava Hyundai, it can be said that the policy is of very 

limited applicability. These policies need improvement, revision and extension to all 

employees of the company at each level. 

A complete and effective HRD activity and its proper implementation are very essential. A 

regular periodical feedback and evaluation is necessary so that it can be made more 

effective and well planned. 
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A STUDY ON HRD AT KUSALAVA HYUNDAI 
 

NAME: AGE: GENDER: 

EDUCATION: DEPARTMENT: DESIGNATION: 

EXPERIENCE: CONTACT NO: EMAIL ID: 
 
 

 
1. Your acceptance level of happiness with work? 

☐ Strongly Agree ☐ Agree ☐Strongly Disagree ☐ Disagree ☐No idea 

2. Development of the employees are seen as an important part of the job by the 

organization 

☐ YES ☐No 

3. People in the organization are helpful to each other? 

☐ Always true ☐ Sometimes true ☐Rarely true ☐False 

4. Employees in the organization are very informal and do not hesitate to discuss 

their personal problems with their superiors? 

☐ True ☐False ☐Uncertain ☐None 

5. Employees promotion decisions are based on? 

☐ Performance ☐Experience ☐ Performance &Experience 

6. Your goals are perfectly matched to the ideas of organization? 

☐ Strongly agree ☐Strongly disagree ☐ Not necessary 

7. supervisor’s appreciation on employees creates? 

☐ Increase individual happiness ☐ Positive work environment ☐Both 

8. Weakness of employees are communicated to them in non-threatening way by 

the managers through? 

☐ Written format ☐Interaction ☐ Internal conversation 

9.  When employees are sponsored for training, they take it seriously and try to 

learn from the programs they attended? 

☐ Yes ☐No ☐ No idea 
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10. Management has a strong belief in participative decision making? 

☐ Agree ☐Not always ☐Disagree ☐No idea 

11. People trust each other in the organization? 

☐ Always true ☐ Sometimes true ☐Rarely true ☐False 

12. Delegation of authority to encourage juniors is quite common in the 

organization? 

☐ Agree ☐Disagree ☐Mandatory 

13. Your opinion on team sprit? 

☐ Highly efficient ☐ Based on team member’s ☐ Organization culture 

14. Your opinion on the job in a relatively clean, quiet, safe environment? 

☐ Positive ☐Negative ☐Friendly ☐Acceptable 

15. Is HRD aims at developing motivation of employees? 

☐ Yes ☐No ☐ Based on situation 

16. Acceptance level on developing superior subordinates relationship by HR 

department ? 

☐ Effective ☐Creative ☐Industrious 

17. Your satisfactory level regarding your contribution towards job 

☐ Satisfactory ☐Dissatisfactory ☐ Somewhat satisfied 

18. HRD Department is creating a learning environment in the organization 

☐ Strongly Agree ☐Disagree ☐ Not at all times 

19. You feel that this is a good place to work 

☐ Yes ☐No ☐ Maybe 



A Study 

on 

“Financial Analysis through Ratios at M/s Kwality Feeds Ltd.,RAMANAPUDI” 

Submitted 

In partial fulfillment of the requirements for the award of the degree of   

Master of Business Administration 
(Jawaharlal Nehru Technological University-Kakinada) 

 

By 

Ms. P. SRAVANI 

Regd. No: 18481E0056 

 

Under the  

Guidance of  

 

Dr. S. RAMESH BABU 

Asst. professor 

Department of Business and Management Studies 

 

Departmentof Business and Management Studies  

GUDLAVALLERU ENGINEERING COLLEGE 
(An Autonomous Institute with Permanent Affiliation to JNTUK) 

Seshadri Rao Knowledge Village 
Gudlavalleru-521356 

Krishna District, Andhra Pradesh. 
 
 
 
 
 
 



 
 

GUDLAVALLERU ENGINEERING COLLEGE 
Seshadri Rao Knowledge Village 

Gudlavalleru-521356 
 
 

 

 

Certificate 

This is to certify that the project report on “A Study onFinancial Analysis through Ratios” 

at “M/s Kwality Feeds Ltd., Ramanapudi”. Submitted by Ms. Pamarthi Sravani is a 

bonafide work carried out by her in partial fulfillment of the award of Degree of “Master of 

Business Administration” by Jawaharlal Nehru Technological University, Kakinada. The 

project work is original and never has been a part of any other publication or award of any 

degree. 

 

 

 

Dr. S. RAMESH BABU          Dr.CH.NIRMAL CHAND 

Asst. ProfessorProfessor& Head of the Department 

Project Guide 

 

 

 



 



 

 

Declaration 

 

I hereby declare that the project report entitled “A Study on Financial Analysis through 
Ratios” at “M/s Kwality Feeds Ltd., Ramanapudi” is abonafide work carried out by me 
and never has been a part of any other publication or award of anydegree.  

 

 

 

 

Place: Gudlavalleru P. SRAVANI 

Date:                                                                                                          (18481E0056) 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

 

Acknowledgement 

 

I express my deep gratitude to Dr.P.Ravindra Babu,Principal, Dr.Ch.Nirmal Chand, 

Professor and Head of the Department of Business and Management Studies, Gudlavalleru 

Engineering College, Gudlavalleru, enabling me to take up the project in “Financial 

Analysis through Ratios” at“M/s Kwality Feeds Ltd., Ramanapudi”. 

I specially thank my project guideDr. S.Ramesh Babu for his valuable guidance and support 

completion of my project work. I take immense pleasure in thanking him for his continuous 

support. 

I take this opportunity to express my gratitude to the Management and all the staff members 

of “M/sThe Kwality Feeds Ltd., Ramanapudi for giving me permission to do my project in 

their organization and helping me meticulously in all the aspects of my project. 

I would like to thank my parents and friends whose encouragement helped me in completing 

this project. 

 

 

          P. SRAVANI 

(18481E0056) 

 

 

 

 

 

 

 



 

INDEX 

 

 

 

 

S.No. Contents Page No 

 
 
 
 

1. 

 
CHAPTER I  

 
1.1 Introduction 

1.2  Need for the Study 

1.3 Objectives of the Study 

1.4 Scope of the Study 

1.5 Methodology of the Study 

1.6 Limitations of the Study 

 

 
 
 
 
 

1-7 

2. CHAPTER II–Industry Profile 8-20 

3. CHAPTER III–Company Profile 21-26 

4. CHAPTER IV–Theoretical Framework 27-43 

5. CHAPTER V–Data Analysis and Interpretations 44-53 

6. CHAPTER VI 
 Findings and suggestions 

 Conclusion 

 
54-56 

7. Bibliography 57 

8. Appendix 58-62 



 

 

LIST OF TABLES 

 

 

 

 

 

 

 

 

 

 

S.No Title Page No 

1 Current Ratio 44 

2 Quick Ratio 45 

3 Debt- Equity Ratio 46 

4 Fixed Assets Turnover Ratio 47 

5 Working Capital Turnover Ratio 48 

6 Inventory Turnover Ratio 49 

7 Return on Assets (ROA) Ratio 50 

8 Interest Coverage Ratio 51 

9 Gross profit Ratio 52 

10 Net profit Ratio 53 



 

LIST OF GRAPHS 

 

 

 

 

 

 

 

 

 

 

 

S.No Title Page No 

1 Current Ratio 44 

2 Quick Ratio 45 

3 Debt- Equity Ratio 46 

4 Fixed Assets Turnover Ratio 47 

5 Working Capital Turnover Ratio 48 

6 Inventory Turnover Ratio 49 

7 Return on Assets (ROA) Ratio 50 

8 Interest Coverage Ratio 51 

9 Gross profit Ratio 52 

10 Net profit Ratio 53 



 

 

 

 

 

 

 

 

 

CHAPTER I 

INTRODUCTION 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

1.1 Introduction 

The term Financial analysis is also known as analysis and interpretation of financial 

statements refers to process of determining financial strengths and weaknesses of the firm by 

establishing strategic relationship between the items of the Balance sheet, Profit & Loss 

account and operative data. The purpose of financial analysis is to diagnose the information 

contained in the financial statements so as to judge the profitability and financial soundness 

of the firm. The term financial statement analysis includes both analysis and interpretation. 

Financial statement analysis is a meaningful interpretation of 'Financial statements' for 

'parties demanding financial information'. There are certain steps, which have to be taken into 

consideration for financial statement analysis: 

1. Identification of user's purpose. 

2. Identification of data source. 

3. Selecting the techniques to be used for such analysis. 

Financial Ratio Analysis:- 

Ratio analysis is a powerful tool of financial analysis. A ratio is defined as “the 

indicated quotient of two mathematical expressions” and “the relationship between two or 

more things”. In financial analysis, a ratio is used as a benchmark for evaluation the financial 

position and performance of a firm. The absolute accounting figures reported in the financial 

statements do not provide a meaningful understanding of the performance and financial 

position of a firm. An accounting figure conveys meaning when it is related to some other 

relevant information. 

Ratio analysis is the process of determining and interpreting numerical relationship 

based on financial statements. A ratio is a statistical yard stick that provides a measure of the 

relationship between variables of figures. Thus relationship can be expressed as a percentage 

on as quotient. 

Ratio analysis is one of the tool or technique used for analysis of financial statements. 

Financial executives need certain yardstick to evaluate the financial position and performance 

of the business. Ratio analysis is considered a significant yardstick in this direction. The 
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financial statements can be analyses with the help of ratio analysis and quality decisions are 

also taken by top management from such analysis. 

There are different financial ratios to analyze different aspects of a business’ financial 

position, performance and cash flows. Financial ratios calculated and analyzed in a particular 

situation depend on the user of the financial statements. Financial ratios can be broadly 

classified into liquidity ratios, solvency ratios, profitability ratios and efficiency ratios (also 

called activity ratios or asset utilization ratios). Other categories include cash flow ratios, 

market valuation ratios, coverage ratios, etc. 

Definition 

 “The relationship between two accounting figures expressed mathematically”. 

Meaning of Ratio: 

Ratio means an expression of simple arithmetical relationship of one number to 

another. In other words, the relationship between two figures can be established on the basis 

of some logical methods, which is called ratio. A ratio is a mathematical relationship between 

two items expressed in a quantitative form. 

Ratios can be defined as “Relationships expressed in quantitative terms, between 

figures which have caused and effect relationships or which are connected with each other in 

some manner or the other”. 

An accounting ratio can be defined as quantitative relationship between two or more 

items of the financial statements connected with each other. Arithmetically ratio is a 

comparison of the numerator with the denominator. 
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1.2 Need for the Study:  

Ratio analysis of an organization provides the clear view of the performance and 

what’s the position of present and past ratios of the company with compare to last 5 years. 

The main need of the study is to analyze the financial information of the M/s Kwality Feeds 

Ltd. 

To find out the liquidity or short term solvency of the M/s Kwality Feeds Ltd. To 

know the company position by calculating the ratio’s. To allow the relationship among 

various aspects in such a way that it Allows drawing Conclusion about the performance, 

strength, and weaknesses of the Company. It is beneficial to top management of the company 

by providing crystal clear picture regarding important aspects like liquidity, leverage, activity 

and profitability. The investors who are interested in investing in the company’s Shares will 

also get benefited by going though the study and can easily take a decision whether to invest 

or not in the company’s Shares. 

 

 

 

 

 

 

 

 

 

 

 

 

3 



 

1.3 Objectives of the Study: 

The main objective of the study is to analyze the financial information of the M/s Kwality 

Feeds Ltd., followed by:- 

 To measure the liquidity position of the organization. 

 To know the profitability position of the company by using profitability ratios. 

 To assess the long-term solvency position of the company. 

 To know the financial performance of the company in last five years. 

 To make appropriate suggestions and measures for the effective performance of the 

company. 
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1.4 Scope of the Study: 

The scope of the present study was to put theoretical aspect of the study into real life 

work experience. The scope of the study is limited to collecting financial data published in 

the annual reports of the company every year. The analysis is done to suggest the possible 

solutions. The study is carried out for 5 years (2014–15 to 2018-2019). 

In short, the scope of financial performance analysis does not need emphasis to the 

ownness of the enterprise. They reveal its progress as evidence by earning & current financial 

conditions. 
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1.5 Methodology of the Study: 

Research Methodology is a way to systematically solve the research problem. It may 

be understood as a science of studying now research is done systematically. Data collection is 

important step in any project and success of any project will be largely depend upon now 

much accurate to collect that necessary data, this is also important step. Data collection plays 

an important role in research work. Without proper data available for analysis you cannot do 

the research work accurately.  

Data Sources: 

In preparing of this project the information collected from the following sources. The 

study is mainly based on two sources of data. They are 

 Primary data 

 Secondary data 

Primary Data: 

The primary data has been collected from personal interaction with Asst. Accounts 

Manager and other staff members of the M/s Kwality Feeds Ltd. 

Secondary Data: 

The major source of data for this project was collected from the annual reports and 

website of the M/s Kwality Feeds Ltd. 
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1.6 Limitations of the Study: 

Following limitations were encountered while preparing this project: 

 Limited period:- 

This project is based on five year annual reports. Conclusions and recommendations 

are based on such limited data. The trend of last five year may or may not reflect the real 

working capital position of the selected company. 

 Limited area of applications:- 

Also it was difficult to collect the data regarding the competitors and their financial 

information. Industry figures were also difficult to get. 
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CHAPTER II 

 INDUSTRY PROFILE 

 

 

 

 

 

 

 

 

 

 



 

Industry Profile: 

The Indian feed industry is about 35 years old. It is mainly restricted to dairy and 

poultry feed manufacturing; the beef and pork industry is almost non-existent. The quality 

standards of Indian feeds are high and up to international levels. Raw materials for feed are 

adequately available in India. The industry's production is about 3.0 million tonnes, which 

represents only 5 percent of the total potential, and feed exports are not very high. The feed 

industry has modern computerized plants and the latest equipment for analytical procedures 

and least-cost ration formulation, and it employs the latest manufacturing technology. In 

India, most research work on animal feeds is practical and focuses on the use of by-products, 

the upgrading of ingredients and the enhancing of productivity. 

The country has entered into a period of liberalization and this is bound to influence 

the livestock industry. The per capita consumption of milk, eggs and broiler meat will grow. 

The Indian feed industry is undergoing a very exciting phase of growth for the next decade. 

Dr. S.V. Vaidya has been working in the feed industry since 1975 and has also 

worked in research and development, feed formulation, technical training, export, purchasing 

and the feed business. At present he is Managing Director of Pranav Agro Industries Ltd, 

Pune, India, and Chairman of the Compound Livestock Feed Manufacturers' Association 

(CLFMA). 

Feed manufacturing on a commercial and scientific basis started around 1965 with the 

setting up of medium-sized feed plants in northern and western India. Feed was produced 

mainly to cater to the needs of dairy cattle.  

The poultry sector was not developed at that time and was restricted to backyard 

production, with the desi (or native bird) kept mainly for the production of eggs. The poultry 

industry is now growing in importance. Today, the Indian feed industry is worth 

approximately Rs 45 billion, that is about US$1 billion. 
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The Livestock Industry of India: 

India's animal wealth is quite large in terms of its populations of cattle, poultry, sheep 

and goats, camels, horses and pets (Table 1). Recently, aquaculture has also been growing in 

importance in India.  

Table 1 

Livestock Population in India 

Livestock type Population 

 
(millions) 

Cattle 204.5 

Buffaloes 84.2 

Sheep 50.8 

Goats 115.3 

Pigs 12.8 

Horses/ponies 0.8 

Mules 0.2 

Donkeys 0.9 

Camels 1.0 

Yaks 0.06 

Methuen’s 0.15 

Total livestock 470.86 

Source: Directorate of Economics and Statistics, Ministry of Agriculture 1992. Livestock 

census 

Dairy Cattle: 

Worldwide, India is number one in milk production, at 78.0 million tonnesper annum, 

and the dairy industry is spread across the whole country. India has one of the largest 

populations of cattle and buffalo in the world.  
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In a total of 288 million head, there are 10 million cross-bred cows, 15 million good 

milch cows of local varieties and 36 million buffaloes of good milch varieties (Table 2). The 

remainder of the cattle population is of a non-descript variety and a sizeable proportion 

consists of bullocks. 

Table 2 

Dairy Cattle 

Dairy    

Cross-bred cows (millions) 10.0 

Improved cows (millions) 15.0 

Improved buffaloes (millions) 36.0 

Milk production (million tonnes) 78.0 

Per capita consumption (g/day) 240 

Poultry 
 

Commercial layers (millions) 150 

Commercial broilers (millions) 650 

Stock breeders (millions) 6.5 

Egg production (109) 40 

Per capita availability (eggs/year) 40 

Poultry meat production (million tonnes) 1.0 

Per capita availability (g/year) 1 000 

Poultry feed production (million tonnes) 9.0 

Annual growth 
 

Dairy industry 5% 

Layer industry 6-7% 

Broiler industry 10% 

 

 Source:CLFMA studies assembled from published reports in Indian dairy and poultry 

journals. 
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The cross-bred population is either Jersey or Holstein-Friesian, crossed with local 

cows. Cross-breeding was a natural solution to upgrading the milk yield in the absence of 

high-value imported varieties of pure-bred animals. The buffalo breeds are unique to India, 

and produce milk with a fat content of 7 to 8 percent. 

Milk is seen as a health drink and a variety of Indian sweets are prepared from milk. 

Farms are located on the outskirts of cities and within cities. Almost all villages have a 

number of cattle, but there are only a few organized dairy farms. In India, dairy is not so 

much an industry as a smallholder farming activity. 

 

Poultry: 

Compared with the rest of the livestock sector, the poultry industry in India is more 

scientific, better organized and continuously progressing towards modernization. Breeding 

and feeding management has improved through education, training, competition, expansion 

and survival instincts. India is the world's fifth largest egg producer, with a total production 

of 40 billion eggs per year. The broiler industry is growing at the rate of 10 percent per 

annum. Indicators are given in Table 2. 

  India has 150 million layers and 650 million broilers. Annual per capita consumption 

of eggs is 40, and that of broiler meat is 1 000 g. Although these figures are low in 

comparison with those for developed countries, the industry has great potential to expand 

because 30 percent of the country's population (about 300 million people) is developing 

economically and the demand for poultry products is therefore likely to grow. 

Sheep’s, Goats & Camels: 

The sheep and goat sector is mostly in the hands of nomadic tribes and no significant 

scientific husbandry, rearing and management practices are implemented. Research on 

breeding and nutrition is being conducted at research institutes and agricultural universities. 

   Most of the country's camels are located in the desert area of the western part of 

India, in the states of Rajasthan and Gujarat, bordering Pakistan. Camels are reared by 

individuals who feed them local ingredients. There is a lack of scientific management 

practices, genetic studies and scientific feeding practices in camel rearing and the industry 
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survives mostly on the basis of local, long-established knowledge of feeding and breeding. 

There is, however, a fairly good disease diagnosis and treatment system, with modern 

medicines and vaccines.  

Swine: 

India is a multilingual, multiracial country whose people hold various religious 

beliefs. Although the majority of the population is Hindu, there are sizeable minorities of 

Muslims, Christians, Sikhs, Buddhists, Jains, Parsees and others. India also has a large tribal 

population and is a plural society in which the sentiments of each social and religious group 

need to be respected for harmony and peaceful coexistence. Thus, most states in India have 

banned cow slaughter and the beef industry is therefore non-existent. The majority of people 

disapprove of pork consumption, maybe because of the lack of scientific management on 

swine farms. Swine reared on the streets are very unhygienic and buyers are always 

suspicious about the source of pork, so there is no organized pork industry. 

Aquaculture: 

The aquaculture industry is relatively young. Prawns and fish are grown in both fresh 

and brackish water, the latter being located mostly in the southeast and southwest coasts. 

Aquaculture feed is manufactured with highly scientific methods and modern plants that use 

new technologies and are highly efficient. Multinational companies from Thailand and 

Taiwan Province of China have invested in this business. India exports most of its 

aquaculture products. 

Horses and Pets: 

The Indian equine industry goes back more than 50 years and is considered modern, 

scientific and very well equipped in terms of every aspect of animal husbandry practices. The 

equine industry is spread across India and is restricted to horse racing. Imports of good 

genetic material are quite common in this industry. The feeding of these valuable animals is 

mostly at the farm level under the supervision of experienced people following traditional 

practices. What innovation there is tends to be closely guarded by the companies concerned.  
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The feeding of pets is however, left to the household. Some commercial preparations 

are available in the form of dog biscuits, chews, etc., but dogs are fed mostly on home-

cooked food. One of the reasons for this could be the high cost of commercial pet food.  

Feedstuffs and Ingredients in Animal Feeds: 

India is currently self-sufficient in livestock feeds and does not depend on imports. 

Instead, the country exports large quantities of solvent extracted meals, which are a major 

source of foreign exchange earnings.  

Cereals and Grains:                                                                                                                             

Maize, sorghum and bajra (a type of millet) are commonly used in animal feeds. Wheat and 

rice are mainly retained for human consumption.  

Cakes and Meals: 

Commonly used commodities of this kind are soybean, groundnut, rapeseed, sesame 

and sunflower meals in poultry feed. In cattle feed, in addition to these meals, others such as 

cottonseed and copra are used as premium ingredients. 

Feeds of Animal Origin: 

Meat-meal, fishmeal, bone-meal and dicalcium phosphate of bone origin are the 

common raw materials available for animal feeding. It is interesting to note that, with the 

exception of some bone-based dicalcium phosphate, the Indian feed industry does not use 

materials of animal origin in dairy cattle feed. This was not out of fear of any zoonotic 

problems but the result of deep-rooted beliefs that the cow is sacred and must therefore be 

vegetarian.  

Popular By-Products: 

Some by-products are very nutritious and palatable to cattle, and these products form 

the bulk of cattle feed. They include wheat bran, rice bran and oil-extracted rice bran, tapioca, 

guar meal, safflower meal, maize gluten and molasses. A special mention should be made of 

Indian cattle feed's unique use of hulls or shells, popularly known as chunis in the local 
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language. These shells come from pulses: horse gram, black gram, mung bean and pigeon 

pea. 

Minerals and Vitamins: 

Cattle feed is necessarily enriched with vitamins A and D3, and trace minerals such as 

iron, zinc, manganese, copper, cobalt and iodine. Calcium and phosphorus are also included. 

Poultry feed is enriched with all of these and all of the B complex vitamins. 

Animal Feed Commodity Production: 

Maize and Sorghum: 

Maize is one of the most important cereals used in animal feed. The annual 

production of maize is about 10.5 million tonnes; about 4 million tonnes of which are used in 

the starch industry, 4.5 million tonnes in animal feeds and 2.5 million tonnes in human 

consumption and seed production. Maize production has remained almost static in the past 

three years while demand is increasing. The major crop is during the Kharif season (June to 

October), which accounts for 90 percent of the total. The remaining 10 percent is harvested in 

the Rabi season (November to February). 

   The import of maize used to be restricted but, since April 2000, imports have been 

approved under open general license (OGL). There are, however, 15 percent duty and a grain 

inspection fee to be paid, so there is no price parity between imported and domestically 

produced maize. There is no subsidy or minimum price index for maize, and the price varies 

with the market demand. Maize cannot be exported. See Table 3 for production of maize and 

sorghum. 
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Table  3 

Production of Feed Ingredients and Solvent Meals, 1998-1999 

Spillover from previous year's production. 

Source:Government of India. 1995. Fertilizer statistics 1994-95. 

Rice Bran and Solvent-Extracted Rice Bran: 

Rice bran and solvent-extracted rice bran are by-products. India is one of the world's 

largest producers of rice, producing 87 million tonnes during 1998/99 (1.7 percent more than 

in the previous year), and India produces approximately 2.95 million tonnes of solvent-

extracted rice bran, which is regularly exported.  

Oilseed Meals: 

India produces soybean, groundnut, rapeseed, sunflower, sesame and cotton meals 

and these are used as major ingredients in animal feeds. The production of solvent meals is 

shown in Table 3. 

For animal feeds, soybean is the most frequently used oilseed meal and has 

completely replaced fishmeal in poultry feeds. Cottonseed cake and meal are often used in 

cattle feed throughout the country. Groundnut meal is less popular because of the aflatoxin 

Commodity Production Export 

 (million tonnes) (million tonnes) 

Maize 10.2 0 

Jowar 9.3 0 

Soybean meal 2.7 2.731 

Groundnut meal 0.59 0.09 

Rapeseed meal 1.05 0.92 

Sunflower meal 0.52 0.03 

Cottonseed cake 1.12 0 

Rice bran (deoiled) 2.95 0.005 
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problem. Rapeseed meal is second to soybean meal in production and second to cottonseed 

cake and meal for cattle feed. Sunflower meal is commonly used in both cattle and poultry 

feed. 

   India regularly imports edible oil and imported 4.4 million tonnes in 1998-1999. 

These imports have created problems for the country's crushers and, although India has about 

600 solvent extraction units, they are running at only 50 percent of capacity. 

Feed Standards and Specifications: 

For cattle and poultry, nutritional standards have been prepared with respect to the 

genotype, environment, and quality of available raw materials, maintenance methods, 

production and reproduction requirements, production capacity and phase of production.  

The Bureau of Indian Standards (BIS) is a central government organization that 

facilitates discussion between scientists and industry and prepares guidelines and 

specifications. Table 4 shows the BIS specifications for dairy cattle and those for poultry. 

 

 

Table 4 

BIS Standards, Dairy Feed Requirements 

Characteristic Type I (IS: 2052, 1979, 

reaffirmed 1990) 

Type II (IS: 2052, 1979, 

reaffirmed 1990) 

Moisture (maximum %) 11 11 

Crude protein (maximum %) 22 20 

Crude fat (minimum %) 3 2.5 

Crude Fibre(maximum %) 7 12 

Acid-insoluble ash (maximum 

%) 
3 4 

 

Source:Bureau of Indian Standards, New Delhi, India. 
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Feeding Practices and the Use of Compound Feed: 

In India, the term "compound feed" refers to feed that is nutritionally balanced and 

has been manufactured using the facilities of an analytical laboratory and under the 

supervision of nutritionists. There are also a large number of small-scale feed mixers who 

produce feed for local consumption. Such feed is termed "self-mixed feed" or "home-mixed 

feed". 

Cattle Feed: 

Cattle feeding practices are very traditional. Farmers choose their own ingredients and 

prepare their own formulations, believing that by these means they are able to pay more 

individual attention to their cattle. The productivity of the cattle is limited because of their 

poor genetic make-up, so high-quality compound feed (industry feed) may not necessarily 

generate a significant improvement in productivity and this has hampered growth of the cattle 

feed industry because most farmers are reluctant to use compound feed fully. Instead they 

compromise by using such feed in proportions of 5 to 60 percent, making up the balance with 

their own formulations. It is only in the case of highly productive animals that compound 

feed has been able to show its real potential and the importance of technology has been 

demonstrated. 

The share of compound cattle feed manufactured by the industry, in relation to the 

overall potential, is low for the following reasons: 

 The cattle population is fragmented and spread over large parts of the country. 

Farmers' low level of education and strong traditional beliefs mean that there is 

generally little awareness of compound cattle feed. 

 More than 50 percent of the country's total milk production comes from a very large 

number of low-yielding cows and buffaloes. A further 25 percent of milk production 

comes from buffaloes and only the remaining 25 percent of the total is produced by 

cross-bred and improved cows. 

 Industrially manufactured compound cattle feed has proved its value for cross-bred 

cows and buffaloes but not for low-yielding cattle because of their genetic limitations. 

Home-mixed feed is very frequently used for buffaloes and low-yielding cattle. 
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Poultry Feed: 

Poultry feed is divided into layer and broiler feed. In the case of layer feed, cost is the 

main constraint in using compound feed. An innovative, high-value compound feed can result 

in increased numbers of eggs, but the risks are too high because of the birds' long life cycle. 

   Compound feed has, however, made a major contribution to broiler feeding. This is an 

example of excellent coordination among instrument technology, formulations and use of 

feed additives and supplements. Cost is a less important factor because the performance 

improvements are greater than the cost increases and the birds' life cycle is short. 

   Two types of poultry feed are prepared. One is ready-made and in the form of mash 

or pellets. The second is in concentrated form for mixing with an energy source. Concentrates 

are protein sources, balanced in amino acids and containing vitamins, minerals and feed 

additives. They are mixed with energy sources such as maize, sorghum or bajra to prepare 

poultry rations.The quality assurance of compound feed. 

 The Indian feed industry employs the services of qualified nutritionists. Members of 

the industry have their own analytical laboratories and either have their own research and 

development facilities or have access to the research laboratories of agricultural universities 

or government Institutions. 

Research and Development in Animal Feed: 

Given the importance of feed ingredients, Indian scientists have worked on various 

aspects of research and development in the field of animal feeds and feeding. In the 1960s, all 

Indian raw materials were analyzed for their proximate composition, metabolizable energy 

values and deleterious factors. During the 1970s, the government sanctioned special projects 

to study the use of by-products in animal feeds.  

Various by-products were considered and their nutritional parameters studied. Indian 

scientists analyzed ingredients for their chemical values and studied their biological values, 

and this information was useful to the industry in the initial stages of growth. In the 1970s 

and 1980s subsequent research was conducted on the energy-protein and energy-amino acid 

ratios and the vitamin and mineral requirements of animals. During the next phase of 

research, the main focus was on bypass fat and bypass protein utilization in ruminants, and on 
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the role of various feed additives in enhancing milk, egg and broiler meat production. 

Research and development work has been conducted on least-cost formulations and usage of 

synthetic amino acids.  

The Feed Industry and CLFMA: 

CLFMA was formed in June 1967 as an association of feed manufacturers and 

associated industries such as ingredient suppliers, importers, feed additive manufacturers, 

consultants, hatcheries and milk cooperatives and feed machinery manufacturers. The 

objectives of CLFMA are to promote the concept of nutritionally balanced compound feed; to 

promote, assist, organize and coordinate scientific research in the field of animal nutrition; to 

conduct, assign, sponsor or co-sponsor surveys and studies; to collect, classify and circulate 

information related to animal feed to its members and government; to offer suggestions to 

government in formulating policies; and to impart training to livestock farmers, feed mill 

personnel, veterinarians, students and others. 

Issues inthe Animal Feed Industry: 

Standardization and Regulation of Animal Feed Manufacturers: 

As already mentioned, BIS has produced guideline feed standards and the industry 

also has its own guidelines. Currently there is no compulsion to use BIS standards, but the 

central government has been advising states to introduce their own regulatory standards. The 

industry, however, is resisting this move. One of the major reasons for opposition is that the 

government wants to legislate regulation under the Essential Commodities Act 1955 which is 

considered draconian and totally inappropriate in this context.  

   There is no shortage of compound animal feeds anywhere in the country. In fact, the 

organized sector of the compound feed industry is facing serious problems resulting from a 

huge idle capacity, to the extent of 50 percent or more. New capacities are being added by 

global players in the feed business and by national as well as multinational integrators. The 

nature of animal feeds and the animal feed industry has completely changed. 
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Increasingly, products, including new products, are being excluded from the purview 

of the Essential Commodities Act 1955. Major raw materials for compound animal feeds, 

such as groundnut, soybean, rapeseed and sunflower meals and cottonseed and rice bran 

extract, which are exported, are not covered by the Act. There is therefore no reason for it to 

cover the animal feed manufactured with these raw materials.  

The future of the Indian feed Industry – winds of change: 

 At the beginning of the twenty-first century, India has a population of 1 billion 

people. Although the annual growth rate has slowed from 2 to 1.8 percent, the base is so 

broad that changes in population dynamics are not perceptible. The population may stabilize 

by sometime between 2030 and 2040 if all sections of society support family planning 

wholeheartedly. The purchasing power of the middle class is growing (the middle class 

accounts for approximately 300 million people) and food habits are also changing. 

The Indian economy is growing at the rate of 6 to 8 percent per annum. The livestock 

industry in India is the second largest contributor to gross domestic product (GDP), after 

agriculture, and accounts for 9 percent of the total. Consumption is likely to increase as 

follows: per capita milk from 240 to 450g per year, per capita eggs from 40 to 100 per year; 

and per capita broiler meat from 1000 to 2000g per year. 
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CHAPTER III  

 COMPANY PROFILE 

 

 

 

 

 

 

 

 

 

 



 

Company Profile: 

M/s Kwality Feeds Ltd is established in the year 1993 with the objective of becoming 

preferred aqua feed supplier to the developing aquaculture industry in India. In the year 2005 

it has revolutionized the Indian aquaculture by introducing high performance extruded 

floating fish feeds.  

 

HISTORY: 

 M/s Kwality Feeds Limited is situated at ramanapudi village Gudivada town in 

Krishna District State of Andhra Pradesh. It is connected by vizag and Hyderabad rail route 

Gudivada is 375 KM from Visakhapatnam, and 350 KM from Hyderabad. In 1993 the 

company constructed in Gudivada. It would facilitate for the development of rural areas. It 

was incorporated as a private limited company in 1993. In March 1996 it converted to public 

limited under the control of Sri.KogantiVenkata Gopal Krishna and Sri. KogantiAnjaneyulu. 

The company undergone a number of difficulties for about three years. There by no profit to 

company and no reemployment to company. After 2001-02 the company going for the 

production of aqua feeds because of aqua production the company slowly getting profits. 

 Now the company under the control of Government of India, commerce department, 

communication department, ward transport railway board and ministry of transport 

department. That’s why it is called as public limited. 

Our Mission: To provide healthy and sustainable growth for customers by creating 

innovative feed solutions to develop aquaculture. 
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Our Values: 

Respect 

We act with integrity based on mutual trust and recognize the inherent value of all 

people and the environment. 

Courage 

We like challenges and take measured risks. We drive change and improvement. We 

strive for being winners. 

Innovation 

We seek opportunities and strive for innovative business solutions internally and 

externally on behalf of our customers. 

Execution 

Based on skills and insights we act and get things done. We value personal 

responsibility and initiative. 

Openness 

We work with others in an open and inclusive way. We are reliable and trust worthy. 

We work and act global. 

Products 

M/s Kwality Feeds brings a new generation of efficient Floating Fish feeds which 

help achieve the best possible total economic performance in your fish farm. Our concept 

optimizes the feed to a targeted performance in terms of Feed Conversion Ratio and Growth 

Rate without depending on particular raw materials.  

It supplies the digestible energy needed for maintenance and the targeted growth 

performance at each stage in the fish life cycle. It delivers an adequate amount of digestible 

proteins with the right amino-acid profile in order to enable the fish to fully utilize its growth 

potential. It provides the vitamins, minerals, and other micronutrients necessary for growth 

and development. Utilizing advanced optimization tools and the results through research and 

trials our team of product developers can efficiently match the nutritional requirements of the 

fish at each individual growth stage. 
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Feed Composition 

Resources 

 Water Quality in Fresh Water Aquaculture. 

 Feeding Program for Pangasius. 

 Feeding Program for White Fish. 

Quality Policy: 

 We all us at M/s KWALITY FEEDS LIMITED., shall consistently endeavor to give 

utmost satisfaction to our customers in all spheres of our business activities by achieving 

the highest standard quality.  

 We are committed to make continuous efforts to upgrade our manufacturing techniques, 

continually improve effectiveness of our quality management system and enhance 

performance of employees by providing need based training and motivating them to work 

as a team. 

Research and Development 

 To maintain the quality and competitiveness in technology and in-house Research and 

development was started by M/s KWALITY Feeds and Industries private limited early in 

1970. This is manned by qualified and experience engineers and technologists. 

  Recently a few projects like ‘Crop- Weather Relationship in’- “Application of computer 

technology in the development and procurement procedures in the cultivation” has been 

taken up under Research and Development project. 

 

 

Product 

Code 

Protein% 

(min) 

Fat % (min) Fibre % 

(min) 

Moisture % 

(max) 

Energy 

(Kcal) 

203 20 3 7 11 2300 

243 24 3 7 11 2500 

283 28 3 6 11 2800 

304 30 4 6 11 3000 

326 32 6 6 11 3400 
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Organizational Structure of M/s Kwality Feeds Limited 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Chairman & Managing Director : Mr. K. Anjaneyulu. 

Executive Director   : Mr. K. Samba Siva Rao. 

Director    : Mr. K. Siva Krishna. 

 

 

Chairman & Managing Director 

Executive Director 

Director 

HR &AdministrationDept. 

Front Office Executive 

General Administration 
Supervisor 

Finance & Accounts Dept. 

Supervisor-Production Sr.Executive - Accts 

Production Dept. 
Manager –Fin& Accts 

Executive - Accts 

Sr. Assistant - Accts 

Trainee- Accts 

Assistant - Accts 

Manager-Production 

Jr.Supervisor-Production 

Sr.Operator-Production 

Operator - Production 

Asst Operator - Production 

Helper - Production 
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Awards of M/s  Kwality Feeds Limited: 

2008-09:- Awards 

During the year under review, your company had received awards in respect of outstanding 

performance in industrial safety for following. 

 Winner of lowest frequency rate of accidents in industry under scheme I. 

 Winner of lowest Accident – free period under scheme II. 

 Winner of lowest frequency rate of accidents in industry – Distillery under scheme VII. 

 Winner of lowest Accident – free period - Distillery under scheme VIII. 

2007-08 Awards 

During the year under review your company had received awards for the following: 

 Performance awarded 1st prize among all the feed industry by National council of Energy 

conservation for outstanding performance in Implementation of energy conservation 

measures for the year 2007. 

 Outstanding performance in industry safety for the year 2006. 

 Winner under scheme I – National safety awards – for lowest average frequency rate in 

industry (feed factory) for the year 2006. 

 Runner award scheme II - National safety awards – for lowest average frequency rate in 

industry. 

 2007 runner award under scheme III - National safety awards – for lowest average 

frequency rate in industry. 

 2007 runner award under scheme IV - National safety awards – for longest accident free 

year. 

 Winner under scheme VII - National safety awards – for lowest average frequency rate in 

industry (Distillery). 

 Winner under scheme VIII - National safety Awards for lowest accident free period 

(Distillery).  
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Financial Profile: 

 The achievements of the company can be judged from its financial performance. The 

company with an equity share capital of Rs. 7 lakhs in 1943. Now its share capital is Rs. 

1133.85 lakhs and Reserves and Surplus is Rs. 14546.49 lakhs. The profit of the company to 

the exchequer by way of central and state excise duties collected on Feed, Alcohol etc., 

Dividends are maintained at a level of 50% for the past 5 years. 

 The Factory pays different taxes like excise duty, purchase tax and income tax. The 

amount is more or less 20% of total sales of the firm. This implies that the firm helps in 

national development. Excise duty is the primary sources of the Indian government. It implies 

that the feed industry is essential for the smooth running of Indian Economy. 

 

Year Share Capital Reserves & Surplus Profit after Tax Dividend % 

2001-02 1133.85 6772.82 1368.16 25 

2002-03 1133.85 5384.94 340.19 25 

2003-04 1133.85 4962.81 -422.13 -- 

2004-05 1133.85 6554.81 1911.78 25 

2005-06 1133.85 9012.45 4065.21 100 

2006-07 1133.85 12784.19 5711.05 150 

2007-08 1133.85 14475.97 2355.05 50 

2008-09 1133.85 14342.19 710.97 50 

2009-10 1133.85 14546.49 1132.73 70 

2010-11 1133.85 15925.95 2374.36 75 

  Source: Annual reports, KWALITY S & IC ltd. 

 High value of by-products for downstream industries. 

 Huge potential to increase the productivity of feed recovery rate. 

 Technology up gradation, new advanced technology available for the product utilization. 
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Theoretical Framework: 

Financial statements provide rich information about the operational results of a 

business unit and much can be learnt from a careful examination of these statements. A 

forecast of future earnings of business can also prepared based on the analysis and 

interpretation of financial statement. 

Financial statements as used in corporate business houses, refers to a set of reports 

and schedules, which an accountant prepared at the end of the period of time for a business 

enterprise. The financial statements are the means with help of which the accounting system 

performs its main function of providing summarized information about the financial affairs of 

the business. These statements comprise balance sheet or position statement and profit and 

loss account or income statement. In India every company has the present its financial 

statements in the form and contents as prescribed under section 211 of the companies’ act 

1956. 

According to Myers financial statement analysis is largely a study of relationship 

among the various financial factors in a business as disclosed by a single set to statements 

and a study of the trends of these factors as shown in a series of statements. 

Financial analysis statements: 

It is a process of identifying the financial strengths and weaknesses of a firm from the 

available accounting data and financial statement. The analysis is done by properly 

establishing the relationship between the items of balance sheet and profit and loss account. 

According to "Smith and Ashburn” financial statement are the end products of 

financial accounting prepared by the accountant that purpose to reveal the financial position 

of the enterprise, the result of its activities and an analysis of what has been done with the 

earnings. 

Importance of Financial Statements 

The most important objective of financial statement is to present information for the use of 

different categories of persons as mentioned below: 
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1. The management:  The business of modern business and the multiplicity of factors 

affecting the business operations call for an increasingly scientific and analytical approach in 

the management of such businesses. This is possible only when up-to-date, accurate and 

systematic financial records are available to the management team. Financial accounts and 

statements are of a very great help in understanding the progress, position and prospects of 

the business.  

2. The public: Business is social entity. Various groups of the society, though not directly 

connected with business, are interested in the progress, position and prospects of a business 

enterprise. These groups’ financial analysts, lawyers, trade association, labor union, financial 

press, students and teachers. It is only through the published financial statements that these 

people can analyze, judge and comment upon the business enterprise. It should be noted that 

these financial statements are available to the public in case of joint stock companies. 

3. The shareholders and lenders: The financial statement serves as a useful guide for the 

shareholders and probable shareholders, the suppliers, and the lenders and probable lenders of 

the company. It is a critical examination of the financial statements that these groups can 

come to know about the efficiency and effectiveness of the management and position, 

progress and prospects of the company. 

 4. The labor and trade unions: In India workers are entitled to bonus under the payment of 

Bonus act, depending upon the size of the profit as disclosed by audited profit and loss 

account. Thus, the profit and loss account becomes greatly important to the workers. In wage 

negotiations also the size of profits and the profitability achieved are generally relevant. 

Methods of analyzing financial statements: 

The analysis of financial statements consists of a study of relationship and trends to 

determine whether or not the financial position and results of operations as well as the 

financial progress of the company are satisfactory or unsatisfactory. The analytical methods 

or devices listed below are used to ascertain or measure the relationships among the financial 

statements items of a single set of statements and the changes that have taken place in these 

items are reflected in successive financial statements. The fundamental objective of any 

analytical method is to simplify or reduce the data under review to more understandable 

terms. 
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Analytical methods and devices used in analyzing financial statements are as follows:  

1. Comparative Statements. 

2. Common size Statements. 

3. Trend Ratios. 

4. Ratio Analysis. 

5. Cash Flow Statements. 

6. Funds Flow Statements. 

Objectives of ratio analysis: 

Following are the objectives of ratio analysis: 

 To simplify accounting figures. 

 To facilitate analysis of financial statements. 

 To analyze the operational efficiency of a business. 

 To help in budgeting and forecasting. 

 To facilitate intra firm and inter firm comparison of performance. 

Advantages of Ratio Analysis: 

The various advantages of ratio analysis are given below: 

1. It becomes easier to analysis. 

(a) Liquidity (b) Solvency (c) Profitability (d) Efficiency 

2. It helps the management in evolution of the present health and the future planning can 

be based on the parameters. 

3. The efficient with which the firm is utilizing its various assets in generating sales 

revenue. 

4. The ratio analysis helps in decision- making process. 

5. The ratio analysis is also helps in security analysis. 
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Limitations of Ratio Analysis: 

 The various limitations of ratio analysis are given below: 

 A single ratio does not cover much of sense. To make better interpretation a number 

of ratios have to calculated, which is likely to confuse the analyst for interpretation. 

 Financial statements can be easily windows dressed their figures. As a result the 

correct picture cannot be drawn up by the ratio analysis, although certain structural 

defects can be detected. 

 Comparison between two variables proves worth provide basis of  

o Valuation identical. 

o Ratios are computed on the basis of past result. It does help properly to predict 

future, to prepare budgets and estimates. 

Purpose of Ratio Analysis: 

1] To identify aspects of a business’s performance to aid decision making. 

2] Quantitative process - may need to be supplemented by qualitative Factors to get a 

complete picture. 

3] 5 main areas:-  

 Liquidity - the ability of the firm to pay its way. 

 Investment/shareholders - information to enable decisions to be made on the 

extent of the risk and the earning potential of a business investment. 

 Gearing – information on the relationship between the exposures of the business 

to loans as opposed to share capital. 

 Profitability – how effective the firm is at generating profits given sales and or its 

capital assets. 

 Financial – the rate at which the company sells its stock and the efficiency with 

which it uses its assets. 
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Role of Ratio Analysis: 

 It is true that the technique of ratio analysis is not a creative technique in the sense 

that it uses the same figure & information, which is already appearing in the financial 

statement. At the same time, it is true that what can be achieved by the technique of ratio 

analysis cannot be achieved by the mere preparation of financial statement.  

Ratio analysis helps to appraise the firm in terms of their profitability & efficiency of 

performance, either individually or in relation to those of other firms in the same industry.   

Type of Ratios: 

Ratios can be grouped into various classes, according to financial activity or function 

to be evaluated as stated earlier. The parties interested in financial analysis are short-term and 

long- term creditors, owners and Management. 

Short-term creditors main interest is in the liquidity position are short-term solvency of the 

firm. Long-term creditors are other hand is more interest in the long term solvency and 

profitability of the firm.  

Classification of the Ratios: 

They are different parties interested in the ratio analysis for knowing the financial position of 

the firm for different purposes. In view of various users of ratios, there many types, which 

can be calculated from the information given in the financial statements. The particular 

purpose of the user determines the particular ratios that might be used for financial analysis. 

Traditional classifications: 

 Balance sheet ratios: 

If the ratios are based on the figures of balance sheet, they are called balance 

sheet Ratios. It deals with the relationship between two balance sheet items. 

 Profit and loss account or Revenue / Income statement ratios: 

Ratio based on the figures from the revenue statement is called revenue 

statement ratios. These ratios study the relationship between the profitability and the 

sales of the concern.  

31 



These ratios deals with the relationship between two profit and loss account 

items. The items should belong to the same profit and loss account. 

 Composite or Mixed ratios: 

These ratios indicate the relationship between two items, of which one is and 

in the balance sheet and other in revenue statement. 

Functional classification: 

 Liquidity ratios: 

These are the ratios which measure the short term solvency or financial 

position of a firm. These ratios are calculated to comment upon the short-term paying 

capacity of a concern or the firm's ability to meet its current obligations. 

 Long term solvency and leverage ratios: 

These ratios convey a firm's ability to meet the interest costs and payments 

schedules of its long-term obligations. These ratios measure the contribution of 

financing by owners as compared to financing by outsiders. 

 Activity ratios: 

These ratios are calculated to measure the efficiency with which the resources 

of a firm have been employed. These ratios are also called turnover ratios, because 

they indicated the speed with which assets are being turned over into sales. 

 Profitability ratios: 

These ratios measure the results of business operations or overall performance 

and effectiveness of the firm. 

The information collected from different sources is tabulated and analyzed with help 

of all financial ratios. 

 

1) Liquidity ratio 

2) Leverage ratio 

3) Activity (or) turnover ratio 

4) Profitability ratio. 
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 Liquidity ratio 

i. Current ratio 

ii. Quick ratio 

iii. Cash ratio  

iv. Net working capital ratio  

 Leverage ratio: 

i. Debt ratio 

ii. Debt equity ratio 

iii. Capital employed to net worth ratio  

iv. Interest coverage ratio  

 Turnover ratio: 

i. Inventory turnover ratio 

ii. Debtors turnover ratio  

iii. Creditors turnover ratio 

iv. Fixed asset turnover ratio  

v. Total assets  turnover ratio  

 Profitability ratio 

i. Gross profit ratio  

ii. Net profit ratio  

iii. Return on equity ratio  

iv. Selling and distribution expenses ratio  

v. Return on capital employed ratio 

Similarly owners concentrate on the firm's profitability and financial conditions. 

Management is interested in evaluating every aspect of the firm performance. They have to 

protect the interest of all parties and see that the firm grows profitably. 

In view of the requirements of the various usages of ratios we may clarify them into the 

following for important categories. 

 Liquidity Ratios  

 Leverage Ratios  

 

33 



 

 Activity Ratios  

 Profitability Ratios 

A. Liquidity Ratios 

Liquidity Ratios measure the firm's ability to meet its current obligations. We analyze 

the liquidity needs by the preparation of cash budgets, cash and funds flow statements, but we 

can calculate liquidity ratios, by establishing a relationship between cash and other current 

assets to current obligations, provide a quick measure of liquidity. A firm should ensure that 

it does not suffer from the lack of liquidity and that it does not have excess liquidity. There 

should be a proper balance between high liquidity and lack of liquidity. To measure the 

liquidity of a firm. 

The following ratios are calculated the most common ratios which indicate the extent of 

liquidity or lack of it. 

i. Current ratio  
ii. Quick ratio 

iii. Cash ratio  
iv. Net working capital ratio  

(i)  Current Ratio: 

It may be defined as the relationship between current assets and current liabilities. 

This ratio is known as working capital ratio. It is a measure of general liquidity and is most 

widely used to make the analysis of a short-term financial position or liquidity of a firm. It is 

calculated by dividing the total of current assets by total of current liabilities. Thus,  

    Current assets 

Current liabilities 

Current assets include cash and those assets which can be easily converted into cash 

within a short period of time generally, one year, such as marketable securities, bills 

receivable etc., current liabilities are those obligations which are payable within a short 

period of generally one year and include outstanding expenses, bills payable etc. 

Current Ratio: 
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A current ratio of 2:1 is considered as ideal. If current ratio is less than 2, it indicates 

that the business does not enjoy adequate liquidity. However, a high current ratio of more 

than 3 indicates that the firm is having funds and has not invested them properly. 

 

Components of Current Ratio 

Current Assets Current Liabilities 

1. Cash in hand 1. Outstanding expenses 

2. Cash at Bank 2. Bills payable 

3. Marketable securities(Short-term) 3. Sundry creditors 

4. Short-term investments 4. Short-term advances 

5. Bills receivable 5. Income tax payable 

6. Sundry debtors 6. Dividends payable 

7. Inventories 7. Bank overdraft 

8. Work-in-process   

9. Pre-paid expenses   

 

A high current ratio may not be favorable due to the following reasons: 

(i) There may not be slow moving stocks. 

(ii) The figures of debtors may go up because debt collection is not satisfactory. 

(iii) The cash or Bank balances may be lying idle because of insufficient investment 

opportunities. 
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(ii) Quick Ratio: 

It is also known as acid test or liquid ratio is more rigorous test of liquidity than the 

current ratio. Quick ratio may be defined as the relationship between the quick / liquid assets 

and current /liquid liabilities. An asset is said to be liquid if it can be converted into cash 

within a short period without loss of value. Inventories cannot be termed to be liquid assets 

because they cannot be converted into cash immediately. 

     Quick assets 

    Current liabilities 

 

Quick Assets Current Liabilities 

1. Cash in hand 1. Outstanding expenses 

2. Cash at Bank 2. Bills payable 

3. Bills receivable 3. Sundry creditors 

4. Sundry debtors 4. Short term advances 

5. Temporary investments 5. Income tax payable 

  6. Dividends payable 

  7. Bank overdraft 

A quick ratio of 1 is considered as ideal. A quick ratio of less than 1 is indicative of 

inadequate liquidity of the business. A very high quick ratio is also not advisable. 

(iii) Absolute liquid Ratio: 

Cash is the most liquid asset, a financial analyst may examine cash ratio and its 

equivalent to current liabilities. Trade investment and marketable securities are equivalent of 

cash.  

 

Quick or acid test ratio: 
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Cash + Bank balances 

  Current liabilities 

(iv)Net Working Capital Ratio: 

The difference between current assets and current liabilities excluding short term bank 

borrowings is called net working capital (NWC) or net current assets (NCA). NWC is 

sometimes used as a measure of a firm's liquidity. It is considered that, between two firms, 

the one having the larger NWC has the greater ability to meet its current obligations. This is 

not necessarily so, the measure of liquidity is a relationship, rather than the current liabilities. 

Net working capital 

Net assets 

Net working capital = Current assets- Current Liabilities 

Net assets = Fixed assets + (Current assets- Current Liabilities) 

B. Leverage Ratio 

The short term creditors like bankers and suppliers of raw material are more 

concerned with the firm's current debt paying ability. On the other hand long-term creditors 

like debenture holders, financial institutions etc. are more concerned with the firms long-term 

financial strengths in fact a firm should have a strong short-term as well as long-term 

financial position of the firm like financial leverage or capital structure are also calculated 

their ratios indicated mix of fund provided by owners and lenders. 

i. Debt equity ratio 

ii. Capital employed to net worth ratio  

iii. Interest coverage ratio 

(i) Debt Equity Ratio: 

It reflects the relative claims of creditors and shareholders against the assets of the business. 

Debt, usually, refers to long term debt. Equity includes equity and preference share capital 

and reserves. 

 

Absolute liquid Ratio: 

NWC Ratio:  
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    Long term debt 

Shareholders’ funds 

Shareholder funds = Equity + General reserve + Dividend reserve + Net profit  

A debt equity ratio of 2:1 is considered ideal. A firm with a debt equity ratio of 2 or less 

exposes its creditors to relatively lesser risk. A firm with a high debt equity ratio exposes its 

creditors to greater risk. 

(ii) Capital Employed to Net worth Ratio: 

It express how much funds are being contributed together by lenders and owners for 

each rupee of the owners, contribution. This can be finding out by dividing capital employed 

by net worth. 

     Capital employed 

      Net Worth 

Capital employed= Fixed assets+ Net working capital 

Net Worth = Shareholder funds 

(iii)  Interest Coverage Ratio: 

It indicates the ability of a firm to meet its interest obligation. It used to test the firm's 

debt servicing capacity. 

           EBIT 

          Interest 

EBIT = Earnings before interest and taxes 

EBIT= Net profit + Interest + Taxes 

 

 

Capital Employed to Net Worth Ratio:               

Interest Coverage Ratio: 

Debt-Equity Ratio: 
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C. Activity Ratios (or) Turnover Ratio 

Turnover ratios, also referred to as activity ratios or asset management ratios, measure 

how efficiently the assets are employed by a firm. These ratios are based on the relationship 

between the level of activity, represented by sales or cost of goods sold, and levels of various 

assets. The important turnover ratios are:  inventory turnover, average collection period, 

receivables turnover, fixed assets turnover and total assets turnover. 

i. Inventory turnover ratio 

ii. Debtors turnover ratio  

iii. Creditors turnover ratio 

iv. Fixed asset turnover ratio  

v. Total assets  turnover ratio  

 

(i) Inventory Turnover Ratio: 

Stock turnover ratio indicates the number of times the stock has turned over into sales 

in a year. 

     Cost of goods sold 

    Average stock 

Cost of goods sold = Sales- Gross profit  

(Or) 

Cost of goods sold = Opening stock+ Purchases - Closing stock  

Average stock = Opening stock + Closing stock /2 

In case, information regarding cost of goods sold is not known, sales may be taken in 

the numeration. Similarly, if average stock can't be calculated, closing stock conversion 

period. It is calculated as number of effective days in a year divided by number of days in a 

year. 

 

  Inventory turnover ratio: 
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A stock turnover ratio of '8' is considered ideal. A high stock turnover ratio indicates 

that the stocks are fast moving and get converted into sale quickly. However, it may also be 

on account of bolding low amount of stocks and replenishing stocks in larger number in 

statements. 

(ii) Debtors Turnover Ratio:  

Debtor’s turnover ratio expresses the relationship between debtors and sales. It is 

calculated as 

Cost of goods sold 

 Average debtors 

Net credit sales imply credit sales after adjusting for sales returns. In case information 

on credit sales is not available,' sales' can be taken in the numeration. 

Debtors include bills receivable. Debtors should be taken at Gross value, without 

adjusting for provision for bad debts. In case, average debtors can't be found, closing balance 

of debtors should be taken in the denomination. 

Debtor's turnover ratio can also be expressed in terms of number of days it taken for 

the debtors to get converted into cash. It is called debt collection period. The debt collection 

period is calculated as number of days in a year divided by credit sales. 

A high debtor's turnover ratio or a low. Debtor's turnover ratio or a low debt 

collection period is indicative of a sound credit management policy. A debtor's turnover ratio 

of 10-12 and a debt collection period of 30-60 days are considered ideal. 

Debtors turnover indicates the number of times debtors turnover each year. Generally, 

the higher the value of debtor's turnover, the more efficient is the management of the credit.  

Debtor collection period ratio 

The average numbers of days for which books debt remain outstanding is called the average 

collection period. 

Debtor collection period ratio:365 days/ Average Debtors 

 

Debtors Turnover Ratio: 

Debtor's turnover ratio: 
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(iii) Creditors Turnover Ratio: 

This ratio is also known as accounts payable or creditor’s velocity. It indicates the number of 

times the payable rotate in a year. The term accounts payable includes sundry creditors and 

bills payable. 

     Net credit purchase 

Average Accounts payable 

 Net credit purchases = Credit purchases - Purchase returns 

Credit turnover ratio can also be expressed in terms of days taken by the business to 

pay off its debts. It is termed as 'Debt payment period'.  

Debt payment period = Days or months in a year/ Creditors turnover ratio 

(iv) Fixed Assets Turnover Ratio: 

By this ratio we can identified the efficiency of utilizing the fixed assets in the firm 

separately to generate the sales. The ratio is defined as  

    Net sales 

Net fixed assets 

 

 (v) Total Assets Turnover Ratio:  

This ratio shows the firm's ability in generating sales from all financial resources 

committed to total assets. 

  Net Sales 

Total Assets 

 

 

Creditors Turnover Ratio: 
Ratio: 

Fixed Assets Turnover Ratio: 

Total Assets Turnover Ratio: 
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D. Profitability Ratios 

Profitability reflects the final result of business operations. There are two types of 

profitability ratios: profit margins ratios and rate of return ratios. Profit margins ratio show 

the relationship between profit and sales. The two popular profit margin ratios are:  gross 

profit margin ratio and net profit margin ratio. Rate of return ratios select the relationship 

between profit and investment the important rate of return measures are: return on total 

assets, earning power, and return on equity. Generally, there are two types of profitability 

ratios. 

  Profitability in relation to sales. 

  Profitability in relation to investment. 

The profitability ratios are 

i. Gross profit ratio  
ii. Net profit ratio  

iii. Return on equity ratio  
iv. Selling and distribution expenses ratio 
v. Return on capital employed ratio 

(i) Gross Profit Ratio:  

It is calculated by dividing the gross profit by sales. 

  Gross profit 

  Total assets        

A firm should have reasonable gross margin to ensure adequate coverage for operating 

expenses of the firm and sufficient return to the owners of business, which is reflected in the 

net profit margin. 

 

(ii) Net Profit Ratio: 

Net profit is obtained when operating expenses, interest and taxes are subtracted from 

the gross profit. This ratio indicates the management's efficiency in manufacturing, 

Gross Profit Ratio: X 100 
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administrating and selling the products. This ratio is the overall measure of the firm's ability 

to turn each rupee into net profit. 

Net profit 

   Sales  

This ratio provides a good opportunity to compare a company's "return on sales" with 

the performance of other companies. That's why it is calculated after income tax because tax 

and tax liabilities varying from company to company.  

(iii) Return on Equity Ratio:  

This ratio indicates how well the firm has used the resources of owners. And also 

gives the shareholders and idea. If the return of the funds as well as useful for inter-firm and 

industry comparisons. 

Profit after tax 

   Net worth 

 (iv) Selling and Distribution Expenses Ratio: 

The selling and distribution expenses are made after completion of production then 

starts, at the time of production selling. 

Selling & Distribution Expenses 

                 Net Sales 

 

 

 

 

 

 

 

Net Profit Ratio: X 100 

ROE: 

Selling and Distribution Expenses Ratio: X 100 
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5.1 Current Ratio: 

It may be defined as the relationship between current assets and current liabilities. 

This ratio is known as working capital ratio. It is a measure of general liquidity and is most 

widely used to make the analysis of a short-term financial position or liquidity of a firm. It is 

calculated by dividing the total of current assets by total of current liabilities. Thus,  

    Current assets 

Current liabilities 

Table 5.1 Current Ratio: 

Year Current Assets Current Liabilities Current Ratio 

2014-2015 215153909 171944885 1.25 

2015-2016 195580654.3 172839158.5 1.13 

2016-2017 324842591 333247494 0.97 

2017-2018 318435444 260812652 1.22 

2018-2019 347382711 210410801 1.65 

 

 

Interpretation: 

Current ratio of 2:1 is considered as satisfactory for a firm. The current ratio of the 

company increased from1.25 to 1.65 in the financial year 2014-2015 to 2018-2019. The 

company maintains below the standard current ratio because the current liabilities of the 

company is more than its current assets. 
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5.2 Quick Ratio: 

 Quick ratio is calculated by dividing liquid current assets by total current liabilities. 

Liquid current assets include cash, marketable securities and receivables. 

     Quick assets 

    Current liabilities 

Where, quick assets = Current assets-Inventories-Prepaid expenses 

Table 5.2 Quick Ratio: 

Year Quick Assets Current Liabilities Quick Ratio 

2014-2015 179118680 171944885 1.04 

2015-2016 140063339.3 172839158.5 0.81 

2016-2017 278982234 333247494 0.83 

2017-2018 261897805 260812652 1 

2018-2019 279112629 210410801 1.32 

 

 

Interpretation: 

The standard quick ratio is 1:1.By comparing the financial year 2014-2015 and 2018-

2019, the quick ratio of the company is increasing and it is above the standard ratio. The 

Current assets are more than current liabilities in the financial year 2018 – 2019.  
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5.3 Debt - Equity Ratio: 

It reflects the relative claims of creditors and shareholders against the assets of the 

business. Debt, usually, refers to long term debt. Equity includes equity and preference share 

capital and reserves. 

    Long term debt 

Shareholders’ funds 

Shareholder funds = Equity + General reserve + Dividend reserve + Net profit  

A debt equity ratio of 2:1 is considered ideal. 

Table 5.3 Debt - Equity Ratio: 

Year Long term debt Shareholder funds Debt - Equity Ratio 

2014-2015 13802140 178505977 0.07 

2015-2016 105571828 254252962 0.41 

2016-2017 88820457 269351044 0.32 

2017-2018 141222791 277296997 0.5 

2018-2019 193823923 278263219 0.69 

 

 

Interpretation: 

The standard debt - equity ratio is 2:1. When compared from financial year 2014-2015 

to 2018-2019 the debt to equity ratio is increased from 0.07 to 0.69. Lower debt to equity 

ratio is considered less risky to creditors and investors of the company. 
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5.4 Fixed Assets Turnover Ratio: 

Fixed assets turnover ratio is an activity ratio which measures how efficiently a 

company is generating revenues using its fixed assets.The ratio is defined as  

 Sales 

Net fixed assets 

Net fixed assets = Fixed Assets – Depreciation. 

Table 5.4 Fixed Assets Turnover Ratio: 

Year Sales Net Fixed Assets Fixed Assets Turnover Ratio 

2014-2015 527416898 127997180 4.12 

2015-2016 463350195 313096840 1.47 

2016-2017 764936095 335786194 2.27 

2017-2018 624668882 327088393 1.9 

2018-2019 886332308 300136289 2.95 

 

 

 

Interpretation: 

   A ratio is around 5 is considered ideal. By comparing financial year 2014 – 2015 to 

2015 – 2016,the fixed assets turnover ratio decreased from4.12 to 1.47 and later it has 

increased to 2.95 in the financial year 2018 – 2019. The Company is having low ratio which 

indicates its inefficiency or underutilization of fixed assets. 
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5.5 Working Capital Turnover Ratio: 

The working capital turnover ratio measures how well a company is utilizing its working 

capital to support a given level of sales. Working capital is current assets minus current 

liabilities. 

Sales 

      Working Capital 

Working Capital = Current assets – Current liabilities. 

Table 5.5 Working Capital Turnover Ratio: 

Year Sales Working Capital Working Capital Turnover Ratio 
2014-2015 527416898 43209024 12.2 

2015-2016 463350195 22741495.8 20.37 

2016-2017 764936095 156971910 4.87 

2017-2018 624668882 57622792 10.84 

2018-2019 886332308 136971910 6.47 

 

 

Interpretation: 

Working capital turnover ratio when compared from financial year 2014-2015 to 

2018-2019 the working capital ratio is decreased from 12.2 to 6.47. The company has 

positive working capital turnover ratio which reflects the effective working capital 

management. 
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5.6 Inventory Turnover Ratio: 

Stock turnover ratio indicates the number of times the stock has turned over into sales in a 

year. 

     Cost of goods sold 

    Average stock 

Cost of goods sold = Opening stock+ Purchases - Closing stock  

Average stock = Opening stock + Closing stock /2 

Table 5.6 Inventory Turnover Ratio: 

Year Cost of goods sold Average Stock Inventory TurnoverRatio 

2014-2015 438668613 54842520.5 7.99 

2015-2016 380587436 45776272 8.31 

2016-2017 602349751 50688836 11.88 

2017-2018 444918603 51198998 8.68 

2018-2019 724667550 62403858 11.61 

 

 

Interpretation: 

 The inventory turnover ratio of the company has increased from 7.99 to 11.61 in 

the financial year 2014 – 2015 to 2018 – 2019. As the ratio is high it shows efficiency of the 

company. The higher inventory turnover ratios are considered a positive indicator of effective 

inventory management. 
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  Inventory turnover ratio: 
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 5.7 Return on Assets (ROA) Ratio: 

Return on assets (ROA) is profitability ratio which measures how effectively a 

business has used its assets to generate profit. It is calculated by dividing net income for the 

period by the average total assets. 

Annual net income 

Average Total Assets 

Table 5.7 Return on Assets (ROA) Ratio: 

Year Annual Net Income Average Total Assets Return on Assets Ratio 
2014-2015 527416898 384146562 1.37% 

2015-2016 463350195 448458475 1.03% 

2016-2017 764936095 612041471 1.24% 

2017-2018 624668882 685375717 0.91% 

2018-2019 886332308 680915191 1.30% 

 

 

 

Interpretation: 

The standard ratio for return on assets is 5% but the company is having low 

percentage of return on assets ratio when compared from financial year 2014-2015 and 2018-

2019 the return on assets is decreased from 1.37 to 1.30. 
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5.8 Interest Coverage Ratio:  

It indicates the ability of a firm to meet its interest obligation. It used to test the firm's 

debt servicing capacity.                                                        

           Profit before interest and Tax 

            Fixed Interest charges 

Table 5.8 Interest Coverage Ratio: 

Year Profit before interest and 
Tax 

Fixed Interest 
Charges 

Interest Coverage 
Ratio 

2014-2015 19878669 8865167 2.24 

2015-2016 6214732 7848404 0.79 

2016-2017 18850968 20537482 0.91 

2017-2018 11032835 17486759 0.63 

2018-2019 6448880 14790673 0.43 

 

 

 

Interpretation: 

 An interest coverage ratio is around 6 is considerable ideal.By comparing the 

financial year 2014 – 2015 to 2015 – 2016,theinterest coverage ratio decreased from2.24 to 

0.79 and later it has decreased to 0.43 in the financial year 2018 – 2019, because the earnings 

before interest and taxes of the company less than the interest. 
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5.9 Gross Profit Ratio: 

This ratio shows that the margin left after meeting manufacturing costs. It measures the 

efficiency of production as well as pricing. It is calculated by dividing the gross profit by 

sales. 

  Gross profit 

   Net assets        

Gross Profit = Net Sales - Cost of goods sold. 

Table 5.9 Gross Profit Ratio: 

Year Gross Profit Net Sales Gross Profit Ratio 
2014-2015 88748285 527416898 16.82 

2015-2016 463350195 463350195 17.86 

2016-2017 764936095 764936095 21.25 

2017-2018 624668882 624668882 28.77 

2018-2019 886332308 886332308 18.23 

 

 

 

Interpretation: 

Gross profit should be sufficient to cover all expenses and to provide profit. A 

consistent improvement in gross profit ratio over the past years is the indication of continuous 

improvement. The company's gross profit ratio for the year 2014 - 2015 is 16.82 and it has 

increased to 28.77 to and later on it has been decreasing the year 2018 - 2019. As the gross 

profit ratio has been in the decreasing trend, it indicates that the performance of the business 

has come down and there are not much of profits available for the firm. 
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5.10 Net Profit Ratio: 

Net profit is obtained when operating expenses, interest and taxes are subtracted from 

the gross profit. This ratio indicates the management's efficiency in manufacturing, 

administrating and selling the products. This ratio is the overall measure of the firm's ability 

to turn each rupee into net profit. 

Net profit 

   Sales  

Table 5.10 Net Profit Ratio: 

Year Net Profit after Tax Net Sales Net Profit Ratio 

2014-2015 10828897 527416898 2.05 

2015-2016 410586 463350195 0.08 

2016-2017 15098083 764936095 1.97 

2017-2018 7945953 624668882 1.27 

2018-2019 4479097 886332308 0.5 

 

 

Interpretation: 

Net profit (NP) ratio is a useful tool to measure the overall profitability of the 

business. A high ratio indicates the efficient management of the affairs of business. The 

Company's net profit ratio for the year 2014 - 2015 is 2.05 and it has decreased to 0.08 and 

later on it has been in the decreasing trend till the year 2018 to 2019, which indicates that 

there is inefficiency in management of the overall affairs of the firm. 
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CHAPTER VI 

FINDINGS, SUGGESTIONS &CONCLUSION 
 

 

 

 

 

 

 

 

 

 

 

 

 



FINDINGS:- 

 The company does not maintain the standard form of current ratio the company 

maintains low current ratio it is not good for the company. It might require extra funds 

or time to pay its debts. 

 The quick ratio is fluctuating year to year since investments, cash and short term loans 

have been increasing gradually. 

 The company is having effective working capital management as it is having positive 

working capital turnover ratio. 

 The fixed asset turnover ratio in the financial year 2014 - 2015 is high i.e. 4.12 as 

compared to other years so the company is efficiently utilizing its fixed assets. 

 The return on assets of the company is increased and here the company able to meet 

the obligations on the assets. 

 The interest coverage ratio of the company has fluctuations from year to year and the 

company can't easily meet the obligations regarding the interest. This indicates credit 

risk. 

 The net profit is gradually decreased in the year 2015 - 2016 it shows inefficient 

management of funds in the company. 

 The gross profit ratio of the company is high in the year 2017 - 2018 i.e. 28.77 so as 

compared to other years the business condition is good. 

 The debt equity ratio of the company is fluctuating during the period. The company 

maintains low debt equity ratio when it was compared with the standard norm. 

 The inventory turnover ratio in the financial year 2016 - 2017 is high i.e. 11.88 as 

compared to other years so the higher inventory turnover ratio are considered a 

positive indicator of effective inventory management of the company. 
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SUGGESTIONS:- 

 The company needs to invest more in current assets to meet the liquidity obligations. 

 The company should maintain the same level of quick assets. 

 The organization has to develop strategies to increase the sales revenues. 

 The company needs to maintain high interest coverage ratio. Then only, there is a safety 

of interest payment on debt and surplus for the shareholders. 

 The company should maintain long term liabilities at optimum level. 

 The company should utilize its fixed assets more effectively in order to improve the 

revenue. 

 The company needs to improve its gross profit in order to increase its profitability. 

 The company needs to take necessary steps to maintain the current net profit ratio as it is 

satisfactory. 
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CONCLUSION:- 

 The efficiency of management at financial position of M/s KWALITY FEEDS 

LIMITED is good. Therefore, much can be learnt about a firm from a careful examination of 

its financial statements as invaluable documents/performance analysis. Users of financial 

statements can get further insight about financial strengths and weakness of the firm if they 

properly analyze information reported in these statements. Management should be 

particularly interested in knowing financial weakness of the firm to take suitable corrective 

action. The plans of the firm should be laid down in view of the firm’s financial strengths and 

weaknesses. Thus, financial analysis is the starting point for making plans, before using any 

sophisticated forecasting and planning procedures. Understanding the past is a pre-requisite 

for anticipating the future. 
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Particulars 31.3.2015 

I.EQUITY AND LIABILITIES  
(1) Shareholder’s Funds 
(a) Share Capital  
(b) Reserves and Surplus  
(c) Money Received Against Share Warrants 
 
(2) Share Application Money Pending Allotment  
(3) Non-Current Liabilities  
(a) Long-term Borrowings  
(b) Deferred Tax Liabilities  (Net) 
(c) Other Long term Liabilities  
(d) Long Term Provisions  
(4) Current Liabilities  
(a) Short Term Borrowings  
(b) Trade Payables 
-Due to Micro and Small Enterprises 
-Due to others 
(c) Others Current Liabilities 
(d) Short Term Provisions  

 
 

49912170 
128593807 

 
 
 
 

13035189 
- 
- 

766951 
 

41574032 
- 
- 

117947083 
8494708 
3929062 

TOTAL 364253002 

II.ASSETS 
(5) Non-Current Assets 

a. Property, Plant and Equipment  
(i) Tangible Assets  
(ii) Intangible Assets  
(iii) Capital Work-in-Progress  
(iv) Intangible Assets under Development 

b. Non-Current Investments  
c. Deferred Tax Asset (Net) 
d. Long Term Loans and Advances   
e. Other Non-Current Assets  

(6) Current Assets  
a. Current Investments  
b. Inventories  
c. Trade Receivables  
d. Cash and Cash Equivalents  
e. Short-Term Loans and Advances  
f. Other Current Assets  

 
 
 

138035559 
52180 

- 
- 

6038125 
- 
- 

4973229 
 

187800 
36035229 

172041001 
4616975 
1283012 
989892 

 

TOTAL 364253002 

(Amt.in.Rs) 

 

Balance sheet of M/s Kwality Feeds Ltd as at 31-March, 2015 
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Balance sheet of M/s Kwality Feeds Ltd as at 31-March, 2016 

 

 

 

Particulars 31.3.2016 

I.EQUITY AND LIABILITIES  
(1) Shareholder’s Funds 
(a) Share Capital  
(b) Reserves and Surplus  
(c) Money Received Against Share Warrants 
 
(2) Share Application Money Pending Allotment  
(3) Non-Current Liabilities  
(a) Long-term Borrowings  
(b) Deferred Tax Liabilities  (Net) 
(c) Other Long term Liabilities  
(d) Long Term Provisions  
(4) Current Liabilities  
(a) Short Term Borrowings  
(b) Trade Payables 
-Due to Micro and Small Enterprises 
-Due to others 
(c) Others Current Liabilities 
(d) Short Term Provisions  

 
 

49912170 
204340792 

 
 
 
 

104547062 
- 
- 

1024766 
 

42045107 
- 
- 

107114286.5 
19677344 
4002421 

TOTAL 532663948 

II.ASSETS 
(5) Non-Current Assets 

a. Property, Plant and Equipment  
i. Tangible Assets  

ii. Intangible Assets  
iii. Capital Work-in-Progress  
iv. Intangible Assets under Development 

b. Non-Current Investments  
c. Deferred Tax Asset (Net) 
d. Long Term Loans and Advances   
e. Other Non-Current Assets  

(6) Current Assets  
a. Current Investments  
b. Inventories  
c. Trade Receivables  
d. Cash and Cash Equivalents  
e. Short-Term Loans and Advances  
f. Other Current Assets  

 
 
 

210826146 
52180 

111417493 
- 

9804895 
- 
- 

4982579 
 

166420 
55517315 

124187157.3 
13729890 
1058604 
921268 

TOTAL 532663948 

(Amt.in.Rs) 
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Particulars 31.3.2017 

I.EQUITY AND LIABILITIES  
(1) Shareholder’s Funds 
(a) Share Capital  
(b) Reserves and Surplus  
(c) Money Received Against Share Warrants 
 
(2) Share Application Money Pending Allotment  
(3) Non-Current Liabilities  
(a) Long-term Borrowings  
(b) Deferred Tax Liabilities  (Net) 
(c) Other Long term Liabilities  
(d) Long Term Provisions  
(4) Current Liabilities  
(a) Short Term Borrowings  
(b) Trade Payables 
-Due to Micro and Small Enterprises 
-Due to others 
(c) Others Current Liabilities 
(d) Short Term Provisions  

 
 

49912170 
219438874 

 
 
 
 

87153299 
- 

351000 
1316158 

 
46541781 

- 
- 

262552364 
23910272 
243077 

TOTAL 691418994 

II.ASSETS 
(5)Non-Current Assets 

a. Property, Plant and Equipment  
i. Tangible Assets  

ii. Intangible Assets  
iii. Capital Work-in-Progress  
iv. Intangible Assets under Development 

b. Non-Current Investments  
c. Deferred Tax Asset (Net) 
d. Long Term Loans and Advances   
e. Other Non-Current Assets  

(6) Current Assets  
a. Current Investments  
b. Inventories  
c. Trade Receivables  
d. Cash and Cash Equivalents  
e. Short-Term Loans and Advances  
f. Other Current Assets  

 
 
 

336877259 
52180 

14858165 
- 

9804895 
- 
- 

4983904 
 

200000 
45860357 

272509576 
4599371 
903094 
770193 

TOTAL 691418994 

Balance sheet of M/s Kwality Feeds Ltd as at 31-March, 2017 
(Amt.in.Rs) 
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Particulars 31.3.2018 

I.EQUITY AND LIABILITIES  
(1) Shareholder’s Funds 
(a) Share Capital  
(b) Reserves and Surplus  
(c) Money Received Against Share Warrants 
 
(2) Share Application Money Pending Allotment  
(3) Non-Current Liabilities  
(a) Long-term Borrowings  
(b) Deferred Tax Liabilities  (Net) 
(c) Other Long term Liabilities  
(d) Long Term Provisions  
(4) Current Liabilities  
(a) Short Term Borrowings  
(b) Trade Payables 
-Due to Micro and Small Enterprises 
-Due to others 
(c) Others Current Liabilities 
(d) Short Term Provisions  

 
 

49912170 
227384827 

 
 
 
 

70117125 
- 

69418016 
1687650 

 
47026805 

- 
- 

191789365 
17074005 
4922477 

 
 

TOTAL 679332440 

II.ASSETS 
(5) Non-Current Assets 

a. Property, Plant and Equipment  
i. Tangible Assets  

ii. Intangible Assets  
iii. Capital Work-in-Progress  
iv. Intangible Assets under Development 

b. Non-Current Investments  
c. Deferred Tax Asset (Net) 
d. Long Term Loans and Advances   
e. Other Non-Current Assets  

(6) Current Assets  
a. Current Investments  
b. Inventories  
c. Trade Receivables  
d. Cash and Cash Equivalents  
e. Short-Term Loans and Advances  
f. Other Current Assets  

 
 
 

336635896 
52180 

9320121 
- 

9804895 
- 
- 

5083904 
 

221582 
56537639 

255908067 
4257508 
935764 
574884 

TOTAL 679332440 

Balance sheet of M/s Kwality Feeds Ltd as at 31-March, 
2018 

 

(Amt.in.Rs) 
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Particulars 31.3.2019 

I.EQUITY AND LIABILITIES  
(1) Shareholder’s Funds 
(a) Share Capital  
(b) Reserves and Surplus  
(c) Money Received Against Share Warrants 
 
(2) Share Application Money Pending Allotment  
(3) Non-Current Liabilities  
(a) Long-term Borrowings  
(b) Deferred Tax Liabilities  (Net) 
(c) Other Long term Liabilities  
(d) Long Term Provisions  
(4) Current Liabilities  
(a) Short Term Borrowings  
(b) Trade Payables 
-Due to Micro and Small Enterprises 
-Due to others 
(c) Others Current Liabilities 
(d) Short Term Provisions  

 
 

49912170 
228351049 

 
 
 
 

59654593 
527722 

131622504 
2019104 

 
47043320 

- 
- 

136449107 
26002883 

915491 
 
 

TOTAL 682497942 

II.ASSETS 
  (5)    Non-Current Assets 

a. Property, Plant and Equipment  
i. Tangible Assets  

ii. Intangible Assets  
iii. Capital Work-in-Progress  
iv. Intangible Assets under Development 

  b. Non-Current Investments  
c. Deferred Tax Asset (Net) 
d. Long Term Loans and Advances   
e. Other Non-Current Assets  

(6) Current Assets  
a. Current Investments  
b. Inventories  
c. Trade Receivables  
d. Cash and Cash Equivalents  
e. Short-Term Loans and Advances  
f. Other Current Assets  

 
 
 

308563073 
80180 

11563137 
- 

9804895 
- 
- 

5103948 
 

231632 
68270082 
273773127 
4031831 
507154 
568885 

TOTAL 682497942 

Balance sheet of M/s Kwality Feeds Ltd as at 31-March, 2019 
(Amt.in.Rs) 
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CHAPTER-1 

INTRODUCTION 
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1.1 INTRODUCTION 

The growth of any economy depends on the extent of promoting investments in the corporate 

sector. The savings of the investors (or) the public have to be mobilized for a productive use 

and this is possible only by certain specialized agencies, who must also have the technique of 

attracting the investments. It is in this manner that the mutual funds came into existence to 

provide an investment opportunity to such people who do not want to take any risks. So, 

mutual funds, after mobilizing the deposits, invest them in various securities in such a manner 

that the investors are able to get a higher return without much risk. In addition to this, they 

also enjoy the benefits for their income. The ideal investment objective of a rational investor 

is expected to bemaximization of returns and minimization of risk. The investor has to choose 

proper investment depending on his objectives, preferences, needs and abilities to take a 

minimum risk and obtain maximum returns. 

CONCEPT OF MUTUAL FUND 

SEBI (Mutual Funds) Regulations 1993 define Mutual fund as “a fund established in the 

form of a trust by a sponsor to raise monies by the trustee through the sale of units to the 

public under one or more schemes for investing in securities in accordance with these 

regulations”. A mutual fund is a company that invests, many of its money, in public traded 

securities, stocks and bond of business corporations. A mutual fund obtains its capital by 

issuing and selling its schemes to investors, typically small individual investors, who are 

company’s shareholders”. 

Mutual Fund is a trust that pools together the resources of investors to make a foray into 

investments in the capital market thereby making the investor to be a part owner of the assets 

of the mutual fund. The fund is managed by a professional money manager who invests the 

money collected from different investors in various stocks, bonds or other securities 

according to specific investment objectives as established by the fund. If the value of the 

mutual fund investments goes up, the return on them increases and vice versa. The net 

income earned on the funds, along with capital appreciation of the investment, is shared 

amongst the unit holders in proportion to the units owned by them. Mutual Fund is therefore 

an indirect vehicle for the investor investing in capital markets. In return for administering 

the fund and managing its investment portfolio, the fund manager charges fees based on the 

value of the fund’s assets. 
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1.2 NEED FOR THE STUDY 

The main purpose of doing this project was to know about mutual fund and its functioning. 

This helps to know in detail about mutual fund industry right from its inception stage, growth 

and future prospects. 

UTI plays an important role in Indian mutual fund industry. This study is focused on 

introduction growth and present status of UTI mutual fund  

The study was done to ascertain entry load, exit load associated with mutual funds which 

ultimately helps in understanding the benefits of mutual fund to investor. 
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1.3 SCOPE OF THE STUDY  

As the study is confined to the performance of UTI Mutual Fund schemes which aims to 

provide comprehensive information of various investment options available to an individual 

and to help investor to choose the best alternative option keeping in mind their objectives of 

investment 

The offered research will bring out the performance of UTI MUTUAL FUND for 5 financial 

years. 
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1.4 OBJECTIVES OF THE STUDY 

The study is carried out with the following objectives; 

1. To study the role of SEBI in regulating Mutual Funds. 

2. To study various rules and regulations while formation of mutual funds 

3.  To understand the various schemes offered by the UTI Mutual Fund  

4. To analyse the comparative performance of selected schemes of UTI Mutual Fund  

5. To offer various findings and suggestions to improve the performance of UTI MF. 
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1.4 RESEARCH METHODOLOGY 

While deciding about the method of data collection to be used for the study, the researcher 

kept in mind for two types of data 

COLLECTION OF DATA SOURCE 

 Primary data 

Secondary data 

PRIMARY DATA 

Raw data or primary data is a term for data collected at source. This type of information is 

obtained directly from first hand sources by means of surveys, observations and 

experimentation but not subjected to any processing or manipulation, this is called primary 

data 

SECONDARY DATA 

Secondary data means that are already available i.e., they refer to the data which have already 

been collected and analysed by someone else. When the researchers utilize secondary data, 

then he has to look into various sources from where he can obtain them. 

Example  

 Magazines 

 Internet 

 Reference form textbooks and journals 

The data collected consists of primary and secondary in nature.  

SAMPLING DESIGN 

The sample consists of 5 types of equity funds operating under UTI assets management 

company which are as follow; 

UTI Mid Cap Fund 

UTI Infrastructure Fund 

UTI Banking And Financial Services Fund 

UTI Childrens Carrer Investment Fund 

UTI Health Care Fund 

1.6 LIMITATIONS OF THE STUDY 



7 
 

 Mostly the data is related to the secondary data. 

 The product is restricted to only mutual funds. 

 The data is only limited to financial performance of the mutual funds. 

 The collected primary data is only from the one branch head of Vijayawada 

 The data is only limited to 5 years 

 Time is the critical factor limiting the study 
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CHAPTER-2 

INDUSTRY PROFILE 

 

  



9 
 

MUTUAL FUND INDUSTRY IN THE WORLD 

At the very dawn of commercial history, Egyptians and Phoenicians were selling shares in 

vessels and caravans in order to spread the risk of these perilous ventures. The idea of 

pooling money dates back to 1822, when groups of people in Belgium established a company 

to finance investments innational industries under the name of ‘Societe Generale de 

Belgique’ incorporating the concept of risk sharing. The institution acquired securities from a 

wide range of companies and practiced the concept of mutual fund for risk diversification.  

The word ‘mutual’ denoted something to be done collectively by a group of people with the 

common objective of having mutual faith and understanding among themselves. ‘Fund’ was 

used in monetary terms, to collect some money from the members for a common objective 

like earning profits with joint efforts. 

 Mutual fund in America is basically the concept of Unit Trust of Britain. In U.S.A. mutual 

funds have come a long way since March 21, 1924 when the first fund, ‘Massachusetts 

Investment Trust’ was organised by the professors of Harvard University and offered shares 

to the public in 1926. But it was Sherman L Adams, the father of modern mutual fund, along 

with Charles Learoyd and Ashton Carr established a modest portfolio of 45 common stocks 

worth USD 50,000". The enactment of Securities Act of 1933, Investment Company Act 

of1940 and Investment Advisors Act of 1940, led to the revival of mutual funds in U.S.A. 

The value of securities owned by U.S.A. funds in 1950 was 2.5 billion USD. So, the 

accepting houses started rapidly to build up their skills and knowledge to deal with enlarged 

capital. 

The Mutual fund industry in Japan dates back to 1937. But an investment trust modelled on 

the unit trusts of U.K. was established only in 1941. Investment trusts in Japan were set up 

under the Securities Investment Law of 1951 with the three important characteristics namely 

contractual nature, open-end and flexibility. Prior to 1960s, the U.S.A. provident fund 

professional investment authorities were abhorrent of investing in equities as they are of in 

India today. In 1980s, because of high mutual fund returns, employees individual retirement 

accounts (IRA) enmasse shifted to equity option for their retirement fund. In stark contrast, 

Japan saw a 60 percent decline in Nikkei from 40,000 to 16,000 as a consequence of Japanese 

retail investors’ aversion to equities. With the increasing inflation and interest rates during 

1990s, the individual and institutional investors became extremely sensitive to the true value 

of money. The shift started towards non-intermediation, resulting in the growth of mutual 
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funds. Retail investments in US mutual funds were low because of the flatness of the market 

since 1966 till 1982. The value of securities owned by U.S.A fund houses increased from $ 

60 billion in 1960 to more than $100 billion in 1983. Since the beginning of 1990, investors 

have poured over half a trillion dollars into stock and bond mutual funds. In 1990, U.S.A. 

mutual fund industry consisted of 2,362 mutual funds with 39,614 thousands of investors 

holding $ 570.8 billions of assets. American investors embraced mutual funds with a fervour 

that even the most optimistic fund executives could not have predicted. By the end of 1994 in 

U.S.A., mutual funds had become the second largest financial institution, after the banking 

sector, holding assets worth $2161.4 billion.  

In 1995, U.K. equity income category had the highest number of account holders (11,86,365) 

The popularity of mutual funds among retail investors was further driven by changes in 

retirement fund investment norms where employees at large were allowed to choose asset 

allocation between equities and debt. In December 1995, the European community issued a 

directive to coordinate laws, regulations and the administrative provisions relating to mutual 

funds and was popularly known as Undertakings for Collective Investment in Transferable 

Securities. The directive established a common regulatory scheme for investment policies, 

public disclosure, structure of organisation, and regulations to encourage the growth of 

mutual funds all over the world, which led the momentum in many countries in the Asia-

Pacific region with a big bang, including Hong Kong, Thailand, Singapore and Korea. The 

mutual fund in its present structure is a Twentieth Century phenomenon. Globally there were 

thousands of funds offering varied schemes with different investment objectives and options.  

Mutual funds emerged as the most important investment vehicle for household investments in 

U.S.A. with the basic objective of allowing small investors to partake in the capital market by 

investing in a wide portfolio of stocks so as to reduce risk. At the end of first quarter of 2013, 

the assets of worldwide mutual funds stood at $ 27.86 trillion while the assets of equity funds 

contributed for 41 percent. The asset share of bond fund was 26 percent, and the asset share 

of balanced, and mixed funds was 12 percent, money market fund assets represented 17 

percent, and others four percent of the world wide total. 
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MUTUAL FUND INDUSTRY IN INDIA 

The mutual fund industry in India started in 1963 with the formation of Unit Trust of India, at 

the initiative of Government of India and Reserve Bank of India. The history of mutual funds 

in India can be broadly divided into four distinct phases.  

FIRST PHASE (1964-87) 

Unit Trust of India (UTI) was established on 1963 by an Act of Parliament. It was set up by 

the Reserve Bank of India and functioned under the Regulatory and administrative control of 

the Reserve Bank of India. In 1978 UTI was de-linked from the RBI and the Industrial 

Development Bank of India (IDBI) took over the regulatory and administrative control in 

place of RBI. The first scheme launched by UTI was Unit Scheme 1964. At the end of 1988 

UTI had Rs. 6,700 crores of assets under management. 

SECOND PHASE (1987-1993) 

1987 marked the entry of non-UTI, public sector mutual funds set up by public sector banks 

and Life Insurance Corporation of India (LIC) and General Insurance Corporation of India 

(GIC). SBI Mutual Fund was the first non-UTI Mutual Fund established in June 1987 

followed by Canara bank Mutual Fund (December, 1987), Punjab National Bank Mutual 

Fund (August, 1989), Indian Bank Mutual Fund (November 1989), Bank of India (June, 

1990), Bank of Baroda Mutual Fund (October, 1992). LIC established its mutual fund in June 

1989 while GIC had set up its mutual fund in December, 1990. At the end of 1993, the 

mutual fund industry had assets under management of Rs. 47,004 crores. 

THIRD PHASE (1993-2003) 

With the entry of private sector funds in 1993, a new era started in the Indian mutual fund 

industry, giving the Indian investors a wider choice of fund families. Also, 1993 was the year 

in which the first Mutual Fund Regulations came into being, under which all mutual funds, 

except UTI, were to be registered and governed. The erstwhile Kothari Pioneer (now merged 

with Franklin Templeton) was the first private sector mutual fund registered in July, 1993. 

The 1993 SEBI (Mutual Fund) Regulations were substituted by a more comprehensive and 

revised Mutual Fund Regulations in 1996. The industry now functions under the SEBI 

(Mutual Fund Regulations 1996). The number of mutual fund houses went on increasing, 

with many foreign mutual funds setting up funds in India and also the industry has witnessed 



12 
 

several mergers and acquisitions. As at the end of January 2003, there were 33 mutual funds 

with total assets of Rs. 1,21,805 crores. The Unit Trust of India with Rs. 44, 541 crores of 

assets under management was way ahead of other mutual funds.  

FOURTH PHASE (SINCE FEBRUARY 2003) 

In February 2003, following the repeal of the Unit Trust of India Act 1963 UTI was 

bifurcated into two separate entities. One is the Specified Undertaking of the Unit Trust of 

India with assets under management of Rs.29, 835 crores as at the end of January 2003, 

representing broadly, the assets of Unit Scheme (US)-64, assured return and certain other 

schemes. The Specified Undertaking of Unit Trust of India, functioning under an 

administrator and under the rules framed by Government of India, does not come under the 

purview of the Mutual Fund Regulations. The second is the UTI Mutual Fund, sponsored by 

SBI, PNB, BOB, and LIC. It is registered with SEBI and functions under the Mutual Fund 

Regulations. With the bifurcation of the erstwhile UTI which had in March 2000 more than 

Rs. 76,000 crores of assets under management and with the setting up of a UTI Mutual Fund, 

conforming to the SEBI Mutual Fund Regulations, and with recent mergers taking place 

among different private sector funds, the mutual fund industry has entered its current phase of 

consolidation and growth. 

In India, mutual funds as vehicles of mobilization and channels of funds towards the 

securities market, as exposed in the graph indicates improvement in total net assets from 

Rs.25 crores, by the end of 1964-65 to Rs.47,734 crores as on March 31, 1993, and touched 

Rs.2,31,862 crores as on March 31, 2006 as shown in the graph . The industry held total net 

assets worth Rs.8,16,657 crores as on March 31, 2013 through 1294 schemes.  
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MUTUAL FUNDS STRUCTURE IN INDIA 

For anybody to become well aware about mutual funds, it is imperative for him or her to 

know the structure of a mutual fund. How does a mutual fund come into being? Who are the 

important people in a mutual fund? What are their roles? Etc. We will start our understanding 

by looking at the mutual fund structure in brief. 

Mutual Funds in India follow a 3-tier structure. There is a Sponsor (the First tier), who 

thinks of starting a mutual fund. The Sponsor approaches the Securities & Exchange Board of 

India (SEBI), which are the market regulator and also the regulator for mutual funds. Not 

everyone can start a mutual fund. SEBI checks whether the person is of integrity, whether he 

has enough experience in the financial sector, his net worth etc. Once SEBI is convinced, the 

sponsor creates a Public Trust (the Second tier) as per the Indian Trusts Act, 1882. Trusts 

have no legal identity in India and cannot enter into contracts, hence the Trustees are the 

people authorized to act on behalf of the Trust. Contracts are entered into in the name of the 

Trustees. Once the Trust is created, it is registered with SEBI after which this trust is known 

as the mutual fund. It is important to understand the difference between the Sponsor and the 

Trust. They are two separate entities. Sponsor is not the Trust; i.e. Sponsor is not the Mutual 

Fund. It is the Trust which is the Mutual Fund. The Trustees role is not to manage the 

money.Their job is only to see, whether the money is being managed as per stated objectives. 

Trustees may be seen as the internal regulators of a mutual fund. 

 

STRUCTURE OF MUTUAL FUND IN INDIAN INDUSTRY 

                   The Indian Mutual Fund industry is dominated by the Unit Trust of India which 

has a total corpus of 700 Billion collected from over 20 million investors. The UTI has many 

funds/ schemes in all categories i.e. Equity, balanced, income etc. With some being open 

ended and some being closed ended. The Unit scheme 1964 commonly referred to as US 64, 

which is a balanced fund, is the biggest scheme with a corpus of about 200 billion. UTI was 

floated by financial institutions and is governed by a special act of Parliament. The second 

largest categories of mutual funds are the ones floated by nationalized banks. Can bank asset 

management floated by Canary Bank and SBI Funds Management floated by State Bank of 

India are the largest of these. GIC AMC floated by General Insurance Corporation and 
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JeevanBimaSahayog AMC floated by the LIC are some of the other prominent ones. The 

aggregate corpus of the funds managed by this category of AMC’s is around Rs.150. 

The third largest categories of mutual funds are the ones floated by the private sector and by 

foreign asset management companies. The largest of these are Birla Capital AMC and 

KOTAK AMC 

STRUCTURE OF MUTUAL FUNDS 
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ROLE OF SPONSOR 

Sponsor is the person who acting alone or in combination with another body corporate 

establishes a mutual fund. Sponsor must contribute at least 40% of the net worth of the 

Investment Managed and meet the eligibility criteria prescribed under the Securities and 

Exchange Board of India (Mutual Funds) Regulations, 1996.The Sponsor is not responsible 

or liable for any loss or shortfall resulting from the operation of the Schemes beyond the 

initial contribution made by it towards setting up of the Mutual Fund.    

 ROLE OF TRUST 

The Mutual Fund is constituted as a trust in accordance with the provisions of the Indian 

Trusts Act, 1882 by the Sponsor. The trust deed is registered under the Indian Registration 

Act, 1908.  

ROLE OF SEBI 

In the year 1992, Securities and Exchange Board of India (SEBI) Act was passed. The 

objective of SEBI is – to protect the interest of investors in Securities and to promote the 

development of and to regulate the securities market. SEBI formulates policies and regulates 

the mutual funds to protect the interest of the investors. 

 ROLE OF TRUSTEE 

Trustee is usually a company (corporate body) or a Board of Trustees (body of individuals). 

The main responsibility of the Trustee is to safeguard the interest of the unit holders and inter 

alias ensure that the AMC functions in the interest of investors and in accordance with the 

Securities and Exchange Board of India (Mutual Funds) Regulations, 1996, the provisions of 

the Trust Deed and the Offer Documents of the respective Schemes. At least 2/3rd directors 

of the Trustee are independent directors who are not associated with the Sponsor in any 

manner.  

The Trustee will take into custody and hold under its control all the property of the Fund in 

trust for the Unit holders. The cash and registrable assets shall be deposited or registered in 

the name of or to the order of the Trustee. 

The Trustee will carry out the instructions of the Management Company in all matters 

including investment and disposition of the Fund Property, unless they are in conflict with the 

Deed, the Rules and the Offering Document(s) or applicable laws. It shall also ensure that all 
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issues and cancellations of Units of the Fund and the method adopted by the Management 

Company in valuing Units for the purposes of determining the Offer and Redemption Prices 

are carried out in accordance with the provisions of the Deed and the Rules. 

ROLE OF ASSET MANAGEMENT COMPANY (AMC) 

 The company that manages a Mutual Fund is called an AMC. For all practical purposes, it is 

an organized form of a "Money Portfolio Manager". An AMC may have several Mutual Fund 

schemes with similar or varied investment objectives. The AMC hires a professional money 

manager, who buys and sells securities in line with the fund's stated objective  

The Trustee as the Investment Manager of the Mutual Fund appoints the AMC. The AMC is 

required to be approved by the Securities and Exchange Board of India (SEBI) to act as an 

asset management company of the Mutual Fund. Atlas 50% of the directors of the AMC is an 

independent director who is not associated with the Sponsor in any manner. The AMC must 

have a net worth of at least 10 crore at all times.  

ROLE OF REGISTRAR AND TRANSFER AGENT 

The AMC if so authorized by the Trust Deed appoints the Registrar and Transfer 

Agent to the Mutual the Registrar processes the application form; redemption requests and 

dispatches account statements to the unit holders. The Registrar and Transfer agent also 

handles communications with investors and updates investor records. 

ROLE OF THE GOVERNMENT 

               SECP not only regulates the Mutual Fund industry but all stock exchanges in 

Pakistan, all listed companies, the insurance industry, investment banking sector and the 

stock brokerage business. The SECP has established and continues to develop a stringent set 

of rules and requirements and an organization has to abide by them in order to operate as an 

Asset Management Company. The Management Company falls under the regulations of 

SECP, SBP 
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TYPES OF AMCS INDIAN CONTEXT 

The following are the types of AMCs we have in India. 

 AMCs owned by banks 

 AMCs owned by financial institutions 

 AMCs owned by the Indian private sector companies 

 AMCs owned jointly by Indian &foreign investors 

THE SPONSORS OF ASSOCIATION OF MUTUAL FUNDS IN INDIA 

(AMFI) 

Association of Mutual Funds in India is an industry standards organisation in india. It was 

formed in 1995. The main of the organization is to develop the mutual funds market in india, 

by providing ethical and professional standards 

BANK SPONSORED INSTITUTIONS  

 SBI fund management ltd. 

 BOB asset management co ltd. 

 CANBANK investment management services ltd. 

 UTI asset management pvt ltd. 

 JEEVAN BIMA SAHAYOG asset management co ltd. 

 

PRIVATE SECTOR INDIAN INSTITUTIONS 

 BENCHMARK asset management company pvt ltd 

 CHOLAMANDALAM asset management company ltd 

 CREDIT capital asset management company ltd 

 ESCORTS asset management ltd 

 JIM financial mutual funds 

 KOTAK MAHINDRA asset management company ltd 

 RELIANCE capital asset management ltd. 

 SAHARA asset management company pvt ltd. 

 SUNDARAM asset management co.ltd. 
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 TATA asset management pvt.ltd. 

 

 

PREDOMINANTLY INDIA JOINT VENTURES  

 BIRLA SUN LIFE asset management co.ltd 

 DSP Merrill lynch fund managers limited 

 HDFC asset management co.ltd 

 

KNOW YOUR CUSTOMER 

KNOW YOUR CUSTOMER' (KYC) GUIDELINES – ANTI MONEY LAUNDERING 

STANDARDS 

Banks were advised to follow certain customer identification procedure for opening of 

accounts and monitoring transactions of a suspicious nature for the purpose of reporting it to 

appropriate authority. These ‘Know Your Customer’ guidelines have been revisited in the 

context of the Recommendations made by the Financial Action Task Force (FATF) on Anti 

Money Laundering (AML) standards and on Combating Financing of Terrorism (CFT). 

These standards have become the international benchmark for framing Anti Money 

Laundering and combating financing of terrorism policies by the regulatory authorities. 

Compliance with these standards both by the banks/financial institutions and the country has 

become necessary for international financial relationships.  

Once the policy framework is ready and implemented by a bank, the instructions 

issued vide this circular will supersede all instructions issued on ‘Know Your Customer’ and 

Anti-Money Laundering measures till date. 

KNOW YOUR CUSTOMER' STANDARDS 

The objective of KYC guidelines is to prevent banks from being used, intentionally or 

unintentionally, by criminal elements for money laundering activities. KYC procedures also 

enable banks to know/understand their customers and their financial dealings better which in 

turn help them manage their risks prudently. Banks should frame their KYC policies 

incorporating the following three key elements: 

 Customer Acceptance Policy; 

 Monitoring of Transactions; and 
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 Risk management. 

For the purpose of KYC policy, a ‘Customer’ may be defined as: 

 A person or entity that maintains an account and/or has a business relationship with the 

bank; 

 One on whose behalf the account is maintained (i.e. The beneficial owner); 

 Beneficiaries of transactions conducted by professional intermediaries, such as stock 

brokers, chartered accountants, solicitors etc. As permitted under the law, and 

 Any person or entity connected with a financial transaction which can pose significant 

reputational or other risks to the bank, say, a wire transfer or issue of a high value 

demand draft as a single transaction. 

CUSTOMER ACCEPTANCE POLICY (CAP) 

Banks should develop a clear Customer Acceptance Policy laying down explicit criteria 

for acceptance of customers. The Customer Acceptance Policy must ensure that explicit 

guidelines are in place on the following aspects of customer relationship in the bank 

 No account is opened in anonymous or fictitious/ benami name(s); 

 Parameters of risk perception are clearly defined in terms of the nature of business 

activity, location of customer and his clients, mode of payments, volume of turnover, 

social and financial status etc. to enable categorization of customers into low, medium 

and high risk (banks may choose any suitable nomenclature viz. level I, level II and 

level III ); customers requiring very high level of monitoring, e.g. Politically Exposed 

Persons may, if considered necessary, be categorized even higher; 

 Documentation requirements and other information to be collected in respect of 

different categories of customers depending on perceived risk and keeping in mind the 

requirements of PML Act, 2002 and guidelines issued by Reserve Bank from time to 

time; 

 Not to open an account or close an existing account where the bank is unable to apply 

appropriate customer due diligence measures i.e. bank is unable to verify the identity 

and /or obtain documents required as per the risk categorisation due to non-

cooperation of the customer or non-reliability of the data/information furnished to the 

bank. It may, however, be necessary to have suitable built in safeguards to avoid 

harassment of the customer. For example, decision to close an account may be taken 

at a reasonably high level after giving due notice to the customer explaining the 

reasons for such a decision; 
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 Circumstances, in which a customer is permitted to act on behalf of another 

person/entity, should be clearly spelt out in conformity with the established law and 

practice of banking as there could be occasions when an account is operated by a 

mandate holder or where an account may be opened by an intermediary in the 

fiduciary capacity and 

 Necessary checks before opening a new account so as to ensure that the identity of the 

customer does not match with any person with known criminal background or with 

banned entities such as individual terrorists or terrorist organizations etc. 

     Banks may prepare a profile for each new customer based on risk categorization. The 

customer profile may contain information relating to customer’s identity, social/financial 

status, nature of business activity, information about his clients’ business and their location 

etc. The nature and extent of due diligence will depend on the risk perceived by the bank. 

However, while preparing customer profile banks should take care to seek only such 

information from the customer which is relevant to the risk category and is not intrusive. The 

customer profile will be a confidential document and details contained therein shall not be 

divulged for cross selling or any other purposes. 

It is important to bear in mind that the adoption of customer acceptance policy and its 

implementation should not become too restrictive and must not result in denial of banking 

services to general public, especially to those, who are financially or socially disadvantaged. 

MONITORING OF TRANSACTIONS 

Ongoing monitoring is an essential element of effective KYC procedures. Banks can 

effectively control and reduce their risk only if they have an understanding of the normal and 

reasonable activity of the customer so that they have the means of identifying transactions 

that fall outside the regular pattern of activity. However, the extent of monitoring will depend 

on the risk sensitivity of the account. 

 Banks should pay special attention to all complex, unusually large transactions and 

all unusual patterns which have no apparent economic or visible lawful purpose. The bank 

may prescribe threshold limits for a particular category of accounts and pay particular 

attention to the transactions which exceed these limits. Transactions that involve large 

amounts of cash inconsistent with the normal and expected activity of the customer should 

particularly attract the attention of the bank. Very high account turnover inconsistent with the 
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size of the balance maintained may indicate that funds are being 'washed' through the 

account.  

 

High-risk accounts have to be subjected to intensify monitoring. Every bank should 

set key indicators for such accounts, taking note of the background of the customer, such as 

the country of origin, sources of funds, the type of transactions involved and other risk 

factors.  

Banks should put in place a system of periodical review of risk categorization of 

accounts and the need for applying enhanced due diligence measures. Banks should ensure 

that a record of transactions in the accounts is preserved and maintained as required in terms 

of section 12 of the PML Act, 2002. 

It may also be ensured that transactions of suspicious nature and/ or any other type of 

transaction notified under section 12 of the PML Act, 2002, is reported to the appropriate law 

enforcement authority. 

Banks should ensure that its branches continue to maintain proper record of all cash 

transactions (deposits and withdrawals) of Rs.10 lakhs and above. The internal monitoring 

system should have an inbuilt procedure for reporting of such transactions and those of 

suspicious nature to controlling/ head office on a fortnightly basis. 

RISK MANAGEMENT 

The Board of Directors of the bank should ensure that an effective KYC programme 

is put in place by establishing appropriate procedures and ensuring their effective 

implementation. It should cover proper management oversight, systems and controls, 

segregation of duties, training and other related matters. Responsibility should be explicitly 

allocated within the bank for ensuring that the bank’s policies and procedures are 

implemented effectively. Banks may, in consultation with their boards, devise procedures for 

creating Risk Profiles of their existing and new customers and apply various Anti Money 

Laundering measures keeping in view the risks involved in a transaction, account or 

banking/business relationship. 

Banks’ internal audit and compliance functions have an important role in evaluating and 

ensuring adherence to the KYC policies and procedures. As a general rule, the compliance 

function should provide an independent evaluation of the bank’s own policies and 

procedures, including legal and regulatory requirements. Banks should ensure that their audit 
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machinery is staffed adequately with individuals who are well-versed in such policies and 

procedures. Concurrent/ Internal Auditors should specifically check and verify the 

application of KYC procedures at the branches and comment on the lapses observed in this 

regard. The compliance in this regard may be put up before the Audit Committee of the 

Board on quarterly intervals. 

Banks must have an ongoing employee training programme so that the members of the staff 

are adequately trained in KYC procedures. Training requirements should have different 

focuses for frontline staff, compliance staff and staff dealing with new customers. It is crucial 

that all those concerned fully understand the rationale behind the KYC policies and 

implement them consistently. 

CUSTOMER EDUCATION 

Implementation of KYC procedures requires banks to demand certain information from 

customers which may be of personal nature or which have hitherto never been called for. This 

can sometimes lead to a lot of questioning by the customer as to the motive and purpose of 

collecting such information. There is, therefore, a need for banks to prepare specific 

literature/ pamphlets etc. so as to educate the customer of the objectives of the KYC 

programme. The front desk staffs needs to be specially trained to handle such situations while 

dealing with customers. 
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UNIT TRUST OF INDIA AND UTI MUTUAL FUND 

HISTORY OF UNIT TRUST OF INDIA  

The business sentiments were down after India & China war in 1962 and it was very difficult 

for new as well as existing entrepreneurs to raise fund in the market. Investors were not 

coming forward because of lack of confidence and in order to infuse confidence and 

channelize small investors savings to capital market, Government of India established Unit 

Trust of India in 1963. The trust was modelled in line with unit trusts in England. It was 

world's first public sector unit trust. 

 The foundation of Mutual Fund was laid down by the then honourable Finance Minister Mr. 

T. T. Krishnamachari (Finance Minister of India -1956-68 & 1964-66) who envisioned the 

idea of a Unit Trust, as a vehicle to mobilise savings of the community and invest them in the 

capital market. UTI bill was presented in Lok Sabha on December 5, 1963, then a week later 

in Rajya Sabha and got President Sri S. Radhakrishnan’s assent on December 30, 1963 and 

finally became the Unit Trust of India Act, 1963 (Act 52 of 1963).  

UTI was officially born on February 1, 1964 and the sale of first scheme started from July 1, 

1964. The scheme was called as US-64 (Unit Scheme -64). The scheme was under operation 

for 37 years till June-2001 when it was closed due to its inherent weaknesses & capital 

market turmoil. It is to mention here that the first scheme US-64 was never set up as a 

present-day Mutual Fund scheme disclosing day to day Net Asset Value; rather it was based 

on an administered price mechanism decided by the Management. This made the policy 

makers to close all schemes of UTI having administered price mechanism and having assured 

returns in 2003, as administering price and assuring returns is against the basic principles of 

mutual fund concept. 

The initial capital of UTI was rupees five crores which has been contributed as under. 

i. Reserve Bank of India        Rs. 2.50 crores 

ii. Life Insurance Corporation of India      Rs. 0.75 crores 

iii. State Bank of India and its Subsidiary Banks     Rs. 0.75 crores 

iv. Schedule Banks and notified financialinstitutions   Rs. 1.00 crores  

Total          Rs. 5.00 crores 
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The contribution of initial capital of the UTI as per Sec(2) of the UTI Act, 1963 by its 

original owners. The initial capital forms part of Unit Scheme-64 and the subscribers hold 

units in that schemes. In 1975, the UTI Act was amended and by virtue of the amendment, 

the Industrials Development Bank of India (IDBI) took over the rights and responsibilities of 

RBI under the Act and the share of the initial held by RBI was transferred to and vested in 

IDBI. 

 The general superintendence, direction and management of the affairs and business of UTI 

rests in a Board of Trustees which exercised all powers and does all acts and functions which 

may be exercised by UTI. The composition of the Board of Trustees is as follows.  

The Chairman to be appointed by the Central Government in Consultation with Industrial 

Development Bank of India (IDBI, the Leader in the Indian Capital Market). One trustee to 

be nominated by RBI. Four trustees to be nominated by IDBI of whom not less than three 

persons having special knowledge or experience in commerce, industry, banking, finance or 

investment. One trustee each to be nominated by LIC and SBI. Two trustees to be elected by 

other contributing institutions viz., scheduled banks and their subsidiary banks and notified 

financial institutions. An executive trustee to be appointed by IDBI, provided that such an 

appointment may not necessary if the chairman is whole time. The board meets not less than 

six times in a year and at least once in two months. 

EXECUTIVE COMMITTEE OF UTI  

The UTI operates through an executive committee structure. The committee is given powers 

subject to such general and or special directions as the Board may feel fit, from time to time. 

It has the power to deal with any matter with the competence of UTI. The Executive 

Committee consists of the Chairman of the Board and two other trustees nominated by IDBI. 

The executive committee usually meets once in a month. 

 The day to day business operations of UTI are looked after by the full time Chairman. He is 

assisted by a team of Executive Directors and Chief General Managers. Presently eight 

Executive Directors and twelve Chief General Managers are involved in the business. 

 UTI has a three-tier organizational set up with a corporate office, Four Zonal Offices and 

Fifty Four Branch offices. It has about 6.71 crores unit holding accounts under 46 domestic 

schemes having investible funds at market value as on 31% December 2013 of Rs.700.57 
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billion. In addition, it has six off shore funds and four venture capital funds. Its management 

expenses amount to about one percent of the investible funds.  

There is an Audit Committee consisting of five trustees, which reviews the systems and 

control and interacts with the internal and external auditors. In addition to the Board and 

committee, there are a number of committees constituted by the executives of the UTI.  

A first-tier audit committee reviews the reports of all sections and department of UTI and 

initiates necessary corrective action. An investment valuation committee reviews the systems 

and practice the valuation of securities. Primary market investment committee handles 

primary market proposals. Property management committee appraises proposals approved by 

building committee and an internal committee for settlement dues. 

BORROWING POWER 

 There may be occasions for the trust to buy in bulk the shares and debentures of many 

industrial concerns and institutions. When the resources are found to be inadequate to meet 

its requirements, the UTI is authorized to borrow from the Reserve Bank of India, or the 

Government or any other authority. 

POWER TO MAKE SCHEMES 

Under sec.21(1) of the Unit Trust of India Act, 1963, the Board of Trustees has been 

authorized to offer various schemes to the public for the purpose of providing facilities for 

participation in the income, profits and gains arising out of the acquisition, holding, 

management or disposal of securities by the UTIL 

NETWORK OF UTI 

The core strength of UTI has been to build a large number of small investors who have 

remained with UTI for long years. In all, as on 31 March, 2013 UTI has 76 schemes in 

operation with above 6.71 crores unit holding accounts. UTI is well entrenched among 

investors and savers in each and every district of the country. UTI has wide marketing 

network of 54 branches, 292 main branches, 190 collection centres 53 franchise offices and 

over90,000 agents’. UTI has a well-knit distribution network to attract and provide sufficient 

service to unit holders in all parts of the country. They are committed to strengthen their 

marketing network and make give it a total investment trusts to quicken and better the 

investor’s services.  
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UTI Mutual Fund has a track record of managing a variety of schemes catering to the needs 

of every class of citizens. It has a nationwide network consisting of 146 UTI Financial 

Centres (UFCs) and UTI International offices in London, Dubai, Bahrain and Singapore. 

RELIABILITY 

UTI Mutual Fund (UTIMF) has consistently reset and upgraded transparency standards. All 

the branches, UFCs and registrar offices are connected on a robust IT network to ensure cost-

effective quick and efficient service. All these have evolved UTIMF to position as a dynamic, 

responsive, restructured, efficient and transparent entity, fully compliant with SEBI 

regulations.  

UTI is considered a leader in the mutual fund’s scenario, being the first to have been 

established in India and is also the largest and a providing wide range of products patronized 

by investors, both individual and institutional large way. The product life cycle of these 

schemes has not been studied properly. But during the later nineties, UTI faces severe 

challenges with its unit schemes US-64 due to mismanagement. The problems of US-64 that 

has snow balled has been hogging all the headlines in all dailies during nineties. With the 

entry of private sector mutual funds offer with attractive schemes, UTI confronted 

competition from several fronts. As a result, shares of UTI investment in the industry is 

gradually decreasing as the private sector mutual funds capture a substantial portion of total 

resource mobilization in the industry. 

 In view of the above problem of UTI, the cabinet approved and passed to repeal the UTI Act, 

1963 and the SEBI Act. This paves the way for recast of the UTI and overhaul of market 

watch dog and SEBI hence organizational structure. The setting up of a UTI mutual fund 

conforming to the SEBI mutual fund regulations, led the UTI Mutual Fund to merge lot of 

existing schemes into new schemes which have been affected since March 2003. However, 

mutual fund has emerged as an important segment of financial market in India, leading to 

merger and acquisitions in UTI Mutual fund schemes. The present work is concentrated on, 

after the mergers and acquisition undertaken by UTI Mutual Fund, the performance of its 

schemes over a period of operations under the SEBI mutual fund regulated environments. 

Specifically, the researcher attempts to bring out performance of selected schemes where 

investors invest in terms of huge value of funds involved in the UTI mutual fund. It would be 

of useful to the investors. 
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THE OBJECTIVES AND FUNCTIONS OF UTI 

OBJECTIVES OF UTI 

Its main objectives are to mobilize savings, particularly from the low- and middle-income 

groups, to channelize these savings into productive investment and to provide an assured 

income to savers. It provides the savers with expert investment services, portfolio 

management and assured income. 

The objectives of setting up UTI are clearly stated in the mission statement: 

 Meeting an investor's diverse income and liquidity needs through appropriate schemes. 

 To offer superior possible returns on his investment. 

 To render him efficient and prompt services beyond customer expectations. 

 To encourage saving and investment habits among common people in India. 

 To help investors to realise the prosperity of the capital market through risk 

 diversification. 

 To develop highest degree of pride and self esteem among employees to provide best 

services to investors. 

THE MAIN FUNCTIONS OF UTI 

 Encourage savings of common men.(lower and middle class people) 

 To sell units to investors across the country.  

 To convert the savings of common people into industrial finance. 

 Opportunity to share the benefits of industrialisation in the county. 

 To provide liquidity to units. 

The first Executive Trustee of UTI Mr.Pendharkar had mentioned about the events and 

processes that took place before setting the trust. According to him, the then President of 

World Bank Mr George Woods visited India and provided valuable inputs before UTI was set 

up. Even though it was set up by Government of India, no capital was contributed by 

Government. The initial capital of Rs. 5 crores were contributed jointly by RBI (2.5 crore), 

LIC (0.75 crore), SBI & Subsidiary Banks (0.75 crore) and Other scheduled banks & 

institutions (1 crore). RBI was asked to monitor UTI and appoint Chairman in consultation 

with Government of India. 
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The Board of Trustees are appointed by nominees from RBI, LIC, SBI and other contributing 

institutions and they were responsible to took care of general directions and management of 

the affairs of the institution for the welfare of the unit holders. As UTI as an organisation has 

not contributed any share capital, the organisation used to function on no loss no profit basis. 

THE FIRST SCHEME UNIT SCHEME- 64 (US-64) 

The first scheme launched by UTI was Unit Scheme-64 (US-64) on July 1, 1964 as a 

balanced scheme investing in equity as well as corporate debt. It was very successful among 

middle class investors. In the first year the scheme mobilised around Rs.19 crore and 

distributed a dividend of 6.1%. With increasing popularity of the scheme, unit reinvestment 

plan was introduced where the investor has the option to reinvest the entire dividend amount 

in the same scheme. In 1969, Voluntary Saving Plan in US-64 was introduced to help small 

investors to acquire unit through periodic subscriptions. This is equivalent to the present-day 

SIP (Systematic Investment Plan). 

The accounting period for US-64 was from July 1 to June 30 of every year in those days. As 

on June 30, 2001 the US-64 asset under management (AUM) was Rs.16,509 crore (at cost) 

with 1.9 crore unit holding accounts. In terms of unit holding account 99% were held by 

individual and 1% by institutions. 

Unit Holding Pattern of US-64 as on June 30, 2001    

US-64 unit 

capital on June 

30,2001 

No of Unit 

holding 

accounts 

% of individual 

account holders 

% of 

institutional 

account holders 

% US – 64 unit 

capital held by 

individuals 

% of us-64 

assets held by 

institutions 

Rs. 12786 1.9 crores 99% 1% 71% (9086 cr) 29% (3700 cr) 

 

Though UTI was set up for small investors, investing in UTI was favoured by many 

institutions after a major tax concession was offered in budget 1990-1991. According to the 

tax concession, the dividends received from UTI used to be completely tax free provided the 

company declares dividends higher than what they receive from UTI. Because of this 

concession the share of institutional investment in US-64 capital had gone up to 57% during 

1996 
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The importance of US-64 can be understood from the fact that the assets under management 

of US-64 was 30% of total assets of UTI & 17% of mutual fund industry as on June 30, 

2001.However the schemes had some weaknesses which made it vulnerable, leading to it’s 

closure in 2001 and bifurcation of UTI into UTI-1 and UTI-2 

THE SITUATIONS LED TO US-64 PROBLEMS AND IT’S CLOSURE  

 Mutual funds scheme do not offer any assurance or guarantee on returns to investors but 

deliver market linked returns. However US-64 was not a mutual fund scheme purely 

linked to market rather it was administered. The sale and re-purchase prices were 

announced in July and these prices were progressively increased every month till May of 

the next year. The prices were administered by UTI without reflecting the true market 

value of the units. Dividends were distributed regularly on the units of US 64, sometime 

even without earning or booking profit. This creates problem when market was highly 

volatile and there was a big difference between the US-64 quoted price and actual market 

value.  

 The scheme was changed from a predominantly debt-oriented scheme (with 80:20 Debt 

equity ratio) during 1986 to a predominantly equity-oriented scheme (with 37:63 debt 

equity ratio) during 1998. The underperformance of equity portfolio for a long period 

after 1995 eroded the market value of US-64. 

 In 1986, there was an amendment to UTI Act by which the scope of UTI's activities were 

enhanced and the trust was allowed to do term lending like financial institutions & banks, 

invest in real estate, make government financing etc. Some of the term lending went 

wrong and the high gross NPA (non-performing assets) of more than 20% in the debt 

portion of the US-64 portfolio made things worse. Mutual funds are not supposed to do 

term lending other than investments in tradable securities.  

 For some of the suspected investments in dubious companies and some of 

thecommercially not viable policy decisions like declaring US-64 dividends dipping into 

reserves in the years 1995, 1996 and 1997.  
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 US-64 was not disclosing portfolio as mandated in SEBI regulations and not disclosing 

the NAV of the units. During 1998 Deepak Parekh committee was set up to review 

functioning of US-64 scheme. The committee made 19 recommendations out of which 10 

were immediately implemented, 6 were under implementation by 2001, but 3 important 

recommendations were ignored which are as below: 

a. The US-64 should be NAV linked within 3 years 

b. There should be a separate Asset Management Company for US-64. 

c. The Board of UTI should be enlarged. 

Had the above recommendations been implemented in time bound manner, probably 

thesituation would have been different. 

 The Deepak Parekh committee had also recommended decreasing equity and increasing 

debt in the portfolio over a period of time, however the equity component was increased 

up to 75% by 2001. Hence, when the market crashed the scheme was a major hit due to 

higher exposure of equity component. This is further aggravated by unusual large-scale 

withdrawal by Institutional investors and UTI suspended the scheme from 2.7.2001. 

 Erosion of public confidence due to negative media reports and anticipation of large-scale 

redemption pressure made UTI to suspend the scheme for purchase and redemption. As 

UTI is perceived to have Govt. control, Govt. of India intervened and appointed Joint 

Parliamentary Committee who were also entrusted to look into Ketan Parkeh Scam in the 

market. (Ketan Parekh a chartered account and broker by profession rigged up the Indian 

stock market prices during 1999-2001 in collusion with banks and promoters of the 

companies leading to stock market scam). 
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BIFURCATION OF UTI TO UTI-I AND UTI-II 

The Malegaon Committee which was set up by UTI Board for looking into Corporate 

repositioning in the face of globalisation, competition and second generation financial reform 

and growing trends of mutual fund business, had recommended to make legislative changes 

in UTI Act and to make UTI a three tier structure comprising Sponsor, Trustee Company and 

Asset Management Company in compliance with SEBI Act. 

Similarly, Tara pore Committee which was set up by UTI in 2001 had also recommended for 

amending UTI Act and make provisions to change the act where ever there were conflict to 

SEBI act, to create a level playing field for entire mutual fund industry in India. 

The Joint Parliamentary Committee taking into consideration all the previous committee 

reports and present problem faced by UTI has recommended bifurcation of UTI into two 

parts. An ordinance was promulgated on 29/10/2002 and UTI Act, 1963 was repealed and 

facilitated for bifurcation of UTI: 

1. UTI-I containing the problematic scheme US-64 and all assured return schemes where 

assurance of return is given to investors. 

2. UTI-II containing all schemes which were NAV linked to market. UTI-II is called as UTI 

Mutual Fund. 

UTI-I called as SUUTI (Specified Undertaking of Unit Trust of India) owned by Government 

of India and the short fall of any assurance to investors was met by Government. In order to 

differ the redemption pressure and meet funds requirement GOI (Govt of India) converted 

US-64 scheme to US-64 Bonds with a tax-free return of 6.75% with 5 years tenure and 

similarly the assured return schemes were converted into GOI Tax free ARS bonds carrying 

6.25% coupon rates. Options were given to investors for conversion to which many investors 

opted for conversion to GOI Tax free bonds as the interest rates during 2003 were low 

hovering around 6%. SUUTI is managed by Government appointed Administrator. 

 UTI-II or UTI Mutual Fund started functioning from February 1, 2003 sponsored by SBI, 

LIC, PNB and Bank of Baroda. The Joint Parliamentary Committee recommended appointing 

a professional from market through transparent manner to head UTI MF and to bring high 

level of professionalism to the organisation. 
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REASONS FOR BIFURCATION OF UTI 

To understand the reasons for bifurcation, various committee reports Viz. Vagul committee 

(1993), Deepak Parikh Committee (1999), Malegaon Committee (2001), Tarapore Committee 

(2001), Joint Parliament Committee (2002) etc. set up for different purposes by UTI & 

Government at different times were referred. Various reports published in newspapers and 

magazines during that time were also analysed. The reasons which led to its bifurcation and 

restructuring of UTI in the year 2003 are summarised as below: 

Structural Deficiencies: UTI was set up as Financial Institution and was under control of 

RBI in the initial years. Subsequently RBI transferred the responsibility to IDBI (industrial 

Development Bank of India). It appears very odd to understand how one institution can 

control and oversee the functioning of another organisation of similar importance without a 

properly appointed regulator. As per usual Mutual Fund structure there need to be three tier 

structure like sponsor, trustee company and asset management company in a mutual fund but 

no such tiers were there in UTI. 

To delink Government control in functioning of mutual fund: Initially RBI was appointed 

by government to monitor UTIL In 1975, through an amendment to UTI Act, IDBI was given 

the charge to oversee the functioning of UTI. Even though IDBI was given the 

responsibilities, the authority to appoint the chairman used to be with Government of India. 

This gave an image of pseudo government control on the institution. By repealing UTI Act & 

bifurcating UTI, Government wanted to give a message to public that it is no more in UTI 

business. 

To close culture of Assured Returns in Mutual Funds: To popularise schemes as well as 

persuading investors to save for their future needs, some assured return schemes were 

launched by UTI when the offered interest rates were high. UTI launched assured regular 

income plans under the Monthly Income Schemes (MIS) series in the 1980’s in which the 

capital and returns were guaranteed by the UTI. During 1997, UTI approved the launch of 

MIP 97 as a fully assured return scheme, which guaranteed a dividend of 14%. Subsequently, 

UTI launched eight other fully assured schemes during July 1997 to June 1998. With 

financial reform initiated in 1991 by Government, the interest started declining and the 

assured return schemes were not able to generate sufficient return to meet the promised 

returns. As on 31.3.2002, UTI had twenty-five assured return schemes which had a projected 

shortfall of Rs 8189 crore. Mutual Fund schemes are not supposed to provide any assurance 
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as they invest in tradable securities which are marked to market. To put an end to existence of 

assured return schemes bifurcation of UTI was necessary.  

To have transparency and proper control: As SEBI was set up many years after UTI was 

set up, Mutual Fund regulations of SEBI were not applicable to UTI. Hence the transparency 

norms of SEBI were not complied by UTI. Secondly, due to lack of transparency and proper 

regulations some omissions and commissions detrimental to the investors’ interests were 

committed. This bifurcation put an end to non-transparency issues. 

To create a level playing field for Mutual Fund Industry: UTI was the first mutual fund in 

India and was regulated by UTI Act, 1963 which was different from SEBI mutual fund 

regulations for other mutual funds. This was discriminatory and in an evolving financial 

regulatory environment, to create a level playing and equal regulatory environment, it was 

necessary to bifurcate UTI. 

To enable UTI to face competition and emerge to face challenges as professional 

organisation: There were radical changes in mutual fund business with entry of private 

mutual funds as joint ventures with many foreign asset management companies after 1993, 

whereas UTI was functioning under direct or indirect bureaucratic controls. The salary 

structure for fund managers were just like public sector employees whereas the contemporary 

private fund managers were compensated with market linked compensation. Similarly, the 

organisation was not focussing on marketing rather on operational activities. To bring 

professionalism and make it a service-oriented organisation, bifurcating it and removing the 

Government control was necessary. 
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PRESENT ORGANISATIONAL STRUCTURE 

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

While bifurcating UTI, Government had the option to give the ownership to either private 

companies or public sector companies. However, Government preferred to retain UTI with 4 

public sector companies viz. State bank of India (SBD, Life Insurance Corporation of India 

(LIC), Punjab National Bank (PNB) and Bank of Baroda (BoB) with equal share holding 

pattern of 25% each.  

In the year 2005 Government decided to pass on the ownership control to the sponsors at a 

sale consideration of Rs.1236.95 crore as approved by CCEA (Cabinet Committee on 

Economic Affairs of GOI decision on September 29, 2005) equally contributed by four 

sponsors. However, the Government had put a restrictive condition that the sponsors cannot 

transfer their share among themselves or to any outsider without the prior permission of 

Government.  Subsequently, an international partner T Rowe Price Group was allowed by 

Govt. and SEBI to acquire 26% in UTI AMC from the existing holdings of sponsors on 

UNIT TRUST OF INDIA 

SPECIFIED UNDER TAKING 

OF UNIT TRUST OF INDIA 
UTI MUTUAL FUND 

SPONSOR 

UTI TRUSTEE COMPANY 

UTI ASSET MANAGEMENT 

COMPANY LTD 
US-64 SCHEME AND ALL ASSURED RETURNS 

SCHEMES TRANSFERRED TO IT  
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January 20, 2010. Each sponsor SBI, LIC, PNB & BOB divested 6.5% of their holding to T 

Rowe Price.  

 Share holding pattern of UTI AMC as on DECEMBER 

2019 

 

T Rowe Price paid $135 million to the sponsors to acquire 26% share in the company 

(source: Economic Times Mumbai 9/11/2009) and was made a partner to have fund expertise, 

innovative practices and technology of advanced countries. 

 T Rowe Price is a Baltimore, USA based investment firm established in 1937 and presently 

operating in 16 countries. They manage assets of $776.6 billion as on September 30, 2016.  
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STRUCTURE OF UTI 

 

 

 

 

 

  

 

 

 

 

 

 

 

 

GROWTH OF ASSETS FROM 2003 TO 2019 OF UTIMF AFTER 

BIFURCATION VS INDUSTRY 

The industry AUM was Rs.79,464 crore in the year 2003 and the AUM of UTI Mutual Fund 

was Rs. 13,516 crore representing 17% of total industry assets. The industry has grown at a 

compounded annualised growth rate of 24.36% over 13 years period from the year 2003 in 

terms of size of assets under management where as UTI Mutual Fund has grown at a 

compounded annualised growth rate of 17.19%. Though the growth of UTI AUM is lower 

than the industry growth, it is to mention that from such a near to death situation the recovery 

of the organisation to such an extent is commendable. 

The growth of assets under management of UTI Mutual Fund and Industry after bifurcation 

of UTI in the year 2003 is furnished bel 

UTI ASSETS MANAGEMENT Co. Ltd 

100% SUBSIDIARIES OF 

UTI AMC Ltd 

UTI INTERNATIONAL LTD          

(MANAGER OF INTERNATIONAL 

FUNDS) 

UTI VENTURE FUND MANAGEMENT 

Co LTD(MANAGER FOR VENTURE 

FUNDS) 

UTI RETIREMENT SOLUTIONS LTD 

(MANAGER FOR PENSION FUNDS) 

UTI CAPITAL PVT LTD                

(MANAGER OF PVT EQUITY FUNDS ) 

INVESTMENT MANAGER 

TO UTI MUTUAL FUND 

SUPPORT SERVICES TO  

UTI-II (SUUTI) 

PORTFOLIO 

MANAGEMENT SERVICES 

(PMS) 

INVESTMENT MANAGER 

TO OFF SHORE FUNDS 
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UTI AUM VS INDUSTRY AUM GROWTH DURING 2003-2019 

 

YEAR 

 

UTIMF AUM 

 

INDUSTRY AUM 

 

UTI Share 

MAR-03 13516.00 79464 17.01% 

MAR-04 28085.00 139616 20.1% 

MAR-05 20740.00 149554 13.9% 

MAR-06 29519.00 231862 12.7% 

MAR-07 37612.9300 326388 10.9% 

MAR-08 48982.8126 538508 9.1% 

MAR-09 48754.1700 493285 9.9% 

MAR-10 80217.8073 747525 10.7% 

MAR-11 67188.8258 700538 9.6% 

MAR-12 58922.1459 664792 8.9% 

MAR-13 69450.3972 816657 8.5% 

MAR-14 74233.2933 905120 8.2% 

MAR-15 92750.6117 1188690 7.8% 

MAR-16 10630.921 1353443 7.9% 

MAR-17 136810.0891 1829584 7.48% 

MAR-18 154939.3488 2305212 6.72% 

MAR-19 159694.2326 2448438 6.52% 

CAGR % 15.63% 22.34%  

 

The share of wallet of UTI Mutual Fund in the industry has come down from 17% to 6.52% 

during the period 2003 to 2019 
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GEOGRAPHICAL DISTRIBUTION OF UTI MUTUAL FUND ASSETS 

AS ON DECEMBER, 2019 

Mutual Funds are not spread into nook and corners of the country. Major investments are 

concentrated in metro cities. In order to understand the geographical distribution of assets, 

SEBI had made it mandatory for Mutual Funds to disclose their geographical distribution in a 

specific format periodically. In the top 5 cities which includes Bombay, Delhi, Kolkata, 

Chennai and Bangalore the total assets under management is 47% of total all India asset. 

When we compare the concentration of assets in top 5 cities among top Mutual Funds viz. 

ICICI, HDFC, Reliance, SBI, Birla Mutual Fund and UTI Mutual Fund, the lowest 

concentration is that of UTI mutual Fund in top 5 cities. Similarly, when we compare the 

percentage of assets in cities beyond 75 cities, UTI MF is having 16% assets which is highest. 

It means UTI MF's spread is highest compared to other Mutual Funds which are mainly 

focussed at major cities. 

MUTUAL FUNDS ASSETS CLASSIFICATION GEOGRAPHY WISE AS ON 

DECEMBER 2019 

 

 

GEOGRAPHY  ICICI UTI SBI HDFC FRANKLIN 

TEMPLETON 

TOP 5 CITIES 71% 56.70% 69% 66.19% 59.06% 

NEXT 10 CITIES 14% 11.06% 11% 15.15% 16.07% 

NEXT 20 CITIES 7% 6.48% 7% 6.59% 6.39% 

NEXT 75 CITIES 7% 11.90% 10% 7.89% 4.46% 

OTHERS  1% 13.86% 3% 4.18% 14.02% 

TOTAL 100% 100% 100% 100% 100% 
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Asset distribution of top Mutual Funds in India in major cities indicates that for ICICI 90% of 

their AUM (Assets Under Management) is from top 15 cities which is the highest whereas 

forUTI MF it is 63% the lowest. Similarly in next 20 cities UTIMF & SBI held 8% and 9% of 

their AUM respectively. 

 

STATE WISE ASSET DISTRIBUTION OF UTI MUTUAL FUND AS ON 

DECEMBER 2019 

Total all India average AUM of Rs.158059.61crores 41.59 % is in MAHARASTRA followed 

by NEW DELHI with 8.077 % and WEST BENGAL with 6.73 % respectively. Similarly, 

there are some Union Territories and states where the of Mutual Fund assets is negligible. 
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Sl. 
No. 

Name of the States/ Union Territories  Total 
(in crores) 

Percentage of total 
AUM 

1 Andaman and Nicobar Islands 34.76 0.021991703% 
2 Andhra Pradesh 2038.66 1.289804524% 
3 Arunachal Pradesh 43.98 0.027824945% 
4 Assam 2253.14 1.425500164% 
5 Bihar 2830.68 1.790893955% 
6 Chandigarh 479.10 0.30311349% 
7 Chhattisgarh 1582.87 1.001438634% 
8 Dadra and Nagar Haveli& Daman and Diu 0.00 0% 
9 Goa 999.74 0.632508204% 
10 Gujarat 9354.56 5.91837472% 
11 Haryana 4392.75 2.779172997% 
12 Himachal Pradesh 399.13 0.252518654% 
13 Jammu and Kashmir 429.64 0.271821498% 
14 Jharkhand 1279.97 0.809802074% 
15 Karnataka 7747.87 4.901865821% 
16 Kerala 2112.81 1.336717204% 
17 Lakshadweep 0.00 0% 
18 Madhya Pradesh 3229.53 2.04323546% 
19 Maharashtra 65739.28 41.59144768% 
20 Manipur 52.12 0.032974901% 
21 Meghalaya 222.14 0.140541913% 
22 Mizoram 0.13 0.000082% 
23 Nagaland 38.80 0.024547701% 
24 New Delhi 12767.80 8.077838481% 
25 Orissa 3561.16 2.253048707% 
26 Others 351.12 0.222144038% 
27 Pondicherry 95.78 0.060597391% 
28 Punjab 2065.65 1.30688036% 
29 Rajasthan 4315.67 2.730406585% 
30 Sikkim 49.46 0.031291992% 
31 Tamil Nadu 5711.19 3.61331399% 
32 Telangana 5058.01 3.200064836% 
33 Tripura 136.00 0.086043487% 
34 Uttar Pradesh 7535.43 4.767460833% 
35 Uttarakhand 505.84 0.320031158% 
36 West Bengal 10644.84 6.734699649% 
 TOTAL 158059.61 100% 
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DEPARTMENTAL STRUCTURE OF UTI MUTUAL FUND 

The organisation is headed by Managing Director. All the departmental heads report to him. 

There are mainly three key areas like Fund Management, Marketing and Supporting Function 

in a Mutual Fund. 
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UTIMF SCHEMES TYPES 

There are various types of schemes catering to needs of different types of investors. As on 

September 30, 2016 there are 216 schemes under various categories of schemes. 

Thediagrammatic representation of types of schemes is as under 
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UTI INVESTOR SERVICING 

With advancement of technology the servicing of investors has shifted from a physical 

platform to digital platform making it better, faster and of lower cost. For example: Earlier 

the redemption proceeds of equity mutual funds used to take 10 working days for processing 

and generating the cheque. By the time it reaches through courier or post to investor, the total 

time used to be 2 weeks. Now for equity schemes the time followed by many Mutual Funds 

are T+3 working days (T is transaction day ) with direct credit facility to bank account on 3rd 

working day. 

The enhanced facilities to investors available in UTI MF now are: 

 Online investment facilities for all types of transactions 

 B2B application (UTI Buddy) for all types of distributors 

 Facilities of speedy fund credit through Real Time Gross Settlement (RTGS), 

 Online Statement of Account (SoA) anytime through website 

 Transactions through e-mails and fax for institutional investors 

 Various mobile enabled services. 

 24X & Contact centre — inbound contact centre 

 Monthly disclosure of portfolio through monthly fact sheet 

 Investor communication through UTI Equity Watch and UTI Treasury Watch, UTI 

monthly fact sheets. 

UTI FUND MANAGEMENT & RESEARCH 

An Asset Management Company's main function is managing the assets professionally. For 

this a team of efficient professionals and well designed technology base is very important. 

UTI AMC is the first AMC in India which installed FOS (Front Office System) a technology 

based wholly integrated fund management system which helps in compliance, transparency, 

efficiency in the fund management process. The different components of FOS are as below: 

1. Advisory 

2. Decision Making 

3. Execution 

4. Fund Manager 

5. Control 
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UTI PROFITABILITY 

UTI was set up as a Trust and a trust functions for social cause and not for profit. The 

organisation was functioning with no profit and no loss basis like an intermediary charging 

fees with twin objective of promoting savings among small savers and growth of capital 

market in India during initial years. However, after entry of private sectors to mutual fund 

business during 1990s, each organisation has to compete, survive and profitability though not 

everything is considered as an important aspect of its strength. The annual profits of UTI 

Mutual Fund after its bifurcation from UTI since 2003-04 are as below: 

          : Amt in crores 

Year PAT (profit after tax) 

2003-04 124.93 

2004-05 102.44 

2005-06 133.33 

2006-07 146.94 

2007-08 143.46 

2008-09 114.96 

2009-10 170.27 

2010-11 137.50 

2011-12 134.09 

2012-13 148.90 

2013-14 169.99 

2014-15 201.26 

2015-16 232.05 

2016-17 290.81 

2017-18 341.49 

2018-19 348.36 
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UTI LEADERSHIP 

There are many people associated with UTI who have left indelible imprint in Capital market 

development, pension sector development, regulatory development in India etc. Some of the 

developments carried out by heads of the organisation are summarised below: 

UTI Leaders since the year 1964 

Period 

from 

Period to Name of the Chairman/Head 

1-2-1964 30-4-1972 Mr R S Bhatt 

2-5-1972 30-4-1976 Mr James S Raj 

1-6-1976 31-12-1983 Mr GS Patel 

1-4-1984 30-3-1990 Mr M J Pherwani 

30-3-1990 30-1-1996 Dr S A Dave 

2-2-1996 31-12-1996 Mr Jagdish Capoor 

1-1-1997 30-6-1998 Mr G P Gupta 

8-9-1998 3-7-2001 Mr P S Subramanyam 

15-7-2001 1-2-2003 Mr M Damodaran 
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UTI MUTUAL FUND 

1-2-2003 19-12-2004 Mr M Damodaran 

13-1-2005 2-11-2005 Mr R H Patil 

3-11-2005 17-2-2011 Mr U K Sinha 

1-8-2013 Till date Mr Leo Puri 

 

The organisation was not having head for almost two and a half year from Feb-2011 to Aug- 

2013 during which the organisation lost many opportunities in all aspects of growth and 

development. The private mutual funds grew in much faster pace than UTI AMC. Being 

headless for an organisation of UTI stature was detrimental to its development. There are 

many other eminent people who were associated with UTI who have contributed significantly 

-a few among them are Mr A P Kurien, Mr P J Nayak etc. 

SHARE OF WALLET OF UTI MF AUM IN INDUSTRY SINCE THE 

YEAR 2000 

The share of wallet of UTI in the industry AUM used to be above 50% before the bifurcation. 

During the year 2000, the share was 67.74% having monopoly in the industry. Even though 

private sector players were allowed in 1993, the mutual fund industry was not having much 

traction and UTI used to be the leader. After bifurcation of UTI in 2003 the share of UTI 

came down drastically from 51.13% in the year 2002 to 17.30% in the year 2003. Even after 

facing the pain of splitting, the year 2004 was a good year and the SOW increased to 20.12% 

with AUM moving upward from Rs 13,744 crore to Rs.28,085 crore in 2004. However, since 

2004 there is gradual decline in SOW except the year 2010. The SOW came down from 

17.01% in 2003 to 6.52% in 2019. The main reasons for decrease in SOW are the increase in 

number of players and stiff competition among players. 
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      Share of UTI MF in mutual fund industry :Amount in crores 

YEAR UTIMF AUM 
YOY 

GROWTH 

INDUSTRY 

AUM 

YOY 

GROWTH 

UTI share wallet 

in mf industry 

Mar-00 76,547   113005   67.74% 

Mar-01 58,017 -24.21% 90587 -19.84% 64.05% 

Mar-02 51,434 -11.35% 100594 11.05% 51.13% 

Mar-03 13,516 -73.72% 79464 -21.01% 17.01% 

Mar-04 28,085 107.79% 139616 75.70% 20.10% 

Mar-05 20,740 -26.15% 149554 7.12% 13.90% 

Mar-06 29,519 42.33% 231862 55.04% 12.70% 

Mar-07 37,612.93 27.42% 326388 40.77% 10.90% 

Mar-08 48,982.82 30.23% 538508 64.99% 9.10% 

Mar-09 48,754.17 -0.47% 493285 -8.40% 9.90% 

Mar-10 80,217.81 64.54% 747525 51.54% 10.70% 

Mar-11 67,188.83 -16.24% 700538 -6.29% 9.60% 

Mar-12 58,922.15 -12.30% 664792 -5.10% 8.90% 

Mar-13 69,450.39 17.87% 816657 22.84% 8.50% 

Mar-14 74,233.39 6.89% 905120 10.83% 8.20% 

Mar-15 92,751 24.95% 1188690 31.33% 7.80% 

Mar-16 1,06,309.21 14.62% 1353443 13.86% 7.90% 

Mar-17 1,38,723.72 30.49% 1829584 35.18% 7.48% 

Mar-18 1,47,763.50 6.52% 2305212 26.00% 6.72% 

Mar-19 1,54,153.48 4.32% 2448438 6.21% 6.52% 

 

Analysing the growth of industry vis-a-vis the growth of assets of UTIMF, it is observed that 

the industry has grown from Rs. 79,464 Cr in 2003 to Rs. 24,48,438 Cr in 2019 with a 

CAGRof % 17.19 where as UTI MF asset has grown from Rs. 13,516 Cr in 2003 to Rs. 

1,54,153.48 Cr in 2019 with CAGR of 16.43 % which is lower than that of the industry 

average growth. 

 



49 
 

 

MAJOR CONTRIBUTIONS OF UTI 

UTI has created wealth for many investors in the last 50 years through profitable investments 

in tradable securities on behalf of the investors. Besides wealth creation, the organisations 

have many notable achievements: 

 Set up many institutions of national importance: To usher the growth of capital market 

and India's industrial development, role of UTI cannot be undermined. UTI set up or 

participated in setting up many institutions of national importance Viz. ILFS, NSE, 

CRISIL, ICRA, SCHIL, TDCIL, OCEI, NSDL, NEDFCL, UTI ITSL, UTI ICM, UTI 

Securities Exchange Ltd, UTI Bank (changed name to Axis Bank), UTI IAS, UTI 

Ventures Ltd, UTI International, UTI Capital, UTI Retirement Solutions Ltd etc. It also 

helped many Asian countries to set up their unit trusts including Srilanka . 

 Financial education: UTI set up the first of its kind institute in Asia, the UTI Institute of 

Capital Market for catering education in the field of Capital Market & Research. More 

recently, the Institute was taken over by SEBI and converted into National Institute of 

Securities Market. UTI MF during the year 2010 started its innovative education program 

called Swatantra- India's journey to financial freedom partnered with Government of 

India - Ministry of Corporate Affairs in which 4 caravans carrying educative materials 

covered entire India, around 1500 locations across 320 cities. Since then UTI Mutual 

Fund have conducted many investors awareness program through print media, electronic 

media, regular TV Presentations etc. covering many sensitive segments of the society like 

planning for school/college children, home makers, working women, elderly people etc.  

 Many social initiatives: UTI Mutual Fund has taken many social initiative for the benefit 

of the financially vulnerable segments of the society: 

 Scheme for Overseas Indian Workers (with collaboration of central ministry)  

 Teachers Pension Yojana for teachers of Bihar and Mukhyamantri Kanya Suraksha 

Yojna for girl children (with Govt. of Bihar collaboration) 

 Micro Pension initiative for many unorganized Sector workers with SEWA Bank, 

COMPFED, SHEPHERD etc.  

 Mukhyamantri Balika Sambal Yojana with Government of Rajasthan" 

 "Canserve" financial help for child cancer patients in collaboration with St.Jude India 

Child Care. 
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 The first mutual fund retirement scheme UTI retirement Benefit Pension Fund was 

launched in 1994 under balance category. 

 

Chapter -4 

THEORETICAL FRAME WORK 
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INTRODUCTION 

A mutual fund is a trust that pools the savings of a number of investors who share a common 

financial goal. The money thus collected is invested in capital market instruments such as 

shares, debentures, and other securities. The income earned through these investments is 

shared by its unit holders in proportion to the number of units owned by them. Thus a Mutual 

Fund is the most suitable investment for the common man as it offers an opportunity to invest 

in a diversified, professionally managed basket of securities at a relatively low cost. 

Investments in securities are spread across a wide cross section of industries and sectors and 

thereby reduce the risk. Asset Management Companies (AMCs) normally come out with a 

number of schemes with different investment objectives from time to time. A mutual fund is 

required to be registered with the Securities and Exchange Board of India (SEBI), which 

regulates securities markets before it can collect funds from the public. 

CONCEPT OF MUTUAL FUND: 

Mutual fund is a vehicle to mobilize moneys from investors, to invest in different markets 

and securities, in line with the investment objectives agreed upon, between the mutual fund 

and the investors. In other words, through investment in a mutual fund, a small investor can 

avail of professional fund management services offered by an asset management company.  

 

ROLE OF MUTUAL FUND: 

Mutual funds perform different roles for different constituencies. Their primary role is to 

assist investors in earning an income or building their wealth, by participating in the 

opportunities available in various securities and markets. It is possible for mutual funds to 

structure a scheme for any kind of investment objective. Thus, the mutual fund structure, 

through its various schemes, makes it possible to tap a large corpus of money from diverse 

investors.  

Therefore, the mutual fund offers schemes. In the industry, the words ‘fund’ and 

‘scheme’ are used inter-changeably. Various categories of schemes are called “funds”. In 

order to ensure consistency with what is experienced in the market, this Workbook goes by 

the industry practice. However, wherever difference is required to be drawn, the scheme 

offering entity is referred to as “mutual fund” or “the fund”.  



52 
 

The money that is raised from investors, ultimately benefits governments, companies or other 

entities, directly or indirectly, to raise moneys to invest in various projects or pay for various 

expenses.  

As a large investor,the mutualfundscan keep a check on the operations of the investee 

company, and their corporate governance and ethical standards 

ABOUT MUTUAL FUND SCHEMES 

Mutual funds seek to mobilize money from all possible investors. Various investors have 

different investment preferences. In order to accommodate these preferences, mutual funds 

mobilize different pools of money. Each such pool of money is called a mutual fund scheme.  

Every scheme has a pre-announced investment objective. When investors invest in a mutual 

fund scheme, they are effectively buying into its investment objective.                                              

ABOUT MUTUAL FUND SCHEME OPERATE 

Mutual fund schemes announce their investment objective and seek investments from the 

public. Depending on how the scheme is structured, it may be open to accept money from 

investors, either during a limited period only, or at any time.  

The investment that an investor makes in a scheme is translated into a certain number of 

‘Units’ in the scheme. Thus, an investor in a scheme is issued units of the scheme.  

Under the law, every unit has a face value of Rs. 10. (However, older schemes in the market 

may have a different face value). The face value is relevant from an accounting perspective. 

The number of units multiplied by its face value (Rs. 10) is the capital of the scheme – its 

Unit Capital.  

The scheme earns interest income or dividend income on the investments it holds. Further, 

when it purchases and sells investments, it earns capital gains or incurs capital losses. These 

are called realized capital gains or realized capital losses as the case may be.  
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ADVANTAGES OF MUTUAL FUND INVESTORS 

 

PROFESSIONAL MANAGEMENT 

Mutual funds offer investors the opportunity to earn an income or build their wealth through 

professional management of their investible funds. There are several aspects to such 

professional management viz. investing in line with the investment objective, investing based 

on adequate research, and ensuring that prudent investment processes are followed.  

 

AFFORDABLE PORTFOLIO DIVERSIFICATION 

Units of a scheme give investors exposure to a range of securities held in the investment 

portfolio of the scheme. Thus, even a small investment of Rs. 500 in a mutual fund scheme 

can give investors a diversified investment portfolio. As will be seen in Chapter12, with 

diversification, an investor ensures that all the eggs are not in the same basket. Consequently, 

the investor is less likely to lose money on all the investments at the same time. 

Thus, diversification helps reduce the risk in investment. In order to achieve the same 

diversification as a mutual scheme, investors will need to set apart several lakhs of rupees. 

Instead, they can achieve the diversification through an investment of less than thousand 

rupees in a mutual fund scheme. 

 

ECONOMIES OF SCALE 

The pooling of large sums of money from so many investors makes it possible for the mutual 

fund to engage professional managers to manage the investment. Individual investors with 

small amounts to invest cannot, by themselves, afford to engage such professional 

management. Large investment corpus leads to various other economies of scale. For 

instance, costs related to investment research and office space get spread across investors. 

Further, the higher transaction volume makes it possible to negotiate better terms with 

brokers, bankers and other service providers. Thus, investing through a mutual fund offers a 

distinct economic advantage to an investor as compared to direct investing in terms of cost 

saving. 
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LIQUIDITY 

At times, investors in financial markets are stuck with a security for which they can’t find a 

buyer –worse at times they can’t find the company they invested in! Such investments, whose 

value the investor cannot easily realize in the market, are technically called illiquid 

investments and may result in losses for the investor.  

Investors in a mutual fund scheme can recover the value of the moneys invested, from the 

mutual fund itself. Depending on the structure of the mutual fund scheme, this would be 

possible, either at any time, or during specific intervals, or only on closure of the scheme. 

Schemes, where the money can be recovered from the mutual fund only on closure of the 

scheme, are listed in a stock exchange. In such schemes, the investor can sell the units in the 

stock exchange to recover the prevailing value of the investment.  

TAX BENEFITS 

Specific schemes of mutual funds (Equity Linked Savings Schemes) give investors the benefit 

of deduction of the amount subscribed (up to Rs. 150,000 in a financial year), from their 

income that is liable to tax. This reduces their taxable income, and therefore the tax liability.  

The Rajiv Gandhi Equity Savings Scheme (RGESS) offers a rebate to first time retail 

investors (in equity or mutual funds) with annual income up to Rs. 12 lakhs. Mutual funds 

announce specific equity-oriented schemes that are eligible for the RGESS benefit.  

The RGESS benefit is linked to amount invested (excluding brokerage, securities transaction 

tax, service tax, stamp duty and all taxes appearing in the contract note). Rebate of 50% of 

the amount invested up to Rs. 50,000, can be claimed as a deduction from taxable income. 

The investment limit of Rs. 50,000 is applicable for a block of three financial years, starting 

with the year of first investment.  

Thus, if an investor invests Rs. 30,000 in RGESS schemes in a financial year, then he can 

reduce his taxable income for that previous year by 50% of Rs. 30,000 i.e. Rs. 15,000. In the 

following year, he still has an investment limit of Rs. 20,000 available. 
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LIMITATIONS OF MUTUAL FUND 

 

LACK OF PORTFOLIO CUSTOMIZATION 

Some securities houses offer Portfolio Management Schemes (PMS) to large investors. In a 

PMS, the investor has better control over what securities are bought and sold on his behalf. 

The investor can get a customized portfolio in case of PMS.On the other hand, a unit-holder 

in a mutual fund is just one of several thousand investors in a scheme. Once a unit-holder has 

bought into the scheme, investment management is left to the fund manager (within the broad 

parameters of the investment objective). Thus, the unit-holder cannot influence what 

securities or investments the scheme would buy. Large sections of investors lack the time or 

the knowledge to be able to make portfolio choices. Therefore, lack of portfolio 

customization is not a serious limitation in most cases. 

 

CHOICE OVERLOAD 

Over 1,800 mutual fund schemes offered by 45 mutual funds – and multiple options within 

those schemes – make it difficult for investors to choose between them. Greater 

dissemination of industry information through various media and availability of professional 

advisors in the market should help investors handle this overload.  

 

NO CONTROL OVER COSTS 

All the investor's moneys are pooled together in a scheme. Costs incurred for managing the 

scheme are shared by all the Unit-holders in proportion to their holding of Units in the 

scheme. Therefore, an individual investor has no control over the costs in a scheme.  
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MUTUAL FUND PRODUCTS AND FEATURES – EQUITY 

FUNDS 

A variety of schemes are offered by mutual funds. It is critical for investors to know the 

features of these products, before money is invested in them.  

EQUITY FUNDS 

These are by far the most widely known category of funds though they account for broadly 

40% of the industry’s assets, while the remaining 60% is contributed by debt oriented funds. 

Equity funds essentially invest the investor’s money in equity shares of companies. Fund 

managers try and identify companies with good future prospects and invest in the shares of 

such companies. They generally are considered as having the highest levels of risks (equity 

share prices can fluctuate a lot), and hence, they also offer the probability of maximum 

returns. However, High Risk, High Return should not be understood as “If I take high risk I 

will get high returns”. Nobody is guaranteeing higher returns if one takes high risk by 

investing in equity funds, hence it must be understood that “If I take high risk, I may get high 

returns or I may also incur losses”. This concept of Higher the Risk, Higher the Returns must 

be clearly understood before investing in Equity Funds, as it is one of the important 

characteristic s of Equity fund investing. 

EQUITY FUND DEFINITION 

Equity Funds are defined as those funds which have at least 65% of their Average Weekly 

Net Assets invested in Indian Equities. This is important from taxation point of view, as 

funds investing 100% in international equities are also equity funds from the investors’ asset 

allocation point of view, but have to pay tax on the Long Term Capital Gains made from such 

investments (which they do not have to in case of equity funds which have at least 65% of 

their Average Weekly Net Assets invested in Indian Equities.  

Equity Funds come in various flavours and the industry keeps innovating to make products 

available for all types of investors. Relatively safer types of Equity Funds include Index 

Funds and diversified Large Cap Funds, while the riskier varieties are the Sector Funds. 

However, since equities as an asset class are risky, there is no guarantee returns for any type 

of fund. International Funds, Gold Funds (not to be confused with Gold ETF) and Fund of 

Funds are some of the different types of funds, which are designed for different types of 

investor preferences. These funds are explained later. Equity Funds can be classified on the 

basis of market capitalisation of the stocks they invest in – namely Large Cap Funds, Mid 

Cap Funds or Small Cap Funds – or on the basis of investment strategy the scheme intends to 



57 
 

have like Index Funds, Infrastructure Fund, Power Sector Fund, Quant Fund, Arbitrage Fund, 

Natural Resources Fund, etc. These funds are explained later. 

 

DIVERSIFIED LARGE CAP FUNDS: 

Another category of equity funds is the diversified large cap funds. These are funds which 

restrict their stock selection to the large cap stocks – typically the top 100 or 200 stocks with 

highest market capitalization and liquidity. It is generally perceived that large cap stocks are 

those which have sound businesses, strong management, globally competitive products and 

are quick to respond to market dynamics. Therefore, diversified large cap funds are 

considered as stable and safe. However, since equities as an asset class are risky, there are no 

guaranteeing returns for any type of fund. 

 These funds are actively managed funds and they generally have higher expenses as 

compared to index funds. In this case, the fund manager has the choice to invest in stocks 

beyond the index.Thus, active decision making comes in.Any scheme which is involved in 

active decision making is incurring higher expenses and may also be assuming higher risks. 

This is mainly because as the stock selection universe increases from index stocks to large 

caps to midcaps and finally to small caps, the risk levels associated with each category 

increases above the previous category. 

 The logical conclusion from this is that actively managed funds should also deliver higher 

returns than the index, as investors must be compensated for higher risks. But this is not 

always so. Studies have shown that a majority of actively managed funds are unable to beat 

the index returns on a consistent basis year after year. Secondly, there is no guaranteeing 

which actively managed fund will beat the index in a given year. Index funds therefore have 

grown exponentially in some countries due to the inconsistency of returns of actively 

managed funds. 

 

 

 

 

 

 

 



58 
 

 

 

MIDCAP FUNDS 

After large cap funds come the midcap funds, which invest in stocks belonging to the mid cap 

segment of the market. Many of these midcaps are said to be the ‘emerging blue chips’ or 

‘tomorrow’s large caps’. There can be actively managed or passively managed mid cap 

funds. There are indices such as the CNX Midcap index which tracks the midcap segment of 

the markets and there are some passively managed index funds investing in the CNX Midcap 

companies. 

 

SECTORAL FUNDS 

Funds that invest in stocks from a single sector or related sectors are called Sectorial funds. 

Examples of such funds are IT Funds, Pharma Funds, Infrastructure Funds, etc. Regulations 

do not permit funds to invest over 10% of their Net Asset Value in a single company. This is 

to ensure that schemes are diversified enough and investors are not subjected to undue risk. 

This regulation is relaxed for sectorial funds and index funds. 

There are many other types of schemes available in our country, and there are still many 

products and variants that have yet to enter our markets. While it is beyond the scope of this 

curriculum to discuss all types in detail there is one emerging type of scheme, namely 

Exchange Traded Funds or ETFs, which is discussed in detail in the next section. 

 

EXIT LOADS 

A modified form of exit Load, wherein the investor has to pay different Exit Loads depending 

upon his investment period. If the investor exits early, he will have to bear more Exit Load 

and if he remains invested for a longer period of time, his Exit Load will reduce. Thus the 

longer the Exit Load, are paid by the investors in the scheme, if they exit one of the scheme 

before a specified time period. Exit Loads reduce the amount received by the investor. Not all 

schemes have an Exit Load, and not all schemes have similar exit loads as well. Some 

schemes have Contingent Deferred Sales Charge (CDSC). This is nothing but investor 

remains invested, lesser is the Exit Load 
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TYPES OF FUNDS 

OPEN-ENDED FUND 

Theseare open for investors to enter or exit at any time, even after the NFO. When existing 

investors acquire additional units or new investors acquire units from the open-ended scheme, 

it is called a sale transaction. It happens at a sale price, which is equal to the NAV. 

When investors choose to return any of their units to the scheme and get back their equivalent 

value, it is called a re-purchase transaction. This happens at a re-purchase price that is linked 

to the NAV.  

Although some unit-holders may exit from the scheme, wholly or partly, the scheme 

continues operations with the remaining investors. The scheme does not have any kind of 

time frame in which it is to be closed. The on-going entry and exit of investors implies that 

the unit capital in an open-ended fund would keep changing on a regular basis.  

 

CLOSE-ENDED FUNDS 

 have a fixed maturity. Investors can buy units of a close-ended scheme, from the fund, only 

during its NFO. The fund makes arrangements for the units to be traded, post-NFO in a stock 

exchange. This is done through a listing of the scheme in a stock exchange. Such listing is 

compulsory for close-ended schemes. Therefore, after the NFO, investors who want to buy 

Units will have to find a seller for those units in the stock exchange. Similarly, investors who 

want to sell Units will have to find a buyer for those units in the stock exchange. 

 Since post-NFO, sale and purchase of units happen to or from counter-party in the stock 

exchange – and not to or from the scheme – the unit capital of the scheme remains stable or 

fixed.Since the post-NFO sale and purchase transactions happen on the stock exchange 

between two different investors, and that the fund is not involved in the transaction, the 

transaction price is likely to be different from the NAV. Depending on the demand-supply 

situation for the units of the scheme on the stock exchange, the transaction price could be 

higher or lower than the prevailing NAV.  
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INTERVAL FUNDS 

combine features of both open-ended and close-ended schemes. They are largely close-ended, 

but become open-ended at pre-specified intervals. For instance, an interval scheme might 

become open-ended between January 1 to 15, and July 1 to 15, each year. The benefit for 

investors is that, unlike in a purely close-ended scheme, they are not completely dependent on 

the stock exchange to be able to buy or sell units of the interval fund. However, between 

these intervals, the Units have to be compulsorily listed on stock exchanges to allow investors 

an exit route.  

The periods when an interval scheme becomes open-ended, are called ‘transaction periods’; 

the period between the close of a transaction period, and the opening of the next transaction 

period is called ‘interval period’. Minimum duration of transaction period is 2 days, and 

minimum duration of interval period is 15 days. No redemption/repurchase of units is 

allowed except during the specified transaction period (during which both subscription and 

redemption may be made to and from the scheme). 

TYPES OF EQUITY FUNDS 

 

THEMATIC FUNDS  

Invest in line with an investment theme. For example, an infrastructure thematic fund might 

invest in shares of companies that are into infrastructure construction, infrastructure toll-

collection, cement, steel, telecom, power etc. The investment is thus more broad-based than a 

sector fund; but narrower than a diversified equity fund. 

 

EQUITY INCOME / DIVIDEND YIELD SCHEMES 

Invest in securities whose shares fluctuate less, and the dividend represents a larger 

proportion of the returns on those shares. The NAV of such equity schemes are expected to 

fluctuate lesser than other categories of equity schemes. 
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ARBITRAGE FUNDS 

Take opposite positions in different markets / securities, such that the risk is neutralized, but a 

return is earned. For instance, by buying a share in BSE, and simultaneously selling the same 

share in the NSE at a higher price. Most arbitrage funds take contrary positions between the 

equity market and the futures and options market. (‘Futures’ and ‘Options’ are commonly 

referred to as derivatives. These are designed to help investors to take positions or protect 

their risk in some other security, such as an equity share. They are traded in exchanges like 

the NSE and the BSE. Chapter10 provides an example of futures contract that is linked to 

gold).  

Although these schemes invest in equity markets, the expected returns are in line with liquid 

funds. 

 

QUANT FUNDS 

A typical description of this type of scheme is that ‘The system is the fund manager’, i.e. 

there are some predefined conditions based upon rigorous back testing entered into the 

system and as and when the system throws ‘buy’ and ‘sell’ calls, the scheme enters, and/ or 

exits those stocks. 

 

P/ E RATIO FUND 

A fund which invests in stocks based upon their P/E ratios. Thus when a stock is trading at a 

historically low P/E multiple, the fund will buy the stock, and when the P/E ratio is at the 

upper end of the band, the scheme will sell. 

 

INTERNATIONAL EQUITIES FUND 

This is a type of fund which invests in stocks of companies outside India. This can be a Fund 

of Fund, whereby, we invest in one fund, which acts as a ‘feeder’ fund for some other will 

sell. fund(s), invests in other mutual funds, or it can be a fund which directly invests in 

overseas equities These may be further designed as ‘International Commodities Securities 

Fund’ or ‘World Real Estate and Bank Fund’ etc 
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ELSS 

Equity Linked Savings Schemes (ELSS) is equity schemes, where investors get tax benefit up 

to Rs. 1Lakh under section 80C of the Income Tax Act. These are open ended schemes but 

have a lock in period of 3 years. These schemes serve the dual purpose of equity investing as 

well as tax planning for the investor; however it must be noted that investors cannot, under 

any circumstances, get their money back before 3 years are over from the date of investment. 

 

FUNDS OF FUNDS 

These are funds which do not directly invest in stocks and shares but invest in units of other 

mutual funds which they feel will perform well and give high returns. In fact such funds are 

relying on the judgment of other fund managers  
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CHAPTER -5 

DATA ANALYSIS AND INTERPRETATION  
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Mutual fund performance plays an important role in selection of mutual funds it explains 

risk-return aspect of a fund, return of investment, capital appreciation and profitability of a 

particular fund in respect to industry  

In order to perform a reliable analysis certain tools are taken into consideration are explained 

below 

Return  

Return is the amount received on an investment. The return is calculated as 

Rp =  
𝑁𝐴𝑉 𝑡−𝑁𝐴𝑉 𝑡−1

𝑁𝐴𝑉 𝑡−1
 

WhereNAV t = NAV of current day 

NAV t-1 = NAV of previous day 

Market return  

Market return refers to return or yield on the overall theoretical market portfolio 

whichincludes all assets and having the portfolio weighted for value it is calculated on daily 

NAV basis by using the below formula : 

Rm=  
𝑁𝐴𝑉 𝑡−𝑁𝐴𝑉 𝑡−1

𝑁𝐴𝑉 𝑡−1
 

Beta (β) 

Beta reflects how volatile the return from an investment in response to market swings. It 

measures the impact of the market forces on return expected from funds. Beta is calculated by 

relating portfolio return with market return using regression analysis. Beta values greater than 

one depicts high sensitivity of scheme’s returns against market being aggressive. Beta values 

less than one indicates defensive nature of the scheme. It measures the systematic risk of an 

asset. The CAPM is applied to compute the beta value from the following formula: 
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Compound Annual Growth Rate (CAGR) 

Compound Annual Growth Rate (CAGR) calculates the growth in variables (number of 

funds, funds mobilized, assets under management, number of schemes) on a yearly basis. 

CAGR = [((P1 / Po)^ (1/n)- 1) x 100] 

P1,Po, n are the variable in the current period, base period and the number of year 
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UTI MID CAP FUND 

Table: 1.1 

YEAR RETURN 
MARKET 
RETURN 

RISK FREE 
RATE OF 
RETURN 

STANDARD 
DEVIATION 

OF A 
PORTFOLIO 

BETA  

2014-15 76.5 57.9 8.32 0.9526 0.8411 
2015-16 -5.7 -4.3 7.75 1.1487 0.9349 
2016-17 26.1 35.4 6.97 0.8761 0.9326 
2017-18 12.5 14.8 6.92 0.875 0.9661 
2018-19 -7.8 -2.9 7.71 0.9922 0.9735 
 
Table: 1.2 

YEAR SHARPE RATIO  TREYNOR’S RATIO JENSEN RATIO 

2014-15 0.71572538 0.81060516 0.50021738 
2015-16 -0.11708888 -0.14386565 -0.03515545 
2016-17 0.21835407 0.20512546 0.33483818 
2017-18 0.06377143 0.057758 0.14532868 
2018-19 -0.15600483 -0.15932203 -0.02618835 

 
Graph1: Graphical representation of table 1.2 

 
INTERPRETATION  

As per the above data the UTI MID CAP FUND cagr returns decreased from 76.5 to -5.7 in 

year 2014-15 to 2015-16 and it increased to 26.1 in the year 2016-17 and decreased to 12.5 in 

the year 2017-18 and become negative as -7.8 in the year 2018-19. Due to the changes in the 

return the sharpe ratio varied from 0.7157 to -0.1560 and due to simultaneous changes in beta 

value the Jensen ratio varied from 0.5002 to -0.0261 
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UTI INFRASTRUCTURE FUND 

Table 2.1 

YEAR RETURN MARKET 
RETURN 

RISK FREE 
RATE OF 
RETURN 

STANDARD 
DEVIATION OF 

PORTFOLIO  

BETA OF 
PORTFOLIO 

2014-15 47.42% 24.06% 8.32% 1.3089 0.7902 
2015-16 -16.35% -22.39% 7.75% 1.3407 0.9003 
2016-17 32.80% 21.34% 6.97% 0.9016 0.6992 
2017-18 6.62% 5.76% 6.92% 0.7998 0.7652 
2018-19 -0.53% -5.10% 7.71% 1.006 0.8667 
 
Table 2.2 

YEAR SHARPE RATIO TREYNOR’S RATIO JENSEN RATIO 
2014-15 0.29871 0.494788 0.207584225 
2015-16 -0.17973 -0.26765 -0.19387695 
2016-17 0.286459 0.369382 0.170206239 
2017-18 -0.00378 -0.00395 0.060300341 
2018-19 -0.08192 -0.09509 -0.03391331 

 
Graph 2: Graphical representation of table 2.2 

 

INTERPRETATION  
As per the above data the UTI INFRASTRUCTURE FUND cagr returns decreased from 

47.42% to -16.35% in year 2014-15 to 2015-16 and it increased to 32.80% in the year 2016-

17 and decreased to 6.62% in the year 2017-18 and become negative as -0.53% in the year 

2018-19. Due to the changes in the return the sharpe ratio varied from 0.2987 to -0.0819 and 

due to simultaneous changes in beta value the Jensen ratio varied from 0.2075 to -0.0339 
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UTI CCF INVESTMENT 

Table : 3.1 

YEAR RETURN MARKET 
RETURN 

RISK FREE 
RATE OF 
RETURN 

STANDARD 
DEVIATION OF 

PORTFOLIO  

Beta 
 

2014-15 36.73 28.49 8.32 0.9239 1.0144 
2015-16 -8.09 -7.90 7.75 1.0896 0.9827 
2016-17 24.24 21.21 6.97 0.7795 0.9478 
2017-18 12.31 10.31 6.92 0.6308 0.9174 
2018-19 4.70 9.85 7.71 0.7493 0.9055 
 
Table : 3.2 

YEAR Sharpe ratio Treynor’s ratio Jensen ratio 
2014-15 0.374075 0.340702 0.320599 
2015-16 -0.15476 -0.17159 -0.08644 
2016-17 0.25025 0.205813 0.2184 
2017-18 0.089319 0.061415 0.100151 
2018-19 -0.04814 -0.03984 0.093304 
 

Graph 3 : Graphical representation of Table 3.2 

 
INTERPRETATION 
As per the above data the UTI CHILDRENS CARRER FUND investments cagr returns 

decreased from 36.73% to -8.09% in year 2014-15 to 2015-16 and it increased to 24.24% in 

the year 2016-17 and decreased to 12.31% in the year 2017-18 and decreased to 4.70% in the 

year 2018-19. Due to the changes in the return the sharpe ratio varied from 0.3740 to -0.0481 

and due to simultaneous changes in beta value the Jensen ratio varied from 0.3205 to 0.0933 
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UTI HEALTH CARE 

Table : 4.1 

 
YEAR 

 
RETURN 

MARKET 
RETURN 

RISK FREE 
RATE OF 
RETURN 

STANDARD 
DEVIATION OF 

PORTFOLIO  

BETA OF 
PORTFOLIO 

2014-15 52.32 54.72 8.32 1.004 0.9454 
2015-16 -14.24 -13.16 7.75 1.2166 0.8827 
2016-17 4.95 2.39 6.97 0.8846 0.9358 
2017-18 -8.33 -14.85 6.92 0.8897 0.7971 
2018-19 4.26 8.13 7.71 0.9198 0.7875 

 

Table : 4.2 

YEAR SHARPE RATIO TRYNEORS RATIO JENSEN RATIO 
2014-15 0.438247 0.465411 0.521866 
2015-16 -0.18075 -0.24912 -0.10707 
2016-17 -0.02284 -0.02159 0.02684 
2017-18 -0.17141 -0.19132 -0.10433 
2018-19 -0.03751 -0.04381 0.080408 
 

Graph 4: Graphical representation of Table 4.2 

 
 
INTERPRETATION 
 
As per the above data the UTI HEALTH CARE FUND cagr returns decreased from 52.32% 

to -14.24% in year 2014-15 to 2015-16 and it increased to 4.95% in the year 2016-17 and 

decreased to-8.33% in the year 2017-18 and increases to 4.26% in the year 2018-19. Due to 

the changes in the return the sharpe ratio varied from 0.4382 to -0.0375 and due to 

simultaneous changes in beta value the Jensen ratio varied from 0.5218 to 0.0804 
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UTI BANKING AND FINANCIAL SERVICES 

Table : 5.1 

YEAR RETURN MARKET 
RETURN 

RISK FREE 
RATE OF 
RETURN 

STANDARD 
DEVIATION OF 

PORTFOLIO  

BETA OF 
PORTFOLIO 

2014-15 43 44 8.32 1.2948 0.9428 
2015-16 -13 -15 7.75 1.3119 0.9415 
2016-17 41 33 6.97 1.0423 0.7404 
2017-18 12 16 6.92 0.8095 0.8704 
2018-19 10 22 7.71 1.0583 0.9501 

 

Table : 5.2 

YEAR SHARPE RATIO TREYNOR'S RATIO JENSEN RATIO 

2014-15 0.267841 0.36784 0.419591 

2015-16 -0.15817 -0.22039 -0.13669 

2016-17 0.326489 0.459616 0.262426 

2017-18 0.062755 0.058364 0.148232 

2018-19 0.021638 0.024103 0.212869 
 

Graph 5 : Graphical representation of Table 5.2 

 
INTERPRETATION 
As per the above data the UTI BANKING AND FINANCIAL SERVICES FUND cagr 

returns decreased from 43% to -13% in year 2014-15 to 2015-16 and it increased 41% in the 

year 2016-17 and decreased to 12% in the year 2017-18 and continues to 10% in the year 

2018-19. Due to the changes in the return the sharpe ratio varied from 0.2678 to 0.0216 and 

due to simultaneous changes in beta value the Jensen ratio varied from 0.4195 to 0.2128 
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CHAPTER-7 

FINDINGS, SUGGESTIONS AND CONCLUSION 
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FINDINGS  

 The study found that UTI MID CAP fund yield highest returns with 76.5% and lowest 

with -7.8% and over the years the fund continues to decrease and the fund under 

performed compared to its bench mark as 17.71% vs 18.87%. The fund sharpe 

treynor’s and Jensen ratios highest in the year 2014-15 as that is the year of best 

performance of the fund. The beta value of the fund ranges between 0.8 to 0.9 which 

indicates the low systematic risk. 

 The study found thatUTI INFRASTRUCTURE FUND gained highest of 47.42% and 

lowest in the year -0.17% and the fund over performed than its benchmark over past 

years as 12.46% vs 4.13%.the fund beta value ranges between 0.6 to 0.8 which 

indicates the low systematic risk.The fund sharpe treynor’s and Jensen ratios highest 

in the year 2014-15 as that is the year of best performance of the fund. 

 The study found that UTI CCF investments fund gained highest of 36.73% and lowest 

of -8.09% and the fund beta value ranges from 1.01 to 0.90 which is more correlated 

with the market. The fund performed better than the market with cagr 14.53% vs 

12.81% . The fund sharpe ratio ranges from 0.3740 to -0.0481 

 The study found that UTI HEALTH FUND gained highest of 52.32% and lowest of -

14.24% and the fund beta value ranges from 0.78 to 0.94 which reduces the 

systematic risk over the years and the fund vs market cagr was 7.65% vs 7.28%. The 

fund ratios decreases over the years 

 The study found that UTI BANKING AND FINANCIAL SERVICES gained highest 

of 43% and lowest of -13% and the fund beta values is 0.9 over the years which 

indicates that the fund is more correlated with market. The fund under performed 

compared to market with 17.04% vs 19.12% 
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SUGGESTIONS 

 Clearly UTI MID CAP FUND performed better compared to all other funds but it had 

under performed compared to its bench mark so, it is advisable to increase its returns 

compared to its benchmark  

 The UTI INFRASTRUCTURE FUND had given best results over the past 5 years 

with less systematic risk and more returns than its bench mark so it is advisable to 

continue this performance in future 

 UTI CHILDRENS CARRER FUND though given more returns than the benchmark 

its beta values range is high compared to other funds so, it is advisable to reduce these 

values  

 UTI HEALTH CARE FUNDcompared to its industry benchmarks given significant 

better performance even though its beta values are high so, it has to improve its 

performance 

 UTI BANKING AND FINANCIAL SERVICES is also a best performer compared to 

other funds it still have to perform better. It has under performed compared to its 

benchmark even though the beta value is 0.9 so, it is advisable to improve its 

performance 
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CONCLUSION 

The funds have different risk profile based on their operating industry nature so in order 

to invest smart with less risk it is advisable to allocate the investment funds 

proportionately along with allocation of weights based on the investment objective ie to 

build a portfolio based on desirable risk profile. 
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Chapter 1 

 
1.1  Introduction 

    A term inventory refers to the stock file of the products a firm is offering for sale and 

the components that make up the product. In other words, inventory is composed of 

assets that will be showed in future in the normal course of the business operations. The 

assets which firm store as inventory in anticipation of need are :- 

 Raw materials 
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 Work in process 

 Finished goods 

 

The raw material inventory contains item that are purchased by the firm from other and 

are converted into finished goods through the  manufacturing process. They are an 

important input of the final product. The working process inventory consists of items 

currently being used in the production process.  

They are normally semi finished goods that are  at various stages of production in a multi 

stage production process. A finished goods represented final or completed products 

which are yet be sold.  

 Inventory , as a current assets, differs from other current assets because only financial 

managers are not involved. Rather all the functional areas, finance, marketing, 

production, and purchasing are involved. The views concerning the appropriate level of 

inventory would differ among the different functional areas.  

The job of the financial Manger is to reconcile the conflicting view points of the various 

functional areas regarding the maximizing the owners wealth. Thus, inventory 

management, like the management of other current assets, should be related to the 

overall objective of the firm. It is in this context that the present chapter is devoted to the 

main elements of inventory management from the view point of financial management.  

 

 

 

 

 

 

 

 

 

 

1.2 NEED FOR STUDY: 



 

The need of maintaininginventory to facilitate smooth production and sales operations. 

An effective management of inventory helps in reduce costs which further keeps 

accounts and finances in check. Influence the decision to increase or decrease the levels 

of inventory to take the advantage of price fluctuations. Precautionary motive for holding 

inventory is to provide a safeguard when then actual level of activity is differ than 

anticipated. Thus inventory services whenthere is a unpredictable changes in the demand 

and supply forces. 

 

 

 

 

 

 

 

 

 

 

 

1.3 OBJECTIVES OF THE STUDY:- 

 

 To   determine the monitory value of   inventory management. 

 To present the conceptual and theoretical frame work relating to inventory 

management.   

 To evaluate the inventory management practices Atma Lubricant and 

Specilities Pvt Ltd.  

 To minimize investment in inventory at minimum level to maximize 

profitability. 

 

 

 

 

 



 

 

 

 

 

 

1.4 SCOPE OF STUDY  :- 

 

 This study deals with the inventory management in Atma Lubricant and 

Specialities. Pvt .Ltd. 

 The scope of study has therefore been limited to the analysis  of various 

inventory control technique the performance of inventory management. 

 The scope of the study  includes the ABC analysis of raw materials, work in 

progress and finished goods for financial years.  

 

 

 

 

 

 

 

 

 

 

1.5 METHODOLOGY OF STUDY:- 

 

        Methodology is a systematic procedure of collecting information in order to analyse  

and verify a phenomenon. The information is of  two types  

 



 Primary data 

 Secondary data 

 

 

 PRIMARY DATA:- 

 

                     It is information collected directly without any reference. Collected by 

interacting with the accounts manager. Sum of information has verified or supplemented 

with personal observation conducting with the concerned officers of financial department 

of Atma Lubricant and specialities PvtLtd.  

 

 SECONDARY DATA: 

      The secondary data was collected from already published source such as, pamphlets 

reference from text of annual reports, stock reports, books.  

 

1.6 LIMITATIONS :- 

 

 The findings of the study are applicable exclusively to Atma Lubricant and 

Specialities Pvt Ltd. 

 Thus study is conducted within a short period. The time factor is also limitation.  

 Some of the information was kept confidential by the department.  

 

 

 

 

 

 

 

 



 

 

 

 

 

 

 

 

 

    CHAPTER- 2 

                                             INDUSTRY PROFILE 

 

 

 

 

 

 

 

 

 

 

Introduction: 



                  The  Basic function of a lubricant are friction and wear reduction, heat 

removal and Apart from important application in internal contaminant suspension 

combustion engines, vehicles and industrial gear boxes, compressors, turbines or 

hydraulic systems, there are vast number of other applications, which mostly require 

specifically tailored lubricants. Designing a lubricant to perform above stated functions 

in different systems is a complex task, involving a careful balance of properties both in 

the lube base stocks and the performance enhancing additives. Between 5000 and 10000 

different lubricant formulations are necessary to satisfy more than 90% of all lubricant 

applications. 

                        Lubricants today are classified into two major groups: Automotive 

lubricants and Industrial lubricants. Automotive lubricants have to perform in different 

types of vehicles both petrol and diesel under/a variety of operating conditions. Modern 

vehicles are fuel efficient and comfortable with high levels of performance. They are 

required to meet stringent emission norms. Quality requirement of such lubricants are 

established by the Society of Automotive Engineers (SAE) and are specified in its 

classification system. Industrial lubricants can be subdivided into industrial oils and 

industrial specialties.  Specialties in this case are principally greases, metal working 

lubricants and solid lubricant films. Quality requirements for these types of lubricants are 

defined by original equipment manufacturers (OEM) and end users of the products. On 

the global lubricants market, automotive lubricants account for more than 60% of 

volumes sold. 

A Good Lubricants possess following characteristics;- 

 High boiling point 

 Low freezing point. 



 High viscosity index. 

 Stability to heat at working condition. 

 Corrosion preventive. 

 High resistance to oxidation and so one. 

 

History: 

             Romans used rags dipped in animal fat to lubricate wagon wheels; however the 

science of lubrication (tribology) really only took off with the industrial revolution in the 

nineteenth century. 

               A lubricant is a substance interposed between two surfaces in relative 

motion for the purpose of reducing the friction and wear between them. Lubricant 

provides a protective film which allows for two touching surfaces to be separated and 

"smoothed," thus lessening the friction between them and correspondingly less heat 

generation in the machine, thereby keeping the working temperature of machine parts 

within safe operating limits. Wear and tear of parts is thus greatly reduced resulting in 

fewer breakdowns, greater machine utility, lower maintenance cost and longer machine 

life. 

              The recorded use of lubricants dates back to almost to the birth of civilization, 

with early historical developments being concerned with the use of fats/oils of animal or 

vegetable origin in transportation or machinery. Ancient inscriptions dating back to 1400 

B.C. show early examples of systematic lubrication with animal fats (tallow) being 

applied to reduce friction on chariot wheel axels. From these very early roots, efforts to 

reduce friction were dependent on relatively abundant animal and vegetable-based oils. 



               During the middle ages (AD 450- 1450) there was a steady development in the 

use of lubricants, but it was not until AD 1600 - 1850 (particularly the industrial 

revolution in AD 1750 - 1850) that the value of lubricants in decreasing friction and wear 

was recognized. 

                Colonel William Drakestruck oil on Aug.27, 1859; marking the birth of the 

petroleum industry.He drilled first oil well at Titusville, Pa in America in 1859 and his 

well-publicized oil well created a new way to supply an arguably superior oil product, 

which accelerated the move toward the use of mineral oil and hastened the birth of the 

petroleum age. Petroleum-based oils were not widely accepted at first because they did 

not perform as well as many of the animal-based products. Raw crude did not make a 

good lubricant. But as the demand for automobiles grew, so did the demand for better 

lubricants. Lubricant manufacturers soon learned which crude made the best lubricants. 

In the 1920s, lubrication manufacturers started processing their base oils to improve their 

performance.   By 1923, the Society of Automotive Engineers classified engine oils by 

viscosity: light, medium and heavy. Engine oils contained no additives and had to be 

replaced every 800 to 1,000 miles.  

              By approximately 1930, solvent processing emerged as a viable technology for 

improving base oil performance using a fairly safe, recyclable solvent. Additives began 

to be widely used in 1947 when the API began to categorize engine oils by severity of 

service: regular, premium and heavy-duty. Additives were used to extend the life only in 

premium and heavy-duty oils. In 1950, multigame oils were first introduced which 

improved the hot and cold performance of the oil. For several decades, the lubricants 

industry continued to rely heavily on additive technology to improve the performance of 

finished oils. Lubricant quality improved significantly only when the additive chemistry 

improved.  



               Modern lubricants are formulated from a range of premium base fluids and 

advanced additive chemistry. The base fluids has several functions but primarily it is the 

lubricant providing a fluid layer separating moving surfaces or removing heat and wear particles 

while keeping friction at minimum. Many of the properties of the lubricant are enhanced or 

created by addition of special chemical additives to base fluids. 

 Nature of the Lubricants  

               A lubricant (colloquially, lube) is a substance (often an I liquid) introduced 

between two moving surfaces to reduce the friction and wear between them. A lubricant 

provides a protective which allows for two touching surfaces to be separated and 

"smoothed," thus lessening the friction between them. Lubricants chemically interact 

with all surfaces so that contact only occurs with the smooth and free lubricant. By this 

process, abrasive particles are dissolved into the lubricant, thus making them also very 

good solvents and cleaners. Petroleum-based lubricants like Vaseline  to dissolve 

petroleum products such as rubber and plastic, while water- based lubricants tend to 

dissolve polar chemicals (like water and dirt); hence the additives. The lubricant must be 

replaced when it has dissolved to saturation, because the inability to dissolve additional 

abrasive debris allows abrasive. Practices to scrape against or become lodge in the 

working surfaces,  thus introducing a margin for physical contact between them. 

Lubricants which dissolve working surfaces (like the petroleum products Vaseline with 

rubber)defeat their purpose by corroding the smooth surfaces by their own dissolving 

power, thus compromising structural integrity, surface smoothness, and system- wide 

contamination. 

         One of the single largest applications for lubricants, in the form of motor oil, is to 

protect the internal combustion engines in motor vehicles and powered equipment. 



Typically lubricants contain 90% base oil (most often petroleum called mineral oils) and 

less than 10% additives. Vegetable oils or synthetic liquids such as hydrogenated 

polyolefin's, esters, silicone, fluorocarbons and many others are sometimes used as base 

oils. Additives deliver reduced friction and wear, increased viscosity, improved viscosity 

index, resistance to corrosion and oxidation, aging or contamination, etc.  

           Lubricants such as 2-cycle oil are also added to some fuels. Sulfur impurities in 

fuels also provide some lubrication properties, which have to be taken in account when 

switching to a low-sulfur diesel; bio-diesel is a popular diesel fuel additive providing 

additional lubricity. 

          Non-liquid lubricants include grease, powders (dry graphite, PTFE, .Molybdenum 

disulfide, tungsten disulfide, etc.), Teflon tape used in plumbing, air cushion and others. 

Dry lubricants   

             Such as graphite, molybdenum disulfide and tungsten disulfide also offer 

lubrication at temperatures (up to 350°C) higher than liquid and oil-based lubricants are 

able to operate. Limited interest has been shown in low friction properties of compacted 

oxide glaze layers formed at several hundred degrees Celsius in metallic sliding systems, 

however, practical use is stil1 many years away due to their physically unstable nature.  

               Another approach to reducing friction and wear is to use bearings such as ball 

bearings,' bearings or air bearings, which in turn require internal lubrication themselves, 

or to use sound, in the case of acoustic lubrication. 

               In addition to automotive and industrial applications, lubricants are used for 

many other purposes, including as a personal lubricant, bio-medical applications (e.g. 

lubricants for artificial joints) and others.  



        Materials (petroleum-based or synthetic, and including greases); solids (such as 

graphite, molybdenum disulfide, soft metals, waxes, and plastics); and gases  

Limited interest has been shown in low friction properties of compacted oxide glaze 

layers formed at several hundred degrees Celsius in metallic sliding systems, however, 

practical use is stil1 many years away due to their physically unstable nature. 

 

 

General Composition 

                    Lubricants are generally composed of a majority of base oil and a minority 

of additives to impart desirable characteristics. 

The Background:  

             These are exciting times for the lubricant industry in India. Each one of the vast 

contingent of 22 Multinationals and a total of 80 big & small players are vying for a pie 

of Rs.5, 500 Crore market. Compared to the average World consumption of 35 Million 

tons per annum & Asia-Pacific region consumption of 7.5 million tones, the Indian lube 

industry with annual demand of 1 million tons is just behind Japan and China in Asia 

having a demand growth rate of 4% compared to the World growth rate ranging between 

zero to 2%. That is the lubricant industry in India today.  

Prior to 1992 the lubricant industry in India was controlled by the 4 major Public Sector 

Oil companies namely Indian Oil, HPC,BPC & IBP and a handful of private companies 

like Castrol, Gulf, Tidewater & others. With the distribution & canalization of base oil 

import being controlled by the Government of India, the duty on lube base oils from 85% 

to 30% and gradual scrapping of administered pricing observed the announcement of 



almost a new lube venture every month during 1994. Most of the new entrants formed 

associations with Indian companies both in the Private & Public sectors. All these new 

entrants are targeting for a very small share of the market considering that even 1% 

market share means a sale of Rs.55Crores.  

The Indian Oil controlled 54% of the lubricant market out of total PSU's market share of 

more than 90% during 91-92. The Government policy of deregulation followed by entry 

of multinationals through JVCs had its effect on the market dominance of PSUs. This has 

been followed by sudden entry of lot many players, each one claiming to have some 

international collaboration and a `foreign' brand name. This had its initial impact and 

illusions in the market and the market became more volatile. During these phases 

marketing channels of distribution had drifted from petrol stations to bazaar trade. 

 

 

 

The Marketing Channels:- 

The marketing channels for automotive lubricants in India consist of the following,  

 Petrol Stations 

 Wholesale Distributors 

 Lube Oil Shops 

 Auto Spare Shops 

 Authorized Service Stations 

 Garages 



 Rural & Agricultural dealers 

 Super Markets. 

Lubricant Industry Segmentation: 

            The lubricant industry can be divided into two major categories i.e., Automotive 

& Industrial brand of lubricants. The industrial segment basically comprises of Core 

Sector industries like Defense, Railways, State Transport Undertakings, Steel Plants, 

Coal Mines, Fertilizers, Power Houses, and Chemicals & Heavy Engineering Industries. 

In the industrial segment, the PSUs could successfully maintain their stronghold due to 

the reasons that the requirement is most end use specific, customer focused, productivity 

linked & service oriented. Here, price, quality, performance track record, R&D 

infrastructure for technology up gradation and product development for end use specific 

application & after sales service play the most significant role & FMCG techniques of 

promotion and creating illusions takes a back seat. Indian Oil virtually dominated and 

continues to dominate this sector through their proven track record of quality product and 

vast network of professionalized pre sales & after sales services. But the automotive 

segment which accounts for major share i.e., 67% of the lubricant market became soft 

target for new entrants and here private sector players could immediately consolidate 

their market share by adopting FMCG techniques. PSU oil companies in general and 

IOC in particular initially restricted their channel of distribution through their large 

infrastructure of marketing network i.e., petrol stations & distributor network. The focus 

happened to be on ensuring quality & customer accountability and restrict mushrooming 

of spurious trade in bazaar through the marketing channels where some kind of control 

could be exercised by the company. The major thrust put by Industry leader like Indian 

Oil at this juncture was to promote brand visibility and creation of brand image through 

endorsement, TV advertisements, & image building at Retail sites.  



Types of Lubricants:- 

 Lubrication by this method can be divided into four basic types or regimes.  

 Hydrodynamic or Full Fluid Film Lubrication 

 Boundary lubrication 

 Mixed Film Lubrication 

 Elastohydrodynamic Lubrication. 

 Functions of the Lubricants: 

   Lubricants perform the following key functions. 

   • Keep moving parts apart  

   • Reduce friction  

   • Transfer heat  

   • Carry away contaminants & debris  

   • Transmit power  

   • Viscosity index improvers  

   • Demulsifying/Emulsifying  

    • Protect against wear  

    • Prevent corrosion  

    • Seal for gasses  

    • Stop the risk of smoke and fire of objects  

Additives: 



                   A large number of additives are used to impart performance characteristics to 

the lubricants. The main families of additives are: 

     • Antioxidants  

     • Detergents  

     • Anti-wear  

     • Metal deactivators  

     • Corrosion inhibitors, Rust inhibitors  

     • Friction modifiers  

     • Extreme Pressure  

     • Anti-foaming agents  

      • Viscosity index improvers  

      •          Complexing agent (in case of greases)  

Societies and Industry Bodies: 

 American Petroleum Institute (API) 

 Society of Tribologists and Lubrication Engineers (STLE) 

 National Lubricating Grease Institute (NLGI) 

 Society of Automotive Engineers (SAE) 

 Independent Lubricant Manufacturer Association (ILMA) 

 European Automobile Manufacturers Association (ACEA) 

 Japanese Automotive Standards Organization (JASO) 

Lubricants Industry in India: 

http://en.wikipedia.org/wiki/American_Petroleum_Institute
http://en.wikipedia.org/wiki/Society_of_Tribologists_and_Lubrication_Engineers
http://en.wikipedia.org/wiki/National_Lubricating_Grease_Institute
http://en.wikipedia.org/wiki/Society_of_Automotive_Engineers
http://en.wikipedia.org/wiki/Independent_Lubricant_Manufacturer_Association
http://en.wikipedia.org/wiki/European_Automobile_Manufacturers_Association
http://en.wikipedia.org/wiki/Japanese_Automotive_Standards_Organization


                  There is a deregulation and increased competition in the lubricant industry in 

India .This analyzes market trends and channels for distribution and sales of lubricants. 

India is the sixth largest lubricant market in the world.     

               India is the sixth largest lubricant market in the world with approximate 

revenues of over Rs.70 billion in 2005 and growing at 4-5% annually. The automobile 

market accounts for a large share of lubricant sales, particularly the diesel engine-based 

vehicles. Key market drivers are the growing demand for four-stroke motorcycles, 

passenger cars, tie-ups with original equipment manufacturers, and the implementation 

of new pollution norms. 

                 Until 1993, the Indian lubricant market was highly regulated, clearly 

dominated by the public sector, with Castrol the only notable private player. As with 

other sectors, liberalization of the Indian economy brought many changes in the 

lubricants industry including the entry of foreign players. The pricing of base oil was 

deregulated in a phased manner and it is market determined now. Reduction of custom 

duties, decimalization and removal of quantitative restrictions under which base oil stock 

was allotted to the users on a quota basis, have also led to the growth in this sector. 

Lubricants in the World: 

   world  Lubricants to 2010 - Market Research, Market Share, Market Size, Sales, 

Demand Forecast, Market Leaders, Company Profiles, Industry Trends 

  Global demand for lubricants will reach 41.8 million metric tons in 2010. 

Gains will by driven by increasing motor vehicle ownership and use and growth in 

manufacturing activity. Engine oils will continue to claim over half of demand, while 

process oils will grow the fastest. Manufacturing markets will lead gains. 



   This study analyzes the $35.7 billion world lubricant industry. It presents 

historical demand data for 1995, 2000 and 2005 and forecasts to 2010 and 2015 by 

lubricant formulation (e.g., petroleum, synthetic, re-refined, vegetable-based), by product 

(e.g., engine oils, process oils, hydraulic fluids, metalworking fluids), by market (e.g., 

motor vehicle aftermarket, manufacturing), by world region and for 31 major countries. 

                  The study also considers market environment factors, details industry 

structure, evaluates company market share and profiles 32 major players including Shell, 

Exxon Mobil, BP, Chevron, Petro China, Total, Sinopec, and Lukoil. 

                   The development of lubricants is linked to the specific applications and 

application methods. On average, lubricating oils, which account for about 90% of 

lubricate consumption, consist of about 93% lube base stocks (Oils), and 75 chemical 

additives and other components. Base stocks used to formulate lubricants are normally of 

petroleum origin along with synthetic and vegetables oils, which may be incorporated for 

specialized applications. 

         The top 1% of the world’s manufacturers of finished lubricants accounts for more 

than 60% of global sales; the other 99% share less than 40. 

 

 

 

 

Lubricant Market: 



               The global lubricant market in the past 10 years has undergone dramatic 

changes due to industry consolidation. The industry has witnessed overall flat demand, 

sharp shifts in consumption, increased competition and greater pressure on profits.  

                 World lubricants demand   has remained flat around 38 MT/ A since 1991, 

despite some regional bright spots. Asia's demand grew 28.2% over the decade, but lube 

markets in central and Eastern Europe (including Russia) shriveled to half of what they 

were in 1980s, while Western Europe fell nearly 10%. For the year 2000, Africa 

consumed 4.9% of total world lubricants demand. The Centre for European Economic 

Research has forecast the long-term lubricant demand by region up to year 2010. 

             As per their estimates the world would consume a little over 40 MT of lubricants 

in the year 2010, with Africa accounting for 1.805 MT thus showing a growth of 2.6% 

over the years, against the total overall growth of 11.5% through 2010 as predicted by 

the study.   

 

 

Demand and Growth: 

           The global demand for Lubricants will reach 41.8 million metric tons in 2014. 

Genies will by driver by increasing motor vehicles owner ship, use and growth in 

manufacturing activities. 

          Demand for lubricants is forecast to increase one percent per year through 2006 to 

2.8 billion gallons, valued at  $ 8.3billions.Growth is expected to accelerate  as the 

industry recovers from a weak 2001 base, with advances coming primary from process 

oil and higher  performance  lubricants. 
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Company Profile 

           Atma Lubricants & Specialties Ltd is a professionally managed company 

established under the Companies Act (1 of 1956) in the year 1995. The company has 

started its commercial production and marketing operations in the year 1999 after 

establishing required infrastructure for processing and marketing of Automotive, 

Industrial Lubricants and Specialty Oils.  

              The main objects of the Company on its incorporation are, to engage in the 

Business of Processing, Blending, Compounding, Testing, Packing, Repacking, 

Selling, Marketing, Exporting and Importing, Transporting of Lubricants and other 

related products like Brake fluids, Lubricating greases from Indigenous, imported 

base stocks and other raw materials, and to deal in lube base stocks, mineral oils, 

Synthetic Base Stocks, Additives, and other Specialty 



               The company has installed a capacity of 4,500 kl per year (1,500 kl per year 

in a single shift) and other testing facilities for processing and Blending of various 

Lubricant Base Stocks and process oils with chemicals and additives to produce 

Automotive, Industrial Lubricants and Specialty Oils to meet the National / 

International / Customer established specifications to achieve customer satisfaction 

and to cater the lubricants requirements of Replacement Market, Fleet Owners, 

Institutions, Road Transport Organizations, OEM’s, Corporations and other Small, 

Medium and Large Scale Sector / Industries in Maharashtra and Southern States of 

India. The company has started its commercial production and marketing operations 

in the month of May 1999. 

              Presently, the company is concentrating to meet the requirements of the 

replacement market in the State of Andhra Pradesh by direct marketing through 

Dealer network. 

                The company is in the process of establishing Sales / Marketing strategies 

to cater the requirements in Tamilnadu, Karnataka, Kerala, Orissa and Maharashtra 

states to achieve 100% capacity utilization through appointing Dealers/ Stockiest/ 

Distributors/ Agents. 

             The company has established infrastructure facilities in such a way to double 

its capacity i.e., 9000 kl. per year (3000 kl. per year in a single shift) in the same 

premises. The registered office and factory of the company is located at 54-5-41, 5th 

road, Autonagar, Vijayawada - 520 007. 

 

Organisation Chart:    



                                Figure:2.1

 

 

Processing & Blending: 

                 ISO 9001 certification by D.N.V on processing & blending activity. 

Facilities for processing & blending of various Lubricants & Specialty Oils, process 

Oils of wide viscosity range from 2cst-1700cst [KV@400C] confirming to SAE/ISO 

VG grades. 

Wide Viscosity Grades: 

 Auto Engine lubricants ranging from SAE10W – SAE60  

 Auto Gear lubricants ranging from SAE75 – SAE 250, Industrial lubricants 

ranging  

 From ISO VG 2 – ISO VG 1500, Specialty & process Oils as per standard/user 

viscosity requirements. 

 Capacity to blend up to 4500 kl/ p.a. 



 Infrastructure availability to enhance capacity up to 9000 kl/ p.a. 

 Good track record in adhering to blending & packing schedule. 

 Quantities/volumes are assured @29.50 C by taking volume corrections at actual 

filling temperature. 

Calibration: 

All inspection, testing, measuring equipment / devices / gauges / reagents are calibrated 

periodically at defined frequency with in-house/National & International traceability. 

Inputs: 

Base Oils – All Automotive & Industrial Lubricants are processed from High Viscosity 

Index Group I base stocks. Imported Hydro finished base stocks are used for premium 

quality engine oils, Hydraulic oils. Regular availability of all paraffinic, Naphthenic, 

Aromatic base oils. 

Additives – Performance additive packages are blended to improve the quality of the 

lubricants to perform well in actual operating conditions to enhance lubricant and 

equipment life.  

Vision: “To be one of the leaders in lubricants and speciality oils processing 

industry in small scale sector in India" 

Manufacturing Process: 

   Lube oil is extracted from crude oil, which undergoes a preliminary purification 

process (sedimentation) before it is pumped into fractionating towers. A typical high-

efficiency fractionating tower, 25 to 35 feet (7.6 to 10.6 meters) in diameter and up to 



400 feet (122 meters) tall, is constructed of high grade steels to resist the corrosive 

compounds present in crude oils; inside, it is fitted with an ascending series of 

condensate collecting trays. Within a tower, the thousands of hydrocarbons in crude oil 

are separated from each other by a process called fractional distillation. As the vapors 

rise up through the tower, the various fractions cool, condense, and return to liquid form 

at different rates determined by their respective boiling points (the lower the boiling 

point of the fraction, the higher it rises before condensing). Natural gas reaches its 

boiling point first, followed by gasoline, kerosene, fuel oil, lubricants, and tars.  

Sedimentation  

1 The crude oil is transported from the oil well to the refinery by pipeline or 

tanker ship. At the refinery, the oil undergoes sedimentation to remove any water and 

solid contaminants, such as sand and rock that maybe suspended in it. During this 

process, the crude is pumped into large holding tanks, where the water and oil are 

allowed to separate and the contaminants settle out of the oil.  

Fractionating  

 2 Next, the crude oil is heated to about 700 degrees Fahrenheit (371 degrees 

Celsius). At this temperature it breaks down into a mixture of hot vapor and 

liquid that is then pumped into the bottom of the first of two fractionating towers. 

Here, the hot hydrocarbon vapors float upward. As they cool, they condense and 

are collected in different trays installed at different levels in the tower. In this 

tower, normal atmospheric pressure is maintained continuously, and about 80 

percent of the crude oil vaporizes.  

Filtering and Solvent Extraction  



4 After further processing to remove unwanted compounds, the lube oil that has 

been collected in the two fractionating towers is passed through several ultrafine filters, 

which remove remaining impurities. Aromatics, one such contaminant, contain six-

carbon rings that would affect the lube oil's viscosity if they weren't removed in a 

process called solvent extraction. Solvent extraction is possible because aromatics are 

more soluble in the solvent than the lube oil fraction is. When the lube oil is treated with 

the solvent, the aromatics dissolve; later, after the solvent has been removed, the 

aromatics can be recovered from it.  

 

 

Additives, Inspection, and Packaging  

5 Finally, the oil is mixed with additives to give it the desired physical properties 

(such as the ability to withstand low temperatures). At this point, the lube oil is subjected 

to a variety of quality control tests that assess its viscosity, specific gravity, color, flash, 

and fire points. Oil that meets quality standards is then packaged for sale and 

distribution. 

Figure: 2.2 



 

 

 

Quality Policy: 

                   Atma Lubricants & Specialities Ltd is established to cater Lubricating and 

Specialty oil requirements of the Industry through Processing, Blending, Testing, and 

Marketing and after Sales Service by complying with National, International and User 

defined Standards. 



                       We, the employees & Business Associates of ALSL shall endeavor to 

achieve customer satisfaction by continual improvement in Quality, Productivity, 

Delivery, and Cost Reduction and after Sales Service in line with the growing 

expectations of customers. We shall also strive to achieve planned objectives and targets 

of the Organization and improve our Systems, Practices and Business performance. 

            We shall be committed to comply with the requirements of international standard 

on       quality management system and continually improve its effectiveness in its true 

spirits through total employee involvement. 

 Quality Objectives: 

Quality Policy and vision is defined by the Management as mentioned in the 1st and 2nd 

page of ALSL/QSM/QP of this Quality Manual. Management is committed to implement 

its stated Quality Policy. Quality Policy is explained to all employees of the 

Organization. Quality Policy is displayed at various work places in the Organization. 

Management shall ensure that the Quality Policy is understood, implemented and 

maintained at all levels of the Organization. 

Corporate Objectives: 

 To be a continuously profit making company.  

 To continually improve process and productivity by optimizing 

Manufacturing, Administration &Marketing Costs.  

 To upgrade existing Quality Management System to ISO 9001:2000 

International Standard  

 To implement e-commerce &e-CRM for achieving Customer Satisfaction by 

2004-2005  



 To comply with QS 9000 &IS 14000 by 2004-2005 &Certification by 2006-

2007  

 To become a potential supplier to interested SSI/MSI/LSI and other 

institutions  

 To become a supplier for interested PSU's, RAILWAYS, Steel, Coal, Cement 

and other core sectors  

 General Requirements: 

Atma Lubricants & Specialties Limited has established a quality management system in 

line with ISO 9001: 2000 standard as documented in this quality assurance manual to 

implement, maintain and continually improve its effectiveness.  

For the effective implementation of the quality management system, Atma Lubricants & 

Specialities Limited has identified all the required processes and their applications and 

the methods / criteria needed to operate and control effectively those identified processes 

throughout the organization. Sequence and interaction of the processes are framed out 

through the Sequence diagram 

Appropriate process controls are established and documented in respective Procedures 

and Work Instructions of all processes to monitor, measure, and analyze the identified 

processes performance to achieve the planned results and continual improvement of 

these process Atma Lubricants & Specialties Limited does not outsource any process 

which affects the product conformity requirements.  

Product Range: 

1) Automotive Lubricating oils 

2) Industrial Lubricating oils 

3) Process oils 



4) Specialty oils 

5) Additional oil 

 

 

Automotive Lubricating Oils 

 Premium Engine oil 

 Special Genuine HD MG Engine oil 

 Ultra C3 

 Milcee Engine oil 

 Pump set oils HD type 

 ZOOMER-EF 2T Engine oil 

 PremiumGL-5 Gear oil 

 Premium EP Gear oil 

 ST Gear oil       

   Industrial Lubricating Oils 

 Hydraulic oil 

 AW Hydraulic oil [Additive Type] 

 Anti-Wear Hydraulic oil 

 High-Spin AWH Hydraulic oil 

 Systems oils 

 MESH EP  [Industrial Gear oil] 

 Cylinder oil 



 Process Oils: 

 Rubber Extender Oil 

 Process oil 

 Rubber Process oil 

 Specialty Oils: 

 KOOL CUT [soluble Cutting oil] 

 Rustic DW  [Rust Prevention oils] 

 Hi-Thermal Special 

 Quenching oils  [SM type] 

 Quenching oil- SPL [Additive type] 

Additional Oils: 

 Quenching oils  [Compounding type] 

 Refrigeration oils 

 Shock Absorber oils 

 Calibration oils 

                       Atma is the only lubricant Processing & Blending Company in A.P 

certified with ISO 9002 quality System. Our quality assurance Wing keep pace in setting 

quality standards, besides our Research and Development continuously strives hard for 

adding new product range of lubricants as per industry requirement 
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THEORITICAL FRAME WORK 

 

 

 

 

 

 



Inventories are resources of any kind having an Economic value. An inventory consists 

of Raw materials, Work-in-progress, finished goods and stores. Thus inventory control is 

all about planning and devising procedures to maintain an optimal level of these 

resources. 

Nature of inventory 

The investment in inventories constitutes the most significant part of current 

assets / working capital in most of the undertakings.  Thus, it is very essential to have 

proper control and management of inventories. 

 The purpose of inventory management is to ensure availability of materials in 

sufficient quantity as and when required and also to minimize investment in inventories. 

 Inventory may mean the stock of finished goods only.  In a manufacturing 

concern, it may include raw materials, work-in-progress and stores etc. 

Classification of Inventories 

The Inventories in an Industrial concern is generally classified as following: 

 Raw material Inventory  

            This is used in manufacturing. When the demand arises, they are drawn 

from stores and processed or use value is added during the process and finally 

finished product comes out. 

 Semi finished goods  

            When the material being processed, it may have to wait between two 

processes, such materials are known as semi finished goods or semi finished 

material or Work in process inventory. 



 Components  

          The parts used in assembly of product, are known as components. When 

these components are purchased from outside, it is known as bought out 

components or bought out material. 

 Spare parts Inventory  

When manufacturing or servicing facility breakdown, it is to be repaired. In such 

case, the defective or worn-out parts of the machine are to be replaced by new 

one. These new parts of the machine are known as spares or spare parts. 

 Obsolete Inventory  

           When any facility becomes unserviceable, and it is to be replaced by a new 

one, after replacing, the old machine/facility is to be disposed. Such machines, 

which have become useless, are termed as obsolete inventory. 

 Waste, Scrap and reject 

                This type of inventory occurs in manufacturing firms or in service 

Organizations. While processing material, chips are produced and it is of no use for 

the organization and it is to be disposed.  

 

Need for Holding Optimum Inventory 

Though inventory of materials is an idle resource (as they are not used immediately and 

stocked for future use), almost every business must maintain it for efficient and smooth 

running of its operations. If an enterprise has no inventory of material at all, on receiving 

a manufacturing order, it will have to place order for purchase of raw material, wait for 

arrival and receive of material and then start production. The customer will have to wait 



for a long period for the delivery of his product and may frustrated and turn to another 

manufacturer. Maintaining of inventory becomes necessary for the following reasons: 

 It helps in smooth and efficient running of the production system and the 

enterprise. It decouples the production from the customers and vendors. 

 It provides services to the customers at a short notice. Timely deliveries may 

increase the goodwill of the company. 

 In the absence of inventory, the enterprise may have to pay very high prices 

because of piecemeal purchasing. Maintaining inventory may earn price 

discounts on bulk purchases. It also takes advantage of favorable market. 

 It reduces the product cost, since there is an added advantage of batch production 

and mass production runs. 

 It acts as a buffer stock when raw materials are received late and shop rejects are 

too many. 

 Bulk purchases reduce the number of orders and hence less clerical work. 

 It helps in maintaining economy by absorbing some of the fluctuations when the 

demand for an item fluctuates or is seasonal. 

 

Motives for holding Inventories 

                 Economists have established three motives for holding inventories.  

 Transaction motive. 

 Precautionary motive. 

 Speculative motive. 

Transaction motive 



 Firms may require to hold certain amount of finished products perpetually in 

stock for display or demonstration purpose. They may also hold inventories to meet a 

sudden demand, thus reducing the delivery tags. 

Precautionary motive  

 Firms may hold inventories for fear of stock outs and losing its goodwill. Some 

of the precautionary motives give rise to ‘safety stock’ to deal with uncertainty in supply 

and demand. 

Speculative motive  

 A firm may also hold both raw materials and finished products when it expects a 

price in future, thereby realizing a stock profit. Inventories held for speculative motive 

are termed as profit-making inventory. Of the three motives  

Precautionary motive 

It requires much attention. Besides accumulation of inventory due to the three 

motives mentioned above, inventories also get accumulated because of inefficient 

management of working capital. This type of inventory is called, flabby inventory. In 

addition, there may be a contractual reason for holding some inventories. 

 

Contractual Requirements 

 Occasionally it may be necessary to carry a certain level of inventory to meet a 

contractual agreement. Some manufacturers require dealers to maintain a specified level 

of inventory in order to be the sole representative in a particular territory. 

Inventory Management 

Inventories represent a substantial amount of firm’s current assets. Proper 

management of Inventory is necessary so that this investment does not become too large, 



as it would result in blocking capital which could be used in productive aspect in 

somewhere else. Inventory Management covers efficient management of inventories in 

all its aspects including Inventory planning and programming, Purchasing, Inventory 

Control, receiving, ware Housing and Store keeping, Inventories handling and Disposal 

of scrap.   

In this context of Inventory Management the firm is faced with the problem of 

meeting two conflicting needs. 

 To maintain a large size of inventory for efficient and smooth production and 

sales operations. 

 To maintain a minimum investment in inventories to maximize profitability. 

The aim of Inventory management, thus, is to avoid excessive and inadequate levels 

of inventories and to maintain sufficient inventory for the smooth production and sales 

operations. 

 

An effective inventory management should 

 Ensure continuous supply of materials to facilitate uninterrupted production. 

 Maintain sufficient stocks of raw materials in periods of short supply and 

anticipate price changes. 

 Maintain sufficient finished goods inventory for smooth sales operations, and 

efficient customer services. 

 Minimize the earnings cost and time. 

 

OBJECTIVES OF INVENTORY MANAGEMENT 

The objectives of the inventory management are discussed under two heads: 



 Operating objectives. 

 Financial objectives. 

OPERATING OBJECTIVES: 

 The Operating objectives of Inventory management is further divided as follows  

 Availability of materials 

 The first and the foremost of inventory management is make all types of materials 

available at all times they needed by the production departments. So that the production 

may not be held up for want of materials. It is therefore advisable to maintain the 

minimum quantity of all materials to move on production schedule 

 Minimizing the wastage 

  Inventory management has to minimize the wastage at all levels that is during its 

storage in the god owns or at work in the factory.  

 

 Promotion of manufacturing efficiency 

 The manufacturing efficiency of the enterprise increases if right types of raw 

materials are made available to production department at the right time. It   reduces 

wastage & cost of production & improves the moral of workers. 

 Better service to customers 

In order to meet to the demand of the customers, it is the responsibility of inventory 

management to produce sufficient stock of finished goods to execute the orders received 

from customers. 

 Optimum level of inventories 

 Proper control of inventories helps management to procure materials in   right time 

in order to run the plant efficiently. Maintaining the optimum level of inventories 

keeping in view the operational requirements avoids the out of stock danger. 



FINANCIAL OBJECTIVE 

The Financial objectives of Inventory management is further divided as follows - 

 Economy in purchasing 

 Proper inventory management system brings certain advantages and economies in 

purchasing the raw materials. Management makes every attempt to    purchase raw 

materials in bulk quantity and to take advantage of favorable market    conditions. 

 Optimum investment and efficient use of capital 

The primary objective of inventory management, from financial point of view, is to 

have an optimum level of investment in inventories. Inventory Management has to setup 

minimum and maximum levels of inventories to avoid deficiency or surplus stocks. 

 Reasonable prices 

Inventory management has to ensure the supply of raw materials at a reasonable low 

price, but without sacrificing the quality. It helps to reduction of cost of production and 

improvement in the quality of finished goods in order to maximize the profits of the 

organization. 

 Minimizing the costs 

Minimizing inventory costs such as handling, ordering and carrying costs etc is one 

of the main objectives of inventory management. It helps in reduction of inventory costs 

in a way that it reduces the costs per unit of inventory and there by reduction of the total 

cost of production. 

Advantages of Inventory Management 

                The advantages gained by the firm by managing the inventory effectively are:  

 Introduction of a proper inventory management system helps in keeping the 

investment in the inventories as low as feasible. 



 Ensures availability of material by providing adequate protection against 

uncertainties of supplies and consumption of materials. 

 Allows full advantage of economics of bulk purchases and transportation. 

 Leads to reduction in inventory levels. 

 Releases more of capital for other operations. 

 Adequate customer service. 

 Advantage of price discounts by bulk pricing 

 

Causes of poor Inventory Management 

There are certain instances, which leads to poor inventory management.  

They are: 

 Over buying without regard to the forecast or proper estimate of demand to take 

advantage of favorable market. 

 Over production or production of goods much before the customer requires them. 

 Over stocking may also result from the desire to provide better service to the 

customers. Bulk production or purchase to cut down production costs also will result 

in large inventories. 

 Cancellation of orders and minimum quantity stipulations by the suppliers may also 

give rise to large inventories. 

Costs for Holding Inventory 

The three important costs considered in holding inventories are 

 Inventory Carrying Cost (or) Stock Holding Cost. 

 Procurement Cost or Setup Cost. 



 Shortage Cost or Stock-out Cost. 

 Inventory Carrying Costs or Stock Holding Costs  

              They arise on account of maintaining the stocks and the interest paid on the 

capital tied up with the stocks. They vary directly with the size of the inventory as well 

as the time the item is held in stock. Various components of the stockholding cost are: 

 

 Cost of Storage Space 

              This consists of rent for the space occupied by the inventory. Besides space 

expenses, this will also include heating, lighting and other atmospheric control expenses. 

 Depreciation and deterioration 

         They are especially important for fashion items or items undergoing chemical 

changes during storage. Fragile items like crockery which is liable to damage, 

breakage, etc. 

 Pilferage Cost 

         It depends upon the nature of the item. Valuable items may be more tempting, 

while there is hardly any possibility of heavy casting or forging being stolen. 

 Obsolescence Cost 

 It depends upon the nature of the item in stock. Electronic and computer components 

are likely to be fast outdated. Changes in design also led to obsolescence.  

 Handling cost 

              These include all costs associated with movement of stock, such as cost of labor, 

overhead cranes, gantries and other machinery used for this purpose. 

 Procurement Cost or Setup Cost 



They include the fixed and variable costs associated with placing of an order. In 

case of purchase models it is known as ordering cost. In case of manufacturing model, it 

is known setup cost.  

To place an order certain paper work is to be done. The cost of this paper work is 

taken as cost of ordering.  

 Shortage Cost or Stock-out Cost 

           These costs are associated with either a delay in meeting demands or the inability 

to meet it at all. Therefore, shortage costs are usually interpreted in two ways. In case the 

unfilled demand can be filled at a later stage (backlog case), these costs are proportional 

to quantify that is short as well as the delay time. They represent loss of goodwill and 

cost of idle equipment. In case the unfilled demand is lost (no backlog case), these costs 

become proportional to only the quantity that is short.  

TECHNIQUES OF INVENTORY MANAGEMENT 

The following are the techniques of the inventory management 

 Economic order quantity. 

 ABC analysis. 

 VED classification. 

 HML Classification. 

 SDE Classification. 

 FSN Analysis. 

 SOS classification. 



 XYZ Analysis. 

 Golf classification 

 MNG Analysis. 

Economic order quantity 

               A firm should not place either too large or too small orders. On the basis of a 

trade-off between benefits derived from the availability of inventory and the cost of 

carrying that level of inventory, the appropriate or optimum level of the order to be 

placed should be determined. The optimum level of inventory is popularly referred to as 

the economic order quantity (EOQ). It is also known as economic lot size. 

               The economic order quantity may be defined as that level of inventory order 

that minimizes the total cost associated with inventory management. I.e. it refers to the 

level of inventory at which the total cost of inventory comprising 

acquisition/ordering/set-up costs and carrying cost is minimal. 

EOQ = 2AO / C 

     A = Total annual requirement 

O = Ordering cost per order 

     C = Convey in cost per unit  

ABC analysis:- 

Usually a firm has to maintain several types of inventories. It is not 

desirable to keep same degree of control on all the items. The firm should pay maximum 

attention to those items whose value is highest. The firm should therefore classify 

inventories to identify which items should receive the most effort in controlling. This 

classification is done by the ABC analysis. 



The ABC analysis technique is based is based on the assumption that a 

firm should not exercise the same degree of control on all items of inventory.  

On the basis of the cost involved, the various inventory items are 

categorized into three classes:  

i. ‘A’ category. 

ii. ‘B’ category. 

iii. ‘C’ category. 

 Category ‘A’ items - More costly and valuable consumption items are classified as A 

items. But the ‘A’ category items are very less in volume (generally 20%) when 

compared to the total volume of inventory. 

 Category ‘B’ items - The items having average consumption value items are 

classified as B items. But the ‘B’ category items are very average in volume 

(generally 30%) when compared to the total volume of inventory. 

 Category ‘C’ items - The items having less consumption value items are classified as 

C items. But the ‘C’ category items are very high in volume (generally 50%) when 

compared to the total volume of inventory.   

VED Classification 

VED – Vital, Essential and Desirable classification is applicable largely to spare 

parts. Stocking of spare parts is based on strategies different from those of raw materials 

because of there consumption pattern is different. Here the spare parts are classified in to 

three categories. 

 

 Vital - The spares, the stock out of which even for a short time will stop the 

production. 



 Essential - The spares, the absence of which cannot be tolerated for more than a few 

hours or a day. 

 Desirable - The desirable spares are those spares which are needed but this absence 

for even a week or so will not stop the production. 

HML Classifications 

The High, medium and Low (HML) classification follows the same procedure as 

is adopted in ABC classification. Only difference is that in HML, the classification unit 

value is the criterion and not the annual consumption value. The items of inventory 

should be listed in the descending order of unit value and it is up to the management to 

fix limits for three categories. For examples, the management may decide that all units 

with unit value of Rs. 2000 and above will be ‘H’ items, Rs. 1000 to 2000 ‘M’ items and 

less than Rs. 1000 ‘L’ items. 

The HML analysis is useful for keeping control over consumption at 

departmental levels, for deciding the frequency of physical verification, and for 

controlling purchases. 

SDE Classification 

 The SDE analysis is based upon the availability of items and is very useful in the 

context of scarcity of supply. In this analysis, ‘S’ refers to ‘scarce’ items, generally 

imported, and those which are in short supply. ‘D’ refers to difficult items which are 

available indigenously but are difficult items to procure. Items which have to come from 

distant places or for which reliable suppliers are difficult to come by fall into ‘D’ 

category. ‘E’ refers to items which are easy to acquire and which are available in the 



local markets.The SDE classification, based on problems faced in procurement, is vital to 

the lead time analysis and in deciding on purchasing strategies. 

FSN Analysis:FSN stands for fast moving slow moving and non-moving. Here, 

classification is based on the pattern of issues from stores and is useful in controlling 

obsolescence.  

To carry out an FSN analysis, the date of receipt or the last date of issue, 

whichever is later, is taken to determine the number of months, which have lapsed since 

the last transaction. The items are usually grouped in periods of 12 months. 

SOS Classification 

Raw materials, especially agricultural inputs are generally classified by the 

seasonal, off-seasonal systems since the prices during the season would generally be 

lower. 

The seasonal items which are available only for a limited period should be 

procured and stocked for meeting the needs of the full year. The prices of the seasonal 

items which are available throughout the year are generally less during the harvest 

season. The quantity required of such items should, therefore, be determined after 

comparing the cost savings on account of lower prices, if purchased during season, with 

the higher cost of carrying inventories if purchased throughout the year. 

A Buying and stocking strategy for seasonal items depend on a large number of 

factors and more and more sophistication is taken place in this sphere and operational 

techniques are used to obtain optimum results. 

XYZ Analysis 



While the ABC analysis is based on the assumption on value, XYZ analysis is 

based on the value of inventory undertaken during the closing of annual accounts. X 

items are those having high value, Y items are those whose inventory values are medium 

and Z items are those whose inventory values are low. The percentages are similar to 

ABC analysis. This analysis helps find items with heavy stock. 

GOLF Classification 

The letter stands for Government, Ordinary, Local and Foreign. There are mainly 

imported items which are channelized through the State Trading Corporation (STC) 

Minerals and Metals Trading Corporation, etc. Indian Drugs and Pharmaceutical Ltd 

(IDPL), Mica trading corporation etc. These are special procedures of inventory control 

which may not applicable to ordinary items as they require special procedures. 

MNG Analysis 

The grouping of inventory items in this analysis takes place as: 

 M- Moving items 

 The items which are consumed from time to time are normally referred to as 

moving items. 

 N- Non moving items 

These items which are not and consumed in last one year are covered under 

this group. 

 G- Ghost items 



This group refers to such items which neither have been received nor issued during 

the year. The balance of such items shown in stock registers of the organization will be 

nil, both at the beginning and at the end of the previous financial year. 

Inventory Systems 

For an effective inventory management, an efficient inventory system should be 

maintained. Thus the importance of inventory systems cannot be neglected in the 

Inventory Management. The two important types of inventory systems available are 

 Periodic Inventory System. 

 Perpetual Inventory System. 

 Just-In-Time Inventory System. 

Periodic Inventory System 

In this system the quantity and value of inventory is found out only at the end of 

the accounting period after having a physical verification of the units in hand. The cost 

of materials used or goods sold is obtained by adding the total of inventory purchased 

during the period to the value of the inventory in hand in the beginning of the period and 

subtracting the value of inventory at the end of the period. 

In this system the inventory level is not monitored at all during the time interval 

between the orders, so it has the advantage of little or no required record keeping. The 

disadvantage is less control. 

Perpetual Inventory system 

It is a system of tracking and knowing the value of inventory and quantity of 

merchandise on hand at any time by tracking sales, returns and receipts with information 

systems. A positive feature of a perpetual system is that inventory level is continuously 



monitored, so management always knows the inventory status. This is advantageous for 

critical parts or raw materials and supplies. However, it can be costly. 

The perpetual inventory system consists of: 

 Bin Cards. 

 Stores ledger. 

 Continuous Stock taking. 

Bin cards 

 Bin cards are printed cards used for accounting the stock of material, in stores. 

For every item of materials, separate bin cards are kept. The details regarding the 

material such as the name of the material, the part number, the date of receipt and issue, 

the reference number, the name of the supplier, the quantity received and issued, the 

value of the material, the rate, the balance quantity, etc. are recorded in the bin card. 

 

 

Stores ledger 

Like bin cards, a stores ledger is maintained to record all the receipts and issues 

in respect of materials with the difference that along with the quantities, the values are 

entered in the receipt, issue and balance columns. 

Continuous stock taking 

 The perpetual inventory system is not complete without a systematic procedure 

for physical verification of the stores. The bin cards and the stores ledger record the 

balances, but their correctness can be verified by means of physical verification only.  

Just-In-Time Inventory System 



Now-a-days organizations are becoming more and more interested in getting 

potential gains from making smaller and more frequent purchase orders. In other words, 

they are becoming interested in just-in-time purchasing system. Just-In-Time system the 

materials arrive exactly when they are needed in the production process. Inventory 

remaining in warehouse collects dust and cost instead of revenue. Just-In-Time system 

avoids this cost. 

Various stock levels in Inventory Management 

The levels of inventory in any organization depend upon several factors including 

social, political, economic, ethic, fiscal, governmental policies at the global and national 

levels, which determine the demand and supply parameters of an item. At the unit level, 

cost, criticality, availability, service level, stock out, lead time, powers of delegation, 

consumption pattern, etc. affect the levels. The various stock levels fixed for effective 

management of inventories are  

 Minimum level. 

 Maximum level. 

 Ordering or reordering level. 

 Danger level. 

These levels serve as indices for initiating action on time so that the quantity of each 

item of material, i.e. the inventory holding is controlled or managed. Stock levels are not 

fixed on a permanent basis but are liable to revision in accordance with the changes in 

the factors determining the levels. 

Minimum level 

 It indicates the lowest figure of inventory balance, which must be maintained in 

hand at all times, so that there is no stoppage of production due to non-availability of 



inventory. The main considerations for the fixation of minimum level of inventory are as 

follows 

 Information about maximum consumption and maximum delivery period in 

respect of each item to determine its reorder level. 

 Average rate of consumption for each inventory item. 

 Average delivery period for each item. This period can be calculated by 

averaging the maximum and minimum period. 

The formula used for its calculation is as follows: 

Minimum level of Inventory = Reorder level – (Average rate of 

                                                  consumption * Average time of 

                               Inventory delivery). 

Maximum Level  

It indicates the maximum figure of inventory quantity held in stock at any time. The 

important considerations which should govern the fixation of maximum level for various 

inventory items are as follows: 

 The fixation of maximum level of an inventory item requires information about its 

reorder level. The reorder level itself depends upon its maximum rate of consumption 

and maximum delivery period. It in fact is the product of maximum consumption of 

inventory item and its maximum delivery period. 

 Knowledge about minimum consumption and minimum delivery period for each 

inventory item should also be known. 

 The determination of maximum level also requires the figure of economic order 

quantity. 



 Availability of funds, storage space, nature of items and their price per unit are also 

important for the fixation of maximum level. 

 In the case of imported materials due to their irregular supply, the maximum level 

should be high. 

 

The formula used for its calculation is as follows: 

Maximum level of Inventory = Reorder level + Reorder quantity   

                                                      (Minimum consumption * Minimum                                                         

                                                       reorder period) 

 

Reorder level 

             This level lies between minimum and maximum levels in such a way that before 

the material ordered is received into the stores, there is sufficient quantity on hand to 

cover both normal and abnormal consumption situations. In other words, it is the level at 

which fresh order should be placed for replenishment stock. It is set after consideration 

of the following factors. 

 Rate of consumption. 

 Minimum level. 

 Lead time, i.e. delivery time. 

 Variation in lead time. 

The formula used for its calculation is as follows: 

 

Reorder level = Maximum reorder period * Maximum Usage. 



 

 

Danger level 

 

 

Objectives of Inventory Valuation 

The objectives of inventory valuation are discussed here below as follows 

 Determination of Income  

The valuation of inventory is necessary for determining the true income earned by 

business during a period. 

 Determination of Financial position 

The inventory at the end of period is to be shown as a current asset in the balance sheet 

of the business. In case of the inventory is not properly valued the balance sheet will not 

disclose the correct financial position of the business 

 Methods of Inventory Valuation  

Since Inventory is the single largest asset in the balance sheet of most organizations, the 

valuation of inventory becomes of utmost importance and crucial to the financial 

executives. 

 

 Danger level = Average consumption * Lead time for emergency 

Purchases. 

 



 

Methods of Valuation of InventoriesThe different methods used for valuation of 

inventories may be enumerated as follows –  

Methods based on Actual cost 

 First-in-First-out method. 

 Last-in-First-out method. 

 Highest-in-First-out method. 

 Specific identification price. 

 Base stock price. 

 Adjusted selling price 

 

 

Methods based on Average cost 

 Simple average price. 

 Weighted average price. 

Methods based on Actual cost 

The methods of actual cost are as follows – 

 First-in-First-out Method 

 The First-in-First-out Method of pricing materials is based on the assumption that 

the materials which are purchases first are issued first. The flow of cost of materials 

should also be in the same order. 

 Last-in-First-out Method 



This method is just reverse of FIFO. It operates on the assumption that the latest 

received materials are issued first for production and those received first issued last. The 

price of the last lot of materials received is used for all the issues until all units from this 

lot have been issued after which the price of the previous lot received becomes the issue 

price. 

 Highest-in-First-out method 

Under this method, the highest priced materials are treated as being issued first. The 

closing inventory is kept at the lowest possible price. It is undervalued in times of rising 

prices and thus secret reserves are created. 

 

 

 

 

 Specific identification price  

The specific identification method may be used for inventories of items that are not 

ordinarily inter-changeable, or for goods manufactured for a specific purpose. This 

method is best suited for job order industries which carry out individual jobs or contracts 

against specific orders. 

 Base stock price 

  The base stock formula proceeds on the assumption that a minimum quantity of 

inventory (base stock) must be held at all times in order to carry on business. Inventories 

up to this quantity are stated at the cost at which the cost at which the base stock was 

acquired. 

 Adjusted Selling price 



 Under this method which is adopted by retailers, inventory is estimated at selling price 

and to value it at cost, the estimated gross profit is deducted there from. The alternative 

approach is to deduct current sales from the total goods available for sale at retail price. 

Methods based on Average cost 

The methods of average cost are as follows - 

 Simple average price  

Simple average price is the average of the prices without any regard to quantities. 

Simple average price is calculated by adding up different prices and then dividing by the 

number of different prices.  

 

 

 

 

 Weighted average price method 

 Weighted average price is calculated by dividing the total cost of material in stock by 

the total quantity of material in hand. Under this method, prices are averaged after 

weighting (i.e. multiplying) by their quantities. The average price at any time is simply 

the balance value figure divided by the balance units figure 
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   DATA ANALYSIS & INTERPRETATION 

 

 

 

 

 

 

 

 

 

 

Inventory Turnover Ratio 



Inventory turnover ratio indicates the efficiency of the firm in producing and 

selling its product.  It is calculated by dividing cost of goods sold by average inventory.  

Average inventory consists of opening stock plus closing stock divided by 2. A high 

inventory turnover ratio indicated that the product is selling well. A low turnover ratio 

implies poor sales and, therefore, excess inventory. 

 

Inventory turnover ratio= Sales / Average inventory 

 

Avg. Inventory  =   Opening Stock + Closing Stock 

     2 

 

     Table I 

Year Sales Avg. Inventory Ratio 

2013-14 136047623.10 59817197.80 2.27 

2014-15 52196041.25 55110400.63 0.94 

2015-16 51917733.60 146362821.20 0.35 

2016-17 246137242.30 243224535 0.10 

2017-18 416246905.90 348824307.90 1.19 

 



 

 Interpretation 

 During the period 2013-14 the inventory turnover ratio of the company was 2.27. 

It is satisfactory one as the company is able to generate sales around 6 times.  

 The inventory turnover ratio had been decreased to 0.35 in the year 2014-15. The 

reason for this is decrease in turnover which is mainly due to prevailing 

conditions in the industry 

 The inventory turnover ratio had been decreased to 0.10 in the year 2015-16. The 

reason for this is decrease in turnover which is mainly due to prevailing 

conditions in the industry. In this year also decreased trend has been there 

because of floods were effected on the production of cotton  

 In the year 2016-17, the inventory turnover ratio has been increased to 1.19. The 

main reason for this is due to increase in turnover and due to fall in average 

inventory. The reason for fall in average inventory is due minor purchases of the 

company in the year thus leading to low closing stock. 
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Inventory to Working Capital Ratio 

The Inventory to Working Capital ratio measures how well the company is able 

to generate cash using Working Capital at its current inventory level. An increasing 

Inventory to Working Capital ratio is generally a negative sign, showing the company 

may be having operational problems.  If a company has too much Working Capital 

invested in Inventory, they may have difficulty having enough Working Capital to make 

payments on Short-Term Liabilities and Accounts Payable.    

 

Inventory to working capital ratio =    Inventory / Working capital. 

                                            (or) 

                                           Inventory / (current assets - current liabilities) 

 

 

Table II 

 

Year Inventory Working Capital Ratio 

2013-14 114,002,011/- 95,680,454/- 1.19 

2014-15 80,575,080/- 82,984,423/- 0.97 

2015-16 50,956,007/- 113,932,184/- 0.45 

2016-17 73,197,800/- 115,467,110/- 0.63 

2017-18 81,788,844/- 149,768,976/- 0.55 

 



 

Interpretation 

 The inventory to working capital ratio in the year 2013-14 was 1.19 which is not a 

positive sign for the company. The main reason for this is increase in inventory level 

of the company. As the turnover of the company in this period is high, the company 

had concentrated in maintaining a high inventory level, thus leading to this negative 

inventory to working capital ratio. 

 The ratio further decreased to 0.45 in the year 2014-15. Here we find a fall in 

tremendous fall in inventory (due to fall in purchases). The ratio 9shows a positive 

sign. 

 In the year 2015-16 the ratio has increased to 0.63.This is due to increase in 

inventory level as there is increase in the purchases made by the company due to 

changing economic conditions. 

 In the year 2016-17 the ratio has decreased to 0.55. In this period we find an increase 

in both inventory and working capital making the ratio satisfactory. The increase in 
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current assets and decrease in current liabilities leads to the increase of working 

capital.  

 

Inventory to Sales ratio 

The Inventory to Sales ratio measures the percentage of inventory the company 

currently has on hand to support the current amount of sales. An increasing Inventory to 

Sales ratio is generally a negative sign, showing the company may be having trouble 

keeping inventory down and/or Net Sales have slowed, and can sometimes indicate 

larger financial problems the company may be facing.  Viewing this ratio over several 

periods reveals the important aspect of the company's ability to manage inventory while 

attempting to increase sales. 

 

Inventory to Sales Ratio = Inventory / Net Sales 

 

Table III 

Year Inventory Net Sales Ratio 

2013-14 114,002,011/- 442,986,937/- 0.25 

2014-15 80,575,080/- 321,524,948/- 0.25 

2015-16 50,956,007/- 255,690,814/- 0.19 

2016-17 73,197,800/- 491,022,488/- 0.14 

2017-18 81,788,844/- 508,418,684/- 0.16 



 

 

Interpretation 

 The Inventory to sales ratio in the year 2013-14 was 0.25. The reason for this is 

increase in inventory which is generally due increase in demand at the market. The 

increase in sales also controlled this ratio to a certain extent. 

 The ratio in the year 2014-15 also remains same as in previous year. Here in this we 

find a fall in both inventory and net sales thus balancing the ratio. But this is not a 

satisfactory one. 

 For the period 2015-16 the ratio had fall down to 0.19. This is mainly due to fall in 

inventory which is due fall in purchases made by the company. 

 The ratio in the year 2016-17 is said to be satisfactory as it fall down to 0.14. Here 

the increase in inventory along with net sales generates a desirable ratio. 

 The ratio had increased a little bit in the year 2017-18, but it remains satisfactory on a 

whole because we find a falling trend in the ratio. 
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Inventory to Current assets ratio:  

This ratio indicates the relationship between inventory to current assets. Higher 

the ratio shows that inventory is properly utilized in the organization. Inventory to 

current assets ratio is calculated as follows:  

Inventory to current assets ratio = Inventory / Current assets. 

 

Table IV 

Year Inventory Current assets Ratio 

2013-14 114,002,011/- 201,406,142/- 0.57 

2014-15 80,575,080/- 158,371,728/- 0.51 

2015-16 50,956,007/- 146,009,789/- 0.34 

2016-17 73,197,800/- 167,377,430/- 0.44 

2017-18 81,788,844/- 180,413,666/- 0.45 

 



 

 

 

Interpretation 

 The Inventory to current assets ratio in the year 2013-14 was 0.57.  During this 

period there is high demand in the market thus leading to maintaining of the 

inventories at a satisfactory ratio i.e. near to 60%. 

 The inventory to current assets ratio had been decreased to 0.51 in the year 2014-15. 

This is due to fall in both inventories and current assets. The significant drop in the 

level of inventory is due falling trend in demand thus leading to fall in purchases and 

finally on sales. The decrease in sales leads to fall in debtors and in turn on the 

current assets. 

 During the period the industry had recovered from lack of demand thus leading to 

increasing level of inventory. As a result of this we find a substantial increase in the 

inventory to current assets ratio. The inventory to current assets ratio in the period 

2015-16 was 0.44. 
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 Due to improvement in the environmental conditions the inventory to current assets 

ratio had been increased to 0.45 in the year 2016-17. In this period we find an 

increase in inventories and current assets. 

 

 

 

 

 

 

 

Inventory to total assets ratio: 

This ratio shows the relationship between inventories to total assets. Inventory is 

a part of the current assets of the company. It shows the portion of assets tied up in 

inventory. Generally, a lower ratio is considered better.  

Inventory to total assets ratio = Inventory / Total assets. 

Table V  

Year Inventory Total Assets Ratio 

2013-14 114,002,011/- 210,527,277/- 0.54 

2014-15 80,575,080/- 165,697,074/- 0.49 

2015-16 50,956,007/- 156,069,705/- 0.33 



2016-17 73,197,800/- 177,822,316/- 0.41 

2017-18 81,788,844/- 192,819,503/- 0.42 

 

 

Interpretation 

 During the period 2013-14, the inventory to total assets ratio was 0.54. This is due to 

rise in inventory resulting due to increase of turnover. The ratio is not a satisfactory 

one as it is above 0.5. 

 During the period 2014-15, the ratio had further decreased to 0.33 which is due to 

tremendous fall in inventory. The reason for this is fall in purchases of the company 

due to lack of demand in the industry. There is also a fall in total assets which is 

mainly due to fall of inventory. 

 During the period 2015-16, the ratio had gone up to 0.41 as a result of increase in 

inventory. The increase in purchases of the company during the period leads to 

increase of inventory. The other reasons for increase of total assets are increase in 

debtors (current assets) and purchase of fixed assets (tractors and cars). 
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 For the year 2016-17 the ratio is almost same as previous year. Here we find an 

increase in inventory and total assets to same extent. Increase in turnover leads to 

increase of inventory and debtors. 

 

 

 

 

Quick Ratio 

Quick ratio is an indicator of a company's short-term liquidity. It is also known as 

the "acid-test ratio" or the "quick assets ratio". It is obtained by subtracting inventories 

from current assets and then dividing by current liabilities. The conventional quick ratio 

is 1:1.    

        Quick ratio    =        Current assets – Inventory  Current liabilities 

                 (or) 

     =      Quick assets / Current liabilities. 

 

 

 Table VI 

Year Quick Assets Current Liabilities Ratio 

2013-14 120395977.70 134715296.34 0.89 

2014-15 154665476.80 151353220.16 1.02 

2015-16 225867830.60 38286177314 0.58 

2016-17 470599679.60 637834413.27 0.73 

2017-18 900517883.80 1000737270.75 0.90 



 

 

 

 

 

 

Interpretation 

 The quick ratio of the company in 2013-14 was 0.89; it has been slightly increased to 

1.02 in the year 2012-13 and further decreased to 0.58 in the year 2008-09. 

 The quick ratio had increased to 0.73, in the year 2013-14. At present the current 

ratio of the company was 0.90 i.e. in the year 2015-16.  

 It is maximum (1.02) in the year 2012-13, the reason for maximum quick ratio (in 

2012-13) is due to decrease in current liabilities when compared to 2013-14. 

 It is minimum (0.58) in the year 2013-14, this is mainly due to higher current 

liabilities. 
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Current Ratio 

A liquidity ratio measures a company's ability to pay short-term obligations.  If 

the current assets of a company are more than twice the current liabilities, then that 

company is generally considered to have good short-term financial strength. If current 

liabilities exceed current assets, then the company may have problems meeting its short-

term obligations. The conventional current ratio is 2:1 

Current ratio = Current assets / Current liabilities. 

Table VII 

Year Current Assets Current Liabilities Ratio 

2013-14 126854600.45 97846163.86 1.29 

2014-15 153345604.71 141430506.30 1.08 

2015-16 157479223.93 135454740.30 1.16 

2016-17 227803031.88 152092664.10 1.49 

2017-18 449046852.10 383601217.10 1.17 

 



 

Interpretation 

 The current ratio in 2011-12 was 1.29; it has been decreased to 1.08 in the year 2012-

13 and further increased to 1.16 in the year 2013-14.  

 The current ratio had increased to 1.49 in the year 2014-15. At present the current 

ratio of the company was 1.17 i.e. in the year 2015-16. 

 It is maximum (1.49) in the year 2014-15, the reason for maximum current ratio (in 

2014-15) is due to decrease in current liabilities and increase in current assets when 

compared to 2012-13. 

 It is minimum (1.08) in the year 2012-13, the reason for this is due to high current 

liabilities and low current assets. 
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ABC Analysis technique of Inventory management at ATMA LUBRICANT AND 

SPECILITIES Pvt Ltd. for the year 2013-14 
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 There are three items which comes under category A comprises of Fule oil,Lube 

oil,Hydraulic oil. These items cover 78% of total cost and 36% of total volume. 

These items are to be controlled strictly and are to be forecasted accurately. 

 The B category inventory comprises of four items which occupy about 6% of total 

cost and 13% of total volume. These items include Engine oil ,Gear oil require  only 

a moderate control. 

 There is one item which comes under C category i.e. Grease oil and Scrap. This item 

occupied 16% of total cost and 51% of total volume.  

 

 



ABC Analysis technique of Inventory management at ATMA LUBRICANT AND 
SPECILITIES Pvt Ltd. for the year 2014-15 

Table IX 

Sl.N

o. 

Name 

of the 

Item 

Units 

in 

barre

ls 

% 

of 

tota

l 

uni

ts 

Cumula

tive 

% of 

total 

units 

Unit 

cost 

Total 

cost 

% 

of 

Tot

al 

cost 

Cumula

tive  

% of 

total 

cost 

Categ

ory 

 

1. 

 

2. 

 

Fule oil 

 

Lube 

oil  

 

915 

 

3619 

 

5.7

2 

 

22.

63 

 

5.72 

 

28.35 

 

13,01

5/- 

 

6,621

/- 

 

11,909,5

57/- 

 

23,964,3

22/- 

 

23.

82 

 

47.

95 

 

23.82 

 

 

71.77 

‘A’ 

 

3. 

 

4. 

 

Engine 

oil 

Grease 

oil 

 

724 

 

21 

 

4.5 

 

0.1

3 

 

32.85 

 

32.98 

 

6605/

- 

 

1674/

- 

 

4,782,25

7/- 

 

35,165/- 

 

9.5

6 

 

0.0

7 

 

81.33 

 

81.4 

‘B’ 

    5. Gear oil  

10711 

 

67.

2 

 

100 

 

867/- 

 

9,291,46

6/- 

 

18.

58 

 

100 
‘C’ 



 

 
 
 
 
 
 

 

 

 

 

 

 

 

 

 

0

20

40

60

80

category A B C

% OF TOTAL UNITS

Series1 Series2

0

10

20

30

40

50

60

70

80

category A B C

% OF TOTAL INVENTORY

Series1 Series2



Interpretation 

 There are two items which comes under category A which comprises of Fule oil,Lube oil. 

These items cover 71% of total cost and 24% of total volume. These items are to be 

controlled strictly and are to be forecasted accurately. 

 The B category inventory comprises of two items i.e. Engine oil, Grease oil, which 

occupy about 10% of total cost and 5% of total volume. These items require only a 

moderate control.There is one item i.e. Gear oil which comes under C category. This item 

occupied 19% of total cost and 71% of total volume. Lose control is acceptable for these 

items. 

 

 

 

 

 

 

 

 

 

 

 

 

 

CHAPTER-VI 

   FINDINGS AND SUGGESIONS 

 

 

 



 

 

 

 

 

 

 

 

FINDINGS 

 From the study it has been observed that the inventory to turnover has been 

decreasing from 2016-17. and in the year 2013-14 the turnover ratio is good when 

compared to one in the year  2016-17. 

 From the study it was observed that inventory working capital ratio was fluctuating 

every year. But there is an overall performance of this ratio is satisfactory. 

 From the study it has been observed that the inventory to sales ratio has been falling 

from 2013-14 to 2014-15. The ratio in the year 2014-15 is a satisfactory one. 

 From the study it has been observed that the inventory to current assets ratio has been 

falling from 2015-16 to 2013-14. The ratio in the year 2013-14 is not a satisfactory 

one. 

 From the study it has been observed that the inventory to total assets ratio has been in 

a fluctuating pattern between the periods 2015-16 to 2014-15. The ratio is satisfactory 

in the year 2014-15 when compared to 2015-16. 

 From the study it has been observed that the inventory to quick assets ratio has been 

raising  from 2013-2014 to 2017-2018. Ratio in the year 2013-2014 is satisfactory 

one. 

 

 

 



 

SUGGESTIONS 

 The Atma Lubricants and specilities Pvt. Ltd. is suggested to maintain strict intensive 

control and better inventory management in relation to category ‘A’ items like Lube oil, 

Fule oil, Hydraulic oil as the unit cost of these items is also generally higher when 

compared to unit costs of other items.  

 It is suggested that the Atma Lubricants and specilities Pvt. Ltd, is required to give 

nominal importance and moderate control in relation to category ‘B’ items like Engine 

oil, Gear oil,  as the unit cost of these items are not so high and is medium when 

compared to unit cost of other items. 

 The Atma Lubricants and specilities Pvt. Ltd .is required to give lower importance in 

relation to category ‘C’ items like Grease oil, as they occupy high volume and there unit 

cost is very low when compared to other items. 

 The inventory to turnover ratio on an average is above eight times, so it is suggested that 

the Atma Lubricants and specilities Pvt. Ltd. is to take the steps so as to maintain the 

optimum inventory turnover ratio. 

 It is suggested that the Atma Lubricants and specilities Pvt. Ltd. Is required to take 

necessary steps so as to maintain the same inventory to working capital ratio as the ratio 

is satisfactory.  

 

 

CONCLUSION 

 

The economic life of any company depends on some important financial aspects 
like profit, experience, turnover etc. A careful analysis of these areas is very 
much essential for the success and survival of the company. For this purpose 
inventory management with help of technique like ABC analysis is to be carried 
out. A study of this type is very much useful to any company to keep in to the 
different financial aspects and to take some measure to improve. 

 

                                 In my view the inventory management of the company is 
supplying vital information about the inventory of the company in all aspects as 
per the ABC analysis. The company as maintain optimum level of inventoryas 
for the requirements and reached their goals.  
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   APPENDIX 

 

Balance Sheet of ATMA  LUBRICANT AND SPECIALITIES on 31-03-2012 

Particulars 31-03-2012 

Source of funds   

Share holders fund   

Share capital 1,00,00,000.00 

Profit &loss a/c 1,44,28,284.54 

Loan funds   

Secured loans 9,80,99,516.52 

Un secured loans  7,33,134.92 

Current liabilities& provisions    

Liabilities& provisions  38,28,61,773.14 

Other liabilities    

Differ tax liability 7,39,444.00 

Total funds  50,68,62,153.12 

Application of funds    

Net Fixed assets 5,77,93,101.02 

Current assets, loan& advances    

Inventories  21,95,88,087.40 



Sundry debtors 22,05,70,852.64 

Cash and bank balance  28,50,972.06 

Loans and advance 24,46,006.00 

prepaid expenses  35,90,934.00 

miscellaneous expenditure to the extent of not written of  22,200.00 

Total assets 50,68,62,153.12 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 Balance Sheet Sheet of ATMA LUBRICANT AND SPECIALITIES as on 31-03-
2013 

Particulars 31-03-2013 

Sources of funds  

Share holders fund  

Share capital 1,69,00,000.00 



 

 

 

 

 

 

 

Balance Sheet Sheet of ATMA LUBRICANT AND SPECIALITIES as on 31-03-
2014 

Particulars 31-03-2014 

Profit &loss a/c 5,95,15,770.85 

Loan funds   

Secured loans 13,14,30,609.93 

Un secured loans  5,72,698.92 

Current liabilities& provisions     

Liabilities& provisions  63,78,34,413.27 

Other liabilities    

Differ tax liability 7,39,444.00 

Total funds  84,69,92,936.97 

Application of funds    

Net Fixed assets 10,48,36,326.27 

Current assets,loan&advances   

Inventories  26,68,60,982.68 

Sundry debtors 43,37,15,019.73 

Cash and bank balance  1,27,56,084.79 

Loans and advances 2,41,28,575.00 

prepaid expenses  45,63,419.50 

miscellaneous expenditure to the extent of not written of  1,32,529.00 

Total assets 84,69,92,936.97 



Source of funds   

Share holders fund   

Share capital 10,35,00,000.00 

Profit &loss a/c 5,02,09,551.41 

Loan funds   

Secured loans 21,60,59,754.16 

Un secured loans  9,10,16,557.00 

Current liabilities & provisions     

Liabilities provisions  1,00,07,37,270.75 

Other liabilities    

Differ tax liability 7,39,444.00 

Total funds  1,46,22,62,577.32 

Application of funds    

Net Fixed assets 12,82,90,927.90 

Current assets,loan&advances   

Inventories  43,07,87,633.20 

Sundry debtors 89,63,10,138.16 

Cash and bank balance  17,28,258.98 

Loans and advances 24,79,487.00 

prepaid expenses  25,66,736.00 

miscellaneous expenditure to the extent of not written of  99,396.00 

Total assets 1,46,22,62,577.32 

 

 

 

 

 

 

 



 

 

Balance Sheet Sheet of ATMA LUBRICANT AND SPECIALITIES as on 31-03-
2015 

Particulars 31-03-2015 

Source of funds   

Shareholders fund   

Share capital 10,35,00,000.00 

Profit &loss a/c 135371267.59 

Secured loans 317952020.43 

Un secured loans  164138009 

Current liabilities & provisions     

Liabilities provisions  1051204671.78 

Other liabilities    

Differ tax liability 739444 

Total funds  1772905412 

Application of funds    

Net Fixed assets    133946314.50 

Investment 49000000 

Current assets, loan & advances    

Inventories  247870307 

Sundry debtors 1041595752.84 

Cash and bank balance  194775861.46 

Loans and advances 1007903 

prepaid expenses  4643011 

miscellaneous expenditure to the extent of not written of  66263 

Total assets 1772905412 

 

 

 



 

 

 

 Balance sheet Sheet of ATMA LUBRICANT AND SPECIALITIES as on 31-03-
2016 

Particulars 31-03-2016 

Source of funds  

Shareholders fund  

Share capital 203500000 

Profit &loss a/c 16708296.17 

Secured loans 292491053.75 

Un secured loans  90786472.00 

Current liabilities provisions    

Liabilities provisions  1301148760.25 

Other liabilities   

Differ tax liability 73944 

Total funds  1905374036 

Application of funds   

Net Fixed assets 14792231.14 

Investment 46600000 

Current assets,loan&advances  

Inventories  268642921.50 

Sundry debtors 1323615071.38 

Cash and bank balance  19215800.65 

Loans and advances 8728587.00 

prepaid expenses  12058981.50 

miscellaneous expenditure to the extent of not written of  33.130 

Total assets 1905374036 
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CHAPTER : 1  INTRODUCTION 
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INTRODUCTION OF THE STUDY  

 A cost analysis is a “technique and process of ascertaining costs”. It is a terminology of cost 

accounting, the amount of expenditure actual notional, incurred on or attributable to a given 
thing.The important reason behind my study is know the actual importance of cost in a 
manufacturing unit. It helps in the cost control and ascertainment of profitability as well as 
presentation of information for the purpose of managerial decision making. 

       My project mainly focuses on a cost sheet or cost statement which present the information 
regarding the various elements of cost incurred in production during a defined period of time 
Cost sheet is generally prepared at short intervals [weekly or monthly] and presents the total cost 
as well as cost per unit of products manufactured during the period. Cost sheet includes only 
such expenses that are a charge against profit. 

Financial management  

According to “Dr S N Maheshwari” “Financial management is concerned with raising financial 
resources and their effective utilisation towards achieving the Organizational goals”. 

According to Richard A. Brealey “Financial management is the process of  putting the available 
funds to the best advantage from the long term point of view of  business objectives”. 

Cost sheet  

Cost sheet is a document which provides for the assembly of the estimated detailed cost in 
respect of cost centres and cost units. It analyses and classifies in a tabular form the expenses on 
different items for a particular period. Additional columns may also be provided to show the cost 
of a particular unit pertaining to each item of expenditure and the total per unit cost.  

Cost sheet may be prepared on the basis of actual data [Historical cost sheet]. On the basis of 
estimated data [Estimated cost sheet] depending on the technique employed and the purpose to 
be achieved.  

Types  of costs 

Cost may be classified into different categories depending upon the purpose of classification. 
Some of the important categories in which the costs are classified are as follows : 

Variable cost  

 The cost which varies directly in proportion to every increase or decrease in the volume of 
output or production is known as variable cost.  
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 Fixed cost  

The cost which does not vary but remains constant within a given period of time and range of 
activity in spite of the fluctuations in production, is known as fixed cost.  

 

 

 Product cost  

Costs which become part of the cost of the Product rather than an expense of the period in which 
they are incurred are called as “product costs”. 

Period costs  

Costs which are not associated with production are called  “period costs”. They are treated as an 
expense of the period in which they are incurred. They may also be fixed as well as variable. 
Such costs include general administration costs, salesmen salaries and commission, depreciation 
on office facilities etc. They are charged against the revenue of the relevant period.  

Direct costs  

The expenses on material and labour economically and easily traceable to a product, service or 
job are considered as direct costs. In the process of manufacturing of production of articles, 
materials are purchased, labourers are employed and the wages are paid to them, certain other 
expenses are also incurred directly. All of these take an active and direct part in the manufacture 
of a particular commodity, hence are called “Direct costs”.  

Indirect costs  

The expenses incurred on those items which are not directly chargeable to production are known 
as “ indirect costs”. 

Opportunity cost  

Opportunity cost refers to the advantage, in measurable terms, which has been forgone on 
account of not using the facilities in the manner originally planned.  

Importance of cost sheet  

 It provides for the presentation of the total cost on the basis of the logical classification.  
 Cost sheet helps in determination of cost per unit and total cost at different stages of 

production.  
 Assists in fixing of selling price.  
 It facilitates effective cost control and cost comparison.  
 It discloses operational efficiency and  inefficiency to the management for taking 

corrective actions.  
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 Enables the management in the preparation of cost estimates to tenders and quotations.  

 

Cost unit and cost centre  

The technique of costing involves  

 Collection and classification of expenditure according to cost elements.  
 Allocation and apportionment of the expenditure to the cost centres or cost units or both.  

 

 

Cost unit  

In preparing cost accounts it becomes necessary to select a unit with which expenditure may be 
identified. The quantity upon which cost can be conveniently allocated is known as cost unit or 
unit of cost.  

According to the chartered institute of management accountants, London, defines “ a unit of 
quantity of product, service or time in relation to which costs may be ascertained or expressed”.  

Cost centre 

According to  the Chartered Institute of Management Accountants,London, cost centre means  “a 

location, person, or item of equipment for which costs may be ascertained and used for the 
purpose of cost control”. Thus, cost centre refers to one of the convenient units into which the 
whole factory organisation has been appropriately divided for costing purposes. Each such unit 
consists of a department or a sub-department or item or equipment or machinery or a person or a 
group of persons. Sometimes, closely associated departments are combined together and 
considered as one unit for costing purposes.  

Cost estimation and cost ascertainment  

Cost estimation is the process of pre-determining the costs of a certain product, job or order. 
Such pre-determination may be required for several purposes such as budgeting, measurement of 
performance efficiency, preparation of financial statements make or buy decisions, fixation of 
the sale prices of the products etc. Cost ascertainment is the process of determining costs on the 
basis of actual data. Hence, computation of future costs  is cost estimation.  

Cost estimation as well as cost ascertainment both are interrelated and are of immense use to the 
management. In case a concern has a sound costing system,the ascertained costs will greatly help 
the management in the process of estimation of rational accurate costs which are so necessary for 
a variety of purposes stated above. Moreover, the ascertained cost may be compared with the 
pre-determined costs on a continuing basis and proper and timely steps be taken for controlling 
costs and maximising profits.  
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SCOPE OF THE STUDY  

Cost accounting determines the deviation of the actual cost as compared to the planned expense, 
along with the reason for such variation. To verify the cost sheets and ensure the efficient 
application of cost accounting principles in the industries, cost audits are done. Cost reports are 
prepared from the data acquired through cost accounting to be analysed by the management for 
strategic decision making. To determine the price of a product or service, it is essential to know 
the total cost involved in generating that product or service. The actual cost of a product or 
service becomes higher than its standard cost.  
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OBJECTIVES OF THE STUDY  

 To ascertain total cost of production.  
 To ascertain each cost of unit.  
 To ascertain the prime cost of the company.  
 To study the cost sheet in Kwality feeds limited.  
 To identify the problems if any, and to provide appropriate suggestions for the 

improvement of the cost sheet.  
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LIMITATIONS OF THE STUDY  

 The cost is ascertained  on the basis of  full utilization of capacity. If  capacity is partly 
utilized, the cost may not be true.  

 Only past performance are available in the costing records but the management is taking 
decisions for future.  

 The study was conducted limited period of time available and analysis was done 
accordingly .  
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NEED FOR THE STUDY  

 The present study carried out is on “cost sheet analysis” of  kwality feeds limited, 
Ramanapudi.  

 As their is a need for every company to analysis its present financial position and trend. I 
was provided with the required data for analyzing present financial position in through 
financial statements of last five years.  

Cost statement is prepared with respective items of sales, stocks and profit. This statement is 
called as a production or output account. This statement showing and to know the various 
elements of cost is prepared. This study of statement mainly provides the detailed cost of a cost 
center or a cost unit, and also to know the total cost of a job, an operation, or an order. It brings 
out the composition of total cost in a logical order, under proper classifications and sub-
classifications.  

The focus of this study is an analysis of the performance of  Kwality feeds limited products. 
Through cost sheet, which is most widely used total cost of the each job and profit also. This 
evokes the interest and need for the study.  
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 METHODOLOGY OF  STUDY  

The systematic and scientific study of any research work the methodology is very important, 
because it deals with the choice of  Selecting the sample, research work design, data to be 
collected and the technique to be used for the collection and analysis of data.  

The current study i.e., “Each job cost and total cost of  kwality feeds limited products through 
cost sheet” has been collected from both the sources of data.  

Data collection : 

There are two sources to collect data. They are : 

 Primary data  
 Secondary data 

Primary data 

It  is the information collected directly without any references. It is mainly collected through the 
interactions with concerned officers and staff, either individually or collectively for the Present 
study, researcher collected the data by interacting with the financial manager.  

Secondary data  

This is the data collected by somewhere else and published somewhere else. This data can be 
collected from the number of books, records of the company, the annual reports published by the 
company and other magazines. The secondary data collected from the following : 

 Balance sheets  
 Profit & loss a/c‟s 
 Annual reports of the company  
 Other books and journals  
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CHAPTER  : 2    COMPANY PROFILE 
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ABOUT THE COMPANY  

Kwality Feeds Ltd was established in the year 1993 with the objective of becoming preferred 

aqua feed supplier to the developing aquaculture industry in India. In the year 2005 it has 

revolutionized the Indian aquaculture by introducing high performance extruded floating fish 

feeds. 
 
 
Our Mission 

 

To provide healthy and sustainable growth for customers by creating innovative feed solutions to 

develop aquaculture. 
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OUR VALUES  

 

 

 

 

PROCESS OVERVIEW 

 

                                          The Kwality fish feed production secures the right nutritional 
ingredients in the finished product together with the physical criteria‟s linked to the different 

Kwality products. 

                                         The main ingredients are marine raw materials, vegetable raw materials 
and other ingredients such as starch, pigment, vitamins and minerals. 

                                        The Kwality plants do have advanced operating systems and the process 
is controlled from a central control room from where process data are monitored. 

   

 

 

 

 

 

                                                                     

Respect Courage Innovation  Execution  Openness 

We act with 
integrity based on 
mutual trust and 
recognize the 
inherent value of 
all people and the 
environment.  

We like challenges 
and take measured 
risks.We drive 
change and 
improvement.We 
strive for being 
winners.  

We seek 
opportunities and 
strive for 
innovative 
business solutions 
internally and 
externally on 
behalf of our 
customers  

Based on skills 
and insights we 
act and get things 
done.We value 
personal 
responsibility and 
initiative.  

We work with 
others in an open 
and inclusive 
way.We are 
reliable and trust 
worthy.We work 
and act global.  
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Raw Materials  

 
 

Process 

 

Dry raw material storage 

The dry raw materials are mainly stored in silos to keep the ingredients cool and dry.  

 

Oil storage 

The oil fish oil and vegetable oil are stored in storage tanks. 

 

Dry powder dosing 

The dry ingredients are dosed from dosing silos down into a batch scale according to recipe.                                                                                                                                                                                       
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Grinding 

To secure a homogenous product even in the smallest products it is necessary to grind the 

products. The equipment used is hammer mills. 

 

Mixing  

 To be sure of a homogenous product the batch is mixed in a mixer. 

 

Extrusion 

The dry powder is transferred to the extruder where water steam and mechanical energy are 

transferred to the product. The temperature at the end of the extruder increases to 115 to 120 °C . 

The high temperature and the mechanical work melt the starch. In the extrusion process the 

powder becomes a high viscose liquid. Passing the dies at the end of the extruder the product 

expands due to the pressure drop at the dies. The microstructure in the pellet is formed by this 

expansion and makes space for further oil dosing. 

 

Drying 

The water added into the extruder is removed by drying. The pellets are dried in dryers with a 

drying time from 40 to 90 minutes. The product temperature drops from 90 °C to about 50 °C in 

the drying process. 

 

Coating of oil 

In most of the feed recipes oil is added to the pellets. The dried pellets are coated with oil in a 

batch vacuum coater. 

 

Cooling 

To secure and stabilize the products the products are cooled to room temperature. 

 

 Bagging 

After cooling the product is sifted and taken out in 25 to 50 kg bag.        
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 PRODUCTS 

Kwality Feeds brings a new generation of efficient Floating Fish feeds which help achieve the 

best possible total economic performance in your fish farm. Our concept optimizes the feed to a 

targeted performance in terms of Feed Conversion Ratio and Growth Rate without depending on 

particular raw materials. It supplies the digestible energy needed for maintenance and the 

targeted growth performance at each stage in the fish life cycle. It delivers an adequate amount 

of digestible proteins with the right amino-acid profile in order to enable the fish to fully utilize 

its growth potential. It provides the vitamins, minerals, and other micronutrients necessary for 

growth and development. Utilizing advanced optimization tools and the results through research 

and trials our team of product developers can efficiently match the nutritional requirements of 

the fish at each individual growth stage. 

 
 

Benefits of Kwality Floating fish Feed 

 Eco Friendly 

 Low Feed Conversion Ratio 

 High Growth Rate                 

 Higher Biomass 

 Highly Palatable 

 Easy Feeding Management  
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FEED COMPOSITION  

 

Product code Protein % 
(min)  

Fat %  (min)  Fibre % 
(min)  

Moisture 
%(max)  

Energy 
(Kcal)  

203 20 3 7 11 2300 

243 24 3 7 11 2500 
283 28 3 6 11 2800 
304 30 4 6 11 3000 
326 32 6 6 11 3400 
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 Director Details  

 

DIN DIRECTOR NAME DESIGNATION APPOINTMENT 
DATE  

00153302 GOPAL KRISHNA 
VENKATA KOGANTI    

Whole time Director  01-04-2005 

07179182 KOGANTI 
SAMBASIVA RAO  

Director  14-05-2015 

00153352  KOGANTI 
ANJANEYULU  

Managing Director  01-04-2005 

07179184  KOGANTI SIVA 
KRISHNA  

Director  14-05-2015 

 

Charges/Borrowing Details 

 

Charge ID  Creation date Modification 
Date  

Closure 
date 

Assets under 
charge  

Amount  Charge 
Holder  

10337951 2012-02-13 _ 2014-07-21 Immovable 
property or any 
interest therein  

35000000 Kotak 
Mahindra 
Bank 
limited  

10002113
5 
 
 
 

2016-03_28 - - Immovable 
property or any 
interest therein 
;Book debts 
;Movable 
property  

50000000 State Bank 
of India  

90131124 1994-03-30 - 2017-11-09 Immovable 
property or any 
interest therein  

5470000 Andhra 
pradesh 
state 
financial 
corporatio
n  

90131976 1994-06-07 - 2017-10-21  214041 The 
KARUR 
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VYSYA 
BANK 
LTD  

90135483 1995-06-28 - 2017-10-21  2000000 The 
KARUR 
VYSYA 
BANK 
LTD  

90131970 1994-05-25 - 2017-10-21  230000 The 
KARUR 
VYSYA 
BANK 
LTD  

90133740 1994-12-28 - 2017-10-21 Immovable 
property or any 
interest therein  

5500000 The 
KARUR 
VYSYA 
BANK 
LTD  

90135509 1995-09-25 - 2017-10-21   2000000 The 
KARUR 
VYSYA 
BANK 
LTD  

90136310 2004-03-26 2014-11-13 -  178702000 State Bank 
of India  

 

  

                                  

RESOURCES 

 Water Quality in  Fresh Water Aquaculture.  
 Feeding Program for Pangasius.  
 Feeding Program for White fish 
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Company Details  

CIN U01222AP1993PLC015611 

Company name Kwality feeds limited 

Company Status  Active 

Roc RoC-Vijayawada  

Registration Number  15611 

Company Category  Company limited by Shares  

Company Sub Category  Non-govt company  

Class of Company  Public  

Date of Incorporation  13 April 1993  

Age of Company  26 years, 8 month, 15 days  

Activity  Farming of animals  

       

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



                                                        

26 
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The India Aquaculture Feed Market was valued at USD 1.20 billion in 2017 and is expected to 

register a CAGR of 10.4% during the forecast period (2018-2023). India feed mills have the 

capacity to produce 2.88 million metric ton. Andhra Pradesh is the largest feed consuming state 

in India. The coastal line of the country is about 7,517 kilometers with 195.20 kilometers of river 

and canal systems. The country consists of 14 rivers, 44 medium rivers, and many small rivers. 

The country also has tanks and ponds. By these sources, it is clear that the aquaculture industry is 

huge in India which provides huge opportunity and potential for aquaculture feed industry. 

The market is segmented based on the type of feed like fish feed, mollusks feed, crustaceous 

feed. The fish feed is further sub segmented into carp feed, salmon feed, tilapia feed, catfish feed 

and others. Carps account for 89% of the total fresh water aquaculture production in the country. 

There are four types of carps feed available in the Indian market. They are carp spawn feed, carp 

fry feed, carp grow-out feed, carp brood feed. The farming of tilapia fish is limited in India but 

the production of tilapia feed is huge.  

Overview on Feed Ingredients 

There are many available feed ingredients for aquaculture industry. Fresh water aquaculture 

constitutes few important and majorly used feed ingredients like deoiled rice bran, wheat bran, 

cotton seed cake, and groundnut cake. Fish meal, squid meal, cereal flour, squid meal, fish oils, 

propriety additives are used in shrimp feed industry formulations. Farm made feed consists of 

mixture of rice bran, wheat bran and oilseed cake. The aqua feed market has witnessed an 

exponential growth due to growing consumption of seafood and growth of aquaculture industry.  

Contract Farming Initiatives by Exporters 
 

The key drivers behind the increasing demand for aquaculture feed is contract farming. Under 

the scheme of contract farming the farmers are provided with the aqua feed needed for the 

growth of aquaculture. For example Oceanic Edibles International Ltd has initiated a contract 

farming with group of farmers and Indian overseas bank for shrimp production. Oceanic supplied 

the farmers with feed for the production. Owing to the increase in health consciousness, people 

are consuming residue free food which is building pressure on exporters to grow the seafood 

which are good for health. This has huge effect on the aquafeed industry as proper feed to aqua 

animals will help in the growth of animals without any diseases.                                        
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Easy Susceptibility to Diseases 

The aquaculture industry is easily prone to diseases due to the contagious nature of diseases. A 

disease effected, single aqua animal can cause the complete destruction to all the animals of 

same breed in the particular region. This is due to the transfer of disease through water. There is 

a huge demand for fresh water fish and shrimp in India and they are grown in small water bodies. 

These fresh water fish and shrimp are easily susceptible to diseases. Due to the sudden outbreak 

of disease, farmers stop feeding the aqua animals with high quality food. So, the sudden outbreak 

of the disease is effecting the growth of aquaculture industry.  

Key Developments of India Aquaculture Feed Market 

 Jan 2018 – Cargill opened its fish feed mill investing USD 10 million in India in order to 

produce feed for tilapia and other warm water species. It was acquired from Mulpuri 

foods and feeds. 

 Jan 2018 – The fisheries department in Telangana has released USD 0.16 million 

hatchery reared prawns varieties into 10 major reservoir sin the state. 

Major Players:  

 Aller Aqua 

 Altech Inc 

 Archer Daniels Midland Co 

 BASF SE 

 Biomin GmbH 

 Cargill Inc 

 Nutreco NV 

 Skretting 

 UNO Feeds 
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 Growel Feeds Private Limited 

Metrics Details 

Industry  Aqauculture feed market  

Study period  (2014-2023)  

Market size in 2017 USD 1.2 billion  

Market size in 2023 USD 2.3 billion  

Growth rate  10.44% 

Key Developments   Jan 2018 -  Cargill opened its fish feed mill 

investing USD 10 million in India. 

 Jan 2018 - The fisheries department in 

Telangana launches pilot on shrimp 

cultivation.  
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  Culture of aquatic animals especially fish culture has undergone a dramatic worldwide growth in  
the last few years. The aquaculture industry is the fastest growing food production industry in the 
world and approximately 50% of all fish consumed by humans is from 
aquaculture(Thorarinsdottir et al., 2011). Nutrition plays a vital role in improving animal 
productivity (Jacob and Raj, 1987).Understanding about the nutritional requirements and 
production of fish feed is essential to the development and sustainability of aquaculture as the 
industry has matured. Prepared or artificial diets may be either complete or supplemental. 
Complete diets supply all the ingredients, Protein (18%-50%). Lipid (10%-25%),Carbohydrate 
(15%-20%), Ash (<8.5%), Phosphorus (<1.5%). Water (<10%), and trace amount of vitamins 
and minerals necessary for the optimal health and growth of the fish (Craig and Helfrich, 2002). 
Nutritionally complete feeds should be used when fish are reared in high destiny indoor systems 
or confined in cages and cannot forage freely on natural foods or natural foods are absent or 
where natural foods only make a small contribution to nutrition. When substantial amounts of 
natural productivity are available, supplemental feeds (incomplete, partial) don't need to contain 
all essential nutrients and are intended only to help fortify the natural foods with extra potential, 
carbohydrate and lipid in the culture. 

            Feeds can be farm-made single component feeds like Rice bran oil or Mustard oil cake to 
commercial feeds, Kitchen wastes may also be considered as one of the types of farm-made feed 
produced economically for a small scale culture venture. Farm-made feed or on-farm feed 
consists of one or more artificial and/or natural ingredients produced for a particular farming 
activity and not for any commercial purpose. Mixtures of ingredients subjected to some form of 
processing (simple mixing, grinding. and cooking) done on-farm or in small processing plants 
are generally regarded as farm-made feeds and are often used in small-scale semi intensive 
aquaculture practices. Commercial feeds are formulated and manufactured from a homogeneous 
mixture of several ingredients, in various proportions that ensure precise quality targets in terms 
size and texture, stability and nutritional composition at a highly competitive price. Commercial 
complete feeds are used usually in intensive and semi-intensive practices. Some Feeds are 

Companies covered Aller Aqua, Altech Inc, Archer Daniels Midland 

Co, BASF SE, Biomin GmbH amongst others.  

Report Offerings  India Aquaculture Market offers latest trends, 

growth prospects, industry competitiveness, major 

players, regional market share and forecast to 

2023.  
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formulated with antibiotics for treatment of vibriosis, and other bacterial infections are 
sometimes called medicated feeds. 

FEED TYPES: Feeds can be produced entire by steam processing, producing compacted 
pressure pelleted (sinking) feeds; or by extrusion, which produces expanded floating or buoyant 
feeds. 

1. Floating Feeds 

2. Sinking Feeds 

FLOATING FEEDS 

In general loading foods offer numerous advantages over their sinking counterparts. Raw 
materials are propelled by screws along the barrel of the extruder machine to cook the materials 
at 120-175 degree C for about 30 seconds. The homogenous cooked mixture forced through a die  
at high pressure. The material expands because of pressure difference. Floating feeds are more 
digestible as a result of cooking process and the heat and pressure deactivate destructive enzymes 
as well. Increased starch gelatinization helps the feed to be more stable in water by disintegrating 
less quickly that gives enough time to the fish to take the meal completely. Moreover, the farmer 
can directly observing the feeding intensity of his fish and adjust feeding rates accordingly 
determining whether feedings are too low or too high is in important in maximizing fish growth 
and feed use efficiency. Another side effect is that farmers can visually monitor the health 
condition of the reared fish as they come to the surface to take feed. In contrast, floating feed can 
be detrimental with respect to consumption by competitors and some fish species.  

SINKING FEEDS 

Sinking feeds are solid feed pellets that submerged during application. Bottom feeder shrimp, for 
example, prefer sinking pellets(density greater than that of water,  1 g/cm3) and will not accept a 
floating feed (Craig and Helfrich.2002). The farmer cannot always estimate feeding rates 
properly in relation to the biomass present in his pond and feeling whether too low or  too high 
than the actual requirement. It cause lower weight gain in a particular age and enlarge the culture 
period when feeding rate is low. In the other hand, overfeeding causes subsequent loss of feed 
supplied as well as deteriorating water quality that may results in a number of problems.  

Feed Ingredients: 

Wide range of ingredients are used in preparation of aqua feeds. They include aquatic and 
terrestrial plants(Duckweeds, Azolla, Water Hyacinth, etc.), aquatic animals (Snails, Clams,eat. 
.) and terrestrial-based live feeds Silkworm Larvae. Maggots, etc.).plant or grain processing 
products and by-products (De-oiled Cakes and Meals, Beans, Grains and Beans) and animal-
processing and by-products (Meat and Bone Meal, Blood Meal. Feather Meal, etc.). ingredients 
used commonly as sources of protein, carbohydrate and fat. 
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Nutrient  Ingredient used 
Protein Fish meal, Dry fish, soybean meal, meat and bone meal, rape 

seed cake, mustard oil cake, soy protein concentrate, blood 
meal, krill meal, maize gluten.  

Carbohydrate Rice polish, maize, flours, wheat meal, extruded gelatinized 
starch.  

Fat Fish oil, vegetable oil, crude oil, full fat soybean.  

 

A wide variety of additives are used that would have position effects on growth and feed 
conversion without causing bacterial resistance to fully utilize valuable raw materials in feed 
pellets. 

FEED PRODUCTION: 

Production of feed includes two major steps as feed formulation and processing or preparation. 

Formulation 

Feed formulation is the process of quantifying the proportion of ingredients to be put together, to 
form a single uniform mixture or pellet that will provide all the nutritional requirements of the 
target fish. It is a central operation in feed production, ensuring that feed ingredients are 
economically used for optimum growth of reared spices. It requires a good expertise in fish 
biology and nutrition along with a deep knowledge about feed ingredients and their roles. Most 
large scale fish farmers depend on  commercial feed mills for their feeds, to obviate the need to 
do their own formulations or fees preparation. It is therefore essential that formulation are 
accurate, to ensure that cultured fish are not adversely affected. Feed formulation is a science and 
art at a time, requiring knowledge of food and fish in view of economic aspects when using 
formula Feed.  

Formulation can be done in two major steps as: 

1. Ingredient selection and restrictions and 

2. Identification of nutritional specifications 

Processing of Feed 

 Grinding  
 Mixing  
 Conditioning 
 Pelleting 
 Drying 
 Packaging  
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Feed Characteristics: 

 Flavour and taste  
 Color and buoyancy  
 Sound 
 Size and pellets  

GLOBAL AQUA FEED 

Increasing Demand for Fish and Fish-Based Products is expected to Drive the Aqua Feed Market 
With the globally increasing demand for fish and fish-based products, the compound feed 
demand in the aquatic animal food industry is also expected to increase. The growth is 
particularly high in emerging countries, such as China, India, and Brazil, owing to the increasing 
income levels due to expanding the middle class and increasing demand for seafood in these 
countries. The Asia-Pacific market, though accounts for a significant share in the overall market 
is relatively unexplored, owing to the low level of organizing in the industry. 

The world's aquafeed business is highly fragmented, and global players, like Cargill compete 
with a lot of regional feed producers. Around 35% of the aquafeed market is divided among four 
global companies, none of which has more than a 12% market share.  

Asia-Pacific Region is the Largest Market for Aqua Feed 

The aquaculture business is centered in Asia, particularly in China. The region accounts for more 
than one-third of the world aquaculture production, by volume. China alone  comprised more 
than 50% of the global fish production. Besides China, the region is also home to major 
producers, such as India, Vietnam, and Thailand. The aquafeed industry in this region is driven 
by factors, such as increasing fish consumption and growth in the processed seafood industry, 
owing to rise in middle-class incomes in developing countries. 

Increasing Costs of Raw Material is Expected to Weigh on the Growth of the Market 

The demand for high-quality aqua feed from the industry, owing to growth in the aquaculture 
industry, has elicited the increase in consumption of compound feed and feed additives. The feed 
availability has become a critical issue for the aqua  feed industry. With the growing global 
population and a corresponding rise in a food shortage, the industry is facing severe pressure in 
procuring raw feed, such as fish meal and fish oil, which are very crucial for manufacturing aqua 
feed and the growth of the aquaculture industry. Feed acids, antioxidants, and vitamins are 
mainly extracted from natural sources, such as seeds, tree barks, and plant leaves. The rising 
costs of extraction from these sources, coupled with stringent regulations over waste biomaterials  
and wastewater treatment, have a limiting effect on the global market. Oceans are tapped out, 
and the environmental regulations surrounding the wild. marine or inland fisheries has made it 
difficult to procure raw materials, such as fish meal and fish oil for feed. Prices are expected to 
soar owing to increasing demand, and adversely affect the aquafeed market. Regulatory issues 
are the biggest constraints for the feed industry. 

 



                                                        

35 
 

 

Stringent Regulations in Developed Countries is Expected to Restrain the Market Growth 

The animal feed production comes under feedstuff regulations in most countries. The regulatory 
framework is getting increasingly strict, such as the ones in 2006 in European Union and in 2009 
in the United States, where, the ban on the use of antibiotics, as growth promoters in animals. 
was seen. Many countries, including China, Thailand, and Vietnam that export fish to Europe 
and the United States do not have such regulations against antibiotics or animal proteins usage in 
animals or feeds. Such disparities in regulations have adverse effects on the global fish and aqua 
feed trade, especially between developed and developing economies. The feed and feed additive 
producers are required to follow strict regulations related to regional and national health and 
safety, for gaining product approval in the developed nations. These regulations ultimately affect 
the cost of the final product. Such regulatory initiatives are posing challenges for existing feed 
products, and increasing the price of new feed development.  

Major Players  

 Nutraid international NV 
 Biomar A/S 
 Aller Aqua A/S amongst others. 

 

Recent developments in the market  

Epicore, , a company operating in the North America and South American aquaculture market 
with specialization in the manufacture of larval feed and probiotics, was acquired by Neovia. 

 

Reasons to Purchase this Report: 

 

 Provides latest insights into the Global Aqua Feed Industry.  
 

 Studies on the region expected to witness the fastest growth during the forecast period.  
 

 Identifies the latest developments, market shares, and strategies employed by the major 
market players.  
 

 Analyzes the market scenario with the help of Porter's Five Forces Analysis.  
 

 Analysis of the impact of regulations in developed countries on the aquafeed industry 

 

 3-month analyst support, along with the Market Estimate Sheet in excel.  
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Report Customization and Benefits: 

This report can be customized to meet the desired requirements. Please connect with our analyst, 
who will ensure you get a report that suits your  need.  

 

INDIA AQUA FEED - MARKET SHARE 

INDIA - With seafood production growing at the rate of four per cent per annum since 2012, 
India aquaculture feed demand is to touch 7 million tonnes by 2017-18 This was said in a report 
released by Yes Bank at the Global Grain & Global Feed Event  held in Pune recently.  

As per an estimate, currently, India's aqua feed consumption is around I million tonnes and 
assuming on an average 15 feed conversion ratio (industry standards),the demand for aqua feed 
comes to around 7 million tonnes by 2017-18, the report said.  

India's seafood production was recorded at 9 million tonnes in 2012-13 and due to rapid changes 
in shrimp and fish farming, production capacities for modern Teen has gradually gone up to 2.88 
million tonnes during 2013-14. 

India has around 26 aqua feed mills spread across the country. However, their production 
capacities are only 43.4 per cent with a total production of 1.25 million tonnes. 

To meet the requirements, India imports more than half of the requirements from other countries, 
so there is huge scope in aqua feed. 

With the introduction of vannamei  shrimp, the cultured shrimp production is growing at 16 per 
cent. 

The demand from shrimp will drive the growth of the aqua feed industry at five to six per cent 
annually. 

The feed demand only from shrimp and fresh water shrimp is around I million tonnes. India 
currently has 13 feed mills that can produce modern feed for the shrimp sector with a production 
capacity of 1.33 million tonnes. 

On fish feed, the current installed capacity is 1.55 million tonnes. The total feed production for 
shrimp and fish stands at 572,000 tonnes and 684,000 tonnes respectively, the report adds. 

Shrimp production growth has driven consumption growth by 13 per cent between 2007-08 and 
2012-13 reaching almost 300,000 tonnes in 2013-14. 

Disease outbreaks remain one of the major risks affecting the growth of the aquaculture feed 
industry. Freshwater fish feed demand has grown rapidly, driven by the growth in the freshwater 
fish segment in India. 
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Current freshwater fish feed production is estimated at 0.7 million tonnes and significant 
investment has gone into the creation of capacities. It is expected that the demand for fresh water 
fish feed is expected to grow at five to six per cent in the near term. 

Emphasising on emerging markets for aqua feed, the report said that current market players and 
feed mill investors are looking for market diversification options to increase feed capacity 
utilization. 

Currently, Andhra Pradesh constitutes the major share in the domestic market. accounting for 
feed sales at almost 60,000 tonnes per month followed by other states with below 5000 tonnes 
sale a month. 

 After 2008 many aqua feed mills have started manufacturing floating/pellet feed for the farming 
of freshwater fish. 

Cheaper feed Ingredients like deoiled rice bran, wheat bran, cottonseed cake and groundnut  cake 
are extensively used in freshwater aquaculture. Both conventional and non-conventional feed 
ingredients are used in feed formulation for shrimps. 

Feed Ingredients like fishmeal, squid meal, lecithin, cereal flour and other essential and propriety 
additives and fish oil are also used in prawn and shrimp feed formulations.  

Freshwater fish are fed with farm made foods which consists of a mixture of rice bran, wheat 
bran and oilseed cakes, the report said. . 

Globally, the aqua feed market has witnessed an exponential growth owing to factors such as 
growing consumption of seafood and growth of the aquaculture industry as a whole. India along 
with US, China and Brazil are the lending aqua feed producers across the world. 

The report also said that Asia Pacific is the largest market for aqua feed consumption, 
contributing to over 70 per cent of the overall consumption. 

An Altech-2015 Global Feed survey stated that the world has produced an estimated 41 million 
tonnes of aqua feed during the last year. With Asia  Pacific and China as one of the leading 
consumer and producers of  aqua feed new technologies from all over the world.  
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GLOBAL POPULATION, FEED MANUFACTURE AND PER CAPITA 

 

CAPITAL USE 
YEAR (MILLION 
TONS)  

POPULATION FEED 
USE  

MANUFACTURED 
FEED  

PER CAPITA 
(BILLIONS) 
(KG/PER TON)  

1975 4.1 290 71 
1980 4.5 370 82 
1985 4. 9 440 90 
1990 5.3 537 101 
1995 5.6 590 105 
1996 5.7 597 105 
1997 5.8 605 104 
1998 5.9 575 97 
1999 6.0 586 98 
2000 6.1 591 97 
2001 6.2 597 96 
 

Problems of feed industry 

      Inspite of showing phenomenal increase in production, Indian feed industry has been facing 
serious problem which need immediate attention. The important problems are: 

 Shortage of raw material.  
 Problems of modernization.  
 Tax burdens.  
 Excessive levy control.  
 Improper utilizations of By-production. 
 Harvesting 

Other problems 

 Competition 
 Inadequate finance 
 Shortage of fuel and frequent power cuts. 
 Lack of proper transportation facilities. 
 Un economic size of feed production units. 
 Over production. 
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Some of the organizations which are operating in the industry 

 South India 

Andhra Pradesh  Kerala  Pondicherry  Tamilnadu  
Adonis proteins 
feeds  

Higashimaru 
feeds India 
limited  

Pondicherry 
cooperative milk 
producers Union 
limited  

AVMC battle 
and poultry feed 
manufacturing 
industries  

Andhra Pradesh  
dairy development 
cooperative 
federation limited  

Kerala 
cooperative 
milk marketing 
federation 
limited  

 Amazing agro 
export limited  

Baha „ I foods and 

feeds limited 
 

Kerala trading 
corporation  

 Annam feeds 
limited  

Baha „ I poultry 

and cattle feed(P) 
limited  

Keyence feeds 
(P) limited  

 Arafat and 
Arafat 
associates  

Coromandel agro 
products and oil 
limited  

Prima agro 
production 
limited  

 Coimbatore 
chemicals and 
fertilizers 
limited  

Crown aqua feed 
(P) limited  

Vijay feeds and 
farm tonus (P) 
limited  

 Feeds India 
Godrej agrovet 
limited  

Essen enterprises     
Gp cotton and oil 
products limited  

   

Godrej grover 
limited  

   

Gold Mohr feeds 
and feeds limited 
(Hindustan lever)  

   

Guntur dist 
cooperative milk 
produces „ Union 

limited  

   

Hajj Mohammad 
Hussain traders  

   

Hindustan live 
stock feeds  

   

Janice feeds private 
limited  

   

Quality feeds 
private limited  
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Marked feed 
mixing plant  

   

Nadia agro-vet 
industries private 
limited  

   

Pasha feeds     
Sapthagiri feeds      
Sri satya sai 
chemical and 
feeds(P) limited  

   

Srinivasa poultry 
and cattle feeds 
private limited  
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CHAPTER :  4  THEORETICAL FRAMEWORK 
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Meaning of cost accounting  

     In the initial stages cost accounting was merely considered to be a technique for 

ascertainment of costs of products or services on the basis of historical data. In course of  time 

due to competitive nature of the market it was realised that ascertaining of cost is not so 

important as controlling costs. Hence, cost accounting started to be considered more as a 

technique for cost control as compared to cost ascertainment. Due to technological developments 

in all fields, now cost reduction has also come within the ambit of cost accounting. Cost 

accounting is, thus, concerned with recording, classifying and summarizing costs for 

determination of costs of products or services, planning, controlling and reducing such costs and 

furnishing of information to management for decision making.  

Definitions of cost accounting  

            According to Charles T.Horngren cost accounting is “a quantitative method that 

accumulates, classifies, summarises, and interprets information for three major purposes; 

i. Operational planning and control.  

ii. Special decisions  

iii. Product decisions 

“   According to the chartered institute of management accountants, London cost 

accounting is the process of accounting for costs from the point at which its expenditure 

is incurred or committed to the establishment of the ultimate relationship with cost units. 

In its widest sense, it embraces the preparation of statistical data, the application of cost 

control methods and the ascertainment of the profitability of the activities carried out or 

planned”. 
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Objectives of cost accounting  

1. Determining selling price   

         Business enterprises  are run on a profit – making basis. It is thus necessary that the 

revenue should be greater than the cost incurred in producing goods and services from which 

the revenue is to be derived. Cost accounting provides information regarding the cost to 

make and sell such products or services. Of course, many other factors, such as the condition 

of the market, the area of distribution, the quantity which can be supplied, etc., are also be 

given due consideration by the management before deciding upon the price, but the cost 

plays a dominating role. 

2. Determining and controlling efficiency  

           Cost accounting involves a study of the various operations used in manufacturing a 

product or providing a service. The study facilities measuring of the efficiency of the 

organisation as a whole or departmentally as well as devising means of increasing the 

efficiency.  

              Cost accounting also uses a number of methods, e.g.,budgetaey control, standard 

costing etc., for controlling costs. Each item of cost (materials, labour and expenses) is 

budgeted at the beginning of the period and actual expenses incurred are compared with the 

budget. This greatly increases the operating efficiency of the enterprise.  

     3.   Facilitating preparation of financial and other statements  

              The third objective of cost accounting is to produce statements at such short 

intervals as the management may require. The financial statements, prepared under financial 

accounting generally once a year or half-year, are spaced too far apart in time to meet the 

needs of the management. In order to operate the business at a high level of efficiency, it is 

essential for the management to have a frequent review of production, sales and operating 

results. Cost accounting provides daily, weekly or monthly volumes of units produced, 

accumulated costs together with appropriate analysis. A developed cost accounting system 

provides immediate information regarding stock of raw materials, work-in-progress and 

finished goods. This helps in speedy preparation of financial statements.  
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    4.      Providing basis for operating policy 

            Cost accounting helps  the    management in formulating operating policies. These 

policies may relate to any of the following matters.  

 Determination of cost-volume-profit relationship.  

 Shutting down or operating at a loss.  

 Making or buying from outside suppliers.  

 Continuing with the existing plant and machinery or replacing them by improved 

and economic ones.  

Concept of cost 

      Cost accounting is concerned with cost and therefore, it is but appropriate to understand the 

meaning of the term cost in a proper perspective.  

      In general, “cost” means “the amount of expenditure (actual or notional) incurred on, or 

attributable to a given thing.  

      However, the term cost cannot be exactly defined, its interpretation depends upon 

a. The Nature of the business, or industry.  

b. The context in which it is used.  
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Elements of cost  

      There are three broad elements of cost  

Material 

       The substance from which the product is made is known as material, it may be in a raw or a 

manufactured state. It can be direct as well as indirect.  

Direct material 

     All material which becomes an integral part of the finished product and which can be 

conveniently assigned to specific physical units is termed as “Direct material”. Following are 

some of the examples of direct material : 

i. All material or components specifically purchased, produced or requisitioned from stores.  

ii. Primary packing material (e.g., carton, wrapping, cardboard, boxes, etc)  

iii. Purchased or partly produced components.  

Direct material is also described as process material, prime cost material, production 

material, stores material, constructional material, etc.  

Indirect material  

        All material which is used for purposes ancillary to the business and which cannot be 

conveniently assigned to specific physical units is termed as “indirect material”. Consumable  

stores, oil and waste, printing and stationery material, etc., are a few examples of indirect 

material. 

         Indirect material may be used in the factory, the office or the selling and distribution 

divisions.  
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Labour  

       For conversion of materials into finished goods, human effort is needed, such human effort 

is called labour. Labour can be direct as well as indirect.  

Direct Labour  

      Labour which plays an active and direct part in the production of a particular commodity is 

called direct Labour. Direct Labour costs are, therefore, specifically and conveniently traceable 

to specific products.  

      Direct labour is also described as process labour, productive labour, operating labour, etc.  

Indirect labour  

        Labour employed for the purpose of carrying out tasks incidental to goods produced or 

services provided, is indirect Labour. Such labour does not alter the construction, composition or 

condition of the Product. It cannot be practically traced to specific units of output. Wages of 

store-keepers, foremen, time – keepers, directors fees, salaries of salesmen etc are the examples 

of indirect labour costs.  

         Indirect labour may relate to the factory, the office or the selling and distribution divisions.  

Expenses 

         Expenses may be direct or indirect.  

 Direct expenses  

         These are expenses which can be directly, conveniently and wholly allocated to specific 

cost centres or cost units. Examples of such expenses are : hire of some special machinery 

required for a particular contract, cost of defective work incurred in connection with a particular 

job or contract, etc.  

        Direct expenses are sometimes also described as “chargeable expenses”.  
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 Indirect expenses  

        These are expenses which cannot be directly, conveniently and wholly allocated to cost 

centres or cost units. Examples of such expenses are rent, lighting, insurance charges, etc.  

 Overhead  

       The term overhead included indirect material, indirect labour and indirect expenses. Thus, 

all indirect costs are overheads. 

       A manufacturing organisation can broadly be divided into three division : 

i. Factory or works where production is done.  

ii. Office and administration, where routine as well as policy matters are decided.  

iii. Selling and distribution where products are sold and finally despatched to the customer.  

Overheads may be incurred in the factory or office or selling and distribution divisions. Thus, 

overheads may be of three types : 

a) Factory overheads, They include: 

 Indirect material used in the factory such as lubricants, oil, consumable stores, etc.  

 Indirect labour such as gate-keeper‟s  salary, time-keeper‟s salary, works 

manager‟s salary, etc.  

 Indirect expenses such as factory rent, factory insurance, factory lighting, etc.  
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  b) Office and administration overheads, They include :  

 Indirect material used in the office such as printing and stationery material, 

brooms and dusters, etc.  

 Indirect labour such as salaries payable to office manager, office accountant, 

clerks etc. Indirect expenses such as rent, insurance, lighting of the office.  
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 C)   selling and distribution overheads, They include: 

 Indirect material used such as packing material, printing and stationery material, 

etc. 

 Indirect labour such as salaries of salesmen and sales manager etc.  

 Indirect expenses such as rent, insurance, advertising expenses, etc.  

COMPONENTS OF TOTAL COST  

Prime cost  

       It consists of costs of direct material, direct Labour and direct expenses. It is also known as 

basic, first or flat cost.  

Factory cost  

      It comprises prime cost and, in addition, works or factory overheads which include costs of 

indirect material, indirect labour and indirect expenses incurred in the factory. The cost is also 

known as works cost, production or manufacturing cost.  

Office cost  

     If office and administration overheads are added to factory cost, office cost is arrived at. This 

is also termed as administration cost or the total cost of production.  
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Total cost  

     Selling and distribution overheads are added to the total cost of production to get the total cost 

or the cost of sales. 

      The various components of total cost can be depicted through the help of the following chart 

 

 

 

 

 

 

 

 

 

COST SHEET 

         Cost sheet is a document which provides for the assembly of the estimated detailed cost in 

respect of cost centres and cost units. It analyses and classifies in a tabular form the expenses on 

different items for a particular period. Additional columns may also be provided to show the cost 

of a particular unit Pertaining to each item of expenditure and the total per unit cost. 

       

Direct material 

Direct labour 

Direct expenses  

Prime cost or direct costs or 

first cost.  

Prime cost plus works 

overheads 

Works or factory cost or 

production cost or 

manufacturing cost.  

Works cost plus office and 

administration overheads  

Office cost or total cost of 

production  

Office cost plus selling and 

distribution overheads  

Cost of sales or total cost  
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    Cost sheet may be prepared on the basis of actual data (historical cost sheet), on the basis of 

estimated data (estimated cost sheet) depending on the technique employed and the purpose to be 

achieved. 

                                 Cost sheet proforma 

                   Cost sheet of ............. for the year ended ...............  

Particulars  Amount (rs)  Amount (rs)  Cost per unit (rs)  

Direct materials 
consumed  

   

Opening stock of raw 

materials  

XXX   

1Add : purchase of 

raw materials  

XXX   

Carriage on purchases XXX   

 XXX   

Less : closing stock of 

raw materials  

XXX XXX XXX 

Direct wages  XXX XXX 

Direct expenses   XXX XXX 

Prime cost  XXX XXX 
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Add : factory 

overheads  

 XXX  

  XXX  

Less : sale of scrap  XXX  

  XXX  

Add : work in 

progress (beginning)  

 XXX  

  XXX  

Less : work in 

progress (closing)  

 XXX  

Works cost or 
factory cost  

 XXX XXX 

Add : administrative 

overheads  

 XXX  

Cost of production of 
goods sold  

 XXX XXX 

Add : opening stock 

of finished goods  

 XXX  

  XXX  
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Less : closing stock of 

finished goods  

 XXX  

Cost of goods sold   XXX XXX 

Add : selling and 

distribution overhead 

 XXX  

Cost of sales or total 
cost  

 XXX XXX 

Net profit   XXX XXX 

Sales  XXX XXX 

 

 

CLASSIFICATION OF COST 

            Cost may be classified into different categories depending upon the purpose of 

classification. Some of the important categories in which the costs are classified are as follows : 

 Variable costs 

             The cost which varies directly in proportion to every increase or decrease in the 

volume of output or production is known as variable cost. 

 Fixed costs 

                The cost which does not vary but remains constant within a given period of 

time and range of activity in spite of the fluctuations in production, is known as fixed 

cost. 
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 Semi-variable costs 

                   The cost which does not vary proportionately but simultaneously cannot remain 

stationery at all times is known as Semi-variable cost. It can also be named as semi-fixed 

cost. 

 Product costs 

                  Costs which become part of the cost of the Product rather than an expense of the 

period in which they are incurred are called as “ product costs”. In financial statements such 

costs are treated as assets until the goods they are assigned to are sold. They become an 

expense at that time. These costs may be fixed as well as variable, e.g.,cost of raw materials 

and direct wages, depreciation on plant and equipment, etc. 

 Period costs 

                       Costs which are not associated with production are called “period costs”. They are 

treated as an expense of the period in which they are incurred. They may also be fixed as well as 

variable. Such costs include general administration costs, salesmen salaries and commission, 

depreciation on office facilities, etc. They are charged against the revenue of the relevant period. 

 Direct costs 

             The expenses on material and labour economically and easily traceable to a product, 

service or job are considered as direct costs. In the process of manufacture of production of 

articles, materials are purchased, labourers are employed and the wages are paid to them, certain 

other expenses are also incurred directly. All of these take an active and direct part in the 

manufacture of a particular commodity, hence are called “Direct costs”. 

 Indirect costs 

            The expenses incurred on those items which are not directly chargeable to production are 

known as indirect costs. For example, in production salaries of timekeepers, storekeepers, 

foremen are paid, certain expenses for running the administration are incurred all of these cannot 

be conveniently allocated to production and hence are called “indirect costs”. 
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 Decision – making costs 

                Decision-Making costs are special purpose costs that are applicable only in the 

situation in which they are compiled. They have no universal application. “They need not tie into 

routine financial accounts. They do not and should not conform to the accounting rules.” 

 Accounting costs 

                Accounting costs are compiled primarily from financial statements. They have to be 

altered before they can be used for decision – making. Moreover, they are historical costs and 

show what has happened under an existing set of circumstances. While decision – making costs 

are future costs, they represent what is expected to happen under an assumed set of conditions. 

 Relevant costs 

                  Relevant costs are those which would be changed by the managerial decision. 

 Irrelevant costs 

                 Irrelevant costs are those which would not be affected by the decision. 

 Shutdown costs 

           A manufacturer or an organisation rendering service may have to suspend its operations 

for a period on account of some temporary difficulties, e.g., shortage of raw materials, non-

availability of requisite labour etc. During this period though no work is done yet certain fixed 

costs, such as, rent and insurance of buildings, depreciation, maintenance etc., for the entire plant 

will have to be incurred. Such costs of the idle plant are known as Shutdown costs. 

 Sunk costs 

         Sunk costs are historical or past costs. These are costs which have been created by a 

decision that was made in the past that cannot be changed by any decision that will be made in 

the future. Investments in plant and machinery, buildings, etc., are prime examples of such costs. 

Since Sunk costs cannot be altered by later decisions, they are irrelevant for decision – making. 
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 Imputed or hypothetical costs 

          These are costs which do not involve cash outlay. They are not included in cost accounts 

but are important for taking into consideration while making management decisions. For 

example, interest on capital is ignored in cost accounts though it is considered in financial 

accounts. In case two projects require unequal outlays of cash, the management must take into 

consideration interest on capital to judge the relative profitability of the projects. 

 Differential, incremental or decrement cost 

           The difference in total cost between two alternatives is termed as differential cost. In case 

the choice of an alternative results in increase in total cost, such increased costs are known as 

incremental costs. While assessing the profitability of a proposed change, the incremental costs 

are matched with incremental revenue. 

 Opportunity cost 

           Opportunity cost refers to the advantage, in measurable terms, which has been forgone on 

account of not using the facilities in the manner originally planned. 

 

METHODS OF COSTING 

 Job costing 

        Where production is not highly repetitive and, in addition, consists of distinct jobs or 

lots so that material and labour costs can be identified by order number, the system of job 

costing is used. Thus method of costing is very common in commercial foundries and 

drop forging shops and in plants making specialised industrial equipments. In all these 

cases an account is opened for each job and all appropriate expenditure is charged 

thereto. 
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 Contract costing 

               Contract costing does not in principle differ from job costing. A contract is a big job 

while a job is a small contract. The term is usually applied where at different sites large-scale 

contracts are carried out. In case of ship-builders, printers, building contractors, etc., this 

system of costing is used. Job or contract is also termed as “terminal costing”. 

 Cost plus costing 

           In contacts where besides „cost‟ an agreed sum or percentage to cover overheads 

and profit is paid to the contractor, the system is termed as cost plus costing. The term 

cost here includes materials, labour, and expenses incurred directly in the process of 

production. The system is used generally in cases where government happens to be the 

contractee.  

 Batch costing 

               Where orders or jobs are arranged in different batches after taking into account the 

convenience of producing articles, batch costing is employed. The unit of cost is a batch or 

group of identical products, instead of a single job order or contract. The method is 

particularly suitable for general engineering factories which produce components in 

convenient economic batches and pharmaceutical industries.  

 Process costing 

           If a product passes through different stages, each distinct and well defined, it is 

desired to know the cost of production at each stage. In order to ascertain the same, 

process costing is employed under which separate account is opened for each process. 

This system of costing is suitable for the extractive industries, e.g.,chemical manufacture, 

paints, foods, explosives, soap making, etc. 

  

 

 



                                                        

58 
 

 Unit costing 

                In this method, cost per unit of output or production is ascertained and the amount 

of each element constituting such cost is determined. Where the products can be expressed in 

identical quantitative units and where manufacture is continuous, this type of costing is 

applied. Cost statements or cost sheets are prepared under which the various items of expense 

are classified and the total expenditure is divided by total quantity produced in order to arrive 

at per unit cost of production. The method is suitable in industries, such as brick-making, 

collieries, flour mills, paper mill‟s, cement manufacturing, etc. 

 Operating costing 

          This system is employed where expenses are incurred for provision of services 

such as those rendered by bus companies, electricity companies, or railway companies. 

The total expenses regarding operation are divided by the units as may be appropriate and 

cost per unit of service is calculated. 

 Departmental costing 

         Ascertainment of the cost of output of each department separately is the objective of 

department costing. Where a factory is divided into a number of departments, this method 

is adopted. 

 Multiple costing 

         Under this system the costs of different sections of production are combined after 

finding out the cost of each and every part manufactured. The system of ascertaining cost 

in this way is applicable where a product comprises many assembled parts. 
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TECHNIQUES OF COSTING 

 Marginal costing 

         It is a technique of costing in which allocation of expenditure to production is 

restricted to those expenses which arise as a result of production, i.e., materials, labour, 

direct expenses and variable overheads. Fixed overheads are excluded on the ground that 

in cases where production varies, the inclusion of fixed overheads may give misleading 

results. The technique is useful in manufacturing industries with varying levels of output. 

 Direct costing 

       The practice of charging all direct costs to operations, processes or products, leaving 

all indirect costs to be written off against profits in the period in which they arise, is 

termed as direct costing. The technique differs from marginal costing because some fixed 

costs can be considered as direct costs in appropriate circumstances. 

 

 Absorption or full costing 

        The practice of charging all costs both variable and fixed to operations, products or 

processes, is termed as Absorption costing. 

 Uniform costing 

         A technique where standardised principles and methods of cost accounting are 

employed by a number of different companies and firms, is termed as uniform costing. 

Standardisation may extend to methods of costing, accounting classification including 

codes, methods of defining costs and charging depreciation, methods of allocating or 

apportioning overheads to cost centres or cost units. The system thus facilitates inter-firm 

comparisons, establishment of realistic pricing policies, etc. 
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CHAPTER : 5  DATA ANALYSIS & INTERPRETATION 
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Kwality Feeds limited company cost sheet for the year ended 2015 

Particulars  Amount  Amount  

Opening stock of raw materials 

Add: purchase of raw material 

Add: carriage inwards 

 

Less: closing stock of raw materials 

Cost of materials consumed 

Add: direct expenses 

70757302 

392354089 

7637129 

470748520 

32079907 

 

 

 

 

 

 

 

438668613 

    ___ 

Prime cost (1)  438668613 

Add: factory overheads 

          Benefits to employees 

          Feed working charges 

          Power and fuel 

           Repairs and maintenance 

           Other manufacturing expenses  

 

16590408 

3312850 

30141003 

604604 

72763 

 

 

 

 

 

 

56163067 

Factory cost (2)  494831680 
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Add : office administration overheads 

           Periodicals and subscriptions 

             Insurance charges 

            Building maintenance 

            Vehicle maintenance _4 wheeler 

             Audit fees 

            Bank charges 

            Computer maintenance 

            Company secretary fees 

            Consultation fees 

            Directors travelling expenses  

           Document charges  

           Filing fee 

           Garden maintenance  

            Internet charges  

            Legal charges  

            Loading and unloading charges  

            Miscellaneous expenses  

 

6175 

811105 

270062 

392950 

17000 

522729 

 60578 

5000 

168288 

259947 

19600 

241670 

9096 

31570 

1000 

2700 

0 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



                                                        

63 
 

            Office maintenance  

            Pooja expenses  

            Postage and telegrams  

            Printing and stationery  

             Rent 

             Road maintenance   

             Shipment charges  

             Telephone charges  

              Transport charges  

              Travelling expenses  

              Weighbridge maintenance  

70601 

15989 

6162 

138377 

41837 

15500 

7000 

219563 

62457 

326266 

72950 

 

 

 

 

 

 

 

 

 

 

 

 

3796172 

 Cost of production (or) office cost (3)  498,627,852 

opening stock of finished goods 

Less : closing stock of finished goods  

2620762 

3955322 

 

Cost of goods sold   -1334560 

Add: selling and distribution overheads :   
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           Advertisement charges 

           Carriage outwards 

           Ap16TA 3060 maintenance 

            Vat on packing material sales 

             Vehicle maintenance (two wheeler) 

              Discount and rate difference 

              Travelling expenses to sales staff 

              Rebate 

               Brokerage and commission 

            Loss on sale of vehicles and machinery  

396717 

504279 

181933 

28687 

221779 

426439 

295413 

51963 

854798 

1794 

 

 

 

 

 

 

 

 

 

2963801 

Total cost (4)  500,257,093 

Profit   26,033,854 

Sales  26,248,037 
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Kwality Feeds limited company cost sheet for the year ended 2016 

Particulars  Amount  Amount  

Opening stock of raw materials  

Add : purchase of raw material  

Add : carriage inwards  

 

Less : closing stock of raw materials 

Cost of materials consumed 

Add: direct expenses 

32079907 

395688899 

7612507 

435,381,313 

54793877 

 

 

 

 

 

 

380587436 

0 

Prime cost (1)  380587436 

Add : factory overheads 

           Benefits to employees 

            Feed working charges 

            Power and fuel 

            Repairs and maintenance 

            Brokerage and commission 

            Other manufacturing expenses 

 

22090568 

2810504 

25242401 

5754699 

686184 

416964 

 

 

 

 

 

 

57,001,320 
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Factory cost (2)  437,588,756 

Add : office administration overheads 

            Periodicals and subscriptions 

            Insurance charges 

           Building maintenance 

           Vehicle maintenance – 4 wheeler 

           Loss on sale of vehicles and machinery 

            Audit fees 

           Bank charges 

           Computer maintenance 

           Company secretary fees 

           Consultation fees 

           Directors travelling expenses 

           Document charges 

           Filing fee 

           Garden maintenance  

           Internet charges  

           Legal charges  

 

7715 

590868 

50354 

774515 

11116 

26540 

965847 

50051 

23500 

15000 

412125 

256080 

101621 

987 

32550 

0 
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           Loading and unloading charges  

           Miscellaneous expenses  

           Office maintenance  

            Pooja expenses  

            Postage and courier charges  

            Printing and stationery  

            Rent  

            Road maintenance  

            Clearing and forwarding charges  

            Telephone charges  

             Travelling expenses  

             Weighbridge maintenance  

             Interest on TDS  

             Transport charges  

               

           

3520 

61004 

253730 

49695 

13054 

149164 

49580 

14200 

0 

191100 

148225 

25760 

4569 

104462 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

4386932 

Cost of production (or) office cost (3) 

opening stock of finished goods 

 

3955322 

441975688 
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Less : closing stock of finished goods  723438 

Cost of goods sold   3231884 

Add : selling and distribution overheads 

           Advertisement charges 

            Carriage outwards 

            Ap16TA 3060 maintenance  

           Vat on packing material sales  

           Vehicle maintenance (two wheeler)  

           Discount and rate difference  

          Travelling expenses to sales staff  

           Rebate  

 

518594 

65905 

97998 

78656 

184331 

136980 

330486 

0 

 

 

 

 

 

 

 

 

1412950 

Total cost (4)  446,620,522 

Profit   16,729,673 

Sales   463350195 
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Kwality Feeds limited company cost sheet for the year ended 2017 

Particulars  Amount  Amount  

Opening stock of raw materials 

Add : purchase of raw materials 

Add : carriage inwards  

 

Less : closing stock of raw materials 

Cost of materials consumed  

Add : direct expenses 

54793877 

586317473 

3665967 

644777317 

42427566 

 

 

 

 

 

 

 

602349751 

0 

Prime cost (1)  602349751  

Add : factory overheads 

           Benefits to workers 

           Feed working charges 

           Power and fuel 

           Repairs and maintenance  

           Other manufacturing expenses 

 

27141514 

4044613 

34269585 

10884239 

223022 

 

 

 

 

 

76562973 

Factory cost (2)  678912724 

Add : office overheads   
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         Audit fees  

         Bank charges  

         Clearing and forwarding charges  

         Computer maintenance  

          Company secretary fees  

          Consultation fees  

          Directors travelling expenses  

          Document charges  

         Filing fee  

         Garden maintenance  

          Internet charges  

         Legal charges  

         Loading and unloading charges  

        Miscellaneous expenses  

        Office maintenance  

        Pooja expenses  

        Postage and courier charges  

        Printing and stationery  

29000 

260656 

78019 

270411 

23500 

110210 

1687185 

61250 

17655 

96473 

22390 

0 

121780 

0 

227128 

80508 

12396 

208878 
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        Rent  

        Road maintenance  

        Telephone charges  

         Transport charges  

        Travelling expenses  

         Weighbridge maintenance     

          Building maintenance 

          Insurance charges 

          Periodicals and subscriptions 

          Vehicle maintenance _ 4 wheeler  

1626937 

13800 

268797 

257961 

458850 

46700 

916037 

600403 

35950 

1071415 

 

 

 

 

 

 

 

 

 

 

8604289 

Cost of production (or) office cost (3)  687517013 

 opening stock of finished goods 

Less : closing stock of finished goods  

723438 

2126691 

 

Cost of goods sold   -1403252 

Add : selling and distribution overheads 

           Advertisement charges 

            Ap16TA 3060 maintenance 

 

175874 

310 
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           Business promotion expenses 

            Carriage outwards 

           Discount and rate difference 

          Sales promotion expenses 

          Travelling expenses to sales staff 

          Vat on packing material sales 

           Vehicle maintenance (two wheeler) 

          Brokerage and commission 

          Profit and loss on sale of vehicles and machinery  

28760 

72050 

534680 

33044 

374012 

50610 

139964 

617805 

873382 

 

 

 

 

 

 

 

 

2900491 

Total cost (4)  689014252 

Profit  43,012,467 

Sales  732026719 
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Kwality Feeds limited company cost sheet for the year ended 2018 

Particulars  Amount  Amount  

Opening stock of raw materials 

Add : purchase of raw materials 

Add : carriage inwards 

 

Less : closing stock of raw materials 

Cost of materials consumed 

Add : direct expenses  

42427566 

442266093 

3109014 

487802673 

42884069 

 

 

 

 

 

444918603 

0 

Prime cost (1)  444918603 

Add : factory overheads 

         Benefits to workers 

         Feed working charges 

         Other manufacturing expenses 

         Power and fuel 

         Repairs and maintenance  

 

33218072 

4082961 

24415 

36099131 

11585062 

 

 

 

 

 

85009641 

Factory cost (2)  529928244 

Add : office administration overheads   
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           Building maintenance 

           Insurance charges 

           Periodicals and subscriptions 

         Vehicle maintenance – 4 wheeler 

          Audit fees 

         Bank charges 

         Clearing and forwarding charges 

         Computer maintenance 

         Company secretary fees 

        Consultation fees 

        Directors travelling expenses 

        Document charges 

        Filing fee 

        Garden maintenance 

       Internet charges 

       Legal charges 

      Loading and unloading charges 

       Miscellaneous expenses 

406548 

763092 

8245 

1474560 

29000 

169636 

117360 

140725 

10000 

70950 

323070 

3881 

28288 

54659 

20920 

1550 

50571 

155096 
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       Office maintenance 

        Pooja expenses 

        Postage and courier charges 

        Printing and stationery 

         Rent 

        Road maintenance 

        Telephone charges 

         Transport charges 

         Travelling expenses. 

          Weighbridge maintenance 

          Annual day celebrations  

Cost of production (or) office cost (3) 

 opening stock of finished goods  

Less : closing stock of finished goods  

Cost of goods sold  

Add : selling and distribution overheads 

           Brokerage and commission 

            Advertisement charges  

172313 

114092 

5355 

197178 

1999976 

20240 

194129 

185958 

435239 

26200 

83200 

 

2126691 

5977466 

 

 

870341 

34886 

 

 

 

 

 

 

 

 

 

 

 

7262031 

537190275 

 

 

-3850775 
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           Ap16TA 3060 maintenance  

         Business promotion expenses  

         Carriage outwards  

         Discount and rate difference  

         Sales promotion expenses  

          Travelling expenses to sales staff  

         Vat on packing material sales  

         Grcp expenses  

         Vehicle maintenance (two wheeler) 

          Profit and loss on sale of vehicles and machinery 

          Conveyance 

          Customs duty 

          Farms development expenses 

          Pallet frames maintenance 

0 

465198 

159205 

8402109 

40834 

308460 

14887 

2460 

129654 

311318 

10635 

2432450 

2899083 

72423 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

16153943 

Total cost (4)  549493443 

Profit   58753331 

Sales   608246774 
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Kwality Feeds limited company cost sheet for the year ended 2019 

Particulars  Amount  Amount  

Opening stock of raw materials 

Add: purchase of raw material 

Add : carriage inwards 

 

Less : closing stock of raw materials 

Cost of materials consumed 

Add : direct expenses 

42884069 

721331929 

13155268 

777371268 

52703716 

 

 

 

 

 

 

724667550 

0 
Prime cost (1)  724667550  

Add : factory overheads 

           Benefits to workers 

           Feed working charges 

            Other manufacturing expenses  

            Power and fuel  

            Repairs and maintenance  

 

34544848 

233723 

1809 

42665091 

12547280  

 

 

 

 

 

89,992,751  

 
Factory cost (2)  814,660,301 

Add : office administration overheads 

          Building maintenance 

          Insurance charges 

          Periodicals and subscriptions 

          Vehicle maintenance – 4 wheeler 

 

129144 

759425 

4780 

1360385 
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         Audit fees 

        Bank charges 

       Clearing and forwarding charges 

      Company secretary fees 

      Directors travelling expenses 

      Document charges 

      Filing fee 

      Garden maintenance 

       Internet charges 

       Legal charges  

      Loading and unloading charges  

     Miscellaneous expenses  

      Office maintenance  

      Pooja expenses  

      Postage and courier charges  

     Printing and stationery  

     Rent  

    Road maintenance  

    Telephone charges  

     Transport charges  

     Travelling expenses  

     Weighbridge maintenance 

 

29000  

128296 

165935 

0 

424267 

9440 

20066 

11673 

25581 

250 

5141873 

506584 

243611 

145422 

6650 

211087 

2018864 

0 

154752 

175440 

380267 

285029 
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    Company maintenance  

     Consultation fees  

   

199302 

69000 

 

 

12606123 

 

 
Cost of production (or) office cost (3)  827,266,424 

             opening stock of finished goods 

Less :     Closing stock of finished goods  

5977466 

9095262 

 

Cost of goods sold   -3117796 

Add : selling and distribution overheads 

            Advertisement charges 

             Ap16TA 3060 maintenance 

            Business promotion expenses 

            Carriage outwards 

            Discount and rate difference 

            Sales promotion expenses 

           Travelling expenses to sales staff 

           Vat on packing material sales 

            Grcp expenses 

         Vehicle maintenance (two wheeler) 

          Packing expenses 

          Conveyance 

          Customs duty 

          Pallet frames maintenance 

 

8525 

153370 

0 

4499103 

10040612 

4808 

203642 

0 

0 

129733 

224100 

5290 

672605 

0 
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       Brokerage and commission  

 

447729 

 

16389517  
Total cost (4)  840,538,145 

Profit  45,794,163 

Sales   886332308 
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Comparative analysis : 

Comparative values of material consumption 

 

 

 

 

 

 

 

 

 

16.90% 

14.68% 

23.24% 

17.17% 

27.96% 
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25%

30%

2015 2016 2017 2018 2019

Material Consumption 

Material Consumption

Year Amount (Rs)  Percentage (%)  

2015 438668613 16.9 

2016 380587436 14.68 

2017 602349751 23.24 

2018 444918603 17.17 

2019 724667550 27.96 
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Interpretation : 

The company material consumption have a fluctuations in last five years. But the year 2019 

material consumption is performing very well compared to the other years like 2015,2016, 

2017,2018. Here the material cost is less than the cost of sales.  

Comparative values of prime cost 

Year Amount (Rs)  Percentage (%)  

2015 438668613 16.9 

2016 380587436 14.68 

2017 602349751 23.24 

2018 444918603 17.17 

2019 724667550 27.96 
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Interpretation  

The trend of prime cost is fluctuated throughout the period of study. Compared to previous years 

2019 is very highly increased. The company prime cost is in fluctuating trend  (i.e increase or 

decrease).  

   Comparative values of factory cost 

 

  

 

 

 

 

 

 

 

16.74% 

14.80% 

22.96% 

17.92% 

27.56% 

0%

5%

10%

15%

20%

25%

30%

2015 2016 2017 2018 2019

FACTORY COST 

FACTORY COST

Year Amount (Rs)  Percentage (%) 

2015 494831680 16.74 

2016 437588756 14.80 

2017 678912724 22.96 

2018 529928244 17.92 

2019 814660301 27.56 
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Interpretation  

The company factory cost is in fluctuating trend. In the year 2019 cost is highly increased 
compared to the previous years. In factory cost semi variables and variables will occupy the 
major portion. In the year 2015 to compare to the 2016 is neutral. In this year workshop expenses 
mainly introduced technology in the form of machinery in increasing factor.  

 

Comparative values of  office cost  

Year Amount (Rs)  Percentage (%)  

2015 498627852 16.66 

2016 441975688 14.76 

2017 687517013 22.97 

2018 537190275 17.95 

2019 827266424 27.64 
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Interpretation: 

The office cost of the company has been increased in the year 2019 compared to the previous 
year costs. Salary  remuneration to the partners is also increased. In the year 2015 and 2016 
office costs of the company is very low. Because of the high economic fluctuations.  

Comparative values of total cost  

Year  Amount (Rs)  Percentage (%)  

2015 500257093 16.53 

2016 446620522 14.75 

2017 689014252 22.77 

2018 549493443 18.15 

2019 840538145 27.77 

   

 

 

16.53% 

14.75% 

22.77% 

18.15% 

27.77% 
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30%
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TOTAL COST 
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Interpretation: 

The total cost of the company is high in the year 2019 compared to the previous years. The all 
overheads are increased due to the increase in total cost. Any overhead increases this cost also 
increase. Mainly in the years 2015 and 2016 the economic conditions are fluctuated due to that in 
this year‟s sales and profit will be decreased. The reason for fluctuations are reducing overheads 
and administrative expenses. Organization will have chance to reduce indirect cost, then it helps 
to minimise office cost.  

Comparative values of profit  

Year  Amount (Rs)  Percentage (%)  

2015 26248037 13.77 

2016 16729673 8.78 

2017 43012467 22.57 

2018 58753331 30.83 

2019 45794163 24.03 
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Interpretation: 

The profit of the company should be fluctuating due to the economic conditions that is increasing 
labour cost and material cost increased. Due to increase in sales, the raw material consumption 
has increased. Company focus on decreasing labour cost and over expenditure on raw materials 
is very important because it will lock the money.  

Comparative values of sales  

Year Amount (Rs)  Percentage (%)  

2015 526505130 16.36 

2016 463350195 14.40 

2017 732026719 22.75 

2018 608246774 18.91 

2019 886332308 27.55 
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Interpretation: 

Sales of the organization are in fluctuating trend  comparison of 2015-2019. In the year 2019 the 
sales  of the company is 886332308 is neutral when compared to other previous years. Cost of 
production are also fluctuating in one year increase and another year decrease.  
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CHAPTER 6 FINDINGS, SUGGESTIONS & CONCLUSION 
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Findings: 

 The consumption of raw materials is fluctuated during the last 5 years. Because the 

material cost is less than the cost of sales.  

 The prime cost of the company is fluctuated through out the period of study. Compared to 

the previous years 2019 prime cost is performing very well.  

 The company factory cost is in fluctuating trend it will occupy the major portion of 

variables and semi variables.  

 The office cost of the company has been increased in the year 2019 compared to the 

previous year costs. It will occupies the major portion of administrative overheads. There 

is a high economic fluctuations in the last 5 years.  

 The total cost of the company is high in the year 2019 compared to the previous years. 

The reason for fluctuations are reducing overheads and administrative expenses. 

Organization will have chance to reduce indirect costs, then it helps to minimise office 

cost.  

 The profit of the company should be fluctuating due to the economic conditions that is 

increasing labour cost and material cost. Due to increase in sales, the raw material 

consumption has increased.  

 Sales of the organization are in fluctuating trend in the last five years. Cost of production 

are also the reason for fluctuations occurred in the sales. 

 The company is managing to gain profits in spite  of the stiff competition. 

 The firm is in good financial position to meet daily obligations. 

 The facilities provided by the company were good and most of the employees were 

satisfied. 

 The Company is spending much amount on administration, selling and distribution 

expenses. 
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SUGGESTIONS : 

 The organization can implement inventory management techniques in order to reduce the 

inventory cost.  

 As the sales of the firm are fluctuations year after, the organisation should implement 

effective marketing campaign and customer relationship management.  

 Organisation should implement effective cash management techniques in order to meet 

the contingencies.  

 The firm should train the workers in effective handling of raw materials as this could 

reduce the wastage of raw materials and it is results in reduction of cost of production.  

 Firm should reduce it dependency on external funds. So it has to keep fixed interest 

payments at normal level.  

 Company should focus on decreasing labour cost and over expenditure on raw materials 

is very important because it will lock the money.  
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Conclusion: 

Cost sheet is a statement which depicts detailed information about total costs and cost of a 

product manufactured during a particular period of time. The cost sheet is prepared for a 

particular period i.e monthly, quarterly etc. Cost sheet is prepared on the basis of historical cost, 

estimated cost.         

             Finally the overall performance of “ kwality feeds limited” is good. But the company not 

uses the advanced technology so better to focused on it. Company also looking to manufacturing 

certain fish feeding products in a innovative manner. 
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 Introduction 

 
                                                                   



        
 
Introduction 
 

                       Human resources is universally acknowledged as the most valuable asset in 

any organization. The significance of human resources is not lessened even in this Hi-tech 

world. 

             Traditionally, performance appraisal was used as mechanism in better utilizing the 

services of human force in the organization through transfers, disciplinary actions 

promotions etc.  

           A human resource development oriented performance appraisal aims at finding 

strengths and weakness and ultimately improves their performance. Human Resource 

Management (HRM) is an operation in companies designed to maximize employee 

performance in order to meet the employer's strategic goals and objectives. More precisely, 

HRM focuses on management of people within companies, emphasizing on policies and 

systems. 

          In short, HRM is the process of recruiting, selecting employees, providing proper 

orientation and induction, imparting proper training and developing skills. 

 HRM also includes employee assessment like performance appraisal, facilitating proper 

compensation and benefits, encouragement, maintaining proper relations with labor and 

with trade unions, and taking care of employee safety, welfare and health by complying 

with labor laws of the state or country concerned. 
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  Performance appraisal 
 
 
 

Definition and concept 
 
 
              Performance appraisal is one of the oldest and most universal practices 
 
   of management. It refers to all the formal procedures used in the organization to 
 
    evaluate the personalities and contributions and potential group members. 
 
 
A formal definition of performance appraisal is: 
 
  “Performance appraisal is a process of evaluating an employee’s performance of a job in 

terms of its requirements”. Heel absorbs that “it is the process of evaluating the 

performance and qualifications of the employees in the terms of the requirements of the job 

for which he is employed for purposes of administration including placements, selection, 

for promotions, providing financial rewards and other actions which require differential 

treatments among the members of a group as distinguished from actions affecting all 

members equally.” The purpose of performance appraisal is to facilitate orderly 

determination of an employee’s wroth to an organization of an which he is a part. It is an 

established fact that people differ in their abilities and aptitudes. These differences are 

naturally to a great extent and cannot be eliminated even by giving the same basic 

education and training to them, there will be some differences in the quality and quantity of 

work by different employees even on the same job. Therefore, it is necessary for 

management to know the level of his performance in comparison to his fellow employees 

so that he may improve upon it. Thus there is a great need to have suitable performance 

appraisal system to measure the relative merit off each employee. 

 

 

 

 

 

 

 

 

                                                                 3 

 



 

Need for the study: 
 
Appraising the performance of individual, group & organization is a common practice of all 

societies. While in someone instances these appraisal process are structured and formally 

sanctioned, in other instance they are an informal and integral part of the daily activities. 

Consciously or unconsciously evaluate our own actions from time to time. 

Performance appraisal is essential to understand and improve the employees’ performance 

through HRD. It was viewed performance appraisal was useful to decide upon employees 

promotion, transfer, Salary determination. 
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Scope of the study: 

The management can identify the employee’s opinion of the existing performance appraisal 

system. The study can used to identify employees opinion on the current appraisal system. It 

considers both the job performance as well as the personal qualities for the employees. It 

improves the employee’s productivity by initiating the training based on their present 

performance. 
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Objectives of the study: 

1) To study and asses the present performance appraisal system and its effectiveness. 

2) To understand the factors influencing an employee performance. 

3) To identify the gap between the actual and desired performance procedures.  

To examine the strengths in the performance appraisal system followed by the company. 
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Research methodology: 

The details mainly collected through primary sources and as well as secondary source. 

Primary data:  

Primary data was collected through conducting a survey. This method is the most 

common and widely used for primary data collection 

Secondary data: 

Secondary data was collected from company’s website, company’s annual records 

etc.. 

A. Sample size and design: 

A sample of 60 people was taken on the basis of random sampling technique. 

B. Research period: 

  Research work is only carried for 45 days 

C.  Research instrument: 

 This work is carried out through self-administered questionnaires. The questions     included 

were dichotomous and offered multiple choices. 

D. Analysis technique:                                                                                                 

Graphs, tabulation and percentage method. 
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Limitations: 

   This study some of the limitations could be, 

 The main limitation of the study is the time factor i.e. only 45 days. 

 Personal biases of the respondent may affect the project. 

 The respondent the questionnaires from the respondent often incomplete. 
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Chapter 2 

Industry profile 

 

 

 

 

 

 











Industry profile 

 

Dairy development in India 

India is an agricultural country over 70% of the people depends on agricultural 

and 50% of the total income is devised from agriculture and allied activities such as Dairy 

farming poultry framing etc. 

Evolution of Dairying was largely an unorganized activity. By and large land 

holding farmers kept cattle mainly for bullock, production of milk was essentially la by 

product, the surplus after domestic consumption was either converted into conventional 

products mainly ghee and sold to middleman or catering to the nearby market. 

The origin of dairy farms under public management goes back to 1866 when the 

department established a few dairy forms in the year to supply milk products to the 

British troops. The next step was initialed during the First World War. In 1914, the 

department of defense, on the advice of the3 board of agriculture, conducted a 

preliminary study to access the population of cows and buffaloes. The board of 

agriculture advised the government in 1916, to appoint an imperial dairy, export. The next 

important step was the decision to conduct a census on livestock. The livestock census 

was carried out in 1919 as a preparatory action for planed dairy development by the board 

of agriculture. In 1920 the imperial dairy expert recommended to the government the man 

power requirement for managing the defense dairy farms by this there were three dairy 

farms and until 1923. The British Government‘s approach to Dairying was confined to 

milk required of the military only. After 1923 diploma course in Dairying was started at 

Bangalore. 

National milk grid: 

In 1970, the national grid was a distant seeming concept, but the next decade how 

lit taking shape. the benefits from such as arrangement to both producers and consumers 

are clear; to consumers the gird means more level supply of milk throughout the year. to 

producers grid brings more rational prices through out the season in rural areas and also 

in urban areas. 
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Dairy development programs: 

In order to build a viable land self-sustaining nation dairy industry on cooperative 

line, nation Dairy development board launched a project called operation flood in 1970. 

This constitutes a significant step in promoting rural development. 

Operation flood –1: 

It was launched in 1970. The estimated outlay was Rs.1164 Millions the Indian 

dairy Corporation (IDC), a government of India under taking was set up at Baroda, to 

advance funds for the various dairy projects. Provided by Indian Dairy Corporation are 

usually on 70% loan cum 30% subsidy basis 

The national diary development board dairy schemes have four major objectives: 

1. They aim at bringing about an increase in the production of milk through supply 

of technical inputs. 
 

2. National dairy development board intends to develop infrastructure for marketing 

of milk from rural to urban areas. 
 

3. It attempts to promote rural development by increasing the income of rural poor. 
 

4. Build a cooperative organization for each dairy. The milk producers must own lit 

them with only limited control buy the state government. 
 

The gross roof –operative organization was first introduced at Amul dairy, Anand 

(Gujarat) 

During operation flood –1 program major diaries were started in Indian in 10 

states covering 1.3 million families. Within 10 years the income of milk producers had 

been doubled. 

The major objectives are as follows. 

1. Coverage of layout 10 million families of rural milk producers. 
 

2. Additional 16million cross – breed cows and buffaloes. 
 

3. Development of the original milk grids, with linkages to the national milk grid 

major urban centers. 
 

4. Development of the processing capacity of the various dairies providing 

additional plants. 
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Funds: 

Funds for operation flood where I initially modernized form the scale of products 

based on foreign food donation in the form of skim power and buffer. With its pledge to 

provide milk to one land all it was considered world’s largest dairy development 

programme. It spurred Indian dairy industry to launch white revolution. 

Dairy co-operatives: 

Co-operative type of organization for development has envisaged many 

advantages. 

1. It can consider needs of the producers and frame laws accordingly. 
 

2. It is possible to development rural leadership to help the milk producers. 
 

3. It is expected lt. reduce the exploitation of private middlemen besides 

assuring uniform price land prompt payment. 

 

Federal from of co-operative system is intended to ensure unbroken link 

for village level to state level and safeguard interests of milk producer 

In our country, the co-operative movement developed due to the initiative of the 

government. The members of co-operative organization could not contribute fully 

contributing a substantial part of the share capital. 

It was only during the 1950`s that Tamilnadu, Gujarat, and Utter Pradesh took 

some important steps in organizing dairy co-operatives. 

 Growth of dairy development: 

The dairy development contributed to the Indiana development also: 

1. India ranks number one in milk production. 
 

2. It achieved its target with 4.6% annual compound growth rate against 4.2% 

envisaged in seventh plan. 
 

3. It has achieved the targets of l63 million tons plan. 
 

4. The per capital availability of milk i9s anticipated to increase from 1995 to 1998 

for human population 908 millions. 
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5. Besides this milk operations food programme has achieved success in other fronts 

also. Import of milk solids has been already ended and India recently exported 

80,000 tons of milk. 
 

6. India refused commodity laid of about l35 cores from European Economic 

Community, which gives an assuring picture of total self-reliance and near self-

sufficiency in milk productions. 

 

Need for dairy development: 

The serous constraint is that Indian agriculture faces the problem of disguised 

unemployment and the resultant problem of poverty and inequality of income 

distribution. 

Dairy forming can also absorb large number of agricultural labour and rural poor 

and it provides large-scale employment opportunities throughout the year. The subsidiary 

occupation is playing a vital role in improving rural economy which is mainly agriculture, 

based. The advantage of dairy industry is that, gestation period is very short and the 

benefits of development activities can be reaped soon. 

 

Dairy development in Andhra Pradesh: 

A dairy industry program was primarily carried out with the help of united 

international children’s emergency fund. Food and agriculture organization and freedom 

from hunger champion organization of United Kingdom, besides they assisted a lot for 

the establishment of dairy units at Hyderabad and Vijayawada in 1969 which led to 

pioneer dairy development in Andhra Pradesh. 

 

Co-operative federation: 

           Andhra Pradesh Dairy development cooperation was constituted in October 1981 

to implement operation flood-II program through active involvement of producer in 

organization for milk production, milk procurement. Processing and marketing on” 3- 

tier” co-operative structure is as per the national policy of Government of India. 
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The 3 types of system consist: 

1. Primary dairy cooperative societies at village level 
 

2. Cooperative unions at district milk shed travels and 
 

3. Federation at state levels 
 

The Indian Dairy co-operation offered financial assistance of Rs. 7851 crores for 

dairy development programs in Andhra Pradesh with 30% grant and 70% on loan basis. 

The National Dairy development board identified the project area for 

implementation of operation flood – II program in 16 districts out of 23 districts in the 

state. The dairy federation is marching with dairy cooperatives to herald a new era of 

rural prosperity. 

 

Main aim of setting up a dairy industry in Andhra Pradesh: 

The majority of area of Prakasam district in our state is having agriculture to be 

main Livelihood, Dairy industry occupies fifth place in earning livelihood next to 

agriculture. This is an undoubted fact. After concluding that, the cattle wealth of district is 

high. The surveys were conducted on this aspect and the result was the development of 

dairy development union. 

After changing under different management systems, it is new stoping into the co-

operative sector, after changing under different management systems, it is new stoping 

into the co-operative sector, the dairy industry stepped in to the co-operative sector to 

help the small and backward farmer by making them the partners of the industry. The then 

governor of Andhra Pradesh also explained this fact. 

“The expansion of this to meet the needs of the people and help the farmers and 

villages because many cattle are source of income to them who supply milk” 
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Problems of the industry: 

1. Fluctuations in the supply of milk: 

The first problems of this industry are the securities of fluid milk, the demand for 

milk production in almost uniform throughout the country in all season of the years. 

Whereas, by and large milk production is a small and seasonal. The summer months of 

April to July record acute shortage of milk. 

While in winter month of November to February supply of milk would be 200 to 

300percent higher so the industry required diversification for production of milk power, 

condensed milk. Captain ceases cheese instant milk foods and other products, which can 

be preserved and sold throughout the year. 

 

2. Lack of assistance from government to milk producers: 
 

During the past three decades the dairy industry in India has undergone 

revolutionary changes in its structures. 

The methods of collection, marketing and utilization of milk for manufacturing a 

product have been considerate. Conditions of milk production in rural areas continue to 

the unsatisfactory. 

 

3. Irritation pricing policy: 

The price of milk is determined on the basis of price in the open market, which in 

turn determines the prices of milk products. Such a make soft pattern does not help to 

build a permanent, workable relationship between the milk schemes and the producers. 

Unless the producers are guaranteed a reasonable price on a long-term basis their 

economy was brought to be affected adversely. Thus the industry should provide an 

incentive price for milk to the rur4al producers over and above their cost of milk 

production. 
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4. Poor means of transportation:    

                                                                                                     

The inadequacy of suitable marketing structure and the absence of necessary 

infrastructure for its transaction is another problem of the milk. This is more in the rural 

areas where for want of quick transport and marketing infrastructure, milk is marketed in 

the form of ghee, which does not bring proper return to the farmers. 

5. De-licensed the dairy products: 

 

In the recent EXIM policy 717 agriculture products including dairy products are 

declined. The Indian dairy industry has been facing the problems of the MNCS 

competitions. 
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Dairy development in A.P during 2018– 2019: 
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S.No.                          Particulars 

 

2018 –2019 

 
     

1 Milk product factories 07 

   2 District dairies 12 

   3 Milk chilling centers 59 

   4 Milk cooling centers 19 

   5 Milk collection centers 14,000 

   6 Village milk production cooperative societies 5,600 

   7 Milk collection rotes 267 

   

8 

Milk producers (80%of milk producer belongs to 

10,000 

Belongs to small and agricultural workers)   

   9 Village covered for collection of milk 6,50,000 

   
10 Milk consumers 6.9 cores 

   11 Cash paid to milk producers 7 cores 

   12 Women members in union 5,500 

    Source : Andhra Pradesh Year book 2018–2019  

   



 

 

 

 

 

 

 

Chapter 3 

Company profile 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



Company profile 

 

History: 

Under "Operational flood-1" program me (1970-79) Guntur district was selected 

to develop Dairy activities in Amul pattern keeping view the three tire system of village 

Dairy co-operative society at village level, managed by the elected representatives of milk 

producers, a co-operative union at dist. Level managed by the representatives of village 

Dairy societies and co-operative federation at state level which is apex body."Guntur 

district milk producer's Co-operative Union Limited" was registered under Andhra 

Pradesh Co-operative societies act 1964, with registration number:836DD dated:23-02-

1997 with 81 affiliated to milk producers Co-operative societies at present 65 MPC and 

320 milk collection centers are functioning in the area of Guntur district milk producer's 

Co-operative Union limited. They are supplying a maximum quantity of 3 lakhs liters 

milk per day during flush season. 

The name of the Sangam Dairy is due to the presence of Sangameswara temple at 

the village Sangam Jagarlamudi near Vicinity of the Dairy. The Dairy is located between 

Guntur-Tenali highway about 15 kilometers from Guntur and 10 kms from Tenali having 

a very good architectural view attracting the visitors. 

Anand pattern: 

The "Anand Pattern" advocated an integrated approach to the Dairy development. 

Under Co-operative sector by providing remunerate process and creating assured marked 

to the farmers produce and also safeguards the markets of sale produce by providing 

necessary technical inputs for the rapid progress dairy industry. 

In the Pattern, the real investment of producers are seen, where the village dairy 

Co-operative as well as dist Union are Managed by producers themselves. The producers 

have got a say in determining the price of commodity they produce. This is really a 

fantastic approach and boon on the formers. The new outlook in Anand Pattern is to 

provide incentive [inputs] to the farmers to reduce the production cost and education good 

cattle 
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Operation flood programme: 

Operation flood- 1: 

Dairy plant handling capacity of 1.5 lakhs of milk per day besides facilities to 

manufacture 12 MTS, of skim milk power, 8 tones of butter, 2 tones of ghee and casein 

from sour skim milk was established with cost of Rs 2.88 crores facilities to provide 

technical inputs like free veterinary, cattle insurance and artificial insemination, fodder 

development and cattle feed no profit and no lose basis were created with an expenditure 

of Rs 1.2 crores. 

Operation flood-2: 

Under operation flood -2 the dairy processing capacity had been increased from 

1.5 to 2.5 lakhs liters per day, with an expenditure of Rs 3 crores. 

Aspet packaging station: 

Popularity known as Tetra pack milk was established at this dairy with a cost of 

Rs 2.5 crores with this milk can be packed in a special type of laminated paper bags, 

which can preserve milk for months at rooms for operation. 

Operation flood-3: 

Rs 2.5 crores were allocated to this milk shed for expansion or improvement in 

dairy plant, chilling centers and technical inputs activities. All the above finance in 70% 

loan and 30 % grant. In addition, to this construction of quarter’s technical input 

buildings, which is treated of capital from Government
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Board of directors 
 

 

1. D.NARENDRA KUMAR - CHAIRMAN 

2. K.KOTESWARA RAO - DIRECTOR 

3. K.JITHENDRA VARMA - DIRECTOR 

4. M.RAMAKOTESWARA RAO - DIRECTOR 

5. K.LAKSHMAIAH - DIRECTOR 

6. N.VENKATA KRISHNA PRASAD - DIRECTOR 

7. D.SAMBI REDDY - DIRECTOR 

8. Y.NAGESWARA RAO - DIRECTOR 

9. A.RAMBABU - DIRECTOR 

10. B. SUBBA RAO - DIRECTOR 

11. P.RANGA RAO - DIRECTOR 

12. G.DHANUNJAYA RAO - DIRECTOR 
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New interventions 

 

 Marketing of Sangam milk in Hyderabad [June 1997] and Chennai [September 
1999] currently around 25,000 its day is being sold in Hyd. 28,000 ltrs in Chennai 
and 9000 ltrs per day in Thirupathi.




 Floverd milk in various flavor like badam mango, pista, strawberry and also 
supply select in different flavours.




1. Mango 

2.Pineappe 

3.Strabery 

 Curdin various placing time like 500ml, 5lt, 10lt, 20lt.




 Entire quality of skim milk power manufactured [approx 1200 ml] being sold only 
in retail 1 kg bags.




 Sangam ghee in ploy pouhes [1 lit, 500 ml and 200 ml] launched in November 
2000.




 We are supplying cattle feed to meet the requirement of producers at Rs 5.50 per 
kg.


 Hybrid fodder seeds, vaccines at subsidized prices to farmers.




 Chaff cutters were being given to producers at 25% cost.


 Insurance coverage [J.P.A.] for 1,00,000 member milk producers for an amount of 
Rs 50,000/-.




 Subsidy for purchase of animals from Haryana is to the tune of Rs.2500 for 
animal.




 Animals insurance coverage: during 2001 to 2002 a total of 23,930 milk animals 
have been covered.



 Building subsidy for societies to an extent of Rs. 20,000/-.




 An amount of Rs. 5,000/- per head for natural death covering all milk producers 
as per the milk procurement guide lines.
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General information 

 Year of Registration:23-02-1977.


 Area of Operation  in: Guntur District.


 Membership as an 30-06-2000:1,33,913.


 Year of Conventions of into new act:1-2-1997.


 Dairy Plant Capacity. Milk handling :2.5 LLPD 

 
 Skim milk powder:22 MTS/ day 

 

 Ghee:10 MTS/day 
 

 White Butter:14 MTS/day 
 

 Table Butter:6 MTS/day 
 

 UHT Milk:50,000 lit/day 

 

Sangam – at the farmer’s service 
 Animal vaccines at subsidy rates.



 Fodder Seeds.


 Silvi Pasture Scheme.


 Distribution of Chaff cutters.


 Enrichment of cattle feed on subsidy rates.


 Supply of By-Pass Protein Feed.


 Distribution of Mineral Mixture.


 Cattle Insurance on 2/3 subsidy.


 Aid to society building.


 Distribution of Gross Breed Cows and Leifer.


 Training programmes through CD Programmes.


 Accident insurance to all member producers
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Sangam in the forefront: 

             History was made in 1995-96 when India surpassed the U.S.A in Milk Production, 

While Sangam stood in the Fore Front to come into the mutually aided Co-operative societies 

act as a model Institution for the entire country.

 

Awards of Excellence: 

Sangam is the recipient of Excellence Award and Udyog and Ratna Award during 

the year 1997 from the institute of Economic studies - New Delhi. 

            Sangam is the recipient of Gold star award from the Council of Economic studies-

New Delhi in1998.

                   Sangam is the recipient of Sri.Mulukuduru Viswanatha Reddy Award for Co-      

operative Excellence by the Co-operative development Foundation-Hyderabad in 1998. 

Promotion: 

The relevant appointment authority on the basis of performance appraisal 

reports/confidential reports concerning proficiency of the employees and seniority will 

make all promotions in the union. 

Training and development: 

A new employee is given induction training and on-the job training. After the 

training the performance is appraised. 

If found capable, he is put to a probationary period of one year, after the 

probationary period performance is again appraised and if found capable, he shall be the 

regular employee of the organization and get all benefits on par with others in the same 

designation shall be applicable to him. 

Wages and salaries: 

 The pay scale of the dairy are similar to that of A. P state Government revised pay 
scales.



 There is a general policy adopted all benefits pertaining.




 The salaries and other allowance as per A.P State Government wages and salaries 
are fixed in agreement with unions.
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Hr department: 

Man power planning: 

              In Sangam Dairy the board shall from time to time determine the number of posts of 

each description in its service by fixing the cadre strength of each unit/office under the 

control.            

              The board is competent to create additional posts to cope-up with increased work 

load or abolish post, which in its opinion are no longer required. 

 

           The recruitment is done from time to time by restoring to one of the following.  
 

 By direct recruitment from external sources.


 By promotion or selection of existing employees from internal sources.


 By deputation from central/state govt of public sector undertaking or on contract 
basis.

 From any other sources as may be approved by the board.

 

All the top management posts of the level of divisional heads are strictly selected 

grade posts and board will lie down from time to time. The mode of recruitment, job 

specification and other norms of selection to this post are keeping in view the existing 

man power in Union. 

Recruitment and promotion of all employees shall be governance by the 

recruitment and promotion rules of the Union. 

All recruitment in Union is to be done as per recommendation of an expert panel consists 

of: 

 Board of directors


 A representative of N.D.D.B.


 The managing director of the union.


 The Chairman of the union.




Dairy development in India: 

India is an agricultural country over 70% of the people depend on agricultural and 

50% of the total income is devised from agricultural and allied activities such as Dairy 

farming poultry framing etc..                     25 



               Evolution of dairying was largely an unorganized activity. By and large land holding 

famers kept cattle mainly for bullock, production of milk was essentially la by product, the 

surplus after domestic consumption was either converted into conventional products mainly 

ghee and sold to middleman or catering to the nearby market. 

In 1914, the department of defense, on the advice of the3 board of agriculture, conducted a 

preliminary study to access the population of cows and buffaloes. The board of agriculture 

advised the government in 1916, to appoint an i As India is a country of village, of which 

most inhabitants are small and marginal farmers and landless laborers dairy development 

should be promoted only on cooperated lines to cover wide areas.  

Trade unions: 

           Sangam dairy has seven registered trade unions as on 1-3-2002. Five trade unions are 

affiliated to political parties. 

 Guntur district milk producer’s cooperative union employees association, which is 
affiliated to INTUC.

 A.P.D.C.F. Staff and workers union branch, Sangam dairy affiliated to A.I.T.U.C.


 Bharateeya dairy Major sangh affiliated to B.M.S.


 Telugunada staff and workers union which is affiliated to TNTUC.


 C.I.T.U. affiliated to CPI[M]


 Sangam major union [newly farmed]


 Sc, St & BC employees welfare union. 




In 1937 the luck now milk product cooperative unions limited was established 

paving the way for the organization of such unions at district and state levels. 

In 1945 the famine enquiry commission in its report embalmed the need for la 

developing and folders supply for increasing milk production and recommended the 

adoption of mixed farming. The commission also made our case for increasing the milk 

production and consumption in the villages as well as the need for milk supply to 

urbaneness. As a sequel to this, under the greater Bombay milk scheme, arrays milk 

colony has been set up. Similarly in Bengal the greater Calcutta milk scheme to procure 

milk from Cairo district in Gujarat through a private diary land the resultant exploitation 

point that led to the idea of creating institutions for dairying on cooperative lines. 

                                                     26 



National milk grid: 

In 1970, the national grid was a distant seeming concept, but the next decade how 

lit taking shape. The benefits from such as arrangement to both producers and consumers 

are clear; to consumers the gird means more level supply of milk throughout the year. To 

producers grid brings more ran tonal prices throughout the season in rural areas and also 

in urban areas.

Dairy development programs: 

              In order to build a viable land self-sustaining nation dairy industry on cooperative 

line, nation dairy development board launched a project called operation flood in 1970. This 

constitutes a significant step in promoting rural development.  

Operation flood – 1: 

It was launched in 1970. The estimated outlay was RS. 1164 millions the Indian 

dairy corporation (IDC), a government of India under taking was set up at Baroda, to 

advance funds for the various dairy corporation are usually on 70% loan cum 30% 

subsidy basis. 

The national dairy development board dairy schemes have four major                   

objectives: 

1. They aim at bringing about an increase in the production of milk through supply 

of technical inputs. 
 

2. National dairy development board intends to develop infrastructure for marketing 

of milk from rural to urban areas. 
 

3. It attempts to promote rural development by increasing the income of rural poor. 
 

4. Build a cooperative organization for each dairy. The milk producers must own lit 

them with only limited control buy the state government. 
 

The gross roof-operative organization was first introduced at Amul dairy, Anand 

(Gujarat). During operation flood-1 program major diaries were started in India in 10 

states covering 1.3 million families. Within 10 years the income of milk producers had 

been doubled. Dairy co - operatives at village levels are expected to play a vital role in 

educating the milk producer's and eliminating the money under land the milk man has 

been witnessed over the decades in Gujarat. 
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Operation flood-1: 

The major objectives are as follows. 

1. Coverage of layout 10 million families of rural milk producers. 
 

2. Additional 16milllion cross-breed cows and buffaloes. 
 

3. Development of the original milk grids, with linkages to the national milk grid 

major urban centers. 
 

4. Development of the processing capacity of the various dairies providing 

additional plants.

Funds: 

Funds for operation flood where 1 initially modernized from the scale of products 

based on foreign food donation in the form of skim power and buffer. With its pledge to 

provide milk to one land all it was considered world's largest dairy development 

programmed. It spurred Indian dairy industry ti launch white revolution. 

Dairy co - operatives: 

Co - Operative’s type of organization for development has envisaged many 

advantages. 

1. It can consider needs of the producers and frame laws accordingly. 
 

2. It is possible to development rural leadership to help the milk producers. 
 

3. It is expected It. reduce the exploitation of private middlemen besides assuring. 
 

Federal from of co - operative system is intended to ensure unbroken link for 

village level to state level and safeguard interests of milk producer. 

In our country, the co - operative movement developed due to the initiative of the 

government. 

Co-operative federation: 

Andhra Pradesh Dairy development cooperation was constituted in October 1981 

to implement operation flood-II program through active involvement of producer in 

organizing milk production, milk procurement. Processing and marketing on "3-tier"co-

operative structure is as per the national policy of Government of India. 
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The 3 types of system consists: 
 Primary dairy cooperative societies at village level



 Cooperative unions at district milk shed travels and


 Federation at state levels


           The Indian dairy co-operation offered financial assistance of Rs. 7851crores for dairy           

development programs in Andhra Pradesh with 30% grant and 70% on loan basis.  

         The national dairy development board identified project area for implementation of 

operation flood-II program in 16 districts in the state. The dairy federation is marching with 

dairy co-operative to herald a new area of rural prosperity.   

 

Main aims of setting up a dairy industry in Andhra Pradesh: 

The majority of area of Prakasam district in our state is having agriculture to be 

main livelihood, dairy industry occupies in earning livelihood next to agriculture. This is 

an undoubted fact. After concluding that, the cattle wealth of district is high. The surveys 

were conducted on this aspect and the result was the development of dairy development 

union. 

After changing under different management systems, it is new stopping into the 

co-operative sector, the dairy industry stepped in to the co-operative sector to help the 

small and backward farmer by making them the partners of the industry. The then 

government of Andhra Pradesh also explained this fact. 

"The expansion of this to meet the needs of the people and help the farmers and 

villages because many cattle are source of income to them who supply milk" 

Main aims of dairy industry in co-operative sector: 
 Formation of Cooperative units of milk producers in every village.



 To improve cattle wealth of good bread which are important for milk production.



 To avoid contaminated diseases by using disease distortable medicines and 
injections.



 Providing the availability of good breed seed o as to improve the cattle feed.


                                                   29 
 



 Introducing mobile hospitals to provide free medical facilities to the cattle of the 

Dairy and avoid disease.



 To bring down the expenses of milk production.

 

So from the above aims of the cooperative union it is crystal clear that, developing 

the cooperative sector would bring profits. 
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Chapter 4 

Theoretical Framework 

 

 

 

 

 

 

 



Theoretical framework 

Introduction 

The process of Human Resource Development helps the employees to develop 

technical, managerial and behavioral knowledge, skills and abilities and moulds the 

values, beliefs and attitude necessary to perform present and future roles. The process of 

Performance Appraisal helps the employee and the management to know the level of 

employee’s Performance compared to the standard level. It is a continuous process in an 

organization. 

Performance Appraisal is essential to understand and improve the employee’s 

performance through HRD. In fact performance appraisal is the basis for HRD. 

Performance Appraisal was useful to decide upon employee. 

 Promotion


 Transfer


 Salary determination and the like.




But the Recent development in HRM indicates that Performance Appraisal is the 

basis for employee development. Performance Appraisal indicates the level of desired 

performance level of actual performance and the gap between these two. This gap should 

be bridged through Human Resource Development techniques like training, executives 

development etc. 

Meaning: 

Performance Appraisal is a method of evaluating the behavior of employees in the 

work spot normally including both Qualitative and Quantitative aspects of job 

performance. Performance Appraisal here that refers to the degree of accomplishment of 

the tasks that makes up an individual’s job. Performance is always measured in terms of 

results and not efforts. 
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Definitions to performance appraisal: 

Performance appraisal plans are designed to meet three needs, one of the 

organization and the other two of the individual, namely: 

 

It provides systematic judgments to back up salary increases, transfer, demotions, 

or terminations. They are means of telling a subordinate how he is doing and suggesting 

needed changes in his behavior attitudes, skill or job knowledge. They are used as a base 

for coaching and concealing the individual by the superiors.                           --McGregor 

The overall objective of performance appraisal is to improve the efficiency of an 

enterprise by attempting to mobilize the best possible efforts from individuals employed 

in it. Such appraisal achieve from objectives including the salary reviews, the 

developments and training of individuals, planning job rotation and assistance 

promotion”.                                                                                                  –Cummings. 

“Performance  appraisal  is  a  systematic,  periodic  and  so  far  as  possible,  an 

Impartial rating of an employee’s excellence in matters pertaining to his present job to his 

Potentialities for a better job”. --FLIPPO 

Performance Appraisal is the system by which an organization assigns some score 

to the individual to integrate the level of current and past performance of a target person 

or group”. 

Philosophy: 

Previously, appraisal programs tended to emphasize employee traits, deficiencies 

and abilities but modern appraisal philosophy emphasizes present performance and future 

goals. Model philosophy also stresses employee participation in mutually setting goals 

with the supervisor. Thus the hallmarks of modern appraisal philosophy are: 

Performance orientation


 Focus on goals objectives and


 Mutual goals setting between supervisor and employee.


The assumption is the people want to the satisfy some of their needs through work 

and that they will do so if management will provide then with supportive environment. 
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The appraisal interview 

Most organizational appraisal systems require supervisors to access employees on 

various aspects of their productivity behavior or personal traits. Examples of these 

dimensions include quality of work and quantity of output, attendance, initiative and 

general attitude. 

 Is knowledgeable about the employee of the job.


 Has previously set measurable performance standards.


 Has gathered specific evidence frequently about performance.


 Seeks and uses inputs from other observes in the organization.


 Allow participation in the discussion.

 

Appraisal problems 

The need to perform the multiple functions is the appraisal interview is difficulty and 

even threatening process for many managers. In addition there are several behavioral problems 

inherent in the process. It can be confrontational, because each party is trying to convince the 

other that one view is more accurate. It is typically emotional since the manager’s role calls for 

a critical perspective. It is judgmental, because the manager must evaluate the employee’s 

behavior and results and place the employee. 

Approaches to performance appraisal 

The three approaches used in making performance appraisal consist of: 

 A casual, unsystematic and often haphazard appraisal. This method was commonly 
used in the past but now it has given plays to a more formal method, the main basis 
being seniority or quantitative measures of quantity and quality of output for the 
rank and file personnel.



 The traditional and highly systematic measurement of employee characteristics and 
employee contribution or both.





 The behavioral approach emphasizing mutual goal setting. It has been laid upon 
providing mutual goal setting and appraisal of progress by both the appraiser and the 
appraise.
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Need for performance appraisal 

o Performance appraisal has been considered as a most significant & 
indispensable tool for an organization, for the information.



o Performance measures also link information gathering & decision-making 
process which provide a basis for judging effectiveness of personnel sub 
divisions such as recruiting selection, training & compensation.



 

Objectives of performance appraisal 
 To enable an organization to maintain an inventory of the number & quality of all 

managers to identify and meet their training needs and aspirations.


 To maintain to individual and group development by informing the employee of 
his performance standards.



 To identify training and development needs and to evaluate effectiveness of 
training and development programmers.
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Trends in performance appraisal 

 

Item Former Emphasis Present Emphasis 

   

 Merit-rating control 

Employee appraisal or 

Terminology And performance, 

performance appraisal  

Evaluation.   

   

 Determining the basis for Development of the 

Purpose Wage increase, transfer individual, improved 

 Promotion, lay-off performance on the job 

   

Job Security  Provide motional 

   

Application 

For hourly paid workers 

For technical 

Professional Managerial employees.  

   

Factors Rated Heavy emphasis upon Results 

Accomplishments Personal traits Performance 
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Importance of performance appraisal: 

 Performance appraisal helps supervisors to assess the work performance of their 
subordinates.



 Performance appraisal helps to assess the development need of employees.




 Performance appraisal provides reward for better performance.

 

 Performance appraisal helps to improve the communication system of the 
organization.



 Performance appraisal provides helps improve the organization.




 Performance appraisal provides for employees to correct their mistake ,and it also 
provides proper guidance and criticism for employees development





 Performance appraisal evaluates whether human programs being implemented in 
the organization have been effective.



 Compensation Adjustments




 Informational in accuracies


 Staffing process Deficiencies


 Career Planning and Development


 Performance improvement
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The Classification of Performance Appraisal System: 

 

1. Organizational goals 
 

The organization intend to information, develop human resource retain efficient 

and effective functioning harmonious employee relationships, control over the overall 

working system, devise rational basis of employee compensation. 

2. Individual goals 
 

Individually too expect to achieve objectives an appraisal system. 

For Example:- culture of justice and fairness, effort linked rewards, objectives and 

feedback about performance, career development and their involvement in 

implementation of the system. 

3. Mutual goal 

Growth and development, harmony effectively and profitability achieved by both 

the individual and the organization. The success of an appraisal system would therefore 

depend on how far it is able to meet the organizational as well as individual needs and 

perhaps the existing dilemma facing appraisal systems in their ability to take care of this 

important fact. 

The process of appraisal has many stages and involves multiple activities to be 

undertaken by organization. 

These are usually: 
 Format determination



 Format Administration


 Problem Identification


 Sharing Evaluation


 Designing organization inputs, counseling, training and development


 Rewards administration.

 

This process is administered through a variety of approaches adopted by organizations 

to appraise their employee namely: 
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1. Intuitive approach 
 

Where the boss judges the employee based on his perception of the employee behavior. 

 

2. Self-appraisal approach 
 

Under this system, the employee himself evaluated his performance a set of 

qualities is given in a form and the person is asked to describe his behavior and his 

performance. 

For example: Task or Human relations concern individual or group decision etc... 

An honest description may be quite helpful in understanding the personality of the rater. 

3. Group approach 

A method of group appraisal is also in vogue in some organizations. The decisions 

pertaining to promotions pay increases, job changes and other such thing in meeting of 

the supervisor and his subordinates. A discussion takes place on the subject and decisions 

are taken 

     4. Conventional trait approach 

Where the boss evaluates the employee on the basis of presence or absence of 

certain traits like: 

a. Integrity 
 

b. Honesty 

c. Dependability 
 

d. Loyalty etc 
 

5. Appraisal based on achieved results 

We are targets are pre-set jointly by the rater and the rater in a restricted sense, 

traditionally these approaches are known as judgmental methods of employee evaluation. 
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Appraisal Process:- 
 

 

                                                      Objectives of performance 

                                                     Appraisal 
 

 

                                                       Establish job expectations 

 
 

Design  and appraisal 
programme 

 
 

 

                                                        Appraise performance 
 

 
 
 

 

 

                                                Performance interview 
 

 

 

Use appraisal data for 

Appropriate purposes 
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360 Performance appraisals 

The appraiser may be any person who has through knowledge about the job content, 

contents to be appraised, standards of contents, and who observes the employee while 

performing a job. The appraiser should be capable of determining what is more important and 

what is relatively less important. He should prepare reports and make judgments without bias. 

Typical appraisers are: 

 Supervisors


 Peers


 Sub-ordinates


 Self appraisal


 Users of services


 consultants
 

Performance appraisal by all these parties is called "360 Performance Appraisal". 

 

Supervisors 

Supervisors include superiors of the employee, other superiors having knowledge about 

the work of the employee and department head or manager. General practice is that immediate 

superiors appraise the performance, which in turn is reviewed by the departmental 

head/manager. 

Peers 

Peer appraisal may be reliable if the work group is stable over a reasonably long 

period of time and performs tasks that require interaction. However, little research had 

been conducted to determine how peers establish standards for evaluating others or the 

overall effect of peer appraisal on the group's attitude. 

Subordinates 

The concept of having superiors rated by subordinates is being used in most 

organizations today especially in developed countries. Such a novel method can be useful in 

other organizational settings too provided the relationships between superiors and subordinates 

are cordial. 
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Self appraisal 

If individuals understand the objectives they are expected to achieve and the 

standards by which they are to be evaluated they are to a great extent in the best position 

to appraise their own performance. 

 

Users of services customers 

Employee performance in service organizations relating to behavior, promptness, 

speed in doing the job and accuracy can be better judged by the customer or users of 

services. For example: - Teacher's performance is better judged by students and the 

performance of a conductor in passenger road transport is better judged by passengers. 

 

Consultants

 

Sometimes consultants may be engaged 

employers do not trust supervisor appraisal and 

appraisal or peer appraisal or subordinate appraisal 

 

for appraisal when employees or 

management does not trust the self- 
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Methods of Performance Appraisal: 

Methods of Performance Appraisal 
 

 

 

Traditional Methods Modern Methods 
 

 

       I . Graphic Rating Scales 

 

II. Ranking Method I. Behaviorally Anchored 

 

III. Paired Comparison Method Rating Scale 

 

IV. Forced Distribution Method II. Assessment Centre 

 

V. Checklist Method III. Human Resource 

 

 Simple Checklist Accounting
 

 Weighted Checklist IV. Psychological Appraisal Method 

 

V. 360 Appraisal System 

 

VII. Group Appraisal 

 

VIII. Confidential 
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Straight ranking method 

This is the oldest and simplest method of performance appraisal by which the man and 

his performance are considered as an entity by the rater. No attempt is made to fractionalize the 

rater or his performance; the "whole man" is compared with the "whole man", that is, the 

ranking of a man in a work group is done against that of another. 

Paired comparison technique 

By this technique, each employee is compared every trait with all the other persons in 

pairs one at a time. With this technique, judgment is easier and simpler than with another is 

tallied on a piece of paper. These numbers yield the rank order of the entire group. 

Forced distribution method 

In this method to assign the employees and conducting survey after that calculate the 

percentage then the highest percentage rate employee performance will be calculated. 

Checklist method 

Under this method, the rater does not evaluate employee performance he supplies 

reports about it and the final rating is done by the personnel department. A series of questions 

are presented concerning an employee to his behavior. 

Essay method 

This method is also called Free form method. The appraisal is required to write a essay 

or brief narrative by choosing the best, describes the performance of the employee being 

appraised. 

Group appraisal method 

Under this method, employees are rated by an appraisal group consisting of their 

supervisor and three or four supervisors who have some knowledge of their performance. The 

supervisor explains to the group the nature of his subordinates duties. 
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Many of the above traditional performance evaluation techniques have internal weakness. 

 

1. Managers generally are not qualified to assess personality traits and most managers are even 

not properly trained to conduct evaluation and performance interviews. 
 

2. Some managers discourage good performance by over emphasizing   shortcomings   and 

 almost neglecting good work. 

3. Rater's personality also plays an important part in the effectiveness of evaluation programs. 

 

Confidential report 

In this method assessing the employee’s performance confidentially is a traditional 

method of performance appraisal. 

Modern methods of performance appraisal 

Modern traditional methods emphasis either on the task or the workers personality while 

making an appraisal. In order to bring about a balance between these two modern methods have 

been developed. 

Human asset accounting method 

The human assets accounting method refers to activity devoted to attaching money 

estimates to the value of a firm's internal human organization and its external customer 

goodwill. 

Behaviorally anchored rating scales (bars) 

This is a new appraisal technique which has recently been developed. Its supporter 

claims that it provides better, more equitable appraisals as compared to other techniques. The 

procedure for BARS is usually five stepped. 

1. Generate critical incidents 

Persons with knowledge of the job to be appraisal (Job holders/supervisors) are asked to 

describe specific illustrations (Critical incidents) of effective performance behavior 

2. Develop performance dimensions
 

These people then cluster the incidents into a smaller set (or say 5 or 10) of performance 

Dimensions. Each cluster (dimension) is then defined. 
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3. Reallocate incidents 

Any group of people who also no the job then reallocate the original critical incidents. 

4. Scale of incidents 

This second group is generally asked to rate (7 to 9 point scales are typical) the behavior 

describes in the incident as to how effectively or ineffectively it represents performance on the 

appropriate dimension. 

5. Develop final instrument 

Subsets of incidents (usually 6 to 7 per cluster) are used as "behavior anchors" for the 

performance dimensions. 

Implementing Appraisal System 

The final dimension of performance appraisal is the implementation of the system. The 

steps involve in performance appraisal implementation are: 

 Training appraisers;


 Training employees;


 Setting standards;




Appraisals and hr decisions 

Effectiveness of performance appraisal system depends on how well the data generated 

by the system is utilized and to what extent the employees see the data being utilized. The 

following HR decisions could be made on the basis of appraisal data: 

 Evaluate decisions


 Promotions


 Performance Rewards


 Change of Responsibilities and Status.


 Salary increase
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Chapter 5 

Data Analysis and interpretations



 

1. In your opinion what is the purpose of performance appraisal?  
 
 

Attributes No. of respondents % of respondents 
 

Promotions 50 55% 

Rewards 30 33% 

Salary hikes 20 22% 

Punishment 10 11% 

total 110 110% 

 
 
 

 
 
 
 
Interpretation:  from the above graph of employees, performance appraisal 55%  of employees 

for promotions , 33% of employees for rewards, 22% of people salary hikes and 11% of 

employees for  punishments. 
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2. How often performance appraisals are made in your organization? 

 
 

Attributes No. of respondents % of respondents 

Monthly 0 0% 

Half yearly 30 33% 

Quarterly 0 0% 

Annually 70 77% 

Total 110 110% 

 

 

 
 
 
 
 

 

 
 
Interpretation: from the above opinion of employees performance can be measurable in 

half yearly (33%) and (77%) of employees annually to taken by organization.  
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3. Who measures your performance in the appraisal process? 
 
 

Attributes No. of respondents % of respondents 
Supervisor 60 66% 

Self 10 11% 

Peers 16 17.6% 

Subordinates 24 26.4% 

Total 110 110% 

 

 

 

Interpretation: From the above table (66%)of the respondents  says that performance can be 
evaluated by supervisors and( 26.4%) of the respondents says that performance can be 
evaluated by subordinates and (11%)of the respondents says that performance can be evaluated 
by self and(17.6%)  of respondents. 
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4.  Performance appraisal helps in promote me to higher posts   

 

Attributes No. of 
respondents 

% of 
respondents 

Strongly agree 50 55% 

Agree  20 22% 

Disagree  40 44% 

Strongly disagree  0 0% 

Total 110 110% 

 

 

 

 

Interpretation : Interpretation: From the above table is observed that it can be stated that (55%) 
employees feel appraisal helps in strongly agree them always followed by (44%) employees 
feel appraisal helps in agree them sometimes, (22%) employees feel appraisal never help in 
disagree them. 
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5. Do you think that performance appraisal system is necessary for the organization?  
 

Attributes No. of respondents % of respondents 

Yes 80 88% 

No 20 22% 

total 110 110 

 

 

 

 

 

 

Interpretation: From the above table it can be started that (88%) feels performance appraisal is 
necessary.(22% )feels performance appraisal is not necessary.  
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6. The satisfaction level of the present performance appraisal process is good. 
 

 

Attributes No. of respondents % of respondents 

Strongly agree 50 55% 

Disagree 30 33% 

Agree 20 22% 

Strongly disagree 10 11% 

Total 110 110% 

 
 
 

 

 

 

Interpretation: From the above table (55%) of the respondents are strongly agree with the 
current appraisal system and (33%) of the respondents are agree and (22%)respondents are 
disagree and (11%) of the respondents strongly disagree. 
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7.  What purpose the performance appraisal process is used in your organization?  
 
 

Attributes No. of respondents % of respondents 

Identification of training 
needs 

25 27.5% 

Finalization on incentives  45 49.5% 

Feedback from boss 20 22% 

All the above 20 22% 

Total  110 110% 

 
 
 

 
 
 
 
Interpretation: based on the above information (27.5%) of employees are agreed that purpose 

of Performance appraisal process is identification of training needs, (49.5%) of employees are 

agreed that purpose of Performance appraisal process is finalization on incentives, (22%) of 

employees are accepted that use of Performance appraisal process is feedback from boss, 

(22%) of employees are accepted that use of performance appraisal process all the above. 
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8.  Your satisfaction level on existing performance appraisal system. 

 

Attributes No. of respondents % of respondents 

Highly Satisfied 44 48.4% 

Satisfied 39 42.9% 

Neutral 11 12.1% 

dissatisfied 6 6.6% 

Total 
 

110 110% 

 

 

 

 

Interpretation: From the above table (48%) of the respondents are highly satisfied with the 
current appraisal system and (43%) of the respondents are satisfied and (12%) respondents are 
neutral and (12%) are dissatisfied on existing performance appraisal system 
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9. After performance appraisal do you find any improvement in your performance?  
 
 

Attributes No. of respondents % of respondents 

Yes  79 82.5% 

No 31 28.5% 

Total  110 110% 

 
 

 
 

 

 

 

 

Interpretation: From the above graph it can be started that (82.5%) of employees agreed found 
improvement in their performance after performance appraisal. (28.5%) did not find any 
change in their after performance appraisal 

 

 

 

 

56 

 

82.5%

28.5%

Attributes

yes

no



 

 

10. Do you agree with the assessment of your review offer/reporting officer?  

 

Attributes No. of respondents % of respondents 
Strongly agree 55 60.5% 

Agree 25 27.5% 

Disagree 20 22% 

Strongly disagree 10 11% 

Total 110 110% 

 

 

 

 

 Interpretation: From the above graph it can be stated that (60.5%) strongly agree with the 
assessment of your review officer/reporting officer,(27.5%) agree with the assessment of your 
review officer/reporting officer,(22%)disagree with the assessment of your review 
officer/reporting officer, and (11% )strongly disagree with the assessment of your review 
officer/ reporting officer. 
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11. Do you get any feedback after completion of the performance appraisal procedure? 
 
 

Attributes No. of respondents % of respondents 

Yes 80 88% 

No 30 32% 

Total 110 110% 

 
 

 

 

 

 

 

Interpretation: based on the above information (88%) of employees are accepted the feedback 
after completion of performance appraisal procedure (32%) of employees are don’t accepted 
the feedback after completion of performance appraisal procedure. 
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12. What type of action will be taken after evaluation of performance if it is not up to mark?  

  

Attributes  No. of 
respondents 

% of respondents 

Counseling 35 38.5% 

Training 40 44% 

Motivation 20 22% 

Issuing of memos 15 16.5% 

Total 110 110% 

 

 

 

 

 

 

Interpretation: From the above graph it can be stated that For (38.5%) counseling is done for poor 
performance, For (44%) training is given for poor performance, For (22%)  motivation is given for poor 
performance, and For (16.5%) memos were issued for poor performance. 
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13. Suggestions regarding improvement of performance appraisal programs, if any?  
 
 

Attributes  No. of respondents  % of respondents 

Strongly agree 50 55% 

 Agree  27 29.5% 

Disagree 33 36.5% 

Strongly disagree 0 0 

Total 110 110% 

 

        

 

 

 

Interpretation: based on the above information (55%) of programs strongly agree of performance 

appraisal procedure, (30%) of programs agree of performance appraisal procedure, (37%) of programs 

disagreed of performance appraisal procedure. 
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14. Do you get any benefit with the help of performance appraisal system? 

 

Attributes No. of respondents % of respondents 
Yes 82 90.2% 

No 0 0% 

Partially 28 19.8% 

Total 110 110% 

 

 

 

 

 

 Interpretation:   Employees are partially agreed that they get benefit with the help of performance 

appraisal system. Based on the above information (90.2%) of employees are agreed that they get 

benefit with the help of performance appraisal system, (19.8%) of employees partially agreed that they 

get benefits with the help of performance appraisal system. 
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15.  Performance appraisal helps to change behaviour of employees? 

         

Attributes No. of respondents % of respondents 
Strongly agree 60 66% 

Disagree 20 22% 

Agree 25 16.5% 

Strongly disagree                          5 5.5% 

Total 110 110% 

 

 

 

 

 

 

 Interpretation:    From the above graph it can be stated that (66%) strongly agree that performance 

appraisal helps to change their behaviour. (22%) agree and says that performance appraisal will not 

help to their change behavior,(16.5%) disagree that performance appraisal helps to change their 

behavior, and(5. 5%) strongly disagree and says that performance appraisal will not help in their 

change behavior. 
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Chapter 6 

Findings and suggestions 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



     Findings 

 It is observed that the designing of performance appraisal was done by respective head 
of the departments in the organization.





 It is identified that both experience and excellence of employee are taken as yardsticks 
on which performance appraisal was done.





 It is found that both qualitative and quantitative aspects are considered while appraising 
the performance of an employee.





 It is identified that most of the employees are receiving feedback about their 
performance after performance appraisal was done.





 It is observed that organization follows attendance register and the personal records of 
employees as references to appraise the performance of employee in the organization.




 It is observed that most of employees felt the information obtained from performance


appraisal system is used to conduct training programmers in Sangam Dairy Limited for 
improving the performance of employees. 

 It is identified that most of the employees have agreed that performance appraisal 
process had helped them in their career development.





 It is found that 80% of employees are agreed that PAS was properly guided for 
developing the skills & efficiency of the employee.
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Suggestions 

 

 It is suggested to continue of giving feedback about the performance of employee after 
the appraisal process so they can take certain measures to improve themselves further.





 It is suggested that performance appraisal is conducted in order to identify training 
needs of employees.





 It is suggested to consider excellence of employees as yardstick while appraising the 
performance of employees.





 It is suggested that rating of employees should be given based on performance of 
employees but not on the personal interest.





 It is suggested that designed performance appraisal should be simple to operate and 
easy to understand.





 It is suggested that the design performance appraisal systems should be in such a way 
that it should motivate the individuals.





 It is suggested that performance appraisal system should be more helpful to employees 
in reaching their targets.
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Conclusion 

 

Performance Appraisal system is unique in nature since it is established norm in 

an organization for evaluation of employee's performance of given job in the past and also 

development process. Which helps in proper judgment of an employee of his capabilities 

and also his strengths and weaknesses in the performance of his work? It is a sort of feed 

back to the subordinates where they stand which in turn will enhance the performance of 

an employee by his own understanding and efforts or by an organization. Which may 

adopt various methods namely placement, pay, promotions and punishment, etc. This 

system is instrumental in developing positive superior-subordinate relations, which is a 

universal acceptance and also an importance criteria for development of an organization 

with particular reference to productivity and growth. 

 

Besides used in regular intervals will bring closer repport and understanding 

between superior and subordinates, thereby forming healthy atmosphere for proper 

discussions on job performance, etc. 

 

This process will remove "subordinate" feeling form the minds of the employees 

and provide them the liberty to express their views freely basing on which the 

organization will be in a comfortable position to tone up the performance of a individual 

employee and also in making efforts for better planning towards the general improvement 

of the productivity of the organization 
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  QUESTIONNAIRE: 

1. In your opinion what is the purpose of performance appraisal?  
 
a) Promotions                                        b) Rewards  
 

 c) Salary hikes                                       d) Punishments 

              2.   How often performance appraisals are made in your organization?  

                     a) Monthly                                             b) Half yearly  

                     c) Quarterly                                           d) Annually  

              3.   Who measures your performance in the appraisal process?  

                      a) Supervisor                                         b) Self  

                      c) Peers                                                   d) Subordinates  

               4.   Is performance appraisal helps in promote to the higher posts?  

                       a)  Strongly agree                                   b) agree  

                       c) Disagree                                             d) strongly disagree  

               5.  Do you think that performance appraisal system is necessary to your organization?   

                        a) Yes                                                      b) no  

               6. Is satisfaction level of the present performance appraisal process is good?  

                         a) Strongly agree                                     b) agree  

                          c) Disagree                                             d) strongly disagree  

                7.  What purpose the performance appraisal process is used in your organization?     

                        a) Identification of training needs           b) Finalization on incentives 

                        c) Feedback from boss                             d)All the above 

                 8.  Have you satisfied with the performance appraisal procedure, which is conducted in your   

                      Organization?  

a) Yes                                                           b) no  
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       9. After performance appraisal do you find any improvement in your performance?  

                             a) Yes                                                             b) no                                                                                                                                                                                

 

                  10. Do you agree with the assessment of your review offer/reporting officer?  

                             a)  Strongly agree                                           b) agree  

                             c) Disagree                                                      d) strongly disagree  

                 11. Do you get any feedback after completion of the performance appraisal procedure?  

                             a) Yes                                                               b) no  

                  12. What type of the action will be taken after evaluation of performance if it is not up to  

                          mark?    

                              a) Counseling                                                  b) Training  

 c) Motivation                                                  d) Issuing of memos  

                   13. Suggestions regarding improvement of performance appraisal programs, if any?  

                                a) Strongly agree                                            b) agree  

                                c) Disagree                                                     d) strongly disagree  

                   14. Do you get any benefit with the help of performance appraisal system?  

                                 a) Yes                                                              b) no                     

                                 c) Partially  

                    15. Do you think performance appraisal helps to change your behavior of employees?  

                                 a) Strongly agree                                               b) agree  

                                  c) Disagree                                                       d) strongly disagree  
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Chapter 1 

Introduction 
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Employee Welfare Measures 

Human Resource Management (HRM) involves all management decisions and practices that 
directly affect or influence the people-Human Resources, who work for the organization. In 
recent years, increased attention has been devoted to how organizations manage human 
resources. This increased attention comes from the realization that an organization’s 

employees enable an organization to achieve its goals, and the management of these human 
resources is critical to an organization’s success. 

Employee Welfare : 
 

The term “Welfare” refers to a staff of living of an individual or a group in the context 

of his physical, social and psychic environment. The concept of labour welfare relates to 

taking care of the well-being of workers by employers, trade unions, governmental and non- 

governmental institutions and agencies. 

Welfare includes anything that is done for the comfort and improvement of employees 

and is provided over and above the wages. 

Welfare helps in keeping the morale and motivation of the employees high so as to 

retain the employees for longer duration. 

 
Definition : 

 
“Employee welfare means anything done for the comfort and improvement, 

intellectual and social, of the employees over and above the wages paid which is not a 
necessity of the Industry.” 

 

-Arthur James 
The industrial progress depends on a satisfied labor force, and the importance of 

employee welfare measures. After the placement of the employees, they should be given 
proper training and programmers to develop their efficiency so as to serve the organizations 
better. Welfare facilities are designed to take care of the well – being of the employees.  
They do not generally result only in monetary benefit. These welfare measures are provided 
by government Non – Government agencies and theemployers. 
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1.2 Need of the study: 
 To understand the extent to which the welfare measures are provided byKusalava 

Hyundai towards theiremployees.

 Toknowthelevelofawarenessofemployeesaboutthevariouswelfaremeasuresprovided 

tothem.

 To study how the welfare facilities provided help in increasing the services andjob 

satisfaction.

 To learn how welfare services provided to employees help organization to build up a stable 

work force by reducing absenteeism and laborturnover.

 To offer useful suggestions for improving the effectiveness of welfaremeasures.

 To review Kusalava Hyundai limited welfare measures and their usefulness to the workers.

 To recognize the importance of welfare measures for Kusalava Hyundai employees 

in achieving the organizationalgoals.
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1.3 Objectives: 

 
 To find out the employee welfare measures adopted by thecompany.
 To evaluate the level of employeesatisfaction.
 To know the working environment of theemployees.
 To find out the awareness among the employees about the employee welfaremeasures.
 To determine the awareness and level satisfaction of the employees towards the welfare 

measures, working conditions and social security schemes provided by the organization to 
the employees.
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1.4 Scope: 
The study is extended to the employees in Kusalava Hyundai., which forms the 

universe of the study. The study covers only some department employees working in the 
organization. The welfare measures studied include both statutory and Non-statutory welfare 
measures. It also includes a study on issues like grievance handling and working  
environment. 

The study emphasizes in the following scope: 
 To identify the employees‟ level of satisfaction at KusalavaHyundai.

 This study is helpful to the management in taking managerialdecisions.
 This study has a scope of knowing about various activities carried out by HRdepartment 

for the satisfaction and welfare of theemployees.
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1.5 Limitations of thestudy: 
 
  The study was purely based on the information given by the employees and there are 

chances for gave wrongdata.
 The time period was not sufficient for thestudy
 The sample size is 50, so the employee’s opinion may not reflect the exactscenario.

  Employees are very busy in their work so they gave answers very much in the 
questionnairemethod.

 Certain employees were biased in answering to thequestions.
 Some employed are illiterate and may not be able to fill up the questionnairethemselves.
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INDUSTRY PROFILE 
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INDUSTRY PROFILE 

 
The Indian auto ancillary industry has come a long way since it had its 

small beginnings in the 1940s. If the evolution of the industry is traced in India,  

it can be classified into three distinct phases namely period prior to the entry of 

MaruthiUdhyog Ltd, period after the entry of MaruthiUdhyog Ltd was 

characterised by small number of auto majors like Hindustan Motors, Premier 

automobiles, Telco, Bajaj and Mahindra, low technology and assured for most of 

the auto-component manufactures. 

Industry Basics 
 

The Rs. 127 bn worth domestic auto ancillary industry is highly 

fragmented, with hardly any global scale capabilities. Capital costs for 

production of most components is not steep and technology though a key factor, 

relatively stable. In the price conscious replacement market, small scale 

unorganized sector is well entrenched, despite its low quality. Auto ancillary 

what is driving growth in India. OEMS (Original Equipment Manufacturers) are 

mainly catered to by organized sector. The Industry prospects are again linked to 

the domestic auto sector includingreplacement market. 

The cars and bikes come to us as a single unit. However, to get these 

machine marvels on the road, the manufacturer uses as many as 5000+ 

components. The total raw material cost of a manufacturing company is around 

65% of net sales. Increasing competition affects company’s bottom line thereby 

resulting into lower profitability, declining returns in terms of net profit and 
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capital employed. Here enters in the Indian opportunity and advantage. With 

increasing pressure on margins, global players have started to outsource from 

countries, which improve their bottom line. 

Why Indian Manufacturers 
 

Existing Indian scenario the Indian market is the second largest two- 

wheeler and tractor manufacturing and fifth largest commercial vehicle 

manufactures. A large domestic market has proved a base for industry to be a 

global player. Auto component industry has growth by 17% in the last five years, 

while exports have performed the Indian market during the same period growing 

at 25%. The industry is expected to growth to US $ 2 bn in the current fiscal and 

US $ by 2010. 

Skilled Labor at Cheaper Cost 
 

Skilled labor is one of the key requirements in this industry that is 

available in plenty and that too at a comparatively cheaper rate. Staff expenditure 

is as low as Rs. 100 per hour as compared to Rs. 900 in USA. Consider the case 

of Bharat Forge, which is into manufacturing of forging, where skilled labor is 

the key requirements. Company’s cost is less that 10% of net revenues, while 

companies, manufacturing forging in US spend almost 30% of sales revenue on 

labor 

Quality Standard 
 

Indian norms are stiff enough to restrict chain from entering the Indian market. 

Through chains market is the largest automobile market, they could can’t enter 

into the India. Market many of the Indian manufactures meet the international 

quality certification and also meet the global automotive standards as well. In 
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sort the global auto manufactures requirements can source quality components 

from India, why doubt that the time ahead would be golden years for auto 

ancillary industry. 

Industry Highlights 
 

 The Rs. 127 bn worth domestic auto ancillary industry ishighly 

fragmented, with hardly any globalscale capabilities. 

 Capital costs for production of most components is not steepand 

technology though a key factor,relatively stable. 

 . Inthe price conscious replacement market, small scale unorganized 

sector is well entrenched, despite itslow quality. 

 OEMS (Original Equipment Manufacturers) are mainly catered toby 

organizedsector. 

 The Industry prospects are again linked to the domestic auto sector 

includingreplacement market. 

 
 
 
 

 
Auto Components Industry 

 
The Indian auto components industry has an esteemed production of US 

 
$ 10 billion. The spiraling demand from domestic and international auto 

companies have been this sector emerging as one of the growing manufacturing 

sector in India and globally. 

Surge in automobile industry since the nineties has led to robust growth 

of the auto component sector in the country. In tandem with the industry trends, 

the Indian component sector has shown great advances in recent years in terms  

of growth, spread, absorption of new technologies and flexibility. Indian auto 

component industry has seen major growth with the arrival of worldvehicle 
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manufactures from Japan, US and Europe. Today, India is emerging as one of  

the key auto components centrein Asia and is expected to play a significant role 

in the global automotive supply chain in the nearfuture. 

Today, the auto- component industry has emerged as a highly 

competitive segment of the manufacturing sector. Indian auto component 

industry is wide and has been one of the fastest growing segments of auto sector. 

During the year 2007-08, the auto component industry continued its high growth 

path and emerged as one of the fastest growing sectorin Indian engineering 

industry by clocking 21% growth output during the year. The industry crossed a 

total turnover of over US $15 billion, with exports of US $ 2.9 billion during the 

year. It supports industries like automobiles, machine tools, steel aluminium, 

rubber, plastic, electrical, electronics, forgings and machining. India has also 

emerged as an outsourcing hub for auto parts for international companies such as 

Ford, General Motors, Daimler Chrysler, Fiat, Volkswagens andToyota 

Growing Capabilities of Indian Component Suppliers 

1. Proficiency in understanding Technical drawings and well conversant in 

all Global Automotive standards. American, Japanese, Korean,European 

standards etc. 

2. Appropriate automation leading to economicproduction costs. 

3. Flexibility in smallbatch production. 

4. Growing IT capability for design, development&simulation. 

5. Respect forintellectual property. 

 
The Indian automotive industry has grown at a CAGR of 14% p.a. over 

the last 5 years sales of vehicles around 9 million vehicles in 2005-06. It has 

potential to emerge the largest in the world, presently India is 

1. 1st largest two wheeler market in theworld. 
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2. 5thlargest commercial vehicle market inthe world. 
 

The industry has emerged as a key contributor to the Indian economy. 

The developments in the Indian auto component industry can be traced to trade 

liberalization during the 1990’s that resulted in an influx of multinational 

automotive companies like ford, general motors, Hyundai, Mercedes-Benz, 

Peugeot, and Volvo intoIndia. 

Consumers reacted favorable to the expanded set of offerings and 

consequently the demand for cars in India surged. For example, the sales if 

foreign brand cars grew from almost nothing before the entry of Hyundai 

in1997 to 17% of the car market in the year 1998-99 to more than25% of the car 

market in 2004-05. The auto market, consisting of passenger vehicle, 

commercial vehicles, two wheelers, three wheelers and tractors, expanded from 

a sales level of 3.3 million vehicles in the year 1995-96 to nearly 6.8 million 

vehicles during 2005-06. 

 The Indian auto component industry responded to these challenges by 

adding capacity and modernizing existing plants. Many firms entered 

into technical collaboration and equity partnership global tier-one 

suppliers. Global tier-one suppliers like Delphi and Visteon set 

manufacturing units inIndia. 

 During this period, there was significant growth in multinational 

companies, exports are still very compared to annual global auto 

component sales, which were $ 730 billion, there is a significant 

share of the salescomponents firms. 

 Before Maruthi, the auto component industry was characterized by 

lowvolumes,highfragmentation,negligibleautomachineand 
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consequently poor quality. Worth talking about. Maruthi challenged 

all that for the first time the Indian market hand volumes worth 

speaking of a product that was exportable and proper systems. 

 The key of course is the export- worthiness of the Maruthi, Zen mark 

by 1989-90, the component industry boomed in tandem, in the 

meantime, other Japanese majors like Honda, Yamaha, Toyota and 

Mitsubishi also flagged off two- wheeler and light commercial 

vehiclesproduction 

 This paved the way for foreign collaborations in the component 

sector, and till date some 95 Japanese alliances have been struck. 

Maruthi itself floated 11 joint ventures and has as many as 375 

vendors. 

 The Indian auto component industry has an estimated production of 

US $ 10 billion. The spiraling demand from domestic and 

international auto companies has seen this sector emerging as one of 

the fastest growing manufacturing sectors in India andglobally. 

 
The auto components industry is predominantly divided into five segments. 

1. Engine Parts 

2. Drive Transmission &Seating Parts 

3. Suspension &Brake Parts 

4. Electrical Parts 

5. BodyAnd Chassis 

 
AccordingtotheACMA(AutoComponentsManufacturersAssociation 

of India), the sector is set to grow at a CAGR of 15 per cent till fiscal 2012.  

This sector is  now  working  towards an open  market. A large  number  ofjoint 
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ventures with leading global manufacturers have already been set up in the 

auto- components sector. And with India estimated to have the potential to 

become one of the top five auto component economies by 2025, the pace is 

expected to pick up evenfurther. 

Moreover the automotive components industry is perceived as a lucrative 

sector with tremendous potential for foreign direct investments. The year 2007- 

08 saw the auto components sector soar with exports touching the US$ 5.9 

billion in 2008-09, and touch US$ 20 billion in seven years owing to the huge 

and growing markets both within India, and overseas. 

Domestic Investment 
 

The market is so large and diverse that a large number of players can be 

absorbed to accommodate buyer needs. The sector not only has global players 

looking to invest and expand but leading domestic component companies are 

also pumping in huge sums into expanding operations. 

1. Bharat Forge invested US$ 135 million in its Pune plant for increasing 

domestic capacity to 2,40,000tones. 

2. Armtek Auto is expanding capacity of its castings unit to 70,000 tons per 

annum from 30,000TPA. 

Foreign Investments 
 

India enjoys a cost advantage with respect to casting and forging as 

manufacturing costs in India are 25 to 30 per cent lower than their western 

counterparts. Seeing the growing popularity of India in the automotive 

component sector ( a whopping US$ 530 million in terms of foreign direct 

investment), the investment commission has set a target of attracting foreign 

investment worth US$ 5 billion for the next five years to increase India's share 



15  

in the global auto components market from the existing 0.4 percent to 3-4 

percent. 

 
1. Chrysler is setting up a local sourcing unit in Chennai and expected to 

start sourcing for its global plant bynext year. 

2. Pal finger AG, the Austrian hydraulic lifting, loading and handling 

systems manufactures, has joined hands with Western Auto LLC, 

Dubai, the vehicle dealership arm of ETA Star group, have investedUS$ 

1.7 million to set base in India. 

3. IFCI Venture Capital Funds Ltd is launching a private equity fund in 

association with German consultancy UBF-B worth US$ 144.67 million 

focused entirely on domestic automotivecomponents industry. 

4. Auto parts maker Robert Bosch of Germany will invest US$ 201.4 

million in its Indian subsidiaries over the nexttwo years. 

5. Japan's Omron Corporation, the leading manufacturers of automation 

components has set up the company's first production base on the 

subcontinent. 

6. Swiss company Reiter Automotive India aims to increase its production 

capacity in India and extend its product range toheatshields. 

 

Destination India 
 

The ACMA - Mc Kinsey Vision 2015 document forecasts the potential 

for the Indian auto component industry to be US$ 40-45 billion by 2015. 

Investments and exports in this segment are witnessing continuous growth. 

Global automobile manufactures see India as a manufacturing hub for auto 

components and are rapidly ramping up the value of components they source 

from India due to 

1. The cost competitiveness in terms of labour andraw material 

 
2. Its establishedmanufacturing base. 
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3. Fine quality of components manufactured in India (used as original 

components for vehicles made by General Motors, Mercedes, IVECO and 

Daewooamong others). 

As a resultJapanese and British component manufacturers are seeking 

joint- ventures in India. Delphi, the auto component division of General Motors 

is planning to set up plants in India. Robert Bosch, auto parts maker of  

Germany has relocated manufacture of certain products to MICO, India. 

Crosslink International Wheels, Malaysia's leading automobile  security 

provider has set up its manufacturing unit at Bade to make India the export hub 

for theSAARC region. 

Foreign auto makers, including Ford Motor Co., General Motors Corp., 

Honda Motors Co., Toyota Motor Corp., Daimler Chrysler AG and Hyundai 

Motor Co., are all looking to increase their presence in India and use it as an 

export hub. 

The Indian automotive export industry has made a global mark. Both the 

automobile industries along with the component industry in contributing to 

India's overall export effort. According to ACMA, more than a third (36 

percent) of Indian auto component exports head for Europe, with North 

America featuring a close second at 26percent. 

Growing Capacity of Indian Component Suppliers 
 

 Proficiency in understanding technical drawings and well conversant in 

all global automotive standards, American, Japanese, Korean,European 

standardsetc. 

 Appropriate automation leading to economicproduction costs. 
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 Flexibility in smallbatch production. 

 
 Growing IT capacity for design, development&simulation. 

 
 Respect forintellectual property. 

 
The Indian automotive industry has grown at a CAGR of 14 percent p.a. 

over the last 5 years sales of vehicles reaching around 9 million vehicles in 

2009-10. It has the potential to emerge the largest in the world. 

That was just the first step in the process of Indian component marks 

producing globally competitive products. The next best thing to happen to this 

sector was the recession of 1992-93. To maintain their viability, ancillary had 

little choice but to focus on export markets, and set up quality. This is evident in 

the spate of ISO 9000 certifications those component makers began to receive. 

Of the roughly 350 companies in this sector, at least 130 have bagged ISO 9000 

certification, something no other industry can boast of. 

The step-up process has not ended with the Japanese innovation. 

Gradually manufactures from all parts of the world are making a beeline for 

India 
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COMPANY PROFILE 
 

Kusalava International Ltd 
 
 

Kusalava International Ltd., was established in the year 1964. It was 

earlier known as Bharath Industries wereit was started as a small work shop. But 

later the name was changed to Kusalava International Ltd., Today Kusalava 

International Ltd., is one of the largest cylinder liner manufacturer's in India. 

Started in the year 1964 as a small foundry under the visionary leadership of 

Mr. Kusalava Rao (Chairman) Kusalava International Ltd has transformed. The 

organization into a truly professional organization with revenues closed to 25 

million USD. Today, Kusalava International Ltd., supplies engine components 

to original equipment manufacturers in India, USA, and Europe. The company 

has established itself as the preferred supplier of cylinder linersworldwide. 

 
 

Brand Name "Tiger Power" - The Tough Parts 
 

Today “Tiger Power" brand is most dynamic name in the cylinder liner 

manufacturing business. Kusalava International Ltd has nearly 40 years of 

industrial manufacturing experience in the field. Nearly 50 percent of the 

production goes to original equipment. Kusalava International Ltd., had geared 

up to meet the technological changes and world standards. It also  understood 

the competition in the world market arose done to the establishment of World 

Trade Organization. 

Kusalava International Ltd has consistently delivered quality automotive 

components in line with the specific of automobile majors in India and for the 



20  

market spare parts segments to various countries like US, Italy, New Zealand, 

Bangladesh, Australia, Malaysia, Thailand, Mauritius and the Middle East. 

 
 

Vision of the Organization 
 

"To produce quality auto component products the matching best available 

in the world in terms of innovative design features and endues at competitive 

cost deliverable in time and maximize customer satisfaction to ensure constant 

increase in market share and global presence for the company." 

 
 

Mission of the Organization 
 

1. To constantly strive for automation and technology up gradationof 

company's plant processand product. 

2. To maximize customer satisfaction and efficient use of resourcesat 

company's disposal to optimize production andminimize cost. 

3. To trigger higher demand for company's product both in domesticand 

international market thereby improvemarket share. 

4. To improve both top line and bottom line of the company toensure 

optimum returns for all stake holders ofthe company. 

5. To make Kusalava a true global conglomerate through professional 

management, corporate governance initiatives and strict adherenceto 

regulatory compliances. 
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Corporate Structure 
 

KusalavaGroup 
 

(PrivateOwned) 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

Technical Facilities 
 

Foundry 
 

 InductothermInduction Furnace 

 AutomatedCarousel Machines 

 ShotBlasting Machine 

 HeatTreatment Facilities 

 PartingOff Machines 

 
Test Equipment 

 SpectroLab 

 Zeiss Metallurgical Microscope WithPhotographic Attachment 

 Image Analyzer 

 NodularityTesting Equipment 

 UniversalTesting Machine 

 Vickers, Brinnel& Rockwell HardnessTesting Machines 

Auto Components 

Hauler 

services 

Finance 

I.T 

Services Trading Manufacturing 

Auto 

Component 

Auto Motive 
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Mile Stones in Tiger Power Manufacturing 
 

1964 - Kusalava International Ltd comes into existence as M/S Bharat Industries. 

1972 - Started production of grey iron cylinder liners. Started to major road 

transport corporations (STU's) 

1982 - Suppliers to replacement market with Tiger Power - Tough Parts 

Brand name. 1986 - Installed the first Dual Track Induction Furnace in 

India. 

1987 - Became the major source for defence 

vehicle factory. 1990 - Exported its first 

consignment to New Zealand. 

1992 - Tiger Power became the major supplier of cylinder liner in 

after market. 1994 - Emerged as the largest cylinder liner 

manufacturing in India. 

1995 - Kusalava Commissions its first overseas office in Houston, Texas USA, 

ISO 9002 certified. 

1996- Sales figures crossed of 1 million USD. Kusalava becomes a 

limited company. 1997 - Started WOS in USA, ( Wholly Owned 

Subsidiary). 

1998 - QS-9000 certified. 

1999 - Started production ofDuctile 

Iron castings. 2000 - ISO/TS 16949 

certified. 

2002 - Turn Over crosses 10 millions USD. 

2003 - Introduced Six Sigma process. Awarded by ACMA for best Six Sigma project. 

2004 - Introduced  lean  manufacturing  practices.  Received  the  best  supplied 

award from Eicher Motors, for outstanding contribution to supply  chain 

management. Awarded by ACMA for best six sigma project in 2004again. 

2005 - Entered into an agreement with the Market Leader Dalton Sleeves, USA 

for supplying High Grade Ductile iron liner to the Drag Racing Market. 

2006 - Total PM Kick off on July 3rd 2006. Kusalava commissions new plant at 

pant agar, Uttarakhand. 

2007 - Turnover crosses 20 million USD. Kusalava commissions new plant at 
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Visakhapatnam, Andhra Pradesh. 

2009 - Implemented SAP across four manufacturing locations. 

Products 
 CylinderLiners. 

 Compressor Sleeves. 

 Al –Fin Rings. 

 PistonRing Castings. 

 Pistons. 

 
 
 

Products Range 
 
 

Manufacturing Range 
 

 Cars and MUV's -cars 

(Compact, Mid-Sized,Saloon, 

Sedan) SUV'S&MUV's. 

 

 Commercial Vehicles- 
Light, Medium, Heavy, 
Trucks & Pickupvans. 

 
 Tractors 

 
 Other applications - 

Suitable for Compressor 
Engines, DieselEngines, 
Marine, Aeronautical & 
Locomotives. 

 
Manufacturing Capabilities 

 
 
 
 
 
 
 
 
 

"Tiger Power" - Tough Parts had dovetailed their process to give peak 

performance with best quality at affordable price - a tangible result. We are 

proud to say now "Tiger Power" - Tough Parts is complete Global. Most of the 

vehicle manufacturer in the Indian domestic markethas tie up with International 

SI.no Parameter Dimension 

1 10 (Min-Max) 45to 300 mm 

2 OD (Min-Max) 48 to 310 mm 

3 TL (Min-Max) 65 to 400 mm 

4 Thickness 
(Min) 

1mm 

5 Material Greyiron, 
Ductile Iron 
&bainite 

6 Weight(Min- 
Max) 

1 to 100 kgs 
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manufacturers like Mazda, Hino, Mercedes Benz, Mitsubishi etc. 
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Manufacturing Locations 
 

 Unit I - Area 61000 m2, Adavinekkalam Village. Aagiripalli(Mandal), 

Krishna District,AP,India-521212. 

 Unit II - Area 12000 m2,B-4, Industrial estate, Vijayawada. Krishna 

District, AP, India -520007. 

 Unit - III - Area 14000 m2, Plot No.10, Sector - 2, IIEPantnagar, 

Rudrapur, Uttarakhand, India-263153. 

 Unit - IV- Area 30000 m2, Plot No. M-1, VSEZ, Duvvada,Visakhapatnam, 

AP, India -530046. 

 
 

List of Domestic O.E.M Client 
 

Product wise market share comparison with competitor 
 

Company Collaboration TP share 
Ashok Leyland Ltd Hino-Japan and British 

Leyland 
100.00% 

Telco Mercedes Benz 70.00% 
Eicher Motors Mitsubishi 100.00% 
Bajaj Tempo Ltd Daimler Benz 100.00% 
Swaraj Mazda 100.00% 
V.S.T.Tillers Tractors Ltd Mitsubishi 100.00% 

 
 

And for the international market, Kusalava International Ltd has a start 5 

years back and supplying the products after quality validation for the below 

customers interestingly, Kusalava has worked on tanderm with the above 

international collaborated Indian OEM’s to achieve their strength quality 

requirement both in foundry and machining. The above OEM’s contribute 30% 

of Kusalava International Ltd turn over. Technical offer from Kusalava have 

played a vital role in establishing and understanding the international 

specification for the domestic OEM’s and had good report for working hand in 

hand to meet the drawing print specifications. And for the international market 

Kusalava International Ltd is supply in the products after quality validation for 

the below customers. 



26  

Domestic After Market 
 

Kusalava International Ltd has a good market share in domestic market 

with the “Tiger Power” brand and is the biggest liner manufacturer in India. 

Kusalava had well established off site warehouse and branch set ups across 

India for market and customeraccess. 

Kusalava had started supplying its products to the aftermarket under the 

brand name “Tiger Power” since 1982. It has a dominating presence in the 

aftermarket and enjoys the confidence of major engine rebuilders/recorders, 

OEM’s and machines. Currently it possesses a market share of 35% in India and 

30% in USA. Even exports a major share of its production to various countries 

across the globe viz., Italy, UK, France, New Zealand, Bangladesh, Australia, 

Malaysia, Thailand, Mauritius and the Middle East. It had wide-spread, well 

established networks in India, USA, Canada and Europe to serve its clients on 

24×7 bases. Tiger power offers a wide range of “The Tiger Parts” like 

cylinders/sleeves, Value Seat Inserts, Value Guides, Tappets, Position Pins, 

Gaskets, Alvin Nickel Inserts, Cast Sleeves for aluminum blocks, Cast 

iron/Ductile Iron Pipes, InertiaRings. 

Company Product 
 

Kusalava manufacturers liners/sleeves in both cast iron and S.G.Iron, 

Centric cast value seat insert and Alfin Piston insert. As a new development 

Kusalava has started manufacturing the engineering items out of its own 

technology like 3mts, Pipes for ash disposal for the thermal power plants, sugar 

crushers materials, and motor frames for the electrical motors. 

Technology Upgradation 
 

Kusalava has developed the basic technical requirement for the 
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manufacturing of their products and in line to develop the technical strength 

hires experts from Germany for upgrading the foundry technology in line to the 

international practices. 

Till Kusalava had taken 3 round of expert’s views to validate their 

process to find tune their existing process for better productivity. Most 

significantly, Kusalava deputes their technical managerial personal for the 

training in different institutes for better of their knowledge and practices. Mr. 

Prasad R.K. Chukkapalli, Managing Director of Company has visited Japan 

under AOTS programmed for 15 days technical training in quality systems 

during the 1st week of October2nd. 

 
Network and Logistics in India 

 
At present Kusalava has central at Vijayawada and have warehouses and 

trained personnel across India for identification and follow up. Our own Fleet of 

trucks played role in logistics for on time deliveries as per customer’s 

requirements. The central warehouses in India are 

 Vijayawada 

 Chennai 

 Cuttack 

 Nagpur 

 Rajkot 

 Ghaziabad 
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Technical Highlights 
 
 

 
 Have a track record of 45 years. Equipped with the latest 

technology (in houses) in the industry to manufacture any 

variety of cylinder liners as per customer requirements meeting 

internationalstandards. 

 Highly automated with state of the art technology having the 

complete manufacturing facilitiesinhouse. 

 Continuous R&D in house to have an edge over the competitions 

TS 16949certifiedcompany. 

 Goodbrandimage. 

 
 Major supplier to domestic OEM’s like Tata Motors Ltd., Ashok 

Leyland Ltd., Eicher Motors Ltd., Bajaj Tempo Ltd., Swaraz Mazda 

Ltd., VST Tiller Ltd., and International OEM’s as Tier2. 

TechnicalFacilities 

MachineDivision 

 Mazak CNC Turning &Machining Centres. 

 Nagel Double ExpansionHoning Machines. 

 GehringHoning Machines. 

 Centre Less Grinding Machines withAuto Gauging. 

 HighProductivity SPM’s. 

 AutomatedPhosphating Plant. 

Test equipment 

 Lk Co-OrdinateMeasuring Machine. 

 ZeissRoundness Tester. 
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 Zeiss Contour Measuring Machine. 

 Taylor Hobson Surface RoughnessTester. 

 Dyna ScanProfile Projector. 

 Multi GaugeInspection Equipment. 

 Eddy CurrentCrack Detector. 

Total Man Power in Kusalava International Ltd. 
 

Designation 2016-17 
Managing director & directors 7 
Vice presidents 2 
Chief information officer 1 
General managers 6 
Engineers 27 
Sales officers 40 
Skilled workers 55 
Semi skilled workers 120 
Unskilled workers 1224 
Administrative staff 220 
Total 1702 

 

R & D Department 
 

The department develop the schedules according to the customer drawing 

and sent to the production department it develops all parameters of the 

company, makes research plans to decrease the cost of production and improve 

the productivity. 

Turnover 
 

The turn over as per the 2017 reports depicts that it has crossed the 20 million US dollars mark. The 

recent objective achieve a turnover of rupees 1200 crore and cost reduction by rupees 6crore. 

SWOT Analysis 
 
 

Strengths 

 
 Automated carousel machines at foundry for higherquality 
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And productivity. 

 Automation of machining process with CNC machines toproduce 

complex, shapes with close tolerance andhigher productivity. 

 

 Well equipped laboratory to check all incoming material,metal 

charges, in process and finishedcomponents. 

 In house tool room facility to meet die andtool requirements. 

 Kusalava in completed with a sophisticateddevelopment 

competency forcustomized solutions. 

 Less oil consumption with enhancedengine life. 

 A perfect cross hatch finished with plateau parameters is 

produced while controlling the quality with plateau CNC honing 

machines. 

 Expertise in developing wet type D & E microstructure on OD for 

crossing resistance and type A & B microstructure on ID for 

lubrication and wareresistance properties. 

 The developmental lead time for new products in4-9weeks. 

 Price competitive at Kusalava means increasing production and 

reducing cost simultaneously, with its four decades of 

experience. 

 

Weakness 

A very few drawbacks have been sorted cut and they are very 

micro problems which can be kind of suggestions for the company. They 

are 

 As the company is driven by a huge man power, availability of 

man power is large and the laurels that can be spoken of a very 

few. So exposure to the outer world and communication with 

the other reputed factory employees ( through internet, 

industrial visits, guest lecturers) participate in many more 

certification and research which we certainly be anotherfeather 
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in the company’s cap. 

 Giving away details of recent development in their respective 

fields in form ofbroachers. 

 Availability of a provision which would help them climbs the 

hierarchical ladder to boost up their confidence and trust on the 

company regarding theirfuture. 

 Recreation clubs shall help them install term spirit andrelaxation too. 

Opportunities 
 
 

 A bright future waits ahead for this company as there is lot of 

opportunities thronging in. 

 The company has many warehouses and respective all over the 

world (20 warehouses and 15 representatives in USA, one 

representative each from Germany, France, Italy, and Spain, 47 

warehouses in India). 

 Expansion of the Kusalava Empire will be the next talk of the 

media if there be a good management which would leadthe way. 

 Lot of opportunities await the employees too as there can be 

deputation provision to the other ware houses in other parts of 

the world. 

 
Threats 

 
 

 Personnel management is a real challenge to take up as it 

certainly dealing with man power and more the number the more 

isthe problems. 

 Kusalava industries is right now driven by man power and very less 

involvement of automated machinery which can cause problems regarding 

their reputation but the installing of the automated machinery like the 

auto carousel machine, automated phosphate plant, short blasting 

machine, CNC and SPM machines solvedthe threats. 
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THEORITICAL FRAMEWORK 
 

Employee Welfare: 
 

Employee welfare 1s an essential part of social welfare. It involves adjustment of an 
employee's work life and family life to the community or social life. Employee welfare is in 
the interest of the employee, welfare measures help to counter act the negative effects of the 
factory system. These measures enable the employee and his family lead a good life. Welfare 
facilities like housing, medical and children's education, etc. help to improve the family life 
of employees. For the employers, welfare measures lead to higher morale and productivity of 
labor. 

Employee welfare 1s also in the interest of the larger society because the health 
happiness  and efficiency of each individual represents the general well-being of all. Well-
houses, well-fed and well looked after labor is not only an asset to the employer but serves to 
raise the standards of industry and labor in the country. After employees have been hired, 
trained and remunerated, i they need not be retained and maintained to serve the 
organizationbetter. 

Employee welfare includes provision of various facilities under amenities in and 
around the work place for the better life of the workers. It is a part and parcel of social 
welfare. The term social welfare' notes the welfare of the entire society where as 'labor 
welfare' is a narrow concept concerned with the welfare of workers. 

Welfare facilities include medical, sports, education, cultural and other facilities. In 
India, some welfare facilities are compulsory as per labor laws. While others are purely 
voluntary in : character. It should be noted that expenditure on labor welfare is a profitable 
investment in the long run as it motivates the workers for higher productivity. 

Definition: 
 

"Welfare 'means faring or doing well. It is comprehensive term, and refers to the 
physical, mental, moral and emotional wellbeing of an individual. Further, the term welfare 
is a relative concept. relative in time and space. I' however, various from time to time, from 
region to region and from country to country. Welfare, also refer to as betterment work for 
employees, relates to taking care of the wellbeing workers by employers, trade unions, and 
Governmental and Non Governmental agencies. 

Welfare is also defined as a term which is understood to include such services, 
facilities and amenities as may be established in or in the vicinity of understanding to enable 
the persons  employed in them to performed their work in healthy, congenial, surroundings 
and to provide  them with amenities conductive to good health and high morale. 

Welfare has two aspects. One is negative and other is positive. On the negative side 
is  welfare is concerned with counteracting the baneful effects of the large-scale industrial 
system of production especially capitalistic so far as India is concerned on the personal 
family and social life of the worker. On the positive side it deals with the provision of 
opportunities for the worker and their family for a good life as understood in its most 



34  

comprehensive sense. 

Scope of employee welfare: 
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The scope of Employee welfare can be interpreted in different ways by different countries with 
varying stages of economic development, political outlook and social philosophy. Sometimes the 
concept is very wide one is more or less synonymous with conditions or work as  a whole 

It may not include the minimum standard of hygiene and safety laid down in general legislation, but 
also such aspects of working life as social insurance, schemes, measures for protection of women and 
young workers, limitations of hours of workers, paid vacations etc. 

All extra mural and intra mural welfare facilities as well as statutory welfare measures i under taken 
by the employers, Government, Trade unions or Val entry organizations fall within the scope of 
employee welfare. It also includes social security measures which contribute to workers welfare such 
as industrial health insurance, provident fund, gratuity, maternity benefits,  work men compensations, 
pension and retirement benefits etc., which are specifies of large  family encompassed by the term 
employee welfare. 

Importance of employee welfare: 
 

Welfare is justified for several reasons. It is desirable to collect the services of typical 
Workers in this context. It helps dig and haul coal some deaths of the earth to fetch and retaine oil, 
o0 build dams and reservoirs, to lay pipes, canals, railway lines and roads. It creates and transmits 
power and through various phases of manufacturing patterns raw materials in to finished products of 
necessity as well as luxury. 

The industrial worker is indeed a soldier safe guard in the social and economic factors of the 
industrial economy and his / her actions and interactions within the industrial frame work will have a 
great impact and influence on industrial development. The social and economic aspects of the life of a 
worker have direct influence on the social and economic development of the nation. 

There is every need take extra care of the workers to provide both statutory and non-statutory 
facilities to him/her. Another argument in favor of employee welfare is that the facilities help to 
motivate and retain employees. Most welfare facilities are hygiene factors,  which, according to 
Herzberg, create dissatisfaction if not provided. Remove dissatisfaction, place an employee in a 
favorable mood, provide statistics and then motivation will take place.Welfare facilities besides 
removing dissatisfaction develop loyalty in workers towards the organization. 

Welfare may help minimize social evils, such as alcoholism, prostitution, drug addiction, and 
the like. A worker is likely to fall a victim to any of these if he/she is dissatisfied or frustrated. 
Welfare facilities tend to make worker happy, cheerful and confident looking. Afurther argument in 
favor of welfare is that a reputation for showing concern helps improve the local image of the 
company as good employer and thus assists in recruitment. 

Welfare may not directly increase productivity, but it may add to general feelings of 
satisfaction with the company and cut down labor turn over. The logic behind providing welfare 
facilities to create efficient, healthy, loyal and satisfied force for the organization and also for the 
nation. In India industrial workers get the benefit various welfare facilities the purpose is to 
provide them better life and also to make them happy andefficient. 

The important benefits of welfare services are as follows: 
 

 Welfare facilities provide better physical and mental health to the workers and makethem 
happy. 
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 Such service facilities like housing scheme, medical benefits, and education 
andrecreationfacilities for the workers families help create contented workersfamilies. 

 This will help them to devote greater attention towards their work. Thegain in terms of 
productivity and quality of work will be largeindeed. 

 
 Employee's services serve to maintain some degree of peace with the employees unions in as 

much as these constitute a considerable part of the bargaining package. The harmony and the 
good relations that results are the king pin of higher productivity.i 

 Employers get stable labor force due to the provision of welfare facilities workers take 
activeinterest in their jobs and work with a feeling of involvement and satisfaction. They also 
find their workinteresting. 

 Employers secure the benefits of high efficiency, cordial industrial relations and lowlabor 
absenteeism and turnover. 

 
 Welfare measures raise productivity and bring industrial peace and cordialmanagement 

relations. 

 An employer is able to attract talented workers from the labor market by providing attractive 
i welfarefacilities. 

Various Labor Enactments: 
 

Employers are statutory require to comply with the provisions of various welfare amenities 
under different employee welfare legislations. 

Important Acts relating to labor welfare are: 
 

1. The Factories Act, 1948. 
 

2. The Plantation Act,1951. 
 

3. The Mines Act, 1952. 
 

4. The Motor Transport Workers Act,1961. 
 

5. The Contract Labour (Regulation and Abolition) Act,1970. 
 

6. The Inter-State Migrant Workmen (Regulation and Abolition) Act,1979. 
 

And many other welfare and social welfare Acts are enacted. 

The Factories Act, 1948: 

Every factory shall provide adequate and suitable facilities for, 
 

1. Washing and drying or wet clothes and strongof clothes not worm during workinghours. 
 
 

2. Sitting arrangements for employees who are requiring working in standing position 
inorder that may take short rests in the course of thework. 
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3. First aid boxes or cupboards equipped with the prescribed contests at least one for every 
150workers. 

4. Ambulance rooms for 500 or more workers. The ambulance room shall be of prescribed 
size, having equipment and medical and nursing staff as prescribed which should be 
made readily available during all workinghours. 

5. A canteen for 250 or moreworkers. 
 

6. The canteen shall be suitably located and sufficiently lighted and ventilated. It shall beof 
the prescribed size, equipped with necessary furniture, utensils etc., and operated onnon 
profitbasis. 

7. Rest rooms or shelters and lunchrooms with provision for drinking water 150 or more 
workers arethere. 

8. Creches if 30 or more workers are employed. Creches shall be sufficiently lighted and 
ventilated and maintained in a clean and sanitary condition under the charge of women 
trained in child and refreshment for children and facilities afar feeding of children at 
necessary intervals by their mother shall be made as per rules by their mother shall 
bemade as per rules by stateGovernment. 

9. If 500 or more workers are there then a welfare office shall beemployed. 
 

10. The state government lays down the scale standards to various welfarefacilities. 
 

Objectives Of Employee Welfare Activities: 
 

1. Partly humanitarian to enable workers to enjoy a fuller and richerlife. 
 

2. Partly economic to improve the efficiency of the worker to increase its availability i where it 
is scare and to keep him contented so as to minimize the inducement to form or join unions 
and to resort tostrikes. 

3. Parly civic i.e., to develop a sense of responsibility and dignity and thus make them i worthy 
citizens of thenations. 

4. Another object of employee welfare is to fullfill the future needs and aspirations ofemployee. 
 

5. In view of above discussions it is clear that employee welfare measures are to be inevitably 
under taken by the employers to reduce absentecism and employee turnover and to increase 
production. Therefore in the final analysis employee welfare servicesshould. 

6. Enable the workers to live a richer and more satisfactorylife. 
 

7. Contribute to the productivity of employee and efficiency of theenterprise. 
 

8. Raise the standard of living of workers by indirectly reducing the burden on theirpurse. 
 

9.  It should be based on an intelligent prediction of the future needs of industrial work, and be 
so designed so as to officea cushion to absorb the shock of industrialization andurbanization 
on workers and administratively viable and essentially development inoutlook. 
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Features of welfare measures: 
 

1. 1 Welfare includes various facilties, services and amenites provided to various 
workersfor improving their health, efficiency, economic betterment and social status. 

 
2. Welfare measures are in addition to regular wages and other economic benefits available to 

workers dew to legal provisions and collectivebargaining. 
 

3. Welfare measures are flexible and ever changing. New welfare measures added to the  
existing ones from time totime. 

4. Welfare measures may be introduced by the employers, government, and employees or by 
any social or charitableagency. 

5.  The purpose of welfare is to bring about the development of the whole personality of the 
worker to make him a good worker and a goodcitizen. 

The employees feel satisfied if they are provided with such facilities and they also feel 
committed to the organization. Though welfare services are merely maintenance factors and not l 
motivators, yet they are necessary for the health of the organization since they bear close connection 
with productivity of the employees. 

These are not a form of employer's goodwill or charity to the workers, but are facilitativeservice 
to build and maintain the morale of the workers to achieve the objectives of the organization. 

Types of welfare services: 
 

Welfare services relative to physical and social well being of the employees both within and outside 
the organization. Within the organization, these include provision of medical benefits, sanitary 
facilities, rest rooms, etc. They may be also including meals and refreshments supplied free of cost or 
at subsidized rates to the employees. These are not a form of employer's goodwill or charity to the 
workers, but are facilitative services to build. But outside theorganization, welfare arrangements 
include provisions of housing accommodation, education of children or employees, medical advice 
for the family, etc. 

Welfare services are not a charity, they are essential to get higher productivity from the 
workers by satisfying their needs. On the whole these services may be basically many types. I Some 
of them are briefly discuss in the following way: 

Mouthy gives a comprehensive list of welfare activities in his monumental work on welfare. 
He divided welfare into two different measures into two broad groups, namely. 

 
1. Welfare measures inside the work placeand 

 
2. Welfare measures outside the workplace. 

 
Each group includes several activities. Each one is briefly explained in the following: 

 
1) Welfare measures inside the workplace: 

 
A. Conditions of the WorkEnvironment 

 
a) Neighborhood safety and cleanliness, attention toapproaches. 
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b) House keeping, up keeping of premises - compounding wall, lawns gardens, and so forth, 
egress and ingress, passages and doors, white washing of walls and floormaintenance. 

c)  Work shop (room) Sanitation and cleanness, temperature, humidity, ventilationlighting, 
elimination of dust, smoke, fumes,gases. 

d) Control ofeffluents. 
 

e) Distribution of work hours and provision for rest hours, meal times and breaks. i Workmen 
safety measures, that is maintenance of machines and tools, fencing of machines, providing 
guards, helmets, aprons, goggles, and first and equipment. i ) Supply of necessary beverages, 
and pills and tablets, that is salt tablets, milk,soda. 

B. Conveniences: 
 

a) Urinals, and lavatories, washbasins, bathrooms, provision forspittoons, 
 

b) Provision of drinking water - watercoolers. 
 

c) Management of workers cloak rooms, rest rooms, reading rooms and librarydisposal. 
 

C. Workers health services: 
 

a) Factory health centre- dispensary, ambulance, emergency aid, medical examination forworkers. 
 

b) Healtheducation 
 

c) Healthresearch 
 

d) Family planningservices. 
 

D. Women and childwelfare: 
 

Antenatal and postnatal care, maternity aid, creche and child care, women's general l education, 
separate services for women workers, that is lunch rooms, urinals, rest rooms, i women's recreation 
(indoor), family planning services. 

E. Employmentfollow-up: 
 

Progress of operative in his/her works, his/her adjustments problems with regard to machines and 
work load, supervisors and colleagues, industrial counseling. i F. Economic Services: 

 
These provide some additional economic security over and above wages or salaries, such as, pension, 
life insurance, credit facilites, co-operatives, loans, financial grants, thrift and saving schemes and 
budget knowledge, unemployment insurance, health insurance, employment l bureau, profit sharing 
and bonus schemes, transport services, provident fund, gratuity and pension, rewards and incentives, 
workmen's compensation for injury, family assistance in time of need etc. 

Establishing a proper pension programme will reduce dissatisfaction in the area at economic security. 
Pension is a kind of deterred payment to meet the needs of the employees in the old age. Generally. 
The amount of pension is related to the last pay drawn and total number of years of service put-in by 
the employee. Some organizations had a scheme of family pension, I which provide for payment of 
pension to family members. 
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G. Labour management participation: 
 

a) Formation and working of various commites, that is, works Commitee, safety a 
committee, canteen committee, consultation in of administration, in the area of 
publicrelations. 
Workmen's arbitrary council 

 
b) Workmen’s arbitarycouncil 

 
c) Researchbureau 

 
Workers Education: 

 
 Educational facilities may be provided by the organization to the employee's 

childrenby starting as a school forthem. 

 Reading room. 
 

 Library. 
 

 Circulatinglibrary. 
 

 Visualeducation. 
 

 Literacyclasses, 
 

 adulteducation, 
 

 socialeducation. 
 

 Daily newsreview. 
 

1. Welfare measures outside the workplace: 
 

 Housing bachelorsquarters. 
 

 Familly residences according to types androoms. 
 

 Water, sanitation, wastedisposal. 
 

 Roads, lighting, parks, recreation, playgrounds. 
 

 Schools—nursery, primary, sccondary and highSchool. 
 

 Markets, co-operatives, consumers and creditsocieties. 
 

 Bank. 
 

 Transport. 
 

 Communication-post, telegraph, andtelephone. 
 

 Health and medical services - dispensary, emergency ward, outpatient and inpatient care,i 
family visiting, familyplanning. 
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 Recreation - games, clubs, craft centers, cultural programmers, that is music clubs, interest 
and hobby circles, festival celebrations, study circles, reading room and library, open air 
theatre, swimming pool, athletics,gymnastic. 

 Watch andward-security 
 

 Community leadership development -council of elders, committee of representatives, 
administration of community services and problems, child, youth and women'sclubs. 

Welfare facilities may also be categorized as follows: 
 

1. Intra-Mural 
 

2. Extra-Mural. 
 

Each one is briefly explained in the following: 
 

1. Intra-MuralFacilities: 
 

These activities consist of facilities provide within the factories and include medical facilities, 
compensation for accidents, provision of creches and canteens, supply of drinking water, 
washingandbathingfacilitiesprovisionofsafetymeasures,activitiesrelatingtoimprovingconditions of 
employment, and thelike. 

2. Extra- MuralFacilities: 
 

These activities cover the services and facilities provided outside the factory such as housing 
accommodation, indoor and our door, recreational facilities, amusement and sports,  educational 
facilities for adults and children and the like. It may be stated that the employer, the government, 
non-government organizations and trade unions, may provide the welfare activities.  While, what 
employers provide will be stated later, the activities undertaken by other agencles. 
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CHAPTER V 

DATAINTERPRETATION 
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5.1) Are you aware of various welfare measures provided byorganization? 
 
 
 

yes 29.81 31 

to some extent 23.08 24 

no 47.12 49 
 
 
 
 

 
 

Interpretation 

From the above table 47.12% of employees has no aware of various welfare 

measures provided by organization follows 29.81% of yes and remaining has to some 

extent. 
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5.2) Are you aware of medical facilities provided by theorganization? 

 
yes 52.88 55 

to some extent 28.85 30 

no 18.27 19 

 

 
Interpretation 

From the above table 52.88% of employees has aware of medical facilities provided 

by the organization, 28.85 % has to some extent and 18.27% has no aware of 

medical facilities provided by the organization. 
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5.3) Rate the satisfaction level towards Medical facilities provided bythe 

organization? 
 

highly satisfied 19.23 20 

satisfied 41.35 43 

dissatisfied 14.42 15 

highly dissatified 25.00 26 

 

 
Interpretation 

From the above graph 41.35% of employees satisfied of job of satisfaction level 

towards Medical facilities provided by the organization and 25% are highly 

dissatisfied, 14.42% is dissatisfied and only 19.23% of employees are highly satisfied. 
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5.4) Rate the satisfaction level towards Education facilities provided bythe 

organization? 
 

highly satisfied 7.69 8 

satisfied 34.62 36 

dissatisfied 16.35 17 

highly dissatified 41.35 43 

 

 
Interpretation 

From the above graph 41.35% of employees are highly dissatisfied, 34.62 % of 

employees are just satisfied, 16.35% of employees are dissatisfied and 7.69% of 

employees are highly satisfied about satisfaction level towards Education facilities. 
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satisfied with overall Canteenfacilities 
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5.5) Are you satisfied with overall Canteen facilities provided by theorganization? 
 

highly satisfied 0.00 0 

satisfied 8.65 9 

dissatisfied 19.23 20 

highly dissatified 72.12 75 
 
 
 

 
 72.12 

 

 

 

 

19.23 

8.65   

0.00    

 
 
 

Interpretation 

From the above graph 72.12% of employees are highly dissatisfied, 19.23% of 

employees are dissatisfied and 8.65% of employees are just satisfied about satisfied 

with overall Canteen facilities. 
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5.6) Are you provided with the HousingLoans? 
 

yes 43.27 45 

no 56.73 59 

 

 
Interpretation 

From the above graph 6.73% of employees are provided with housing housing loan 

and 43.27% has not. 
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5.7) Are you satisfied with the housing facility provided? 
 

highly satisfied 11.54 12 

satisfied 22.12 23 

dissatisfied 42.31 44 

highly dissatified 24.04 25 

 

 
Interpretation 

From the above graph 42.31% of employees are dissatisfied with their housing 

facility, 24.04% of employees are highly dissatisfied, 22.12% of employees are 

satisfied and 11.54% of employees are highly satisfied. 

highlysatisfied satisfied dissatisfied highlydissatified 
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5.8) What are allowances paid by yourcompany? 
 

 

bonus 32.69 34 

vehicle 26.92 28 

medical 7.69 8 

lones 11.54 12 

all 11.54 12 

 

 

Interpretation 

From the above graph 3.69% of employees allowances are company paid by bonus, 

26.92% by vehical, 7.69% by medical, 11.54. by loans and 11.54% of employees 

allowances paid by the company. 
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5.9) Are you satisfied with the promotion policy in yourorganization? 
 

yes 27.88 29 

to some extent 37.50 39 

no 34.62 36 

 

 
Interpretation 

From the above graph 37.50% of employees has some extend, 34.62% of employees 

has no and 27.88% of employees are satisfied with promotion policy in organization. 
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timeitwilltakeforsanctioningspecialwelfarefacility 
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5.10) How much time it will take for sanctioning special welfarefacility? 
 

 

yes 40.38 42 

to some extent 9.62 10 

no 50.00 52 
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Interpretation 

From the above graph 4.38% of employees are yes, 9.62% of employees are some 

extent and 50% of employees are time it will take for sanctioning special welfare 

facility. 
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5.11) Is there suitable ventilation and good environment in the workplace? 
 

yes 57.69 60 

to some extent 15.38 16 

no 26.92 28 

 

 
Interpretation 

From the above graph 57.69% of employees yes, 15.38% of employees are some 

extent and 26.92% of employees has no suitable ventilation and good environment. 
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5.12) Is the work place regularly cleaned? 
 

 

highly satisfied 18.27 19 

satisfied 26.92 28 

dissatisfied 29.81 31 

highly dissatified 25.96 27 

 

 

Interpreatation 

From the above graph represents 18.27% of employees are highly satisfied, 26.92% 

of employees are just satisfied, 29.81% are dissatisfied and 25.96% of employees are 

highly dissatisfied with work place cleaness. 
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welfare benifits play by motivation factor 
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5.13) Does welfare benefits provided by the organization play a Motivationalfactor? 
 

yes 21.15 22 

to some extent 19.23 20 

no 59.62 62 
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Interpretation 

From the above graph 21.15% of employees are yes, 19.23% are some extentand 

59.62% of employees has no welfare benefits provided by the organization play a 

Motivationalfactor. 
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top management interact with you about welfare measures 
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5.14) The top management interact with you about welfaremeasures? 
 

 

highly satisfied 20.19 21 

satisfied 35.58 37 

dissatisfied 19.23 20 

highly dissatified 25.00 26 
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Interpretation 

From the above graph 20.19% are highly satisfied, 35.58% are just satisfied, 19.23% 

are dissatisfied and 25% of employees are highly dissatisfied for top management 

interact with you about welfare measures. 
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5.15) Do the welfare measures help in solving the problems faced byemployees? 
 
 
 
 

highly satisfied 14.42 15 

satisfied 28.85 30 

dissatisfied 47.12 49 

highly dissatified 9.62 10 

 

 

Interpretation 

From the above graph 14.42% of employees are highly satisfied, 28.85% are 

satisfied, 47.12% are not satisfied and 9.62% of employees are highly dissatisfied 

welfare measures help in solving the problems faced by employees. 
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satisfied with the Insurance 
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5.16) Are you satisfied with the Insurance assured inorganization? 
 

 

yes 24.04 25 

to some extent 50.00 52 

no 25.96 27 
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Interpretation 

From the above graph represents 24.04% are yes satisfied and 50% are to some 

extent and 25.96% are not satisfied with their insurance. 
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5.17) Areyousatisfiedwiththetimethatorganizationgiventospendwithyourfamily 

athome? 
 

 

highly satisfied 1.92 2 

satisfied 23.08 24 

dissatisfied 41.35 43 

highly dissatified 33.65 35 

 

 

Interpretation 

From the above graph represents 1.92% are highly dissatisfied, 23.8% are satisfied, 

41.35% are dissatisfied and 33.65% of employees are highly dissatisfied with the 

time that organization given to spend with your family at home. 
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rate the time spend in organization 
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5.18) How would you rate the time spend inorganization? 
 

 

yes 20.19 21 

no 79.81 83 
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Interpretation 

From above graph represents 20.19% of employees are satisfied and 79.81% are not 

satisfied to rate the time speand in organization. 
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5.19) Are you satisfied with the withdrawal facilities in the Employee Providentfund 

Scheme? 
 

 

yes 15.38 16 

no 84.62 88 

 

 

Interpretation 

From the above graph represents 15.38% of employees are yes and 84.62% of 

employees are no withdrawal facilities in the Employee Provident fund Scheme. 
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satisfied with the festival or family function 
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5.20) Areyousatisfied withthefestivalorfamilyfunctiontoprovide leavein 

organization? 
 

 

yes 21.15 22 

no 78.9 82 
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Interpretation 

From the above graph represents 21.15% of employees are yes and 78.9% of 

employees are no satisfied to satisfied with the festival or family function. 
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CHAPTER VI 

FINDINGS, SUGGESTIONS AND 
CONCLUSIONS 
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FINDINGS 
 

1. The welfare facilities in the organization issatisfactory 
 

2. 95% of employees are satisfied with the sanitary facilities in theorganization. 
 

3. 85% of employees are satisfied with the transport facilities in thecompany. 
 

4. 80% of respondents are satisfied with the Medical facilities in theorganization. 
 

5. 95% of employees are satisfied with the ventilationfacilities. 
 

6. All the employees feel that the welfare facilities are very useful to the 
development of organization and increasing theproductivity. 

7.The 93% of new employees are satisfied with trainingprograms. 
 

8. The 95% of employees are satisfied with safety measures at the workplace. 
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SUGGESTIONS: 
 

1. Need to improve the maintenance of restrooms. 
 

2. To improve the maternity benefits in the organization for womanemployees. 
 

3. To provide better educational facilities for thechildrens. 
 

4. To provide more welfare measures to the employees such as creches, medical 
facility for contractworkers. 

5. It is better to improve first aid services for theemployees. 
 

6. To reduce labor turnover andabsenteeism. 
 

7. The Management can take necessary steps to provide job security to trainees. 
Also the management shall consider providing welfare measures to thetrainees. 

8. The Management shall consider providing uniforms to all employees. 
Hencethe employees can feel their belongingness towards theorganization. 



66  

CONCLUSIONS: 
 

The KUSALA HYUNDAI Pvt Ltd,. has been considered has a best employer welfare plant 
in the state with committed teamwork. In true with its concept the KUSALA HYUNDAI Pvt 
Ltd., I has introduced new measured which looks after the employee in an effective manner. 
It helps to promoting the products in an efficient way. The company plays vital role to 
provide welfare facilities with the consultation of both employees and employers. And also 
allocating then financial resources and other supportive measures to workers like transport 
facilities, medical facilities and funds etc. with contribution of workers and management. 
From the inception of then company till new it runs successfully by improving the 
productivity through introducing many verities into the market is possible due to providing 
all welfare measures to the employee and employee cooperation to the management. 
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Questionnaire 
 

1) Are you aware of various welfare measures provided byorganization? 

a)Yes b)Tosomeextent c)No 

2) Are you aware of medical facilities provided by theorganization? 

a)Yes b)Tosomeextent c)No 

3) Rate the satisfaction level towards Medical facilities provided by theorganization? 

a)Highlysatisfied b)Satisfied c)Dissatisfied 

4) RatethesatisfactionleveltowardsEducationfacilitiesprovidedbytheorganization? 

a)Highlysatisfied b)Satisfied c)Dissatisfied 

5) Are you satisfied with overall Canteen facilities provided by theorganization? 

a)Highlysatisfied b)Satisfied c)Dissatisfied 

6) Are you provided with the HousingLoans? 

a) Yes b)Tosomeextent c)No 

7) Are you satisfied with the housing facility provided? 

a) Highlysatisfied b)Satisfied c)Dissatisfied 

8) What are allowances paid by yourcompany? 

a) Bonus b)Vehicle c)Medical d)Loans 

9) Are you satisfied with the promotion policy in your organization? 

a)Highlysatisfied b)Satisfied c)Dissatisfied 

10) How much time it will take for sanctioning special welfare facility? 

a)1-2weeks b)2-3weeks c)3-4weeks d)More 

11) Is there suitable ventilation and good environment in the workplace? 

a)Yes b)Tosomeextent c)No 

12) Is the work place regularly cleaned? 

a) Yes b)Tosomeextent c)No 

13) Does welfare benefits provided by the organization play a Motivationalfactor? 

a)Yes b)Tosomeextent c)No 

14) The top management interact with you about welfare measures? 

a)Highlysatisfied b)Satisfied c)Dissatisfied 

15) Do the welfare measures help in solving the problems faced by employees? 

a)Yes b)Tosomeextent c)No 

16) Are you satisfied with the Insurance assured inorganization? 

a) Highlysatisfied b)Satisfied c)Dissatisfied 

17) Are you satisfied with thetime that organization given to spend with your family at 

home? 

a) Highlysatisfied b)Satisfied c)Dissatisfied 

18) How would you rate the time spend inorganization? 

a) Highlysatisfied b)Satisfied c)Dissatisfied 

19) Are you satisfied with the withdrawal facilities in the Provident fund Scheme? 

a)Highlysatisfied b)Satisfied c)Dissatisfied 

20) Areyousatisfiedwiththefestivalorfamilyfunctiontoprovide leaveinorganization? 

a)Highlysatisfied b)Satisfied c)Dissatisfied 
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CHAPTER 1 

INTRODUCTION 
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 1.1 INTRODUCTION: 
 
 

Training and development is vital part of the human resource development. It is assuming 

every important role in wake of the advancement of technology which has resulted in every 

increasing competition, rise in customer’s expectation of quality and service and a subsequent 

need to lower costs. It is also become more important globally in order to prepare workers for 

new jobs. 

Training and development is one of the key HR functions. Many organisations look at 

training and development as an integral part of the human resource development activity. 

 
TRAINING: 

 
Training involves change in attitude, skills or knowledge of a person with the resultant 

improvement in the behaviour. For training to be effective it has to be a planned activity 

conducted after a through need analysis and target at certain competencies, most important it 

is to be conducted in a learning atmosphere. 

DEVELOPMENT: 
 

Development implies opportunities created to help employees grow. This is done on the basis 

of existing attitude, skills and abilities, knowledge and performance of the employee. Most of 

the leadership programs tend to be of this nature with a vision of creating and nurturing 

leaders for tomorrow. 

The major difference between training and development is that while training focuses often 

on the current employee needs or competency gaps, development concerns itself with 

preparing people for future assignments and responsibilities. 

Training has implications for productivity, health and safety at work and personal 

development. All organizations employing people need to train and develop their staff. 

However, investment in training and development is generally regarded as good management 

practice to maintain appropriate expertise now and in the future. 
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 1.2 OBJECTIVES: 

 To study the various training methods followed by this organization. 

 To examine the impact of training on the worker's performance. 

 To assess the effectiveness of training in overall skill development of workforce. 

 To study the changes in behavioral pattern of employees in the organization. 
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 1.3  NEED FOR THESTUDY: 

Training can help employees better understand the information they are given and can 

encourage them to play a fuller part in the way of organization conducts it's affairs. 

Training courses in particular can be a useful way of giving employees factual 

information about their employment. because they necessarily include a substantial 

element of explanation and provide opportunities for questions to be answered. 
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1.4  SCOPE OF THESTUDY: 

 The scope of the study covers in depth, the various training practices, modules, 

formats, being followed by the company and its employees. 

 The different training programs facilitated in Fortune Murali Park through its 

faculties, outside agencies or professional groups. It also judges the enhancement 

of the knowledge and skills of employees and feedback on its effectiveness. 
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 1.5 RESEARCHMETHODOLOGY: 

While deciding about the method of data collection to be used for the study, the 

researcher kept in mind for two types of data. 

 

Source of the Data: 

 
Sample method is used for data collection. The types of data collected were- 

● Primary Data 

● Secondary Data 
 
 
 

Primary data: 

It is the data which is collected for once own research purpose. The primary data was 

collected through questionnaire & informal discussion & it is interpreted. 

 

Secondary data: 

Secondary data was collected from company’s web sites, Company’s annual records, 

websites, Text books etc. of the research. Primary data was more useful in analyzing and 

finding out the drawbacks of industrial relation & disciplinary action system in the 

organization. Secondary data was useful in gathering information about the history & growth 

of the company, the industrial relation & disciplinary action system used in the former years 

in the organization & the revised system that is being followed today, financial position in 

recent yearsetc. 

Sample size: Seventy were selected using and questionnaire was administration to them. 

Data Analysis: Data analysis is represented by column chart. 

Questionnaire: Data were collected from workers who were working in three shifts by 

taking interviews and from employees working in Administration related departments. 
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1.6 Limitations of the study: 
 

 The study is confined to Fortune Murali Park only. 

 The first and foremost limitation of the study is the sample sizei.e.,70. 

 Time has also been a major limitation, as the period of project work is only 45days. 

 The accuracy of the analysis is largely depends on the quality of the data collected 

from the employees. 

 The response obtained as a result of survey may or may not be true. 
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CHAPTER2 
 

INDUSTRYPROFILE 
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Industry profile 

An Overview of the Hotel Industry: 

The service sector is expanding rapidly across the land today represent the largest 

segment of the economy in all countries. A service economy in which more than of country’s 

work force earns its income from employment in service functions . The Indian economy has 

been going through the process of restructuring since functions and the contribution of the 

service sector to India’s GDP has gone up from 38.8 percent in 2012 to 45 percent in 2018. 

The service sector dominates the Indian economy today, contribution more than half of the 

country’s national income. It is growing with an annual growth rate of 8% per year. 

Extension of customer satisfaction from product level to service, seriousness and 

complexity of problems within modern society, increasing magnitude of government 

intervention in effective utilization of public resources of all kinds are the major trend that 

account for an increasing emphasis upon improvements in quality management system in 

service industries. 

One of the emerging service industries is hotel industry. The hotel industry that 

exists today can be traced back to 3000B.C. Where the earliest inns where homes with rooms 

provided for travelers. Today, the hotel business has been acknowledged as a global industry 

with producers and customers reaching out to the far corners of the world. 

 

Current Scenario of Hotel Industry in India: 

Hotel Industry in India has witnessed tremendous boom in recent years. It is 

expected to grow at the rate of 8% between 2012 and 2018. Hotel Industry is inextricably 

linked to the tourism industry and the growth in the tourism industry has filled the growth of 

Indian hotel industry. The thriving economy and increased business opportunities in India 

hotel industry. The arrival of low cost airlines and the associated price ware have given 

domestic tourists a host of options. The opening up of the aviation industry in India has led 

the way for exciting opportunities for the hotel industry as it relies on airlines to transport 

80% of international arrival. In recent years government has taken several steps to boost 

travel & tourism which have benefited hotel industry in India. These include the abolishment 

of the inland air travel tax of 15%; reduction in excise duty on aviation turbine fuel to 8%; 

and removal of outbound chartered 
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flights etc. Hotel industry in India is also set to get a fillip with Delhi hosting 2010 common 

wealth games. The upgrading of national highways connecting various parts of India has 

opened new avenues for the development of budget hotel in India. Taking advantage of this 

opportunity Tata group and another hotel chain called ‘Homotel’ have entered this business 

segment. 

‘Hotel Industry in India’ has supply of 1,10,000 rooms with only a quarter of these in 

branded segment. Hotel in India’s has a shortage of 1,50,000 rooms filling hotel room rates 

across India. Many domestic hotel chains like the Taj Group, the Oberai Group, the IT 

Group, Hotel Leela Ventures, and Kamet Hotels etc.., are operating in India. Five–star 

hotels in metro cities allot same room, more than once a day to different guests, receiving 

almost 24-hours rates from both guests against 6-8 hours usage. With demand-supply 

disparity, ‘Hotel India’ room 

rates are raising 25% annually and occupancy rising by 80%. Average room tariff of hotels in 

Bangalore is the third highest (after Moscow and Rome) in the world. India is flooded with 

world’s leading hotel brands. Global hospitality companies such as Intercontinental Hotels 

Group, that operates more than 200 hotels and resorts in 75 countries Starwood Hotels & 

Resorts worldwide, Inc that managers or franchises more than 860 hotels in 95 countries, 

Hilton Hotels corporation that has a chain of hotels. Carlson Hotels worldwide, one of the 

world’s leading hotel companies with five brands spanning luxury to economy are all 

stepping up their offerings in the Indian market given the growingdemand. 

The Government’s move to declare and tourism industry as a high priority sector with 

a provision for 100 percent foreign direct investment (FDI) has also provided a further 

impetus in attracting investments into this industry. Hilton has joined hands with India’s 

largest real-estate developer DLF ltd to set up 75 hotels and serviced. Accor has formed a 

joint-venture with Emaras-MGF land private limited, a joint venture company formed by 

Emaras properties PJSC-the world’s largest listed real estate company, and MGF 

developments limited of India to bring formula-1 budget hotels to India. Wyndham hotels & 

Resorts, the U.S based luxury hotel chain has teamed up with Bangalore-based Royal Orchid 

Hotels to develop 10 Ramada hotels that will have at least 1,000 rooms. 

International Hotel & Restaurant Association (IH&RA) is the only global organization, run 

on not-a-profit basis, representing the hotel industry worldwide officially recognized 

byUnited Nations. IH&RA monitors and lobbies all international agencies on behalf of this 

industry. It comprises and contribute950 billion USD annually to the global economy. 
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Federation of Hotel & Restaurant Association of India (FHRAI) is the apex body 

representing the hotel industry in India. FHRAI provides an interface between the hospitality 

industry, political leadership, academics, international associations and other stake holders. 

FHRAI is committed to promote and protect the interest of the hotel industry by actively 

seeking better privileges and more concessions for the industry. FHRAI members are always 

kept abreast with the latest trade information and trends, statistical analysis and reports on 

various topics that have a direct impact on the industry, government notifications and 

circulars. With more than 3300 members comprising of approximately 2052 hotels, 1016 

restaurants, 150 associate members and the 4 regional associations, FHRAI helps the hotel 

industry to grow, prosper and keep in pace with the developments in the international 

scenario. 

 

Classification of Hotel Industry: 

In India, classification of hotels based on their standards. They classification can be done as, 

1. Five Star Hotels: The most luxurious and conveniently located hotels in the India are 

grouped as 5 star deluxe hotel categories. The 5 star deluxe in India are globally competitive 

in the quality of providing the services, facilities offered and the accommodation option. 

These are mostly located in bigcities. 

Example: Sheraton (Hyd), Radisson (Hyd) and etc., 

2. Four Star Hotels: These types of hotels provide all the modern amenities to the travelers 

with a limited budget. Quality of services is almost as high as 5 stars and above categories. 

Example: Fortune Park Vallabha (Hyd), Country Club ( Hyd) andetc., 

3. Three Star Hotels: These are mainly economy class hotels located both in bigger and 

smaller cities and catering the needs of the travelers lesser in amenities and facilities. These 

hotels are value for money and gives good accommodation and related services on reduced 

price. Example : Fortune Murali Park(Vij). 

4. Two Star Hotels:These hotels are most available in the small cities and in particular areas 

of larger cities. These hotels offer the basic facilities needed for the accommodation and 

offers at lowest prices. In this the concept of HR isabsent. 

Example: Hotel Garuda (Vij) 

5. One Star Hotels: The hotels with most basic facilities. These hotels are best when the 

customer is looking for cheapest available accommodation option. Here the concept of HR is 

unfamiliar. 

Example: HOTEL M (Vij). 
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Future of Hotel Industry: 
 

The number of tourists visiting India is estimated to touch the figure of 4.4 million. 

With this huge figure, India is fast becoming the hottest tourist destination in the region. The 

visitors include business travelers, leisure travelers and person of Indian origin with foreign 

passports. Growth is expected to continue over the next few years. it is being predicted that 

India may achieve an average growth of 12% per annum is tourism for many years to come. 

A part from international tourists, the domestic tourist market, including business and leisure 

travelers is also flourishing. This market is estimated at around 300 million tourists per year. 

The industry also expects a boom in spiritual and medical tourism in the domestic sector at a 

growth rate of 10% to 15% over the next few years. Growth in tourism will definitely lead to 

a boom in hotels and restaurants. Though there is a shortage of rooms at present, it is going to 

be over soon enough, as top international players are heading towards India to establish 

themselves here. A steady growth of about 10% in new hotel projects is expected for the next 

fewyears. 

 

Challenges for Hotel Industry: 

1. Shortage of Skilled Employees: One of the greatest challenges plaguing the hotel 

industry is the unavailability of quality work force in different skill levels. The hotel 

industry has failed to retain goodprofessionals. 

2. Retaining Quality Workforce: Retention of the workforce through training and 

development in hotel industry is a problem and attrition levels are too high. One of the 

reasons for this is unattractive wage packages. Through there is boom in this service 

sector, most of the hotel management graduates are joining other sectors like retail and 

aviation. 

3. Shortage of Rooms: The hotel industry is facing heavy shortage of rooms. It is estimated 

that the current requirement is of 1, 50,000 rooms. Through the new investment plan 

would add 53,000 rooms by 2011, the shortage will still persist. Singapore, a country 

smaller than the size of Delhi, has nearly of India’s total room capacity with the figure 

standing at48,000. 

4. Intense Competition: The industry is witnessing heightened competition with an 

increasing number of domestic players along with the world’s leading hotel brands. With 

growing competition, hotels are under tremendous pressure to generate new lines of 

revenue with creative approaches. 
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5. Customer Expectations: With the increase in competition, consumer awareness about 

the availability of service and choice increased. So the companies have to focus on 

customer loyalty and repeatpatronage. 

6. Manual Back-End: Though most reputed chains have IT enable system for property 

management, reservations..... etc. Almost all the data which actually make the company 

work are filled in manual log books or are simply nottracked. 

7. Human Resource Development: Some of the services required in the hotel industries are 

highly personalized, and no amount of automation can substitute for personal service 

providers. India is focusing more on white collar jobs than blue collar jobs. The shortage 

of blue collar employees will pose various threats to the industry. 

 

ITC Hotels 
 

ITC Hotels is India's second largest hotel chain with over 100 hotels. Based in the Hotels 

Division Headquarters at the ITC Green Centre in Gurgaon, New Delhi, ITC Hotels is also 

the exclusive franchisee of The Luxury Collection brand of Starwood hotels and resorts in 

India. It is part of the ITC limited  (formerly  India  Tobacco  Company)  group  of 

companies. ITC Hotels is regularly voted amongst the best employers in Asia in the 

hospitality sector. 

Logo (ITC Company): 
 
 

History: 
 

ITC was formed on 24 August 1910 under the name of Imperial Tobacco Company of India 

Limited and the company went Publicon 27 October 1954. The earlier decades of the 

company's activities centered mainly on tobacco products. In the 1970s, it diversified into 

non-tobacco businesses. 

 In 1975, the company acquired a hotel in Chennai, which was renamed the 'ITC- 

Welcome group Hotel Chola (now renamed to My Fortune,Chennai).

https://en.wikipedia.org/wiki/India
https://en.wikipedia.org/wiki/Hotel_chain
https://en.wikipedia.org/wiki/Gurgaon
https://en.wikipedia.org/wiki/The_Luxury_Collection
https://en.wikipedia.org/wiki/Public_limited_company
https://en.wikipedia.org/wiki/Tobacco_products
https://en.wikipedia.org/wiki/Chennai
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 In 1985, ITC set up Surya Tobacco Co. in Nepal as an Indo-Nepali and British joint 

venture, with the shares divided between ITC, British American Tobacco and various 

independent domestic shareholders in Nepal. In 2002, Surya Tobacco became a 

subsidiary of ITC and its name was changed to Surya Nepal Private Limited.

 In 2000, ITC launched the Expressions range of greeting cards, the Wills Sport range 

of casual wear, and a wholly owned information technology subsidiary, ITC Info tech 

India Limited.

 In 2001, ITC introduced the Kitchens of India brand of ready-to-eat gourmet Indian 

recipes, which are produced and sold internationally, at first in cans and later in retort 

packages, and more recently online and at festivals.

 In   2002,   ITC   entered   the confectionery and   staples   segments and    acquired 

the Bhadrachalam Paperboards Division and the safety matches company WIMCO 

Limited.

 ITC diversified into body care products in 2005.

 In 2010, ITC launched its handrolled cigar - Armenteros - in the Indian

 The company began online sales in 2014.

 ITC Limited entered the hotel business on 18 October 1975 with the opening of a 

hotel in Chennai, which was renamed Hotel Chola. In 2006, ITC hotels owned and 

operated 100 hotels in 75 locations. ITC Hotels have a reputation of playing host to 

visiting royalty and world leaders time and again.

 ITC Grand Bharat is their latest hotel established in Manesar,Gurugram.
 
 

 
ITC Brands: 

 
 Fortune hotels 

 Welcome heritagehotels 

 
Products and Brands: 

 
Cigarettes: 

ITC Ltd sells 81 percent of the cigarettes in India, where 275 million people use tobacco 

products and the total cigarette market is worth close to $6 billion (around Rs.65,000 crore) . 

https://en.wikipedia.org/wiki/Nepal
https://en.wikipedia.org/wiki/United_Kingdom
https://en.wikipedia.org/wiki/British_American_Tobacco
https://en.wikipedia.org/wiki/Meal%2C_Ready-to-Eat
https://en.wikipedia.org/wiki/Confectionery
https://en.wikipedia.org/wiki/Bhadrachalam
https://en.wikipedia.org/wiki/Safety_matches
https://en.wikipedia.org/wiki/Cigar
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ITC's major cigarette brands include Wills Navy Cut, Gold Flake Kings, Gold Flake 

Premiumlights, Gold Flake Super Star, Insignia, India Kings, Classic (Verve, Menthol, 

Menthol Rush, Regular, Citric Twist, Ice Burst, Mild& Ultra Mild), 555, Silk Cut, Scissors, 

Capstan, Berkeley, Bristol, Lucky Strike, Players, Flake and Duke & Royal. 

Other Businesses: 

 
 Foods: ITC's major food brands include Kitchens of India; Aashirvad, Mint-o, gum-o, B 

natural, Sunfeast, Candyman, Bingo! And Yippee! ITC is India's largest seller of branded 

foods with sales of over Rs. 4,600 crore in 2012-13. It is present across 6 categories in the 

Foods business namely Staples, Snack Foods, Ready-To-Eat Foods, Juices, Dairy Product 

andConfectionery.

 Lifestyle Apparel: ITC sells its products under the Wills Lifestyle and John Players 

brands. Wills Lifestyle was accorded the ‘Super brand’ status and John Players was 

included in the top 10 ‘Most Trusted Apparel Brands 2012’ by The EconomicTimes. 

 Personal Care Products: These include perfumes, haircare and skincare categories. 

Major brands are Fiama Di Wills, Vivel, Essenza Di Wills, Superia andEngage.

 Stationery: Brands include Classmate, Paper Kraft and Colour Crew. Launched in 2003, 

Classmate went on to become India's largest notebook brand in2007.

 Safety Matches and Agarbattis: Ship, iKno and Aim brands of safety matches and the 

Mangaldeep brand of agarbattis (IncenseSticks).

Hotels: ITC's Hotels division (under brands including WelcomHotel) is India's second largest 

hotel chain with over 90 hotels throughout India. ITC is also the exclusive 

 

 
 Franchise in India of two brands owned by Sheraton International Inc. Brands in the 

hospitality sector owned and operated by its subsidiaries include Fortune Park Hotels and 

WelcomHeritage Hotels.

 Paperboard: Products such as specialty paper, graphic and other paper are sold under the 

ITC brand by the ITC Paperboards and Specialty Papers Division like Classmate product 

of ITC well known for their quality.

 Packaging And Printing: ITC's Packaging and Printing division operates manufacturing 

facilities at Haridwar and Chennai and services domestic and export markets.

 Information Technology: ITC operates through its fully owned subsidiary ITC InfoTech 

India Limited, which is a SEI CMM Level 5company

https://en.wikipedia.org/wiki/Wills_Navy_Cut
https://en.wikipedia.org/wiki/Gold_Flake
https://en.wikipedia.org/wiki/Gold_Flake
https://en.wikipedia.org/wiki/Gold_Flake
https://en.wikipedia.org/wiki/Gold_Flake
https://en.wikipedia.org/wiki/Gold_Flake
https://en.wikipedia.org/wiki/India_Kings
https://en.wikipedia.org/wiki/555_cigarettes
https://en.wikipedia.org/wiki/Silk_Cut
https://en.wikipedia.org/wiki/Capstan_(cigarette)
https://en.wikipedia.org/wiki/Aashirvaad
https://en.wikipedia.org/wiki/Fiama_Di_Wills
https://en.wikipedia.org/wiki/Classmate_Stationery
https://en.wikipedia.org/wiki/Incense
https://en.wikipedia.org/wiki/ITC_Hotels
https://en.wikipedia.org/wiki/Franchising
https://en.wikipedia.org/wiki/Sheraton_Hotels_and_Resorts
https://en.wikipedia.org/wiki/Haridwar
https://en.wikipedia.org/wiki/Chennai
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Outreach 

E-Choupal 

 ITC's e-Choupal initiative is designed to make the power of the Internet available to 

Indian farmers. The company places computers with Internet access in rural farming 

villages, serving both as a social gathering place for exchange of information (choupal 

means gathering place in Hindi) and an e-commerce hub. As of July 2010, services 

through6,500 e-Choupal across 10 states reach more than 4 million farmers in about 

40,000 villages. The potential of e-Choupal is also being tested through pilot projects in 

healthcare, educational services, water management and cattle health management. In 

2008, this initiative was recognized in the list of "Innovations to make markets more 

inclusive for the poor"in World Development Report Sep-2008 by the World 

Bank.ItcSangeet ResearchAcademy

 ITC Sangeet Research Academy is a Hindustani classical music academy established in 

1977 and located in Kolkata. Some noted musicians are associated with this academy.

 

Awards and Recognitions: 

 
 In 1994 and 1995, the ILTD Division in Chirala and Anaparti won the "Best of all"Rajiv 

Gandhi National QualityAward

 ITC features on the Forbes Global 2000 rankings for 2012 at position 841. In the same 

rankings, the company's market value placed it as the 184th largest company in the world. 

Forbes has also included the company in Asia's Fab 50 Companies list.

 In 2013, ITC was ranked the third most admired company in India byFortune.

 In 2011, all of ITC’s super premium luxury hotels were accorded LEED Platinum 

certification, making ITC Hotels the ‘Greenest Luxury Hotel Chain in the World’.

 In 2010, ITC was ranked 6th amongst global consumer goods companies in sustainable 

value creation during 2005-09, by Boston Consulting Group.

 It received the National Award for Excellence in Corporate Governance from the Institute 

of Company Secretaries of India in2007.

https://en.wikipedia.org/wiki/E-Choupal
https://en.wikipedia.org/wiki/Water_management
https://en.wikipedia.org/wiki/Veterinary_medicine
https://en.wikipedia.org/wiki/World_Bank
https://en.wikipedia.org/wiki/World_Bank
https://en.wikipedia.org/wiki/ITC_Sangeet_Research_Academy
https://en.wikipedia.org/wiki/Rajiv_Gandhi_National_Quality_Award
https://en.wikipedia.org/wiki/Rajiv_Gandhi_National_Quality_Award
https://en.wikipedia.org/wiki/Rajiv_Gandhi_National_Quality_Award
https://en.wikipedia.org/wiki/Forbes_Global_2000
https://en.wikipedia.org/wiki/Fortune_(magazine)
https://en.wikipedia.org/wiki/Boston_Consulting_Group
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 In 2006, ITC's e-Choupal program won the Stockholm Challenge Award 2006 in the 

Economic Development category. This program enables over 3.5 million farmers to 

access crop-specific and customised information in their native village habitat and 

language.

 In 2014, The Brand Trust Report, published by Trust Research Advisory, a brand 

analytics company, ranked ITC in the 9th position among India's most trusted brands in 

the Diversifiedsector.

https://en.wikipedia.org/wiki/The_Brand_Trust_Report
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Company Profile 

History of the Company: 

The Fortune Lineage: 

Fortune Park Hotels Ltd. is a wholly owned subsidiary of ITC Ltd. and was set up in 1995 to 

cater to the mid-priced market segment. 

Today, Fortune Park hotels Ltd. is a professionally managed Hotel Management 

Company with 40 operating hotels and many hotels in various stages of completion. It is also 

the fastest growing hotel chain in the first-class, full-service category in India. 

Fortune Murali Park is conveniently located in the city centre and in the commercial 

hub on M.G.Road of Vijayawada. The hotel is just 3 kms from the Railway station and 20 

kms from the Airport. The hotel is constructed with a contemporary design on a total land of 

4295 sq. yards and consists of Cellar, ground and 7 floors. It is the biggest hotel in this region 

with 5 star facilities. The Hotel has 94 world class accommodations (44 Standard rooms with 

41 Fortune Club rooms & 9 Suites), 4 Food & Beverage Outlets, 5 Banquet halls and a 

Business Centre. 

 

Mission & Objectives of the Company: 

Motto: 

Smart; contemporary; best in class hotel. 

Vision: 

Sustain ITC’s position as one of India’s most valuable corporations through world class 

performance, crating growing value for the Indian economy and the company’s stakeholders. 

Mission: 

To enhance the wealth generating capability of the enterprise in a globalizing environment, 

delivering superior and sustainable stakeholder value. 

 
Board ofManagement: 

Managing Director – Mr. M. Murali Krishna 

General Manager – C.Sujith 

Mr. Suresh Kumar, Chief Executive Officer - Fortune Park Hotels Limited 

Mr. Asjit Singh Vice President – Finance 

Mr. Rohit Malhotra – Vice President Operations 
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Mr. Shaik Jilani - Head Sales and Marketing 

Ms. K. Ramu - CorporateHousekeeper 

Mr. Rohit Hans, Manager - Development and Special Projects 

Mr. Jeevan kishore, Manager –Finance 

Mr. Ashok Chowdhary – Technical 

Mr. Prasad - Head –HR 

 

Company Policies: 

At any and every contact with a customer, we are involved in a potential moment of 

truth. We can create either a wow or oof. By following a simple 10-point code for quality 

service, we can create a wow every time, every moment, every day. 

Thou shall greet the customer immediately. Smile and establish eye contact, make the guest 

feel welcome. 

Thou shall give all your attention to the customer. Always pay attention to the guest, 

listen carefully without interruptions. 

Thou shall make the first 30 seconds count. Smile and make eye contact. Address by 

name, if possible. First impressions last, let your interaction be positive. 

Thou shall be natural not mechanical and phony. Guests are very quick to sense if you’re 

approach is genuine and you’re enjoying serving them. 

Thou shall be energetic and cordial. Disinterested, disorganized service is often as bad 

as none Thou shall be the customer’s agent. Be imaginative, put yourself in their shoes, and 

solve their problems. 

Thou shall think. Use your common sense. Take on the spot decisions. You are the 

solution. Thou shall bend the rules sometimes. Unusual situations may call for unusual  

action. Don’t be afraid to bend rules. Talk to your seniors, may be specific rules can be 

amended. 

Thou shall make the last 30 seconds count. The last half minute is as critical as the 

first. Leave the guest with a feeling that you treasure his presence. Make him feel like coming 

back to you. 

 
Thou shall take care of yourself. Manage your health and stress. If you feel good you 

will serve better. 
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Fortune Values: 

a. We must practice team work and must take care of each other. By doing so,  

we believe that we will take better care of our guests. 

b. Our mission must be to ensure the return of our guests. We can do this by 

showing genuine care and displaying total interest in the guest and by paying 

complete attention. 

c. We must always smile and speak to all in a warm and friendly manner. Use 

guest’ names as often as possible and avoids lang. 

d. When the guest leaves the hotel, we must thank him and bid a warm farewell. 

His last impression must be positive and warm. 

e. Anticipate guest needs and understand the guest’s body language, be proactive 

and personalize all interaction. Remember, all of you are responsible towards 

guests in some way of the other. 

f. When speaking with guests, if there is a complaint, we must practice learn, i.e. 

listen, empathize, apologies, react and notify this will help us to retain our 

guests and make them feel cared for. 

g. All associates must report defects to the concerned department and also report 

any shortages of equipment and supplies. 

h. All associates must follow uncompromising standards of cleanliness. We must 

clean as we go along. 

i. We must express workplace concerns in positive manner and never complaint 

in front of a guest. We should always remember we are ambassadors of the 

hotel, both in and out of the hotel. Always recognize repeat guests. 

j. Whenever a guest asks for directions, do not just point them out .It is always 

more effective to walk along with the guest as far as possible. When ever, this 

is not possible, then at least walk the first few steps with the guest. When 

answering the phone, always follow the laid down greeting and pick up the 

phone within three rings. 

k. Always carry the values card, wear name tags and follow uniform standards. 

Personal hygiene is most important. 

 
l. It is the duty of all to protect the assets of the hotel and use all resources 

wisely and eliminatewaste. 



22  

m. You must handle all guest requests to the best of your ability and seek help 

from seniors when required. Think of creative ways of sayingyes. 

Product Profile: 

Accommodation: 

94 well-appointed rooms, including 44 standard rooms, 41 Club Rooms, 6 Jr. Suites with an 

Executive and Presidential Suite. The rooms are spacious and contemporary best in class in 

the region with all modern amenities. 

Food and Beverage: 

The hotel has a variety of restaurants to serve you the cuisine of your choice. Zodiac,  a 24 

hrs coffee shop. The Oriental Pavilion, a specialty restaurant serving delectable Chinese and 

Thai cuisine. The hotel also has a Fortune 500 Pub-cum-Bar and the Pastry shop, Fortune 

Cookies. 

Conferencing Facilities: 
 

Conference 

Hall 

Names 

Conference 

Hall Area 

(Sq. Feet) 

Seating Style capacity 

Theatre U Shape DOUBLE-U Class 

Room 

Cocktail Round 

Table 

Grand 

Ball Room 

6112 400 120 150 150 750 200 

Crystal 

Ball Room 

5004 300 70 60 80 450 150 

 
Senate 

2403 125 50 60  150 80 

 

Other Services & Facilities: 

Business center, Laundry, Doctor on call, Travel Desk, 24 hr. Room Service, In-house 

Laundry, Car Parking, Baby Sitting, Cable TV, Central Air Conditioning, Hair Dryer, 

Electronic Safe, 

Banquet & Conference facility, Iron and Ironing Board on request, Data Port in rooms, 

Tea/Coffee Maker, Mini bar and Weighing Scale. 
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Competition Set: 

Quality Inn DV Manor – 115 rooms, 3 F & B Outlets, H/Club, Gymnasium 

Accommodation: 

Total numberofrooms : 115rooms 

GuestFloors : 06floors 

Pricing Strategies: 

Rate Details of Fortune Murali Park: 
 
 
 

Rooms INR 

 Single Double 

Standard Room 5500 6500 

Fortune Club Room 6500 7500 

Fortune Superior Club Room 7000 8000 

Junior Suite 9000 9000 

Executive Suite 10000 10000 

Presidential Suite 17999 17999 

 

Rates w.e.f 1st October 2018 

Taxes as applicable, shall be extra 

Extra Bed will be charged at Rs. 1200/- 

Rates given above are inclusive of buffet breakfast The dollar tariff would be applicable to 

all non resident Indians and Foreign nationals The Indian Rupee tariff would be applicable to 

resident Indians and Foreign Nationals with a valid work permit Volume Corporate and 

Group rates are available through our Sales Offices Tariffs and taxes are subject to change 

without notice Check –in and Check –out time 24hrs. 

The hotel has five well-equipped banquet halls and seminar rooms that can 

accommodate up to 1000 guests. All the banquet halls and seminar rooms are well-equipped 

with conferencing 

facilities. It also includes a completely furnished and fully equipped boardroom for 

presentations and meetings. 

The hotel offers the best of residential and non-residential banquet and conferencing 

facilities ideal for conferences, meetings, interviews, seminars, weddings and parties. 
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Promotion Strategy: 

Fortune Park Hotels Ltd., in addition, has its own dedicated web-based Central 

Reservation System – Fortune. Fortune provides as easy-to-access instant reservation facility 

for all the Fortune hotels, and is linked to the Fortune Park Hotels' website. 

This, coupled with Fortune Park Hotels' representation on GDS (Global Distribution 

System) which provides timely and key information to potential customers on a global 

platform, gives Fortune Park Hotels, a comprehensive and all-encompassing market 

visibility. 

 

Sales & Marketing: 

Fortune Park Hotels are sold and marketed through the ITC-Welcome group Sales & 

Marketing offices located throughout the country in 11 locations, employing a team of over 

100 professionals. These offices are located in New Delhi, Mumbai, Kolkata, Chennai, 

Bangalore, Hyderabad, Coimbatore, Pune, Ahmadabad, Cochin and Chandigarh. 

Fortune Marketing offices cover the entire geographical spread of the country and are 

located in New Delhi, Mumbai, Kolkata, Chennai, Bangalore, Hyderabad, Ahmadabad and 

Cochin. 

ITC-Welcome group is an acknowledged marketing leader in the hospitality sector, 

known for its visionary and creative marketing initiatives. These marketing initiatives, such 

as Executive Travel & Value Plan, Welcome Award, Welcome Link- to name a few- are 

available to all Fortune Park Hotels and instantly gives them access to the country's best 

established hospitality marketing programs and the largest database of existing hotel users. 

Besides, Fortune hotels get the benefit of existing relationships with the leading MNCs and 

Corporate which are current users of ITC-Welcome group hotels all over thecountry. 

 

Distribution Strategy: 

Including Fortune Park, ITC-Welcome group currently has more than 100 hotels 

spread over four brands, including Fortune Hotels. 

The Fortune operating hotels are locatedin: 

Ahmadabad, Bangalore, Chennai, Darjeeling, Gandhi nagar, Goa, Gurgaon, Hyderabad, 

Indore, Jaipur, Jammu, Jamshedpur, Kolkata, Lavasa, Ludhiana, Mussoorie, Madurai, 

Manipal, Mysore, Navi Mumbai, New Delhi, Noida, Ooty, Port Blair, Pune, Thane, Tirupati, 

Trivandrum, Vijayawada, Vishakhapatnam. 
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Others to open shortly are: 

Fortunes Cedar Trail, Simla 

Fortune Park Savoy, Chennai. 

Fortune: 

Fortune Park Hotels Ltd., in addition, has its own dedicated web-based Central Reservation 

System – Fortune. 

Fortune provides as easy-to-access instant reservation facility for all the Fortune Hotels, and 

is linked to the Fortune Park Hotel’swebsite. 

This coupled with Fortune Park Hotels' representation on GDS (Global Distribution System) 

which provides timely and key information to potential customers on a global platform, 

Quality Certifications: 

Fortune Murali Park Hotel is certified by The Tourism Department of A.P. 

 
Organizational Structure: 

It is now a well known fact that qualified professionals prefer a chain, where they see 

growth possibilities rather than a standalone unit. Fortune Hotels has created a Talent Pool of 

executives which caters to varied profile of resources for a Unit. 

Fortune Hotels also provides valuable training support to all hotels. Professional training for 

staff is organized for introduction to the Fortune Operating Standards and Procedures that 

help the Unit executives not just perform better at their current positions, but also gears them 

up to take bigger roles and responsibilities in the future. The Corporate Training Manager 

regularly visits all properties to conduct training sessions based on the needs of each hotel. 

In addition, ITC Hotels operates one of the industry's most respected in-house training 

schools in Gurgaon. The Welcome group Management Institute (WMI) runs regular 

management courses 

 
for all ITC Hotels and provides for continuous learning support. Also, Fortune Hotels 

regularly provides on-the-job training for managers and chefs at their existing hotels in 

various cities. Fortune Managers are also regularly sent for industry exposure to their leading 

hotels in the metro cities, to keep them abreast with latest trends and standards in hospitality. 

A comprehensive HR manual, detailing the HR guidelines for each hotel along with an 

employee orientation manual, is made available to all General Managers. 
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Training and Development at Murali Fortune: 

Training is given by both the outside faculty like experts, professionals, etc. and even 

by the superiors within the organization to improve the skills of the employees. There are 

some rules and principles to be followed by the trainers. 

Trainees are appointed in such a way that their talent and skills can be presented in 

full extent to the employees and captured by them. Training facilities provided to them is also 

satisfactory to them. In some cases employees are not trained properly as such they are 

compelled to undergo training. The method followed by the trainees may be by lectures, 

demonstrations, etc. Sometimes it’s necessary to teach employees how to handle the 

machines. Sometimes management also go for management training and development to 

improve their business targets, administrative skills and it also may be useful in suggesting 

and helping employees further. 

 

Training Inputs: 

There are three basic types of inputs: 

(i) Skills 

(ii) Attitude 

(iii) Knowledge. 
 
 

The primary purpose of training is to establishing a sound relationship is at its best 

when the workers attitude to the job is right, when the workers knowledge of the job is 

adequate, and he has developed the necessary skills. 

Training activities in an industrial organization are aimed at making desired 

modifications in skills, attitudes and knowledge of employee so that they perform their jobs 

most efficiently and effectively. 

 

Best Time to Impart Training to Employee: 

1. New Recruits to the Company 

These have a requirement for induction into the company as a whole in terms of its 

business activities and personnel policies and provisions, theterms, conditions and benefits 

appropriate to the particular employee, and the career and advancement opportunities 

available. 
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2. Transferees Within the Company 

These are people who are moved from one job to another, either within the same work 

area, i.e. the same department or function, or to dissimilar work under a different 

management. Under this heading we are excluding promotions, which take people into 

entirely new levels of responsibility. 

3. Promotions 

Although similar to the transferee in that there is a new job to be learned in new 

surroundings, he is dissimilar in that the promotion has brought him to a new level of 

supervisory or management responsibility. The change is usually too important and difficult 

to make successfully to permit one to assume that the promotes will pick it up as he goes 

along and attention has to be paid to training in the tasks and the  responsibilities and  

personal skills necessary for effective performance. 

4. New Plant or Equipment 

Even the most experienced operator has everything to learn when a computer and 

electronic controls replace the previous manual and electro-mechanical system on the process 

plant on which he works. There is no less a training requirement for the supervisors and 

process management, as well as for technical service production control and others. 

5. New Procedures 

Mainly for those who work in offices in commercial and administrative functions but 

also for those who we workplace is on the shop floor or on process plant on any occasion on 

which there is a modification to existing paperwork or procedure for, say the withdrawal of 

materials from stores, the control of customer credit the approval of expense claims, there 

needs to be instruction on the change in the way of working in many instances, a note 

bringing the attention of all concerned the change is assume to be sufficient, but there are 

cases, such as when total new systems in corporating IT up dates are installed, when more 

thorough training is needed. 

6. New Standards, Rules and Practices 

Changes in any one these are likely to be conveyed by printed note or by word of 

mouth by the manager to his subordinates, and this can be the most satisfaction way of 

dealing with the change from the point of view of getting those affected to understand their 

new responsibility. However not all changes under this heading can be left to this sort of 

handling. Even the simplest looking instruction may be regarded as undesirableor 



28  

impracticable by whoever has to perform it he may not understand the purpose behind the 

change and lose confidence in a management which he now believes to be ‘messing about’,  

or he may understand the purpose and have a better alternative to offer if it is not too late. 

7. New Relationship and Authorities 

These can arise, as a result of management decisions, in a number of ways. In 

examples, the recognition of the accounts department can result in a realization of 

responsibilities between the section leaders of credit control, invoicing and customer records, 

although there is no movement of staff between the sections (i.e. no transfers). 

Although the change in work content for each clerk and supervisor is defined clearly 

for each person in the new procedures, there is nevertheless a need for each person to know 

where he stands in the new set up, which is responsible for what, and where to direct 

problems and enquiries as they arise in the future. 

8. Maintenance of Standards 

We are here concerned with maintenance of standards through training, for it must be 

remembered that supervision and inspection and qualify control are continuously responsible 

for standards and exercise their own authorities to this end. 

Although it is generally agreed that some retraining from time to time, taking varied forms 

even for the one group of employees, does act as both a reminder and a stimulus, there is not 

much agreement on the next frequency and form that such retraining should take, of there is 

as yet little scientific knowledge on this subject which is of much use in industrial Situations. 

9. The Maintenance of Adaptability 

Again, whilst there is little scientific study of the loss of ability to learn new skills in those 

cases where people spend a long time without change, and without the need to learn, there is 

increasing 

evidence in current experience to suggest that this is the case in industrial employment. Add, 

of course, there is the inference arising from the laboratory experiments of psychologists. 

10. The Maintenance of Management Skills & Standards 

Skills in supervising, employee appraisal, communications, leadership etc are 

important in all companies. Some of these skills are seen to be critical to major developments 

in company organization, culture, employee empowerment and so on. 
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Initial training in these skills is not uncommon in the largest companies on 

appointment into management and supervision. 

But continuous training and performance monitoring is rare, despite the common 

knowledge that standards are as varied as human nature. 

11. Retirement and Redundancy 

Employees of any position in the company who are heading towards retirement will 

benefit from learning about health, social life, work opportunities money management etc. 

Internal or external courses are best attended a year or two before retirement date, in a few 

companies a member of Personnel will act as a counselor as required. 

Benefits of Training 

Employees and the organization need to realize the importance of contribution and 

learning for mutual growth and development. Training is the answer to deal with stagnation 

stage by constantly updating it in every field. Other benefits of training include: 

 Hiring appeal: companies that provide training attract a better quality Workforce.

 Assessing and addressing any performance deficiency.

 Enhancing workforce flexibility. Cross-cultural training is essential for them for better 

adjustment in the new environment.

 Increasing commitment: Training acts as a loyalty booster. Employee motivation is 

also enhanced when the employee knows that the organization would provide them 

opportunities to increase their skills and knowledge.

 It gives the organization a competitive edge by keeping abreast of the latest changes;  

it acts as a catalyst for change.

 Higher customer satisfaction and lower support cost results through improved service, 

increased productivity and greater sufficiency.

 Training acts as benchmark for hiring promoting and career planning.

 It acts act as a retention tool by motivating employee to the vast opportunities for 

growth available in an organization.

 

The Evaluation of Training 

There are a number of expressions used to describe steps taken by management and 

by training offices at the conclusion of training and during the days or weeks afterwards. 

These expressions include validation, evaluation, follow-up and implementation, as well as 

cost benefit, which have appeared in more recent years. 
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We are interested in all of these and have already tackled one of the, implementation, 

and we start by giving our definitions in order to establish a clearer picture of what each is, 

and how they relate to each other. 

Evaluation of training, or, indeed of anything, consists simply of putting a value to it. 

To evaluate training means undertaking a search for the effect that it has had on the people 

and the situations, which it influences, and then trying to measure or estimate whether this is 

advantageous or disadvantageous. 

We shall see that at the level of pure training there is an evaluation to be made, but 

that the principal evaluation is at a higher level in the chain. First the chain of intentions is 

clear at the outset 

1. The forecourt attendants were to receive training to a defined level of competence. 

2. They were then to apply their new capability correctly during the service that they 

gave to motorists. 

3. The motorists would respond to this with a reaction of pleasure and would tend to 

use that particular station rather more, thus increasing the amount of gasolinesold. 

4. The increased sales, and negligible increased costs, would improve the revenue and 

the profits. 
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CHAPTER 4 

THEORETICAL FRAMEWORK 
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Introduction: 

Theoretical Frame Work 

Organization and individual should develop and progress simultaneously for their 

survival and attainment of mutual goals. So every modern management has to develop the 

organization through human resource development. Employee training is the important sub 

system of human resource development. Employee training is a special function and is one of 

the fundamental operative functions for human resource management. After an employee is 

selected, placed and introduced he or she must be provided with trainer facilities. Training is 

the act of increasing the knowledge and skill of an employee for doing particular job. 

Training is a short term educational process and utilizing a systematic and organized 

procedure by which employees learn technical knowledge and skills for a definite purpose. 

Dales beach define training as “the organized procedure by which people learn knowledge 

and skill for a definite purpose”. In other words , training refers to the requirements of the job 

and organization. Training refers to the teaching and learning activities carried on for the 

primary purpose of helping members of an organization, to acquire and apply the knowledge, 

skills, abilities and attitudes needed by a particular job and organization. Thus, training 

bridges the differences between job requirements and employee’s present specification. 

Training and Development: 

Employee training is distinct from management development of executive 

development. While the former refers to training given to employees in the areas of 

operations, technical and allies’ area, the latter refers to developing an employee in the areas 

of principles and techniques of management, administration, organization and allied areas. 

 

Training: 

The importance of human resource management to a large extent depends on human resource 

management. Training is the most important technique of human resource development. As 

state earlier, no organization can get a candidate who exactly matches with the job and 

organization requirements, hence, training is important to develop the employee and make 

him suitable to the job and organization requirements are not static; they are changed from 

time to time in a view of technical advancement and the change the awareness of the total 

quality and productivity management (TPQM). The objectives of the TPQM can be achieved 

only through training develops human skills and efficiency. Trained employees would be a 

valuable asset to an organization. Organizational efficiency, productivity, progress and 
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development to a greater extent depend on training. Organizational objectives like viability, 

stability and growth can also be achieved through training. Training is important as it 

constitutes significant part of management control. 

Benefits of Training: 

Benefits of training are multi-faceted training benefits the organization, individual and the 

formulation of policies and in maintenance of relations 

These benefits are : 

 Leads to improved profitability and/or more positive attitude toward profits 

orientation.

 Improves the job knowledge and skills at all levels of the organization.

 Improves the morale of the workforce.

 Helps create a better corporate image.

 Fosters authenticity, openness and trust.

 Improves the relationship between boss and subordinate.

 Aids in organizational development.

 Learn from the trainee.

 Helps prepare guidelines for work.

 Aids understanding and carrying our organizational policies.

 Provides information for future needs in all areas if the organization.

 Organization gets more effective decision making and problem solving.

 Aids in developing leadership skill, motivation, loyalty, better attitudes and other 

aspects that successful workers and mangers usually display.

 Aids in increasing productivity and/or quality of work.

 Helps keep costs down in many areas, e.g., production, personnel, administration etc.,

 Develops a sense of responsibility to the organization for being competent and 

knowledgeable.

 Improves labor- management relations.

 Reduces outside consulting costs by utilizing competent internal consulting.

 Stimulates preventive management as opposed to putting out fires.

 Estimates sub-optimal behaviors.

 Creates an appropriate climate for growth &communication.
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Benefits to Individual and Organization: 

 Helps the individual in making better decisions and effective problem solving. 

 Through training and development, motivational variables of recognition, 

achievement, growth, responsibility and advancement are interlined and 

operational, 

 Aids in encouraging and achieving self-development and self-confidence. 

 Helps a person handle stress, tension, frustration and conflict. 

 Provides information for improving leadership knowledge, communication skills 

and attitudes. 

 Increase job satisfaction and recognition. 

 Moves a person toward personal goals while improving interactive skills. 

 Satisfies, personal needs of the trainer. 

 Provides the trainee and avenue for growth and a say in his/her own future. 

 Helps a person develop speaking and listening skills; also writing skills when 

exercise are required. 

 Helps eliminate fear in attempting new tasks. 

Benefits of Intra and Inter Group Relations and Policy Implementation: 

 Improves communication between groups and individuals.

 Aids in orientation for new employees and those taking new jobs through transfer or 

promotion.

 Provides information on equal opportunity and affirmative action.

 Provides information on other governmental laws and administrative policies.

 Improves interpersonal skills.

 Makes organization policies rules and regulations viable.

 Improve morale of employees.

 Builds cohesiveness in group.

 Provides a good climate for learning, growth and co-ordination.

 Makes the organization a better place to work and live.
 

The increasing competition other things increases the significance of training. 

Training matches the employee with the job from time to time. Further the trained 

employees invite organizational change and are ready to take up any type of 
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assignment. The success of any organization, to a greater extent depends on the 

amount of a qualitative and timely training provided by an organization. 

 

Need for Training: 

Every organization big or small, productive or non-productive economic or social 

old or newly established should provide training to all employees irrespective of their 

qualification, skill, suitability for the job etc., thus no organization can chose whether or not 

to train employees. Training is not something that is done once to new employees. It is used 

continuously in every well- run establishment. Further technological changes, automation, 

require updating the skills and knowledge. As such an organization has to retain the old 

 

The need for training is due to the following reasons: 

1. Employees Specifications with the Job Requirements and Organizational 

Needs: 

An employee specification may not exactly suit to the requirements of the job and the 

organization irrespective of his past experience, qualifications, skills knowledge, etc., thus, 

every management finds deviation between employee’s present specifications and the job 

requirements and organizational needs. Training is needed to fill these gaps by developing 

and molding the employee’s skill, knowledge, attitude, behavior, etc., to the tune of the job 

requirements and organizational needs. 

2. Organizational Viability and the Transformation Process: 

The primary goal of most of the organizational is their viability is there is 

continuously influenced by environment pressure. If the organization does not adopt itself to 

the changing factors in the environment, it will lose its marker share. If the organization 

desires to adopt these changes first it has to train the employees to impact specific skills and 

knowledge in order to enable them to contribute to the organizational efficiency and to cope 

with the changing environment. In addition, it provides continuity to the process and 

development. 

 
3. Technological Advancements: 

Every organization in order to survive and to the effective should adopt the latest 

technology, i,e., mechanization, computerization and automation. Adoption of the latest 

technological means and methods will not be complete until employees possessing skills to 



36  

operate them & manage them. So, organization should train the employees to enrich them in 

the areas of changing technical skills and knowledge from time to time. 

4. Organizational Complexity: 

With the emergence of increased mechanization and automation, manufacturing of 

multiple products and by products or dealing in service of diversified lines, extension of 

operations of most of the companies has become complex problems of co-ordination and 

integration of activities adaptable for and adaptable to the expanding and diversifying 

situation. This situation calls for training in the skills of co-ordination, integration and 

adaptability to the requirements of growth, diversification and expansion. 

5. HumanRelations: 

Trend in approach towards personnel management has changed from the commodity 

approach to partnership approach, crossing the human relation approach. So today, 

management of most of the organizations has to maintain human relations besides 

maintaining sound industrial relations although hitherto the managers are not accustomed to 

deal with the workers accordingly. So training in human relations is necessary to deal with 

human problems and to maintain human relations. 

6. Change in the Job Assignment: 

Training is also necessary when the existing employee is promoted to the higher level in 

the organization and when there is some new job or occupation due to transfer. Training is 

also necessary to equip the old employees with the advances disciplines, techniques or 

technology. The need for training also arises to 

 Increase productivity.

 Improve quality of the product of the product/service.

 Improve health and safety.

 Prevent obsolescence.

 Affect the personal growth.

 Minimize the resistance to change.

The factors discussed above are mostly external factors and they are beyond the 

control of personal manager. 

 

Training Objectives: 
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Generally, managers ask the personnel manager to formulate the training policies. The 

personnel manager formulates the following training objectives in keeping with the 

company’s goals and objectives; 

 To prepare the employee both new and old to meet the present as well as the changing 

requirements of the job and the organization.

 To prevent obsolescence.

 To impart the new entrants the basic knowledge and skill they need for an intelligent 

performance of definite job.

 To prepare employees for higher level tasks.

 To assist employees to function more effectively in their present positions by 

exposing them to the latest concepts, information and techniques and developing the 

skills they will need in their particular fields.

 To build up a second line of competent officers and prepare them to occupy more 

responsible positions.

 To broaden the minds of senior managers by providing them with opportunities for an 

interchange of experiences within and outside with a view to correcting the 

narrowness of outlook that may arise from overspecialization.

 To develop the potentialities of people for the next level job.

 To ensure smooth and efficient working of a department.

 To ensure economical and output of require equality.

 To promote individual and collective morale, a sense of responsibility, co-operative 

attitude and good relationship.

 

Areas of Training: 

 Company policies &procedures.

 Skill-based training.

 Human relations training.

 Problem solving training.

 Managerial & supervisory training.
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Stages in Training: 

Training should be conducted in a systematic order to derive expected benefits from 

the training programs implementation of the training programs and evaluation of the training 

programs. 

 

Stages inTraining: 
 

stage -1 
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Stage -2 
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Design 
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Implementation 
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Jobbehavior 

 
 
 
Organization 

 
 
 
Ultimate value 

TrainingMethods: 

As a result of research in the field of training, a number of programmes are available. 

Some of these are new methods, while others are improvements over the traditional methods. 

The training programmes commonly used to train operative and supervisory personnel are 

discussed below. The programmes are classified into on- the job and off- the job training 

programmes. 
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Types of Training Methods: 

Training Methods 

1. On- the- jobmethods: 

 Jobrotation

 Coaching

 Jobinstruction

 Training through step-by-step

 Committee Assignments

2. Off –the- job methods: 

 Vestibule training

 Role playing

 Lecture methods

 Conference orDiscussion

 Programmedinstruction
 

I On the Job TrainingMethods: 

This type of training also known as job training is the most commonly used methods. 

Under this method the individual is placed on a regular job. The trainee learns under the 

supervision and guidance of qualified worker on instructor. On the job training has the 

advantage of giving firsthand knowledge and experience under actual working conditions. 

While the trainee learns how to perform a job he is also regular worker rendering the services 

for which he is paid. The problem of transfer of trainee is also minimized as the person learns 

in the job. The 

emphasis is place on rendering services in the most effective manner rather than learning how 

to perform the job. On the job training methods include job rotation, coaching, job 

instruction, or training through step – by – step and committee assignments. 

1. JobRotation: 

trainee job knowledge and gains experience from his supervisor or trainer in each of the 

different job assignments. Though this method of training is common in training manager for 

general management positions, trainees can also be rotated from the job in workshop jobs. 

This method gives an opportunity to them. 
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2. Coaching: 

The trainees are placed under a particular supervisor who the functions as a coach in 

training the individual. The supervisor provides feed back to the trainee on his performance 

and offers him some suggestions for improvement. Often the trainee shares some of the 

duties and responsibilities of the coach and relieves him of his burden. A limitation of this 

method of training is that the trainee may not have the freedom or opportunity to express his 

own ideas. 

3. JobInstruction: 

This method is also known as training through step by step. Under this method, trainer 

explains the trainee the way of doing the jobs, job knowledge and skills and allows him to do 

the job. The trainer appraises the performance of the trainee, provides feedback information 

and corrects the trainee. 

4. Committee: 

Assignment under the committee assignment group of trainees are given and asked to solve 

an actual organizational problem. The trainee solves the problem jointly. It develops team 

work. 

5. Internship: 

Internship is one of the on – the – job training method. Individuals entering industry is skilled 

trades like machinist, electrician and laboratory technician are provided with through 

instruction through theoretical and aspects. 

 Competent assistance. 

 Opportunity to evaluate potential employees. 

 No obligation to continue relationship at the end of internship. 

 Reduce recruitment expenses. 

II Off – the JobMethods: 

Under this method of training is separated from the job situation and his attention is 

focused upon learning the material to his future job performance. Since the trainee is not 

distracted by job requirements, he can place his entire concentration on learning the job rather 

than spending his time in performing it. There us an opportunity for freedom of expression 

for the trainee. Off – the job training methods are asfollows. 

When training is performed on –the – job, any mistake by the trainee might result in 

damage to the organization, especially if it involves a customer or something ofvalue. 
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To avoid such situations, off – the –job training is used. An advantage of the off- the – 

job training is that the employee is free from distractions of his job requirements. 

1. VestibuleTraining: 

In this method, actual work conditions are simulated in a class room. Material, files 

and equipment those are used in actual job performance are used in training. This 

type of training is commonly used for training personnel for clerical and semi- skilled 

jobs. The duration of this training range from days to a few weeks. Theory can be 

related to practice in this method. 

2. Roleplaying: 

It is defined as a method of human interaction that involves realistic behaviors in 

imaginary situation. This method of training involves action doing and practice. The 

participants pay the role of certain characters, such as the production manager, 

mechanical engineer, superintendents, maintenance engineers, quality control 

inspectors, foremen, workers and the like. This method is mostly used for developing 

interpersonal interactions and relations. 

3. LectureMethod: 

The lecture is a traditional and direct method of instruction. The instructor organizes 

the material and gives it to a group of trainees in the form of a talk. To be effective 

the lecture must motivate and create interest among the trainees. An advantage of 

lecture method is that it is direct and can be used for a large group of trainees. Thus 

costs and time involved are reduced. 

 

4. Conference orDiscussion: 

It is a method in training the clerical, professional and supervisory personal. This 

method involves a group of people who pose ideas, examine and share facts, ideas, test 

assumptions, and draw conclusions, all of which contribute to the improvement of job 

performance. Discussion has the distinct advantages over the lecture method in that the 

discussion involves two – way communication and hence feedback is provided. The 

participants feel free to speak in small groups. The success of this method depends on the 

leadership qualities of the person who leads the group. 

5. ProgrammedInstruction: 

It recent years this method has become popular. The subject matter to be learned is 

presented in a series of carefully planned sequential units. These units are arranged from 
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simple to more complex levels of instructions. The trainee goes through these units by 

answering questions or filling the blanks. This method is expensive and time consuming. 

Preparing the Instructor: 

A serious and committed instructor must 

 Know the job or subject he is attempting to teach. 

 Have the aptitude and abilities to teach. 

 Have willingness towards the profession. 

 Have a pleasing personality and capacity for leadership. 

 Have the knowledge of teaching principles and methods. 

 Be a permanents student, in the sense that he should equip himself with the latest 

concept and knowledge’s. 

A) Preparing the Trainee: 

As in interviewing him first step in training is to attempt to place the trainee at ease. Most 

people is somewhat nervous when approaching an unfamiliar task. Through the instructor 

may have executes this training procedure, many times he or she never forgets its newness to 

the trainee. The quality of empathy is a mark of the good instructor. 

B) Getting Ready to Teach: 

This stage of the programmes is class hour involving the following activities. 

 Planning the programmes. 

 Preparing the instructor outline. 

 Do not try to cover too much material. 

 Discuss each item in depth. 

 Repeat but in different words. 

 Take the material from standardized texts when it available. 

 When the standardized texts when it available, develop the programmes and course 

content based on group approach. Group consists of employer skilled employees, 

supervisors. Trade union leaders and other familiar with job requirements. Group 

prepares teaching training. 

C) Presenting the Operation: 

There are various alternative ways of presenting the operation viz., explanation, etc., an 

instructor mostly uses these methods of explanation. In addition one may illustrate 

various points through the use of pictures, charts, diagrams and other training aids. 
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Demonstration is an excellent device when the job is essentially physical in nature. The 

following sequence is a favorite with some instructor. 

 Explain the sequence of the entire job. 

 Do the job step by step according to the procedure. 

 Explain the step that he is performing. 

 Have the trainee explain the entire job. 

D) Try Out the Trainees Performance: 

As a continuation of the presentation sequence given above, the trainee should bee asked to 

start the job or operative procedure. Some instructor prefers that the trainee explains each 

step before doing it, particularly if the operation involves any danger. The trainee, through 

repetitive practice, will acquire more skill. 

 Film, slides, projectors, movies, stills. 

 Charts, graphs, flash cards, flannel boards, pictograms. 

 Libraries and reading rooms. 

 Teaching machines, closed circuit TV. 

 Exhibits, posters and displays. 

 Notice boards, bulletin boards, enlarged drawings. 

 Cartoons, comic books 

E) Followup: 

The final step in most training procedure is that of follow up. When people are 

involved in any problem or procedure, it is unwise to assume that things are always 

constant. Follow- up can be adapted to a variable reinforcement schedule as suggested 

in the discussion of learning principles. 

Principles of Training: 

Providing training in the knowledge of different skills is a complex process. A  

number of principles have been evolved which can be followed as guidelines by the 

trainees. 

Some of them are as follow: 

1. Motivation: 

As the effectiveness of an employee depends on how well he is motivated by 

management, the effectiveness of learning also depends on motivation. In other 

words,thetraineewillacquireanewskillorknowledgethoroughlyandquicklyifhe 
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or she is highly motivated. Thus the training must be related to the desires of the 

trainee such as more gages or better job, recognition status, promotion etc., the trainer 

should find out the proper ways to motivate experienced employees who are already 

enjoying better facilities in case of re training. 

2. Reinforcement: 

The effectiveness of the trainee in learning new skills or acquiring new knowledge 

should be reinforced by means of rewards and punishments. Examples of positive 

reinforcement are promotions, rise in pay praise etc., punishment are also called 

negative reinforcements. Management can punish the trainees whose behavior 

undesirable. But the consequences of such punishments have their long run ill effect 

on the trainer as well as on the management. Hence, the management should take 

much care in case of negative reinforcement. 

3. Practice: 

A trainee should actively participate in the training programmes in order to make the 

learning programmes on effective one. Continuous and long practice is highly 

essential for effective learning. Jobs are broken down into elements from which the 

fundamental physical sensory and mental skills are extracted. Training exercise 

should be provided for each skill. 

4. Full VsPart: 

It is not clear whether it is best to teach the complete job at a stretch or dividing the  

job into parts and teaching each part at a time. If the job is complex and requires a 

little too long to learn, it is better to teach part of the job separately and then put the 

parts together into an effective complete job. 

The desires of the trainee such as more gages or better job, recognition status, 

promotionetc., the trainer should find out the proper ways to motivate experienced 

employees who are already enjoying better facilities in case of re- training. 

Training in Specific Skills: 

This area of training is to enable the employee to be more effective on the job. The trains 

the employee regarding various skills necessary to do the actual job. For example the clerk in 

bank should be trained in the skills of making entries correctly in the ledger and arithmetic 

calculations quick comparison of figures, entries and the like. Similarly the technical officers 

are to be trained in the skills of project appraisal supervision follow up and the like. 
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Human Relation Training: 

A human relation training assumes greater significance in organizations as employees have to 

maintain human relations not only with over employees but also with their customers. 

Employees are to be trained in the areas of self- learning, interpersonal competence group 

dynamics, perception, leadership styles, motivation grievance reprisal, disciplinary  

procedure, and the like. This training enables the employees for better team work, which 

leads to improved efficiency and productivity of the organization. 

1. Problem SolvingTraining: 

Most of the organizational problems are common to the employees dealing with the same 

activity at different levels of the organization. Future some of the problems of different 

managers may have the some root cause. Hence, management may call together all 

managerial personnel to discuss common problems so as to arrive at effective solutions  

across the table. This not only helps in solving the problems but also serves as a forum for the 

exchange of ideas and information that could be utilized. The trainer has to organize such 

meetings, train and encourage participate actively in such meetings. 

2. Managerial and Supervisory Training: 

Even the non- managers sometimes perform managerial and supervisory functions like 

planning, decision making, maintaining inter- personal relations, organizing, directing and 

controlling. Hence, management has to train the employee in managerial and supervisory 

also. 

3. ApprenticeTraining: 

The apprentice Act 1961 requires industrial units of specified industries to provide training in 

basic skills and knowledge in specified trades to educated unemployed/apprentice with a 

view to improving their employment opportunities or to enable them to start their own 

industry. This type of training generally ranges one year to four years. This training is 

generally used for providing technical knowledge in the areas like trades, crafts etc., 

 

Advantages of Training: 

The contributions if imparting training to a company should be readily apparent. 

The major values are: 



46  

1. Increased Productivity: 

An increase in skill usually results in an incrementing both quality and quantity of output. 

However, the increasingly technical nature of modern jobs demands systematic training to 

make possible even minimum levels of accomplishment. 

2. Heightened Morale: 

Possession of needed skills helps to meet such basic human needs as security and ego 

satisfaction. Collaborate personnel and human relations programmes can make a contribution 

toward morale, but they are hollow shells if there is no solid core of meaningful work done 

with knowledge, skills and pride. 

3. Reduce Supervision: 

The trained employee is one who can perform with limited supervision. Both employee and 

supervisor want less supervision but greater independence is not possible unless the employee 

is adequately trained. 

4. Reduced Accidents: 

More accidents are caused by deficiencies in people than by deficiencies in equipment and 

working conditions. Proper training in both job skills and safety attitude should contribute 

toward a reduction in the accident rate. 

5. Increased Organization Stability: 

The ability an organization to sustain its effectiveness despite the loss of key personnel can 

be developed only through creation of reservoir of employees. Flexibility, the ability toadjust 

to short run variations in the volume of work requires personnel with multiple skills to permit 

their transfer to jobs where the demand is highest. 

 

Development: 

Development refers to those learning opportunities designed to help employees to 

grow. Development is not primarily skill- oriented. It provides general knowledge and 

attitudes, which will be a broad, ongoing multi faced set of activities to bring someone or an 

organization up to another threshold of performance. Thus development often includes a wide 

variety of areas, ongoing training on the job, coaching, monitoring and forms of self- 

development as a long life goal and experience. 
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Development means the growth of an employee in all respects. The term development 

is associated with overall growth of executives. Development seeks to develop competence 

and skills for future performance. It had a long-term perspective, career concentrated, all 

development is self centered trainee should be internally motivated. 

Development, in contrast, is considered to be more general than training and more 

oriented to individual needs in addition to the organizational needs and it is the most often 

aimed towards management of the people. Usually the intent of development is to provide 

knowledge and understanding that will enable people to carry out non-technical 

organizational functions more effectively, such as problem solving, decision making and 

relating to people efforts to improve employee abilities to handle variety of assignment. 

Development refers to those learning opportunities designed to help employees grow. 

Development is not primarily skill- oriented. Instead, it provides general knowledge and 

attitude. Training and Development basically concerned with the organizational activity 

aimed at the performance of the individual and groups in organizational settings. A business 

most important assert is often its investment a business can make. The right training can 

ensure that your business has the risk skills to tackle the future. 

It can also help to attract and retain good quality staff, as well as increase the chances 

that they will satisfy your customers. Development activities, such as those supplied by 

management Development programmers are generally voluntary. 

To bring the distinction among training, education and development into sharp focus, it may 

start that “training is offered objectives to operatives where as development programmes are 

meant for employees in higher positions”. Education however is common to all the 

employees. These grades not with standing. Management development programmes should 

be evaluated in order to find out whether the objectives of the training programmes are 

achieved or not. 

The development programmes would be effective, if they contribute to the organizational 

group and individual goals. Management should delegate the responsibility of evaluation to a 

senior manager in the HRD Department. The evaluation specialist should be clear of the 

objectives goals against which the evaluation is conducted. 

Methods of Development: 

There are mainly two types of methods by which can acquire the knowledge, skill and 

attitudes and make themselves competent managers. One is through formal training and the 

other is through on-the-job experience. 
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On-the-Job Techniques: 

 Coaching 

 Job rotation 

 Understudy 

 Multiple role management 

Coaching: 

In coaching, the trainee is placed under a particular supervisor who acts as an instructor 

and teaches job knowledge and skills to the trainee. He tells him what he wants him to do 

,how it can be done and follows up while it is being done and corrects errors. One of the 

important limitations of this technique is that the individual cannot develop much beyond 

the limits of his own boss’s abilities. 

Job Rotation: 

The transferring of executive from job to job and from development to department in a 

systematic manner is called job rotation. When a manner is posted to a new job as part of 

such a programmes it is not merely an orientation assignment. He has to assume the full 

responsibility and perform all kinds of duties. 

Under Study: 

“An understudy is person who is in training to assume at a future time, the full 

responsibility of the position currently held by his superior.” This method supplies the 

organization a person with as much competence as the superior to fill his post which may 

fall vacant because of promotion, retirement or transfer. 

Multiple Role Management: 

It is a system in which permanent advisory committees of managers study problems of 

the company and makes recommendations to the higher management. It is also called 

junior board of executive system. These committees discuss the actual problems and 

different alternatives solution after which the decisions are taken. 

Off –the Job Techniques: 

 The case study. 

 Incident method. 

 Role playing. 

 In basket method. 
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 Business game. 

 Sensitivity training. 

 Simulation. 

 Grid training. 

 Conference. 

 Lectures. 

The Case Study: 

Cases are prepared on the basis of actual business situations that happened in various 

organizations. The trainees are given cases for discussing and deciding upon the case. Then 

they are asked to identify the apparent and hidden problems for which they have to suggest 

solutions. 

Incident Method: 

This method is developed by Paul Pago’s. It aims to develop the trainee in the areas of 

intellectual ability, practical judgment and social awareness. Under this method, each 

employee develops in a group process. 

Role Playing: 

A problem situation is simulated by asking the participants to assume the role of a  

particular person in the situation. The participant interacts with other participants assuming 

different roles. The mental set of role is described but no dialogue isprovided. 

In Basket Method: 

The trainee has to understand make notes, delegate tasks and prepare memos within a 

specified amount of time. Abilities that kind of exercise develops are: 

 Situational judgment in being able to recall details, establish priorities, inter relate 

items and determine need for more information.

 Willingness to make decision and take action.

Business Games: 

Under this method, the trainees are divided into group or different teams. Each team has 

to discuss and arrive at decisions concerning such subjects as production, pricing, research 

expenditure, advertising etc., assuming it to be the management of a simulated firm. 

Sensitivity Training: 

The main objective of training is the “development of awareness of and sensitivity of 

behavioral patterns of oneself and others.” This development results in the 
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 Increase openness with others. 

 Greater concern for others. 

 Increase tolerance for the individual difference. 

 Less ethic prejudice. 

 Increased trust and support. 

Simulation: 

under this technique, the situation is duplicated in such a way that it carries a closer 

resemblance to the actual job situation. The trainee experiences a feeling that he is actually 

encountering all those conditions. Then he asked to assume a particular role in the 

circumstances and the problems by making a decision. 

Managerial Grid: 

It is a six phase programmes lasting from three to five years. It starts with upgrading 

managerial skills, continue to group improvement; improve inter group relations, goes into 

corporate planning, develops implementation method and end with an evaluation phase. 

Conferences: 

A conference is a meeting of several people to discuss the subject of common interest. But 

contribution from members can be expected as each one builds upon ideas of other 

participants. This method is best suited when a problem has to be analyzed and examined 

from different view points. 

Lectures: 

It is the simplest of all techniques. This is the best technique to present and explain series of 

facts, concepts and principles. The main uses of lectures in executive development are; 

 It is direct and can be used for a larger group of trainees.

 It presents the overview and scope of the subject clearly.

 It presents the principles, concepts, policies and experiences in the short test time.

 Thus, it is a time saving 

TrainingandDevelopmentinFortune

: Objectives of T&D in Fortune:

 Improving employee performance. 

 Updating employee skills. 

 Avoiding managerial obsolescence. 

 Preparing for promotion & managerial succession. 
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 Retaining & motivating employees. 
 
 

Training Needs Analysis: 

 TACMeetings

 TRG NeedSurvey

 Skill Analysis

 Job Rotation

 PerformanceAppraisal

Areas of Training: 

 Company policies &procedures.

 Skill-based training.

 Human relation straining..

 Problem solving training.

 Managerial & supervisory training.

Main Activities: 

Fresher’s Training: 

1) SeniorTrainees 

2) Junior Trainees and Others 

Development Programmes: 

1. Conduct need survey & prepare annual training plan. 

2. Organize training programmes with internal/ external faculty. 

3. Evaluate the training. 

4. Maintain training records of all employees on –line. 

5. Conduct departmental refresher courses. 

6. On the job training. 

Workshop Training: 

1. Skill development programmes. 

2. Work order jobs. 

3. Maintenance of work shop facilities. 

4. Conducting trade tests. 
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The training methods used by organizations can be basically categorized into on-the job 

method & off-the job method. These methods are discussed below. 

On – the – Job Training: 

On-the-job training takes place in a real job environment where the trainee is exposed 

to an actual work situation. The major advantage of this method is that the trainee will get 

hands –on experience. This form of direct learning helps the employee understand & imbibe 

the training lessons better. This will also helps in better application of the knowledge & skills 

gained during training. 

The disadvantage of on-the-job training is that, as the trainee is still going through the 

learning process, any mistake he commits on the job might result in a loss to the organization. 

Hence when choosing this method, the organization should assess the damage that could be 

caused due to the mistakes by trainees. Some of the widely used on-the-job training methods 

 Job instruction.

 Apprenticeship &coaching.

 Job rotation.

 Committee assignments.

Evaluation of the Training Programmes: 

These a training programme has been implemented, the organization should evaluate 

the programmes. This evaluation helps the organization identify the areas for 

improvement, which can help in designing future training programmes. The basic yard 

stick to measure the success of the programmes is the learning benefits that have accrued 

to the trainees. The factors that can be used to evaluate training programmes are; 

1. Trainee’s feedback on the content & process of training. 

2. knowledge or learning acquired by the trainees as a result of the training experience. 

3. Change in job performance or behavior a result of training. 

4. Measurable improvements or results seen in individuals or the organization like lower 

turnover, decreased absenteeism or fewer accidents. 

The method to be used for evaluation the training programmes has to be determined at 

the planning stage itself. Evaluation helps in auditing & redesigning a training 

programme. 



53  

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

CHAPTER 5 

DATA ANALYSIS AND INTERPRETATION 
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Data Analysis 

1. your age comes under which category? 
 

 
S.NO Options No. of respondents % of respondents 

1. Below 25 12 17% 

2. 25-30 29 42% 

3. 31-40 13 19% 

4. Above 40 16 22% 

5. Total 70 100% 

 
 

Interpretation: 

The above chart reflects that age of the employees in the organization out of 70 respondents 

17% of employees are below 25 age group, 42% of employees are 25-30 age group, 19% of 

employees are 31-40 age group, 22% of employees are above 40 age group in Fortune Murali 

Park Vijayawada. 
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2. What is your gender? 
 
 

 
S.NO Options No. of respondents % of respondents 

1. Female 37 53% 

2. Male 33 47% 

3. Total 70 100% 

 
 
 

 

Interpretation: 

From the above diagram it shows that out of 70 respondents 53% of female employees 

and remaining 47% are male employees in the Fortune Murali Park Vijayawada. 
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3. Is your organization conducting training programmes frequently? 
 
 

S.NO Options No. of respondents % of respondents 

1. Yes 58 83% 

2. N0 12 17% 

3. Total 70 100% 

 
 
 
 

 
Interpretation: 

The table shows that out of 70 respondents, 83% of employees are 

accepted for the organization conducting training programs frequently 

and remaining 17% of employees are not responded for conducting 

training programs. 
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4. The training needs are assessed before training program. 
 
 

S.NO Options No. of respondents % of respondents 

1. Strongly Agree 23 32% 

2. Agree 14 20% 

3. Neutral 12 17% 

4. Disagree 12 17% 

5. Strongly Disagree 09 12% 

6. Total 70 100% 

 
 

 
Interpretation: 

From the above chart it reflects the training needs are assessed before training 

program. Out of 70 respondents 32% of employees are strongly agree, 20% of 

employees are agree, 17%of employees are neutral, 17% of employees are disagree, 

and 12% of employees are strongly disagree. 
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% of respondents 
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5. Which type of training programme you attended from last two years? 
 
 

S.NO Options No. of respondents % of respondents 

1. Technical Skills 27 38% 

2. Behavioural Skills 13 19% 

3. Soft Skills 24 35% 

4. Emotional Skills 06 08% 

5. Total 70 100% 

 
 

 
Interpretation: 

From the above chart reflects that types of training programme are attended by the 

employees in the organization. Out of 70 respondents 38% of employees are attended 

for technical skills ,19% of employees are attended for behavioural skills,35% of 

employees are attended for soft skills and 8% of employees are attended for emotional 

skills. 
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6. How are you satisfied with the information provided by the trainer duringthe 

trainingsession? 

 

Options No of 

respondents 

% of 

respondents 

 

Highly Satisfied 12 17% 

Satisfied 29 42% 

Neutral 11 15% 

Dissatisfied 12 17% 

Highly 

Dissatisfied 

6 9% 

Total 70 100% 

 
 

45%  42%  
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% of respondents 

  

40%     

35%     

30%     
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9% 
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0%     
 Highly Satisfied Satisfied Dissatisfied Highly 

   
 

 

 Dissatisfied 

 
Interpretation: 

From the above chart it reflects that out of 70 respondents 17% of employees are 

highly satisfied, 42% of employees are satisfied, 15% of employees are neutral, 17% 

of employees are dissatisfied and remaning 9% of employees are highly dissatisfied 

for the training program conducted by the organization 
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7. The training programme that I under gone is very useful. 
 
 

 
S.NO 

Options No of 

respondents 

% of 

respondents 

1. Strongly Agree 43 61% 

2. Agree 12 17% 

3. Neutral 9 13% 

4. Disagree 4 6% 

5. Strongly Disagree 2 3% 

6. Total 70 100% 

 
 

 
Interpretation: 

From the above chart it reflects the training programme are undergone by employees 

are useful. Out of 70 respondents 61% of employees are strongly agree, 17% of 

employees are agree, 13%of employees are neutral, 6% of employees are disagree, 

and 3% of employees are strongly disagree. 
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Frequently Sometimes Rarely Never 

% of respondents 

8. How offenly are you utillizing the training skill and knowledge 

acquired through training programme? 

S.NO Options No of 

respondents 

% of 

respondents 

1. Frequently 36 51% 

2. Sometimes 14 21% 

3. Rarely 12 17% 

4. 
 

Never 8 11% 

5. Total 70 100% 

 
 

 
Interpretation: 

From the above chart it reflects that employees how often utilizing training program. 

Out of 70 respondents 51% of employees are frequently using traing program and 

remaining are not using frequently . 
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9. what are the problems that are faced by you while attending 

training programme? 

Options No of 

respondents 

% of 

respondents 

 

Heavy Workload 19 27% 

In-Convenient 

timings 

17 24% 

Frequently 

Disturbances 

14 20% 

Too many 

participants 

9 13% 

Others 11 16% 

Total 70 100% 

 30% 27% 
 
 

24% 

20% 
 
 
 
 
 
 
 
 
 

In-Convenient  Frequently 
timings Disturbances 

% ofrespondents 

  

25%    

20%    
16% 

15%  13%  

10%    

5%    

0%    

 Heavy Too many Others 

 Workload participants  

 
Interpretation: 

From the above chart it reflects that problems faced by the employees during training 

program . out of 70 respondents 27% of employees are heavy workload, 24% of 

employees are in-convenient timings and remaining employees faced different 

problems. 
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Excellent Good Average Poor 

% of respondents 

15% 15% 

27% 

43% 
50% 

45% 

40% 

35% 

30% 

25% 

20% 
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5% 

0% 

10. What is your opinion towards training facilities provided bythe 

organization? 

S.NO Options No of 

respondents 

% of 

respondents 

1. Excellent 29 43% 

2. Good 19 27% 

3. Average 11 15% 

4. Poor 11 15% 

5. Total 70 100% 

 
 

 

 
Interpretation: 

From the above chart it reflects that opinions of employees towards training facilities 

provided by the organization. Out of 70 respondents 43% of employees are reacted for 

excellent, 27% of employees are good, 15% of employees are average and 15% of 

employees are felt poor towards training facilities. 
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SafetySkills Presentation SkillsTimemanagement TechnicalSkills 
Skills 

% of respondents 

15% 

20% 
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15% 

10% 

5% 

0% 

11. Which training skills are most important to yourprofessional 

development? 

S.NO Options No of 

respondents 

% of 

respondents 

1. Safety Skills 11 15% 

2. Presentation 

Skills 

24 35% 

3. Time 

management 

Skills 

21 30% 

4. Technical Skills 14 20% 

5. Total 70 100% 

 
 
 
 

 
Interpretation: 

From the above chart it reflects that out of 70 respondents , 15% of employees are felt 

that safety skills are important for professional growth 35% are employees are 

reacted for presentation skills and 20% employees are technicalskills. 
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12. How does the organization assess the impact oftraining? 
 
 

S.NO Options No of 

respondents 

% of 

respondents 

1. Performance 49 70% 

2. Feedback 7 8% 

3. Tests 4 6% 

4. Others 10 16% 

5. Total 70 100% 

 
 
 

 
Interpretation: 

From the above chart it reflects the organization assess the impact of training out of 70 

respondents 70% of employees are reacted for performance, 8% of employees are feedback, 

6% of employees are tests and 16% of employees are others. 
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Yes No 

% of respondents 
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87% 
100% 

90% 
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0% 

13. Would you recommend your organization training services toyour 

colleagues? 

S.NO Options No of 

respondents 

% of 

respondents 

1. Yes 61 87% 

2. No 9 13% 

3. Total 70 100% 

 
 
 

 
Interpretation: 

From the above chart it represents that out of 70 respondents 87% of employees are 

recommended training services to their colleagues and 13% of employees are not 

recommended. 
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14. The organization frequently providing training programmes that are relevant 

to myneeds. 

 

Options No of 

respondents 

% of 

respondents 

 

Strongly Agree 9 12% 

Agree 19 29% 

Neutral 24 34% 

Disagree 11 15% 

Strongly Disagree 7 10% 

Total 70 100% 

 40%    
34% 

 
 
 
 
 
 
 
 
 
 
 

Neutral 
 
 

% of respondents 

  

35%     

30%  29%   

25%     

20% 

15% 

 

12% 

  

15% 
 

 
10% 

10%     

5%     

0%     
 Strongly Agree Agree Disagree Strongly 

    Disagree 

 
Interpretation: 

From the above chart it reflects the training programme are relevant to employees and 

their needs. Out of 70 respondents 12% of employees are strongly agree, 29% of 

employees are agree, 34%of employees are neutral, 15% of employees are disagree, 

and 10% of employees are strongly disagree. 
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15. What is your opinion towards training programme that was conducted in 

your organization? 

 
Options No of 

respondents 

% of 

respondents 

 

Excellent 19 27% 

Good 29 41% 

Average 13 20% 

Poor 9 12% 

Total 70 100% 

 45%   

41% 
  

40%     

35%     

30% 27%    

25%     
   20%  

20%     

15%    12% 

10%     

5%     

0%     

  % of respondents   

 
Interpretation: 

From the above chart it reflects that opinions of employees towards training 

programme conducted in an year by the organization. Out of 70 respondents 27% of 

employees are reacted for excellent, 41% of employees are good, 20% of employees 

are average and 12% of employees are felt poor towards training facilities. 
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16. What methods are employed to identify the need of training inyour 

organization? 

 
Options No of 

respondents 

% of 

respondents 

 

Interviews 5 7% 

Questionnaires 7 10% 

Direct observation 39 55% 

Performance Appraisal 19 28% 

Total 70 100% 

 60%  
55% 

 
 
 
 
 
 
 

 
10% 

 
 
 

Questionnaires Directobservation 
 
 

% of respondents 

 

50%   

40%   

30% 
 28% 

20%   

10% 7%  

0%   

 Interviews Performance 

  Appraisal 

 
Interpretation: 

From the above chart it reflects that methods are employed to identify the need of training in 

the organization. Out of 70 respondents 7% 0f employees are interviews, 10% of employees 

are questionnaires, 55% of employees are direct observation and 28% of employees are 

reacted for performance appraisal. 
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StronglyAgree Agree Neutral Disagree Strongly 
Disagree 

% of respondents 

12% 11% 

15% 

20% 

42% 45% 

40% 

35% 

30% 

25% 

20% 

15% 

10% 

5% 

0% 

17. The time limit of the training program wassufficient. 
 
 

Options No of 

respondents 

% of 

respondents 

Strongly Agree 29 42% 

Agree 14 20% 

Neutral 7 11% 

Disagree 11 15% 

Strongly Disagree 9 12% 

Total 70 100% 

 
 
 

 
Interpretation: 

From the above chart it reflects that time limit of training programme was sufficient. 

Out of 70 respondents 42% of employees are strongly agree, 20% of employees are 

agree, 11%of employees are neutral, 15% of employees are disagree, and 12% of 

employees are strongly disagree. 
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18. Do you feel the training session have helped to improve yourwork 

efficiency? 

 Options No of 

respondents 

% of 

respondents 

 

 Frequently 39 56% 

 Sometimes 14 20% 

 Rarely 9 13% 

 Never 8 11% 

 Total 70 100% 

60% 56%  
 
 
 
 
 
 
 

20% 

13% 
 
 
 
 

Sometimes Rarely 

% of respondents 

 

50%   

40%   

30%   

20%   
  11% 

10%   

0%   

 Frequently Never 

 
Interpretation: 

From the above chart represents that training session is helped that to improve the 

employees performance out of 70 respondents 56% of employees are reacted 

frequently, 20% of employees are reacted for sometimes, 13% of employees are rarely 

and 11% of employees are reacted never . 
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CHAPTER 4 
 

FINDINGS , SUGGESTIONS 

& 
CONCLUSION 
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Findings: 

 Fortune Murali Park has a good team of employees who has under gone 

training and development in on-the- job method. Fortune Murali Park is 

equipped with very good HRD team. 

 The impact of the training on the employees of Fortune Murali Park is 

reasonably good and the reason that employee have positive attitude and they 

take training seriously. 

 On-the-job training techniques is employed to train the employees. Induction 

to new employees is given adequate importance. Management is giving 

adequate importance to develop employees through training. 

 Majority of the employees who have under gone the T&D programmes felt 

that 

 the training programme has helped in improving their technical skills and 

human relation competencies. 

 The standard of in home trainers is found to be satisfactory. Management 

gives feedback regularly on the improvement of performance of employees 

after attending training programmes. 



74  

Suggestions: 

 The organization must make more efforts to make the system more transparent 

and also add other dimensions to measure the training of the employee. 

 The employees need to be given more responsibility to their job to improve 

their performance. 

 The superior should provide a mechanism to convey their suggestions to 

management. 

 There should be constant counseling by the superior to their subordinates 

when there is any deviation in their performance level. 
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Conclusion: 

Training is an investment-more we do better we perform. Training is one of the 

important activities to understand that a specific training activity, so the company should take 

special care while framing training programme. The study reveals that the company has a 

good team of training personnel, Training each department. The performance after training 

programme must be self-motive and must create confidence in the employees. Effectiveness 

of Training program plays an important role in the organization whether Government or Non- 

government. Thus recognizing the need and purpose of employee training programme helps 

to build up the image of the company. 
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Appendix 
QUESTIONNAIRE FOR EMPLOYEES: 
 

PesonalData: 

Name(optional) : 

Designation : 

Department : 

Age : 

a) Below25years b) 25-30years 

c)30-40years d) above 40 years 

Gender : 

YearofJoining : 

1. Is your organization conducting training programmes frequently? 
 

a) Yes b)No 

2. The training needs are assessed before training program. 

a)Stronglyagree b) Agree 

c)Neutral d)Disagree e) Stronglydisagree 

3. which type of training programme you attended from last two years? 

a)Technicalskills b)Behaviouralskills c) Softskills 

d) Emotional balance 

4. Do you feel the training session have helped to improve your 

work efficiency? 

a)Frequently b)Sometimes c)Rarely d) Never 

5. How are you satisfied with the information provided by the trainer during 

the training session? 

a) Highlysatisfied 

b) Satisfied 

c) Neutral 

d) Dissatisfied 

e) Highly dissatisfied 
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6. The training programme that I undergone is very useful. 

a)Stronglyagree b)Agree c) Neutral 

d)Disagree e) Stronglydisagree 

7. How offenly are you utillizing the training skill and knowledge 

acquired through training programme? 

a)Frequently b)Sometimes c)Rarely d)Never 

8. what are the problems that are faced by you while attending 

training programme? 

a) Heavy workload in the department. 

b) In-convenient timings of training schedule. 

c) Frequent disturbance by boss and colleagues. 

d) Too many participants 

e) Others 

9. What is your opinion towards training facilities provided by the organization? 

a)Excellent b)Good c)Average d) Poor 

10. Which training skills are most important to your professional development? 

a)Safetyskills b)Presentationskills c) Time managementskills 

d) Technical skills 

11. How does the organization assess the impact of training? 

a)Performance b)Feedback c)Tests d)Others 

12. Would you recommend your organization training services to 

your collogues? 

a)Yes b)No 

13. The organization frequently providing training programmes that are relevant 

to my needs. 

a) Stronglyagree b)Agree c)Neutral 

d)Disagree e) Stronglydisagree 
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14. What is your opinion towards training programme that was conducted in 

your organization? 

a)Excellent b)Good c)Average d)Poor 

15. What methods are employed to identify the need of training in 

your organization? 

a)Interviews b)Questionnaires c) Directobservation 

d) Performance appraisal 

16. The time limit of the training program was sufficient. 

a)Stronglyagree b)Agree c) Neutral 

d)Disagree. e) StronglydisagreeS 
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INTRODUCTION 

 Financial Management 
 

Financial management means planning organising directing and controlling the 

financial activities such as procurement and utilization of funds of the enterprise. Its means 

applying general management principles to financial resources of the enterprise. 

The financial management is generally concerned with procurement, allocation and 

control of financial resources of a concern. The objectives can be 

1. To ensure regular and adequate supply of funds to the concern 
 

2. To ensure adequate return to the shareholder which will depend upon the earning 

capacity market price of the share, expectation of the shareholders. 

3. To plan a sound capital structure, there should be sound and fair composition of 

capital so that a balance is maintained between debt and equity capital. 

 
 

Ratio analysis: 

Ratio analysis is the selection, evaluation and interpretation of financial data in easier 

to understand ratio’s, which have been identified as critical indicators of financial 

performance of the business and can be used for strategy and decision-making. Financial ratio 

analysis is popularly used to compare a firm’s financial performance over a period of time or 

to assess performance in comparison to other. 

Ratio analysis broadly explains the process of computing, acts as a vital tool in 

determination and presentation of the relationship of related items and groups of items of the 

financial statements. Financial position of a unit is concretely and clearly encapsulated by the 

means of ratio analysis. The significance of Ratio Analysis for a holistic Financial Analysis 

remains unflinchingly supreme. 

Ratio can be used in the form of percentage, Quotient and rates. In other words, it can 

be expressed as (a is to b) or as a simple fraction, integer and decimal. A ratio is calculated by 

dividing one item. It is helpful to know about the liquidity, solvency of an organisation. 
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 Need of the study:- 

The ratio analysis is one of the most powerful tools of financial analysis. It is used as a 

device to analyse and interpret the financial health of enterprise. A financial analyst analyses 

the statements with various tools before commenting upon the financial muscle or weakness 

of an enterprise. With the help of ratios the financial statements are analysed more clearly 

and better decisions will be taken. 
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 Objectives of the study: 

• To evaluate the financial performance of the organisation over the last 5 years. 

• To examine how efficient the firm is in utilizing its assets. 

• To measure the profit generating capacity of the company. 

• To draw conclusion and to suggest suitable measures to overcome the 

problems and to improve its performance. 

• To know the liquidity position of the company 

• To measure the profitability position of co-operative urban bank 
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 Scope of the study: 

Ratio analysis is one of the financial tool developed to analyse and interpret the 

financial statements and used widely for this purpose. This study is to analyse the  

profitability of the GUDIVADA CO-OPERATIVE URBAN BANK LTD. 

This study opens the avenue to put the theoretical concepts of ratios into practice to 

understand the financial status and profitability to provide better financial solutions. This 

study has taken on last 5 years annual reports for analysis to get the comprehensive idea on 

the financial position of the above said bank. 



5  

 Methodology of the study 

Methodology is a systematic procedure for collecting information in order to analyze 

and verify the phenomenon. For the study of all objectives the following methodology is 

adopted. 

• Primary data 

• Secondary data 

 
Primary data: 

 
The primary data comprises information obtained by through detailed discussions with 

Managers and from the meeting with officials, staff and workers of the particular company 

during the period to arrive at certain conclusions about the study. 

Secondary data: 
 

Secondary data means the data which is already existed in the form of records etc. 

The secondary data has been collected from information through Annual Reports ,Public 

Report and other Printed Materials supplied by the Company. 

Managers and supervisors of the organization have also been interviewed to 

elicit necessary information on the basis of non –structured schedules. And secondary was 

collected from the company’s manuals and office records pertaining to production, 

marketing, personal and financial position. 
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 LIMITATIONS OF THE STUDY: 

 
The following are the limitations of the present study:- 

• Because of the limitations regarding length of the project and available time 

many factors that need detailed analysis couldn’t be discussed in detail. 

• The accuracy of the study is based on the accuracy of the data presented in the 

annual reports of the company. 

• The study is limited to a period of six weeks. 

• Limited financial ratios were used for the analysis as a result, it maynot generate 

accurate information. s 
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INDUSTRY PROFILE OF URBAN CO-OPERATIVE BANKS 
 

AN OVERVIEW OF BANKINGSECTOR 
 

Indian banking system has undergone a number of remarkable changes during six 

decades of post-independence period. Though it is very difficult to present all the changes, an 

attempt is made herein under to present the important changes. 

1. Nationalization of Reserve Bank of India: The Reserve Bank of India was established on 

April 1, 1935 as shareholders‘bank. The first major step taken by the Union Government of 

India in the field of Indian Banking was the nationalization of Reserve Bank of India on 

January 1, 1949. It is a symbol of financial sovereignty and stability of the country. It holds 

the ultimate reserves of the Nation, controls the flow of purchasing power - whether currency 

or credit, and acts a banker to the State. 

 
 
2. Nationalization of State Bank of India: The State Bank of India was set up in July 1955, 

under the State Bank of India Act, 1955, when it took over assets and liabilities of the former 

Imperial Bank of India. The Imperial Bank was the biggest commercial bank in the country. 

The State Bank of India functions/serves as the agent of Reserve Bank of India at places 

where it has a branch and where the Reserve Bank of India has no branch. 

 
3. Nationalization of major Commercial Banks: A significant change in the field of 

commercial banking since Independence was the nationalization of banks with deposits of 

Rs.50 core or more. The objective of bank nationalization in 1969 was to remove the ownership 

and control of a few industrial enterprises over the commercial banks. This move aimed at preventing 

the concentration of income and wealth in the hands of a few. 

 
4. Co-operative Banks: The Co-operative banks have been established under Cooperative 

Societies Acts of different states. The co-operative movement was started in 1904 with a 
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view to provide financial assistance to agricultural sector. 
 
5. Regional Rural Banks: The Regional Rural Banks are the new banking institutions which 

have been added to Indian Banking Sector since October 2, 1975. The primary objective of 

Regional Rural Banks is to develop the rural economy by providing credit and other facilities 

particularly to the small and marginal formers. 

 
6. National Bank for Agricultural and Rural Development (NABARD): The NABARD has 

emerged as an apex refinancing institution for agricultural and rural credit in the country 

since July 1982. It has taken over the financing function of Reserve Bank of India in respect 

of State Co-operative Banks and Regional Rural Banks, and it provide all types of production 

and investment credit to agriculture, for small scale industries, cottage and village industries 

and other allied economic activities. 

 
7. Development Banks: Development Banking or the Institutional Banking System has been 

introduced in India mainly to provide medium-term and long-term capital for industry and 

agriculture. 
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Functions of Banks 
 

A. Primary Functions of Banks 
The primary functions of a bank are also known as banking functions. They are the main 

functions of a bank. These primary functions of banks are explained below. 

1. Accepting Deposits 
The bank collects deposits from the public. These deposits can be of different types, such as:- 

 
• Saving Deposits 

 
• Fixed Deposits 

 
• Current Deposits 

 
• Recurring Deposits 

 

Saving Deposits 
This type of deposits encourages saving habit among the public. The rate of interest is low. 

Withdrawals of deposits are allowed subject to certain restrictions. This account is suitable to 

salary and wage earners. This account can be opened in single name or in joint names. 

Fixed Deposits 
Lump sum amount is deposited at one time for a specific period. Higher rate of interest is 

paid, which varies with the period of deposit. Withdrawals are not allowed before the expiry 

of the period. Those who have surplus funds go for fixed deposit. 

Current Deposits 
This type of account is operated by businessmen. Withdrawals are freely allowed. No interest 

is paid. In fact, there are service charges. The account holders can get the benefit of overdraft 

facility. 

Recurring Deposits 
This type of account is operated by salaried persons and petty traders. A certain sum of 

money is periodically deposited into the bank. Withdrawals are permitted only after the 

expiry of certain period. A higher rate of interest is paid. 

 
2. Granting of Loans and Advances: The bank advances loans to the business community and 

other members of the public. The rate charged is higher than what it pays on deposits. The 

difference in the interest rates (lending rate and the deposit rate) is its profit. 
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The types of bank loans and advances are:- 
• Overdraft 

 
• Cash Credits 

 
• Loans 

 
• Discounting of Bill of Exchange 

 
 

a. Overdraft 
This type of advances is given to current account holders. No separate account is maintained. 

All entries are made in the current account. A certain amount is sanctioned as overdrafts 

which can be withdrawn within a certain period of time say three months or so. Interest is 

charged on actual amount withdrawn. An overdraft facility is granted against a collateral 

security. It is sanctioned to businessman and firms. 

b. Cash Credits 
The client is allowed cash credit up to a specific limit fixed in advance. It can be given to 

current account holders as well as to others who do not have an account with bank. Separate 

cash credit account is maintained. Interest is charged on the amount withdrawn in excess of 

limit. The cash credit is given against the security of tangible assets and / or guarantees. The 

advance is given for a longer period and a larger amount of loan is sanctioned than that of 

overdraft. 

c. Loans 
It is normally for short term say a period of one year or medium term say a period of five years. 

Now-a-days, banks do lend money for long term. Repayment of money can be in the form of 

installments spread over a period of time or in a lump sum amount. Interest is charged on the 

actual amount sanctioned, whether withdrawn or not. The rate of interest May be slightly lower 

than what is charged on overdrafts and cash credits. Loans are normally secured against 

tangible assets of the company. 

d. Discounting of bill of exchange 
The bank can advance money by discounting or by purchasing bills of exchange both 

domestic and foreign bills. The bank pays the bill amount to the drawer or the beneficiary of 

the bill by deducting usual discount charges. On maturity, the bill is presented to the drawer 

or acceptor of the bill and the amount is collected. 
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B. Secondary Functions of Banks 
The bank performs a number of secondary functions, also called as non-banking functions. These 

important secondary functions of banks are explained below 

1. Agency Functions 

 
The bank acts as an agent of its customers. The bank performs a number of agency functions 

which includes:- 

 
 

• Transfer of Funds 
 

• Collection of Cheques 
 

• Periodic Payments 
 

• Portfolio Management 
 

• Periodic Collections 
 

• Other Agency Functions 
 
 

2. General Utility Functions 
The bank also performs general utility functions, such as:- 

 
• Issue of Drafts, Letter of Credits, etc. 

 
• Locker Facility 

 
• Underwriting of Shares 

 
• Dealing in Foreign Exchange 

 
• Project Reports 

 
• Social Welfare Programs 

 
• Other Utility Functions 
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Co-operative banks in india 
 

Co-operative Banks in India is created to financing needs of agriculture, retail trade, 

small industry and self-employed business in urban, semi-urban and rural areas. A distinctive 

feature of the co-operative credit structure in India is its heterogeneity. The co-operative 

banking structure is differ from Urban, Rural and States. Urban areas are served by Rural Co- 

operative Banks, Rural Areas are served by Rural Co-operative Banks and State Co-operative 

bank serves the whole state. The Co-operative banking sector is the oldest segment of the 

Indian Banking System. In recent years Reserve Bank of India (RBI), and National 

Agriculture and Rural Development Bank (NABARD) have taken several important steps to 

improve the Co-operative Banking system in India. 

 
There are six types of co-operative banks are working in India and they are - 

 
 

• Primary Agriculture Credit Societies 
 

• Central Co-operative Bank 
 

• State Co-operative Bank 
 

• Primary Co-operative Agriculture and Rural Development Banks 
 

• State Co-operative Agriculture and Rural Development Banks 
 

• Urban Co-operative Banks 
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Organizational structure of co-operative credit institutions 
 

Co-operative banks, with their extensive branch network and localized operational 

base, play a key role in the development process, in general and credit delivery and deposit 

mobilization, in particular. Different segments of the co-operation banking sector address 

specific credit needs of diverse sections of the population, both in terms of location as well as 

tenor. While co-operatives enlarge the reach of banking, both geographically and socio- 

economically, their conduct of banking business often poses a number of challenges, 

especially in terms of high levels of loan delinquency. Their large number also poses a 

challenge to regulation. This is compounded further by regulatory overlaps among several 

supervisors, including the Reserve Bank, the State Governments and the National Bank for 

Agriculture and Rural Development (NABARD). 
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Co-operative Credit 
Institutions 

Figure:-3.1 
 

STRUCTURE OF INDIAN CO-OPERATIVE CREDIT 
INSTITUTIONS 
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Structure of co-operative credit institutions 
 

The co-operative credit structure occupies a formidable and almost indispensable 

place in the rural credit scenario of the country. The co-operative banking structure in India 

comprises Urban Co-operative Banks and Rural Co- operative Credit Institutions. Urban Co- 

operative Banks consists of single tier, viz. Primary Co-operative Banks. The rural co- 

operative credit institutions structured into separate arms for short-term credit structure and 

long-term credit structure. Short-term co-operative credit institutions have a federal three-tier 

structure consisting of a large number of Primary Agriculture Credit Societies (PACS) at the 

grass root level, District Central Co-operative Banks (DCCBs) at the district level and State 

Co- operative Banks (SCBs) at the state level. The smaller states and union territories have a 

two-tier structure with SCBs directly meeting the credit requirements of PACS. The long- 

term rural co-operative structure has two tier, viz State Co-operative Agriculture and Rural 

Development Banks (SCARDBs) at the State level and Primary Co- operative Agriculture 

and Rural Development Banks (PCARDBs) at the talukalevel. 

Primary Agricultural Credit Societies lie at the root of the co-operative credit structure 

of the country which covers the short and medium term credit needs of our farmers. The 

PACS are generally organized on the Raiffeisen model. Their members have unlimited 

liabilities and they contribute their share capital. This institution raises funds by way of share 

capital, membership fees, deposits of members and non- members and loans from District 

Central Co-operative bank and the Government. 
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District Central Co-operative Banks (DCCBs) 
 

A District Central Co-operative Bank generally functions within a three-tier structure 

in almost all the provinces excepting a few provinces where it functions in a two-tier 

structure. Under a three-tier structure form, it acts as the link between the Apex Bank at the 

top and societies and individuals the base as its constituent members. The Apex Bank is 

known as the State Co-operative Bank formed separately for each province affiliating all the 

District Central Co-operative Banks one for every district within the province. The DCCBs 

manage their funds from sources like share capital, deposits, borrowing from State Co- 

operative Banks and other societies; DCCBs serve as an important link between these 

societies at the base level and the money market of the country. 

State Co-operative Banks (SCBs) 
 

The State Co-operative Bank is the apex bank of co-operative sector in the state. The 

SCBs are formed by federating all District Central Co-operative Banks in a particular state. 

Practically, the SCB is the balance provider to the co-operative movement in the sense that 

they collect surplus funds of DCCBs and other co- operative institutions and pass them on to 

those, which require such resources. The SCBs raise its funds by way of share capital 

(subscribed to by the affiliated DCCBs, reserve funds, loans from the State Bank of India, 

other commercial banks and inter- bank borrowings. The SCBs furnish loans to the DCCBs  

in order to enable them to help in promoting the lending activities of the primary credit 

societies. 

So in a nutshell, as far as the rural community is concerned, the co-operative network 

is unparallel in terms of the reach. 
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It consists of a short-term structure with 31StateCo-operativeBanks (SCBs) with862branches, 

367DistrictCentralCo-operative Banks (DCCBs) with 12,600 branches and 1, 08,779 Primary 

Agriculture Credit Societies (PACS). Besides these, a long-term structure with 20 State Co- 

operative Agriculture and Rural Development Banks (SCARBs) having 864 branches, 727 

Primary Co-operative Agriculture and Rural Development Banks (PCARDBs) with 1008 

branches are purveying long term Credit to farmers. 

Urban Co-operative Banks (UCBs) 
 

Among the non-agricultural credit societies urban co-operative banks occupy an 

important place. They cater to the credit needs of people residing in urban areas. The co- 

operative movement in India officially started with the establishment of the co-operative 

credit societies Act, 1904. After the enactment of this act, Primary Co- operative Credit 

Societies were set up in the urban areas, called the urban co-operative banks, with the 

objective of promoting sustainable banking practices among the lower and middle income 

strata of the urban population. Urban co-operative banks are also called Primary Co-operative 

Banks  (PCBs)  by  the  Reserve  Bank  of  India.  The  RBI  defines  PCBs  as  ―small  sized  co- 

operatively organized banking units which operate in metropolitan, urban and semi urban 

centers to cater mainly to the needs of small borrowers, viz. owners of small scale industrial 

units, retail traders, and professional and salaries classes.‖ 

These banks are being organized on a limited liability basis, generally extend their 

area of operation over a town and advance loans mostly to the small traders, artisans, and 

salary earners on personal security as well as against gold, silver and government certificates 

viz. NSC, KVP, etc. An urban co-operative bank is registered under the law relating to the co-

operative societies as it prevails in the state in which the society is established. 



18  

Initially these banks were being managed and governed by the State Governments under the 

provision of their respective Co-operative Societies Act. Later, these were brought under the 

scope of the Banking Regulation Act, 1949, with effect from 1st March, 1966. With this, the 

UCBs are organized under dual control of Reserve Bank of India and the respective State 

Government. Urban co-operative banks with multi- state presence are also regulated by the 

Central Government and registered under the Multi-State Co-operative Societies Act. 

The consolidation of the UCB continued as the number of UCB came down from 1579 

in 2015 in 2017.The reserve bank had order closure of six UCB in September 2016 on 

account of charges of money laundering. 

Performance of UCBs 
 

Growth in asset of UCB witnessed moderation during 2016-2019 as compared to the 

previous year. Slowdown in growth of assets was led by lower growth in other assets of UCB 

loan & advances grew by about 12% and contributed. 

Income and Expenses of UCB’S- Variation in Percent 
 
 

The UCB performed well in term of return on equity (ROQ). Net interest margin (NIM), 

however marginally moderated there was declaration growth of the interest income and 

interest expense while the growth in other income and other operating expense increased 

2014 operating expense increased 2014-2015. 

Asset quality 
 

The gross non performing advances (GNPA) ratio witnessed an increase in 2016-2017 over 

previous year with the GNPA ratio rising to 6.0 percent at end –march 2017 from 5.7 percent 

at end march 2016 net NPA ratio also increased from 1.2 percent to 2.7% during the same 

period. At end –March 2017, provision grew at a lower rate than the increase in gross NPA 
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resulting in a lower provisioning coverage ratio as compared to the previous year. 
 

Development with regard to UCBs 
 

The high powered committee on urban co-operative bank (chairman shri. R.Gandhi) 

recommended, inter alia that the UCB registered under multi state co-operative societies act, 

2002 and with busine3ss size (deposits plus advances) of 200 billion or more may be 

considered for conversion into commercial banks while UCBs of smaller size willing to 

convert to small finance bank (SFBs) can apply to some of the forward looking co-operative 

banks have developed sufficient core competencies to such an extent that they are able to 

challenge state and provide sector banks. 

 
 

Brief history of urban cooperative banks in india 

The Bank was formed in 1872 in Manchester, UK. The Co-operative banks in INDIA 

have a history more than 100 years. The Co-operative banks are an important constituent of 

the Indian Financial System. Co-operative Banks in India are registered under the Co- 

operative Societies Act. The cooperative bank is also regulated by the RBI. They are 

governed by the Banking Regulations Act 1949 and Banking Laws (Co-operative Societies) 

Act, 1965. These banks were conceived as substitutes for money lenders. 

The origins of the urban cooperative banking movement in India can be traced to the 

close of nineteenth century when, inspired by the success of the experiments related to the 

cooperative movement in Britain and the cooperative credit movement in Germany such 

societies were set up in India. Cooperative societies are based on the principles of 

cooperation, mutual help, democratic decision making and open membership. Cooperatives 

represented a new and alternative approach to organization as against proprietary firms, 

partnership firms and joint stock companies which represent the dominant form commercial 
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Urban co-operative banks are those co-operative banks which do banking business in urban 

areas. There functions are similar to those of commercial banks but their organization is like 

to those of co-operative societies. 

The term 'Urban Co-operative Bank' has not been uniformly defined. The different 

states have defined these banks differently. An urban co-operative bank normally confirms its 

operation to the municipal limits of a town. Nowadays, the urban co-operative banks play a 

significant role in the national economy. They have achieved a remarkable success in various 

areas of co-operative banking. 

In the past, poor and backward class people were exploited by petty moneylenders to 

the extent that they were debt-bound all their lives with the opening of co-operative banks 

branches in rural areas. They have been able to back masses at grass root level and by 

providing soft loans to farmers and small traders. Co-operative banking has become a part of 

their lives. These poor and backward people are now not only borrowing but also depositing 

money in co-operative banks. 

For the co-operative banks in India, co-operatives are organized groups of people and 

jointly managed and democratically controlled enterprises. They exit to serve their members 

and depositors and produce better benefit and services for them. Professionalism in 

cooperative banks reflects the co-existence of high level of skills and standards  in 

performing, duties entrusted to an individual. Co-operative banks have completed 100 years 

of existence in India. They play a very important role in the financial system. The cooperative 

banks in India form an integral part of our money market today. Therefore, a brief resume of 

their development should be taken into account. The history of cooperative bank goes back to 

the year 1904. In 1904, the co-operative credit society act was enacted to encourage co- 

operative movement in India. But the development of cooperative banks from 1904 to 1915 

was the most disappointing one. 
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The first phase of cooperative bank development was the formation and regulation of 

cooperative society. The constitutional reforms which led to the passing of the Government  

of India Act in 1919 transferred the subject of “Cooperation” from Government of India to 

the Provincial Governments. 

 
Role of urban co-operative banks 

 
Urban Co-operative Banks have an important role to play in several respects and  

some of them are listed below: 

First and foremost, they can organize and bring together middle and working classes 

in urban and semi-urban areas and inculcate in them the habits of thrift and self-help and 

acquaint them with the elements of ordinary banking principles. 

The mobilization of savings by urban co-operative banks and the consequent drawing 

of urban resources into the apex and central co-operative banks which are in need of funds to 

finance the rural, industrial and other functional co-operatives can contribute to general 

economic development. 

They can make certain essential banking facilities such as remittance of funds and so on, 

available in areas which may not be considered suitable for commercial banking and to 

persons who may not be able to get such manners from commercial banks; and they can 

provide intelligent, experienced and active leadership to the cooperative movement including 

the central and apex cooperative banks, which in view of their federal character draw their 

directors from member's institutions. 

 
 

Role Of co-operative banking in India: 

 

Co-operative banks are much more important in India than anywhere else in the world. The 

distinctive character of this bank is service at a lower cost and service without exploitation. It 
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has gained its importance by the role assigned to them, the expectations they are supposed to 

fulfill, their number, and the number of offices they operate. Co-operative banks role in rural 

financing continues to be important day by day, and their business in the urban areas also has 

increased phenomenally in recent years mainly due to the sharp increase in the number of 

primary co-operative banks. In rural areas, as far as the agricultural and related activities are 

concerned, the supply of credit was inadequate, and money lenders would exploit the poor 

people in rural areas providing them loans at higher rates. So Co-operative banks mobilize 

deposits and purvey agricultural and rural credit with a wider outreach and provide 

institutional credit to the framers. Co-operative bank have also been an important instrument 

for various development schemes, particularly subsidy- based programmed for poor. 

The Co-operative banks in rural areas mainly finance agricultural based activities 

like co-operative Banking. 

➢ Framing 
 

➢ Cattle 
 

➢ Milk 
 

➢ Hatchery 
 

➢ Personal finance 
 

The Co-operative banks in urban areas finance in activities like; 
 

➢ Self-employment 
 

➢ Industries 
 

➢ Small scale units 
 

➢ Home finance 
 

➢ Consumer finance 
 

➢ Personal finance 
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The exponential growth of co-operative banks is attributed mainly to their much better 

contacts with the local people, personal interaction with customers, and their ability to catch 

the nerve of the local clientele. The total deposits and landings of co-operative banks are 

much more than the old private sector banks and the private sector banks 

 
 

Key points 
 

➢ Primary agricultural societies are excluded from the scope of the banking regulation 

act 1949. 

➢ The minimum capital requirement is only Rs. 1 lakh for banks; 
 

➢ A cooperative bank can not engage in any trading activity (except of government and 

approved securities); 

➢ Cooperative banks have to maintain a cash reserve ratio of 3% of NDTL in cash and 

current accounts with RBI and other notified banks. Scheduled cooperative banks 

have to maintain CRR under the RBI act in an account with RBI. Overall the cash 

reserve ratio requirements are lower than that for commercial banks; 

➢ Cooperative banks need to maintain statutory liquidity ration of 25% of NDTL in the 

form of gold, balances with state cooperative banks and in unencumbered approved 

societies; 

➢ Cooperative banks cannot hold more 5% of private capital of any other cooperative 

society; 

➢ RBI can determine the banking policy for the advances to be made by cooperative 

banks; 

➢ Cooperative banks should have applied for a license from RBI to carry on banking 

business; 
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➢ Cooperative banks and societies have to submit various returns to RBI regarding 

CRR/SLR, assets and liabilities, unsecured loans to directors, advances to priority and 

weaker sector, shareholding in cooperative societies, non –performing assets and 

audited balance sheet, profit and loss account of statutory audit report as per the 

periodicity prescribed for different statements. 

Reforms of urban cooperative banks 

The urban co-operative banking sector, being an integral part of financial system, RBI 

has brought in a series of reforms in it. 

Narasimham Committee Recommendations (High Powered Committee) 
 

The Committee suggested that RBI should review the entry norms in respect of UCBs and 

prescribe revised prudent minimum capital norms for them. To achieve an integrated 

system of supervision over the financial system, the Committee recommended that UCBs 

should also be brought within the ambit of the Board of Financial Supervision. In 

response to the recommendations of the Committee, the Reserve Bank set up a High 

Powered Committee on Urban Co- operative Banks under the Chairmanship of Shri 

K.Madhava Rao, Former Chief Secretary to Government of Andhra Pradesh, to review 

the performance of UCBs and suggest measures to strengthen them. The committee gives 

its views on important areas such as follows: 

Licensing Policy: 
 

In the new liberalized regime, licensing policy for new UCBs is expected to be not 

only transparent, but also precise and objective, based on established standards and 

procedures. Moreover, the procedures governing these licensing norms have to be 

simple and minimal. 
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Dual Control: 
 

One of the problem areas in the supervision of UCBs is the duality in control by 

the State Government and the Reserve Bank. Since UCBs are primarily credit institutions 

meant to be run on commercial lines, the responsibility for their supervision devolves on the 

Reserve Bank. Therefore, while banking operations pertaining to branch licensing, expansion 

of areas of operations, interest fixation on deposits and advances, audit and investments are 

under the jurisdiction of the RBI, the managerial aspects of these banks relating to 

registration, constitution of management, administration and recruitment, are controlled by 

the State Governments under the provisions of the respective State Co-operative Societies 

Act. The Narasimham Committee (1998) recommended that this duality of control be done 

away with and the responsibility of regulation of UCBs be placed on the Board for Financial 

Supervision. This will require amendment of the Multi-State Co-operative Societies Act, 

1984, State Co-operative Societies Act, and the Banking RegulationAct. 

Corporate Governance: 
 

Good corporate governance is essential for the effective functioning of any 

financial entity. To this end, the Madhava Rao Committee suggested that at least two 

directors with suitable professional qualification and experience should be present on the 

Boards of UCBs and that the promoters should not be defaulters to any financial institutions 

or banks and should not be associated with chit funds, NBFCs, co-operative banks, 

commercial banks as Director on the Board ofDirectors. These recommendations would need 

to be examined intensively before formulating policy actions in this regard. 
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Capital Adequacy: 
 

The Narasimham Committee (1998) had raised the issue of extending capital 

adequacy prescription for co-operative banks. Accordingly, the Committee recommended  

that the co-operative banks should reach a minimum 8 per cent CRAR over a period of five 

years. The findings of the Madhava Rao Committee on UCBs also reiterated that a majority 

of the UCBs was in favour of extending the CRAR discipline to UCBs. However, the ability 

of the UCBs to raise additional capital for the purpose has been limited by certain features 

viz., inability to make public issue of capital and that, they can raise capital only from 

members, subject to an overall ceiling and restrictions imposed by the various Acts (State Co- 

operative Societies Act and Multi- State Co-operative Societies Act, 1984) which constrains 

the number of shares that an individual canhold. 

Legislative Reforms: 
 

The Narasimham Committee in its Report had rightly observed that a legal 

framework that clearly defines the rights and liabilities of the parties to contract and provide 

speedy resolution of disputes is the essential bedrock of the process of financial 

intermediation and UCBs are no exceptions. Accordingly, the Government had appointed an 

Expert Group under the Chairmanship of Shri T.R. Andhyarujina, Former Solicitor General 

of India, to suggest appropriate amendments in the legal framework affecting the banking 

sector. The Committee would address amendments in the various external Acts affecting 

banking sector such as, the Transfer of Property Act, foreclosure laws, Stamp Act, Indian 

ContractAct,DRTAct,etc.TheCommittee,initsReportsubmittedinApril,2000,  recommended 

the inclusion of a new law for granting statutory powers directly to banks (and financial 

institutions) for possession and sale of securities aid a loan, enabling framework for 

securitization of receivables and strengthening recovery mechanism. 
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Unlicensed and Weak banks: 
 

The existence of a large number of unlicensed banks has become a serious cause 

for concern to regulators. The main reason for proliferation of such banks has been a mild 

screening process in the past. In view of the regulatory discomfiture that such banks impose 

on the system as a whole, it has been suggested that these banks be licensed, provided they 

satisfy the quadruple criteria of (a) minimum prescribed CRAR, (b) net NPA ratio not 

exceeding 10 per cent, 

(c) have made profits continually for the last three years, and (d) have complied with the RBI 

regulatory directions. 

One issue of serious concern regarding UCBs is the delay/ non-submission of returns 

within the stipulated time frame. In particular, UCBs are required to submit two types of 

returns (statutory returns and control returns) to the Reserve Bank with a view to exercise 

adequate supervision over them. Unfortunately, there is often a serious delay in the 

submission of these returns by individual banks. Non-availability of adequate and timely data 

would no doubt have serious effect on timely policy action. In this context, UCBs have to 

improve their statistical reporting system and bridge the wide gap in data availability as 

compared to that of commercial banks. 
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Industry and origin 

COMPANY PROFILE 

 

The Gudivada co-operative urban bank has its origin back to the preindependence period. It 

was one among the co-operative bank established in A.P. consequent to the enactment of co- 

operative act of 1904 and 1912,the Gudivada co-operative urban bank was registered under 

number 1482 and was established on 13th march 1915 by well Educated and prominent people at 

Gudivada a small town in the central part of Krishna district A.P. 

Objectives and mission 

The bank was established with a primary objective of providing banking facilities and 

financial assistance to the small and medium business people, artisans and other poor and weaker 

section of the society of Gudivada and its peripheral areas. 

The mission statement of the bank is “EACH FOR ALL AND ALL FOR EACH” 
 
Since its establishment of the management believes in the basic philosophy and strives hard to 

achieve the overall objectives of the Bank. 

Management: 

Sri T. Gopala Krishnamurthy a famous advocate in Gudivada along with 23 founder members 

from various segments of the society establish the bank under his president ship 

• The bank was started in 1915 with member ship strength of only 11 members. 

• The initial share capital of the bank in 1915 was Rs.2623 only. 

• Since the prominent people contributed to the management of the bank. 

• Today the management consist of one president and eleven directors elected by 24169 

members. 
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The board of directors at present who constitute the top management is as follows SRI 
 

P. Poorna Veeraiah Chairman 
 

Sri T. S.S.R Chowdary CEO 
 

Sri M. Krishna Mohan Director 
 

Sri Ch. Venkata Rameshbabu Director 
 

Sri B. Tirupathayya Director 
 

Sri Md. Kasim Director 
 

Sr. S. Rangarao Director 
 

Sri. S. Bogeswa Rao Director 
 

Sri S. Suri Babu Director 
 

Sri P. Sri Venkateswara Rao Director 
 

Sri T. Satyanarayana Director 
 

Sri D. Uma Kumar Director 
 

Sri M.R. Prasad Prof Director 
 

Sri P. Srinivas Rao Prof Director 
 
 
 

The organisation structure of the bank 

The organisation structure consists of B.O.D at the top which is conferred with 

necessary power from the general body of the bank. The body confers some power to the 

president and secretary of the bank who will run the activities of the bank. 
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The human resources of the bank: 

The human resources of the Bank consists of 64 members at present working at different 

hierarchical position. They include both male and female staff with pay sale as per A class bank 

enjoying all the facilities on par with their counter parts in other commercial banks. 

Growth of the bank 

Since its inception in 1915 till 2016 the bank has been showing a very sound and 

successful performing and achieve a well planned and faster growth in all aspects during these 

101 years 

Growth in other aspects 

Branches 
 

Abnormally growing form a single 1915 , the bank is at present operating with 3 branches 

in Gudivada, on branch at pamarru and one branch at gudlavalleru the peripheral areas of 

Gudivada. 

Area of operations 
 

With increase in branches the bank has got opportunity for a wider rich into Gudivada and its 

peripheral areas. 

Business hours 
 

Out of 3 branches operating in Gudivada town , 2 branches are operating as evening 

branches working from 5:30 PM to 8:30 PM for all transactions. 

Own premises 
 

In 1915 bank started in private building on lease now the bank is having its own buildings for 

all of its branches. 
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Specific achievements and rewards 
 

The gudivada cooperative urban bank is classified as “A class bank by the audit 

department since the deposit surpassed Rs 50 crore. The deposits accounts of Rs. 1 lakh and 

below are insured with the deposits insurance and credit guarantee cooperation. 

Loans provide Co- operative urban bank 
 

2. MEMBERS 
 

a) Short term loan 

b) Medium term loan 

c) Long term loan 

d) LAP (OD) 

e) Gold loans 
 

3. Non member 
 

a) Deposit loans 

b) Staff loans 

c) Staff loans OD 
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THEROTICAL FRAME WORK 
 
 
The basis for financial analysis, planning and decision making is financial statements which 

mainly consists of Balance sheet and profit and loss account he profit and loss account show the 

operating activities of the concern and the balance sheet depicts the balance valve of the acquired 

assets and of liabilities at a particular point of time . 

However, the above statements do not disclose of all the necessary and relevant 

information for the purpose of obtaining the material and relevant information necessary for 

ascertaining the financial strengths and weakness of an enterprise, it is necessary to analyse the 

data depicted in the financial statement. 

The financial manager has certain analytical tool which helps in financial analysis and 

planning. The main tools are Ratio analysis and cash flow analysis. We will discuss the ratio 

analysis. The term financial ratio can be explained by defining how it is calculated and what the 

objective of this calculation is. 

Calculation Basis 
 

A relationship expressed in mathematical terms between two individual figures or group of 

figures connected with each other in some logical manner. And selected from financial 

statements of the concern. 

Objective for financial ratios is that all stakeholders (owners, lenders, employees etc) can draw 

conclusions about the performance (past, present, and future) strengths and weakness of the firm. 

The ratio analysis is based on the fact that a single accounting figure by itself may not 

communicate any meaningful information but when expressed as a relative to some other figure, 

it may definitely provide some significant information. 

Ratio analysis is not just comparing different numbers from the balance sheet, income statement, 

and cash flow statement; it is comparing the number against previous years, other companies, the 

industry, or even the economy in general for the purpose of financial analysis. 
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Types of ratios 
 

The ratios can be classified into following four board categories 

Liquidity ratios 

Leverage ratios 

Activity ratios 

Profitability ratios 

Liquidity ratios 

The ability of the firm to meet its short term payment commitments is called liquidity. Liquidity 

refers to ability of a concern to meet its current obligations as and when these become due. The 

short term obligations are met by realizing amounts from current, floating or circulating assets. 

The current asset either be liquid or near liquidity. These should be convertible into cash for 

paying obligations of short term nature. Short term lenders and creditors of a business are very 

much interested to know its state of liquidity because of their financial stake. Traditionally, two 

ratios are used to highlight the business liquidity. These are current ratio and quick ratio. Other 

ratios include cash ratio. 

➢ Current ratio 
 
Current ratio = current assets/ current liabilities 

 
It may be defined as the relationship between current assets and current liabilities. 

 
This ratio is known as working capital ratio. It is a measure of measure of general liquidity and is 

most widely used to make the analysis of a short term financial position or liquidity of a firm. It 

is calculated by dividing the total of current assets by total of current liabilities. 
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➢ Quick ratio 
 
Quick ratio = quick assets / current liabilities 

 
The quick ratio is sometimes called acid test ratio and is one of the best measure of 

liquidity. The quick ratio is a much more conservative measure the current ratio. It helps answer 

the question: if all sales revenues should disappear, could my business meet its current 

obligations with the readily convertible quick funds on hand? 

An acid test ratio of 1:1 is considered satisfactory unless the majority of quick assets are 

in accounts receivables, and the pattern of accounts receivables collection lags behind the 

schedule for paying current liabilities. 

➢ Absolute cash ratio 
 
Absolute cash ratio = absolute liquid assists / current liabilities 

 
The cash ratio measures the absolute liquidity of the business. This ratio considers 

only the absolute liquidity available of the firm. A subsequent innovation in ratio analysis, the 

absolute liquidity ratio eliminates any unknown surroundings receivables. The absolute liquidity 

ratio only tests short term liquidity in terms of cash and marketable securities. 

Leverage ratios 
 

Long term solvency any financial strength is indicated by capital structure ratio. These ratios 

signify the effect of various sources of finance. They also picture as to whether the firm is 

exposed to serious financial strain or is justified in the use of debt funds. The leverage ratios may 

be defined as those financial ratios which measures the long term stability and structure of the 

firm. These ratios indicate the mix of funds provided by owners and lenders and assures the 

lenders of the long term funds with regard to periodic payment of interest during the period of 

the loan and repayment of principal amount on maturity. 
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➢ Debt equity ratio 
 
Debt equity ratio = (debt \ equity capital) * 100 

 
This ratio indicates the proportion of the debt fund in relation to equity. This ratio is very 

often referred in capital structure decision as well as in the legislation dealing with the capital 

structure decision. Lenders are also very keen to know this ratio since it shows relative weights 

of debt and equity. 

➢ Proprietary ratio 
 
Proprietary ratio = (equity / total assets)* 100 

 
Proprietary found includes equity share capital, preference share capital, reserves and 

surplus excludes factitious assets. 

➢ Debt total asset ratio 
 
Debt total assets ratio = (total debt / total assets)* 100 

 
It is used to identify the proportion of debt in total assets 

 
➢ Fixed asset to net worth ratio 

 
Fixed assets to net worth ratio = (fixed assets/ net worth)*100 

 
It will identify the relation between fixed assets and shareholders fund. 

 
Fixed assets to long term fund ratio = (fixed assets/long term funds)*100 

 
It is used to identify the relationship between fixed assets and long term funds. 

 
Activity ratios / turn over ratios 

 
The firm employee’s activity ratios also referred to as turn over ratios or assets. 

Management ratios, measure how efficiently the assets. These indicate the ability of the firm to 

generate revenue per rupee of investment in its assets. these ratios are based on the relationship 
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between the level of activity, representative by sales or cost of goods sold , and the investment in 

various assets viz, inventories , receivables, fixed assets , etc. The important turn over ratios is 

➢ Inventory turnover ratio 
 
Inventory turnover ratio = cost of goods sold / average inventory 

 
This ratio establishes the relationship between the cost of goods sold during the year and 

average inventory held during the year. Very often inventory turnover is calculated with cost of 

sales instead of sales. 

➢ Debtors turnover ratio 
 

Debtors turnover ratio = total sales / total debtors 
 

In case firm sells goods on credit, the realization of sales revenue is delayed and the 

receivables are created. The cash is realized from these receivables later on. The speed with 

which these receivables are collected affects the liquidity portion of the firm. 

➢ Creditors turnover ratio 
 
Creditors turnover ratio = total purchases / total creditors 

 
It is used to identify the total time taken for payment of creditors 

 
Profitability ratios 

 
These ratios are basic indicators of the profitability of the firm. The operating efficiency of the 

firm and its ability to ensure adequate to return to its share holders depends ultimately on the 

profits earned by it. Profitability is measured of efficiency and the search for it provides an 

incentive to achieve efficiency. The profitability of the firm can be measured by its profitability 

ratios. The profitability results of the firm can be evaluate in terms of its earnings with reference 

to given level or assets or sales or owners interest etc. 
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➢ Gross profit ratio 
 
Gross profit ratio = (gross profit / sales) *100 

 
Gross profit ratio indicates the management ability in producing each unit of product. 

 
➢ Return on equity ratio 

 
Return on equity (ROE) = (profit after tax / net worth) *100 

 
Return on equity measures the profitability of equity funds inversed in the firm. This ratio 

reveals how profitability of the owner’s funds has been utilized by the firm. Return on equity is 

of the most important indicators of a firm profitability and potential growth. 

➢ Net profit ratio 
 
Net profit ratio = (net profit / sales) * 100 

 
The net profit ratio is simply the after tax profit of a company generates for each rupee of 

revenue. Net profit margin very across industries, making it important to compare a potential 

investment against its competitors. 

➢ Earnings per share 
 
Earnings per share = profit after taxes / no of equity shares 

 
The profitability of a firm from the point of view of ordinary share holders can be measured 

in terms of number of equity shares. This is known as earning per share. 

➢ Dividend per share 
 
Dividend per share = Total dividend paid by company / know of equity shares 

 
Earning per shares as started above reflects the profitability of a firm per share; it doesn’t 

reflect how much profit is paid as dividend and how much is retained by the business. Dividend 

per share ratio indicated the amount of profit distributed to share holder per share. 
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➢ Operating ratio 
 

Operating ratio = (cost of goods sold / sales) * 100 
 
The operating expenses ratio shows relationship between the sales and cost of goods sold other 

operating expenses. It indicates favourable amount of operating income to meet interest 

dividend. 

➢ Dividend payout ratio. 
 
Dividend payout ratio = earnings per share / dividend per share 

 
It is used to identify the total payment of dividend from its earnings per share 

 
➢ Interest coverage ratio 

 
Interest coverage ratio = earnings before interest & taxes / earnings before tax 

 
It is used to identify the impact of interest payment on company earnings or profit. 
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Data Analysis and Interpretation 
 

Current ratio: 
 

It may be defined as the relationship between current assets and current liabilities . 
This ratio is know as working capital ratio. It is a measure of measure of general liquidity and 
is most widely used to make the analysis of a short term financial position or liquidity of a 
firm . it is calculated by dividing the total of current assets by total of current liabilities . 
Thus, 

 
Current ratio = current assets/ Current liabilities 

 
Current ratio for the year 2014-2019 

 
Year Current assets Current Liabilities Current ratio 

2014 - 2015 289559929.02 12899158.43 22.447 

2015 - 2016 327081878.35 11364095.43 28.78 

2016 - 2017 416658428.35 925290095 45.030 

2017 - 2018 562373175.68 11195883.83 50.2303 

2018 - 2019 1364175277.49 8800726.36 15.5007 
 
 

interpretation 
 

If current ratio thumb rule 2:1 ,the companys total current assets is greater than total 
current liabilities ,the present situation of the company current assets are just enough to 
pay down the short term obligations. 
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Absolute liquid ratio: 
 

The relationship between the absolute liquid assets and current liabilities is established by 
this ratio. Absolute liquid assets take into account cash in hand, cash at bank, and 
marketable securities or temporary investments. It is computed by dividing the absolute 
liquid assets by current liabilities. 

 
 

Absolute liquid ratio for the years 2014-2019 
 

year Cash &marketable 
securities 

Current liabilities Cash ratio 

2014-2015 259100460.4 12899158.43 20.086 

2015-2016 209676968.35 11364095.43 18.450 

2016-2017 402573858.35 9252900.95 43.5078 

2017-2018 542898946.68 11195883.83 48.4909 

2018-2019 338705363.49 8800726.36 38.4860 

 
 

 
 

Interpretation: 

The absolute liquid ratio thumb rule is 0.5: 1 it eliminates account receivables from the list of 
liquid assets. It is observed that the cash ratio will be increased in the year 2018-2019. 
Because of the cash and marketable securities is not greater than 50% . 

 
. 
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Current asset to proprietary fund ratio: 

This ratio is calculated by dividing the total of current assets by the amount of 
shareholders funds. The ratio of current assets to proprietor’s funds in terms of percentage 
would be 

Current assets to proprietors funds ratio = current assets /shareholders fund 
 

Current assets to proprietor’s funds for the year 2014-2019 
 

Year Current assets Proprietary fund Current to 
proprietary 
fund 

2014-2015 289559929.02 247336634 1.1707 
2015-2016 327081878.35 518497157.74 0.6308 
2016-2017 416658428.35 318170554.16 1.3095 
2017-2018 562373175.68 327156485.06 1.7189 
2018-2019 1364175277.49 340885623.48 4.0018 

 
 

Interpretation: 
 

This ratio indicates the extent to which proprietors funds atre invested in current assets 
there is NO rule of thumb for this ratio and depending up on the nature of business. When 
compared to the last 4 years the current assets to proprietary fund will be increased in 
2018-2019. 
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Debt equity ratio : 
 

Debt-to-Equity ratio is the ratio of total liabilities of a business to its shareholders' equity. It 
is a leverage ratio and it measures the degree to which the assets of the business are financed 
by the debts and the shareholders' equity of a business 

Debt equity ratio = total liabilities / share holders funds 
 

Debt to equity ratio for the years 2014-2019 
 

Year 
Total Liabilities Share holders 

Equity 
Debt toEquity 

Ratio 

2014-2015 1221981394.76 247336634 5.9405 

2015-2016 1357494519.87 301497157.7 4.5025 

2016-2017 273570554.16 318170554.16 0.859 

2017-2018 1483344401.78 327156485.06 4.0534 

2018-2019 1524642304.22 340885623.48 4.472 

 
 

Interpretation: 
 

High debt to equity ratio is unfavourable because it means that the business relies more on 
external lenders thus it is at higher risk, especially at higher interest rates. An increasing trend 
in debt to equity ratio is also alarming because it means that the percentage of assets of a 
business which are financed by the debts is increasing. 
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Fixed asset to proprietary fund ratio: 
 

It is also known as net worth ratio or equity ratio is used to evaluate the soundness 
of the capital structure of a company. It is computed by dividing the stockholders equity by 
total assets. 

Fixed asset to proprietary fund ratio = fixed asset / proprietary fund 
 

Fixed asset to proprietary fund ratio for the years 2014-2019 
 

years Fixed asset Proprietary fund Fixed asset to 
proprietary fund 
ratio 

2014-2015 27339259.03 247336634 0.1105 
2015-2016 32036261.98 518497157.74 0.617 
2016-2017 35604207.73 318170554.16 0.1119 
2017-2018 28570786.34 327156485.06 0.08733 
2018-2019 26916192.83 340885623.48 0.0789 

 
 

 

 
Interpretation: 

 
The fixed assets turnover ratio has been consistently increasing in 2015-2016. It indicates 
that fixed assets have been effectively used in the business without much additional 
investment. Capital is not blocked in fixed assets. There is no thumb rule to interpret this 
ratio by 60 to 65 % is considered to be a satisfactory ratio in case of industrial undertakings. 
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Proprietary ratio: 
 

Proprietor’s funds or shareholders funds. It is usually considered that higher the 

proprietary ratio the better it is for all those concerned with the firm. Share holders’ funds 
include equity share capital plus all reserves and surpluses items. 

Proprietary ratio = Shareholder funds / total assets 
 

Proprietary ratio for the years 2014-2019 
 

Yea
r 

Shareholder funds Total assets Proprietary ratio 

2014-2015 247336634 1484106758.95 0.1666 
2015-2016 518497157.74 1646729199.89 0.003 
2016-2017 318170557.16 1773317868.69 0.179 
2017-2018 327156485.06 1789213184.01 0.182 
2018-2019 340885623.48 1837524986.40 0.185 

 
 

Interpretation: 
 

The proprietary ratio shows the contribution of stock holders in total capital of the 
company. A high proprietary ratio indicates a strong financial position of the company in 
2014-2019 . A low proprietary ratio indicates that the company is already heavily depending 
on debts for its operation in the year2015-2016 . A large portion of debts the total capital 
may reduce creditors interest and risk of bankruptcy. 
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Fixed asset ratio : 
 

The fixed asset ratio is a type of solvency ratio ( long term solvency ) which is found by 
dividing total fixed assets of a company with its long term funds . it shows the amount of 
fixed assets being financed by each unit of long term funds . 

Fixed asset ratio = fixed asset / long term funds 
 

Fixed asset for the years 2014-2019 
 

year Fixed assets Long term funds Fixed asset ratio 

2014-2015 27339259.03 1219781395.49 0.0224 
2015-2016 32036261.98 1357494519.87 0.023 
2016-2017 35604207.73 273570554.16 0.130 
2017-2018 28570786.34 1483344401..78 0.0192 
2018-2019 26916192.83 1524642304.22 0.0176 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Interpretation: 
 

Ideally fixed assets should be sourced from long term funds and current assets should from 
short term funds|current liabilities. But here ,in this institution ratio will be less than 1 that 
indicates long term funds of the company are more than its net fixted assets,it means that a 
company has sufficient long term funds to cover its fixed assets. When compared to the 
above graph the fixed asset ratio is slightly increased the year2016-2017. 
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Earning per share : 
 

Earning per share or basic earning per share is calculated by subtracting preferred 
dividends fro by them net income and dividing by the weighted average common shares 
outstanding. The earnings per share are .. 

Earning per share = net profit after interest & tax/ no. of equity shares 
 

Earning per share for all the years 2014-2019 
 
 
 
 

Yea
r 

Net profit after tax 
& 
interest 

No. of equity 
shares 

Earning per share 

2014-2015 13362082.82 880000 15.1841 
2015-2016 15642747.70 880000 17.7758 
2016-2017 20582830.09 2080000 9.89559 
2017-2018 24736924.85 2080000 11.8927 
2018-2019 20777180.18 2080000 9.98902 

 
 

 

Interpretation: 
 
 

Earning per share is the most commonly used data which reflects the performance and 
prospects of the company it affects the market price of share. It shows a persistent increase 
till the year 2010 after that in the 2011. Earning per share is followed by a downfall due to 
decline in profits. Here the earning per share is shows a persistence increase in the 
year2015-2016, after that in the year 2016-2017 earning per share is followed by downfall 
due to decline in profits. 
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Return on net worth ratio : 
 

Return on net worth is a measure of the profitability of a company expressed in 
percentage . we calculate it by dividing the net income of the firm in question by 
shareholders equity . the net income used is for the past 12 months. 

Return on net worth ratio = net profit after interest & tax/ share holder funds 
 

Return on net worth ratio for all the years 2014-2019 
 
 
 
 

Years 
Net profit after 
interest & tax 

Share holder funds Return on net 
worth ratio 

2014-2015 13362082.82 247336634 5.402 
2015-2016 15642747.70 518497157.74 3.016 
2016-2017 20582830.09 318170554.16 6.46 
2017-2018 24736924.85 327156485.06 7.56 
2018-2019 20777180.18 340885623.48 6.095 

 
 

 

Interpretation: 
 

The net profit after interest and tax have increased slowly till the year 2014 followed by the 
down fall due to high interest rate payments , operating expenses and taxation liabilities . 
consequently the networth ratio has declined considerably and has reduced to more than 
half in the year 2015 than it was in 2014. 
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Funded debt ratio : 
 

Funded debt is a companys debt that matures in more than one year or one business cycle 
. this type of debt is classified as such because it is funded by interest payments made by the 
borrowing firm over the term of the loan . 

Funded debt ratio = funded debt / total capitalization 
 

Funded debt ratio for all the years2014-2019 
 

Years Funded debt Total capitalization Funded debt ratio 

2014-2015 1219781395.49 1467118029.49 0.8314 
2015-2016 1357494519.87 1658991677.61 0.818 
2016-2017 273570554.16 1792781908.4 0.152 
2017-2018 1483344401.78 1810500886.84 0.819 
2018-2019 1524642304.22 1865528027.7 0.8172 

 
 

Interpretation: 
 

Here in this , a ratio of funded debt is less than 1, translates to the fact that a greater 
portion of a companys assets is funded by equity. When compared to the above graph the 
ratio will be less than 1 because of the company total capitalization will be increased except 
in the year 2016-2017.The present situation of the company is satisfactory. 
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Findings: 

➢ The company maintains the current ratio which was above the standard ratio because 

the current liabilities are decreased than the current assets of the company. 

➢ The debt equity ratio of the company is fluctuating during the period2016-2017. The 

company maintains high debt equity ratio when it was compared with the standard 

form . 

➢ The fixed asset ratio in the year 2016-2017 is high as compared to the other years so 

the company utilizes its fixed assets. 

➢ Easy repayment and less formality are the main factors determining customers 

selection of loans . 

➢ The earning per share is followed by a downfall due to decline in profits. 

➢ The net worth ratio of the company is gradually increased compared to its standard 

norms. The company position is satisfactory. 

➢ The fixed asset ratio of the company gradually low, compared to is standard norms 

because the company is lack of fixed assets to cover the short terms funds and current 

liabilities. 
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Suggestions: 
 
✓ The company needs sufficient long term funds to cover its fixed assets. 

✓ The urban cooperative banks to interviews new schemes for attracting new customers 

and satisfying the present one. 

✓ The bank needs to maintain the absolute liquid assets. 

✓ The bank must maintain high proprietary Ratio. Then there will be safety of 

shareholder funds and total assets. 

✓ The bank should maintain long term liabilities at the optimum level. 

✓ The bank must utilize its fixed assets more efficiently in order to generate more 

income. 

✓ The banks must decrease its debts so that the financial risk is reduced. 
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Conclusion: 
 

The financial statement provides a summarized view of the financial position and 

operation of the firm. Therefore, much can be learned about the firm, a careful 

examination of its financial statements as performance reports. Users of financial 

statements can get further insight about financial strengths and weakness of the firm if  

they properly analyze information reported in these statements. Management should be 

particularly interested in knowing financial weakness of the firm to take suitable corrective 

action. The plans of the firm should be laid down in view of the firms financial strengths 

and weakness. Thus, financial analysis is the starting point for making plans , before using 

any sophisticated forecasting and planning procedures. Understanding the past is a pre- 

requisite for anticipating the future. 
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INTRODUCTION 
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A STUDY OF WORK LIFE BALANCE WITH EMOTIONAL 

INTELLIGENCE IN KUSALAVA 

HYUNDAI,VIJAYAWADA 

Introduction: 

                   Emotional intelligence is the capacity to understand and manage your emotions. The 

skills involved in emotional intelligence are self-awareness, self-regulation, motivation, 

empathy, and social skills. Recently, it has become a bit of a buzz word in human resources 

departments across the globe but researchers are saying that it is time emotional intelligence is 

taken seriously. Embracing the nuances of human emotion in the workplace can have pragmatic 

benefits, such as better collaboration among employees and a happier workplace. 

                                                   Work life balance is a method which helps employees of an 

organization to balance their personal and professional lives. Work life balance encourages 

employees to divide their time on the basis on priorities and maintain a balance by devoting time 

to family, health, vacations etc along with making a career, business travel etc. It is an important 

concept in the world of business as it helps to motivate the employees and increases their loyalty 

towards the company. 

Factors of emotional intelligence are: 

1. Self-awareness: 

                Self-awareness means always knowing what you feel and what your feelings mean. 

You should also know how your feelings are affecting other people in your surroundings. 

You need to understand your strengths and weaknesses and be aware of what you need to to use 

them both appropriately. 

 

2. Self-regulation:    Next step after understanding your emotions is being in control of them. 

Sure, a leader gets a lot of stress. But they need to be in control of their negative feelings and use 

them constructively to solve problems, not yell or be angry. 

This is a mark of a good leader. They also hold themselves accountable. 

https://aboutleaders.com/leadership-a-thriving-or-surviving-state-of-mind/
https://aboutleaders.com/leadership-a-thriving-or-surviving-state-of-mind/
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3. Motivation: 

              People with high emotional intelligence are also very good at motivating themselves 

without needing external support. 

                This means that they have a high quality standard for themselves and others. 

Leaders with high emotional intelligence set goals and motivate themselves to reach those goals. 

They also have a great ability to motivate others by understanding what motivates them on an 

individual level. 

4. Empathy: 

                Empathy is an important part of any mindset, especially with leaders. You have to be 

able to put yourself into someone else’s shoes, understand them and approach them with 

something that they can relate to. 

                  Empathy plays an important role in handling conflict, making people see the bigger 

picture, and motivating others. 

5. Social skills: 

                 Leaders who have great social skills are good communicators both in the sense of 

translating ideas to their team and listening to their needs and complaints. 

              They are very good at recognizing problems and very open to hearing both good and 

bad news. They also know how to praise others and how to criticize them constructively. 

 

Factors effecting balance of work life are: 

1. Working hours 

2. Work loads 

3. Multiple roles 

4. Family requirements 

5. Physical comfort 

 

 

 

 

https://aboutleaders.com/6-tips-team-motivated/
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Need for study: 

                             The study of work life balance with emotional intelligence in kusalava 

Hyundai is mainly to know how employees are balancing their work life with their emotional 

intelligence. 

                               Emotional intelligence balances both work and life. The study of emotional 

intelligence helps to resolve the family disputes and the chance of diverse. 

                                The study of work life balance with emotional intelligence helps to build 

good relationships in family and the society. 

                                 Lack of work life balance leads to stress which leads to reduce productivity, 

absent seem of employees and change in the behaviour of employees.  
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Scope: 

                       The scope of the study is to increase the employee’s emotional intelligence at 

kusalava Hyundai and to help in future why some employees are outstanding performers while 

others are not.  

                      It is significant and interesting area for conducting the research. The study purpose 

is to know how employees manage their dual life. 

                     The study covers the various aspects in employee work life balance in 45 days 

period of time. 

                     .   

 

 

 

 

 

 

 

 

 

 

 

 



5 
 

Objectives: 

1. To know if employee’s work environment affect their dual life. 

2. To identify whether the structure of family influence on the work related stress. 

3. To identify whether their health is getting affected due to work. 

4. To comprehend EI and work life balance quotient impact on employee’s commitment. 

5. To examine the individual employees willingness to take advantage of flexible schedule. 

 

 

 

 

            

 

 

 

 

 

 

 

 

 

 



6 
 

Research methodology: 

              Research methods are the methods or techniques employed by researcher in conducting 

research operations. A researcher must design his methodology that is in addition to the 

knowledge of methods/techniques one has to apply the methodology as well.  

 Methodology is a systematic procedure of collecting information in order to analyze and 

verify a phenomenon. 

 

 Data Collection: 

       Data is collected by using both primarily and secondary data sources. These in detail are as 

follows:  

     1. Primary data 

The primary data is collected through the structured, non-disguised questionnaire and by 

observation method.  

      2. Secondary data 

 The secondary data have been collected from published material of the subject from the 

various sources of publications and internet. 

Sampling Technique 

Out of 123 employees 104 employees are selected as sample unit by using Simple 

Random Technique. The data was collected through questionnaire and the questionnaire contains 

27 questions which are close- ended.  
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Limitations: 

 

1. There is a greater tendency of the fluctuation in the response and behavior 

of the respondents. 

2. It is also difficult to analyze the psychological problems of the employees 

towards their stress levels. 

3. Employees are not free to give all information for the study 

4. The time is not sufficient for doing study because the study is conducted in 

45 days only 
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The Indian auto ancillary industry has come a long way since it had its small beginnings in 

the 1940s. If the evolution of the industry is traced in India, it can be classified into three distinct 

phases namely period prior to the entry of Maruthi Udhyog Ltd, period after the entry of Maruthi 

Udhyog Ltd was characterised by small number of auto majors like Hindustan Motors, Premier 

automobiles, Telco, Bajaj and Mahindra, low technology and assured for most of the auto-

component manufactures. 

Industry Basics 

The Rs. 127 bn worth domestic auto ancillary industry is highly fragmented, with hardly 

any global scale capabilities. Capital costs for production of most components is not steep and 

technology though a key factor, relatively stable. In the price conscious replacement market, small 

scale unorganized sector is well entrenched, despite its low quality. Auto ancillary what is driving 

growth in India. OEMS (Original Equipment Manufacturers) are mainly catered to by organized 

sector. The Industry prospects are again linked to the domestic auto sector including replacement 

market. 

The cars and bikes come to us as a single unit. However, to get these machine marvels on 

the road, the manufacturer uses as many as 5000+ components. The total raw material cost of a 

manufacturing company is around 65% of net sales. Increasing competition affects company’s 

bottom line thereby resulting into lower profitability, declining returns in terms of net profit and 

capital employed. Here enters in the Indian opportunity and advantage. With increasing pressure 

on margins, global players have started to outsource from countries, which improve their bottom 

line. 
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Why Indian Manufacturers 

Existing Indian scenario the Indian market is the second largest two-wheeler and tractor 

manufacturing and fifth largest commercial vehicle manufactures. A large domestic market has 

proved a base for industry to be a global player. Auto component industry has growth by 17% in 

the last five years, while exports have performed the Indian market during the same period growing 

at 25%. The industry is expected to growth to US $ 2 bn in the current fiscal and US $ by 2010. 

Skilled Labor at Cheaper Cost 

Skilled labor is one of the key requirements in this industry that is available in plenty and 

that too at a comparatively cheaper rate. Staff expenditure is as low as Rs. 100 per hour as 

compared to Rs. 900 in USA. Consider the case of Bharat Forge, which is into manufacturing of 

forging, where skilled labor is the key requirements. Company’s cost is less that 10% of net 

revenues, while companies, manufacturing forging in US spend almost 30% of sales revenue on 

labor          

Quality Standard 

Indian norms are stiff enough to restrict chain from entering the Indian market. Through chains 

market is the largest automobile market, they could can’t enter into the India. Market many of the 

Indian manufactures meet the international quality certification and also meet the global 

automotive standards as well. In sort the global auto manufactures requirements can source quality 

components from India, why doubt that the time ahead would be golden years for auto ancillary 

industry 

Industry Highlights 

• The Rs. 127 bn worth domestic auto ancillary industry is highly fragmented, with hardly any 

global scale capabilities. 
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• Capital costs for production of most components is not steep and technology though a key factor, 

relatively stable. 

• . In the price conscious replacement market, small scale unorganized sector is well entrenched, 

despite its low quality. 

• OEMS (Original Equipment Manufacturers) are mainly catered to by organized sector. 

• The Industry prospects are again linked to the domestic auto sector including replacement 

market. 

 
Auto Components Industry 

The Indian auto components industry has an esteemed production of US $ 10 billion. The 

spiraling demand from domestic and international auto companies have been this sector emerging 

as one of the growing manufacturing sector in India and globally. 

Surge in automobile industry since the nineties has led to robust growth of the auto 

component sector in the country. In tandem with the industry trends, the Indian component sector 

has shown great advances in recent years in terms of growth, spread, absorption of new 

technologies and flexibility. Indian auto component industry has seen major growth with the 

arrival of world vehicle manufactures from Japan, US and Europe. Today, India is emerging as 

one of the key auto components centre in Asia and is expected to play a significant role in the 

global automotive supply chain in the near future. 

Today, the auto- component industry has emerged as a highly competitive segment of the 

manufacturing sector. Indian auto component industry is wide and has been one of the fastest 

growing segments of auto sector. During the year 2007-08, the auto component industry continued 

its high growth path and emerged as one of the fastest growing sector in Indian engineering 

industry by clocking 21% growth output during the year. The industry crossed a total turnover of 

over US $15 billion, with exports of US $ 2.9 billion during the year. It supports industries like 
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automobiles, machine tools, steel aluminium, rubber, plastic, electrical, electronics, forgings and 

machining. India has also emerged as an outsourcing hub for auto parts for international companies 

such as Ford, General Motors, Daimler Chrysler, Fiat, Volkswagens and Toyot 

Growing Capabilities of Indian Component Suppliers 

1. Proficiency in understanding Technical drawings and well conversant in all Global 

Automotive standards. American, Japanese, Korean, European standards etc. 

2. Appropriate automation leading to economic production costs. 

3. Flexibility in small batch production. 

4. Growing IT capability for design, development & simulation. 

5. Respect for intellectual property. 

 
The Indian automotive industry has grown at a CAGR of 14% p.a. over the last 5 years sales 

of vehicles around 9 million vehicles in 2005-06. It has potential to emerge the largest in the world, 

presently India is 

1. 1st largest two wheeler market in the world. 

2. 5th largest commercial vehicle market in the world. 

The industry has emerged as a key contributor to the Indian economy. The developments in 

the Indian auto component industry can be traced to trade liberalization during the 1990’s that 

resulted in an influx of multinational automotive companies like ford, general motors, Hyundai, 

Mercedes-Benz, Peugeot, and Volvo into India. 

Consumers reacted favorable to the expanded set of offerings and consequently the demand 

for cars in India surged. For example, the sales if foreign brand cars grew from almost nothing 

before the entry of Hyundai in 1997 to 17% of the car market in the year 1998-99 to more than25% 

of the car market in 2004-05. The auto market, consisting of passenger vehicle, commercial 

vehicles, two wheelers, three wheelers and tractors, expanded from a sales level of 3.3 million 
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vehicles in the year 1995-96 to nearly 6.8 million vehicles during 2005-06. 

• The Indian auto component industry responded to these challenges by adding capacity and 

modernizing existing plants. Many firms entered into technical collaboration and equity 

partnership global tier-one suppliers. Global tier-one suppliers like Delphi and Visteon set 

manufacturing units in India. 

• During this period, there was significant growth in multinational companies, exports are still 

very compared to annual global auto component sales, which were $ 730 billion, there is a 

significant share of the sales components firms. 

• Before Maruthi, the auto component industry was characterized by low volumes, high 

fragmentation, negligible auto machine and consequently poor quality. Worth talking about. 

Maruthi challenged all that for the first time the Indian market hand volumes worth speaking 

of a product that was exportable and proper systems. 

• The key of course is the export- worthiness of the Maruthi, Zen mark by 1989-90, the 

component industry boomed in tandem, in the meantime, other Japanese majors like Honda, 

Yamaha, Toyota and Mitsubishi also flagged off two- wheeler and light commercial vehicles 

production 

• This paved the way for foreign collaborations in the component sector, and till date some 95 

Japanese alliances have been struck. Maruthi itself floated 11 joint ventures and has as many 

as 375 vendors. 

• The Indian auto component industry has an estimated production of US $ 10 billion. The 

spiraling demand from domestic and international auto companies has seen this sector 

emerging as one of the fastest growing manufacturing sectors in India and globally. 

The auto components industry is predominantly divided into five segments. 
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1. Engine Parts 

2. Drive Transmission & Seating Parts 

3. Suspension & Brake Parts 

4. Electrical Parts 

5. Body And Chassis 

 
According to the ACMA (Auto Components Manufacturers Association of India), the sector 

is set to grow at a CAGR of 15 per cent till fiscal 2012. This sector is now working towards an 

open market. A large number of joint ventures with leading global manufacturers have already 

been set up in the auto- components sector. And with India estimated to have the potential to 

become one of the top five auto component economies by 2025, the pace is expected to pick up 

even further. 

Moreover the automotive components industry is perceived as a lucrative sector with 

tremendous potential for foreign direct investments. The year 2007-08 saw the auto components 

sector soar with exports touching the US$ 5.9 billion in 2008-09, and touch US$ 20 billion in seven 

years owing to the huge and growing markets both within India,  and overseas. 

Domestic Investment 

The market is so large and diverse that a large number of players can be absorbed to 

accommodate buyer needs. The sector not only has global players looking to invest and expand 

but leading domestic component companies are also pumping in huge sums into expanding 

operations. 

1. Bharat Forge invested US$ 135 million in its Pune plant for increasing domestic capacity to 2, 

40,000 tones. 

2. Armtek Auto is expanding capacity of its castings unit to 70,000 tons per annum from 30,000 

TPA. 
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Foreign Investments 

India enjoys a cost advantage with respect to casting and forging as manufacturing costs in 

India are 25 to 30 per cent lower than their western counterparts. Seeing the growing popularity of 

India in the automotive component sector ( a whopping US$ 530 million in terms of foreign direct 

investment), the investment commission has set a target of attracting foreign investment worth 

US$ 5 billion for the next five years to increase India's share in the global auto components market 

from the existing 0.4 percent to 3-4 percent.  

1. Chrysler is setting up a local sourcing unit in Chennai and expected to start sourcing for its 

global plant by next year. 

2. Pal finger AG, the Austrian hydraulic lifting, loading and handling systems manufactures, 

has joined hands with Western Auto LLC, Dubai, the vehicle dealership arm of ETA Star 

group, have invested US$ 1.7 million to set base in India. 

3. IFCI Venture Capital Funds Ltd is launching a private equity fund in association with 

German consultancy UBF-B worth US$ 144.67 million focused entirely on domestic 

automotive components industry. 

4. Auto parts maker Robert Bosch of Germany will invest US$ 201.4 million in its Indian 

subsidiaries over the next two years. 

5. Japan's Omron Corporation, the leading manufacturers of automation components has set up 

the company's first production base on the subcontinent. 

6. Swiss company Reiter Automotive India aims to increase its production capacity in India and 

extend its product range to heat shields. 

 
Destination India 

The ACMA - Mc Kinsey Vision 2015 document forecasts the potential for the Indian auto 

component industry to be US$ 40-45 billion by 2015. Investments and exports in this segment are 

witnessing continuous growth. Global automobile manufactures see India as a manufacturing hub 

for auto components and are rapidly ramping up the value of components they source from India 
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due to 

1. The cost competitiveness in terms of labour and raw material 

2. Its established manufacturing base. 

3. Fine quality of components manufactured in India (used as original components for vehicles 

made by General Motors, Mercedes, IVECO and Daewoo among others). 

As a result, Japanese and British component manufacturers are seeking joint- ventures in 

India. Delphi, the auto component division of General Motors is planning to set up plants in India. 

Robert Bosch, auto parts maker of Germany has relocated manufacture of certain products to 

MICO, India. Crosslink International Wheels, Malaysia's leading automobile security provider has 

set up its manufacturing unit at Bade to make India the export hub for the SAARC region. 

Foreign auto makers, including Ford Motor Co., General Motors Corp., Honda Motors Co., 

Toyota Motor Corp., Daimler Chrysler AG and Hyundai Motor Co., are all looking to increase 

their presence in India and use it as an export hub. 

The Indian automotive export industry has made a global mark. Both the automobile 

industries along with the component industry in contributing to India's overall export effort. 

According to ACMA, more than a third (36 percent) of Indian auto component exports head for 

Europe, with North America featuring a close second at 26 percent. 

Growing Capacity of Indian Component Suppliers 

• Proficiency in understanding technical drawings and well conversant in all global automotive 

standards, American, Japanese, Korean, European standards etc. 

• Appropriate automation leading to economic production costs. 

• Flexibility in small batch production. 

• Growing IT capacity for design, development & simulation. 
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• Respect for intellectual property. 

The Indian automotive industry has grown at a CAGR of 14 percent p.a. over the last 5 years 

sales of vehicles reaching around 9 million vehicles in 2009-10. It has the potential to emerge the 

largest in the world. 

That was just the first step in the process of Indian component marks producing globally 

competitive products. The next best thing to happen to this sector was the recession of 1992-93. 

To maintain their viability, ancillary had little choice but to focus on export markets, and set up 

quality. This is evident in the spate of ISO 9000 certifications those component makers began to 

receive. Of the roughly 350 companies in this sector, at least 130 have bagged ISO 9000 

certification, something no other industry can boast of the step-up process has not ended with the 

Japanese innovation. Gradually manufactures from all parts of the world are making a beeline for 

India. 
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Kusalava International Ltd 

 

Kusalava International Ltd., was established in the year 1964. It was earlier known as 

Bharath Industries were it was started as a small work shop. But later the name was changed 

to Kusalava International Ltd., Today Kusalava International Ltd., is one of the largest cylinder 

liner manufacturer's in India. Started in the year 1964 as a small foundry under the visionary 

leadership of Mr. Kusalava Rao (Chairman) Kusalava International Ltd has transformed. The 

organization into a truly professional organization with revenues closed to 25 million USD. 

Today, Kusalava International Ltd., supplies engine components to original equipment 

manufacturers in India, USA, and Europe. The company has established itself as the preferred 

supplier of cylinder liners worldwide. 

 

Brand Name "Tiger Power" - The Tough Parts 

Today “Tiger Power" brand is most dynamic name in the cylinder liner manufacturing 

business. Kusalava International Ltd has nearly 40 years of industrial manufacturing 

experience in the field. Nearly 50 percent of the production goes to original equipment. 

Kusalava International Ltd., had geared up to meet the technological changes and world 

standards. It also understood the competition in the world market arose done to the 

establishment of World Trade Organization. 

Kusalava International Ltd has consistently delivered quality automotive components in 

line with the specific of automobile majors in India and for the market spare parts segments to 

various countries like US, Italy, New Zealand, Bangladesh, Australia, Malaysia, Thailand, 

Mauritius and the Middle East. 
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Vision of the Organization 

"To produce quality auto component products the matching best available in  the world 

in terms of innovative design features and endues at competitive cost deliverable in time and 

maximize customer satisfaction to ensure constant increase in market share and global presence 

for the company." 

 

Mission of the Organization 

1. To constantly strive for automation and technology up gradation of company's plant 

process and product. 

2. To maximize customer satisfaction and efficient use of resources at company's disposal to 

optimize production and minimize cost. 

3. To trigger higher demand for company's product both in domestic and international 

market thereby improve market share. 

4. To improve both top line and bottom line of the company to ensure optimum returns for 

all stake holders of the company. 

5. To make Kusalava a true global conglomerate through professional management, 

corporate governance initiatives and strict adherence to regulatory compliances. 



20 
 

 

Corporate Structure 
 

Kusalava Group 
(Private Owned) 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
Technical Facilities 

 
Foundry 

• Inductotherm Induction Furnace 

• Automated Carousel Machines 
• Shot Blasting Machine 

• Heat Treatment Facilities 
• Parting Off Machines 

 
Test Equipment 

• Spectro Lab 

• Zeiss Metallurgical Microscope With Photographic Attachment 
• Image Analyzer 

• Nodularity Testing Equipment 
• Universal Testing Machine 
• Vickers, Brinnel& Rockwell Hardness Testing Machines 

Auto Components 

Trading Services 

Hauler 

services 

Finance 

I.T 

Auto 

Component 

Auto Motive 

Manufacturing 
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Mile Stones in Tiger Power Manufacturing 
 
1972 - Started production of grey iron cylinder liners. Started to major road transport 

corporations (STU's) 

1987 - Became the major source for defence vehicle factory. 1990 - Exported its first 

consignment to New Zealand. 

1992 - Tiger Power became the major supplier of cylinder liner in after market. 1994 - 

Emerged as the largest cylinder liner manufacturing in India. 

1995 - Kusalava Commissions its first overseas office in Houston, Texas USA, ISO 9002 

certified. 

1996- Sales figures crossed of 1 million USD. Kusalava becomes a limited company. 1997 - 

Started WOS in USA, ( Wholly Owned Subsidiary). 

1998 - QS-9000 certified. 

1999 - Started production of Ductile Iron castings. 2000 - ISO/TS 16949 certified. 

2002 - Turn Over crosses 10 millions USD. 

2003 - Introduced Six Sigma process. Awarded by ACMA for best Six Sigma project. 

2004 - Introduced lean manufacturing practices. Received the best supplied award from Eicher 

Motors, for outstanding contribution to supply chain management. Awarded by ACMA for best 

six sigma project in 2004 again. 

2005 - Entered into an agreement with the Market Leader Dalton Sleeves, USA for supplying 

High Grade Ductile iron liner to the Drag Racing Market. 

2006 - Total PM Kick off on July 3rd 2006. Kusalava commissions new plant at pant agar, 

Uttarakhand. 

2007 - Turnover crosses 20 million USD. Kusalava commissions new plant at Visakhapatnam, 

Andhra Pradesh. 

2009 - Implemented SAP across four manufacturing locations. 
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Products 
• Cylinder Liners. 
• Compressor Sleeves. 

• Al - Fin Rings. 
• Piston Ring Castings. 

• Pistons. 
 
 
 
 

Products Range 
 
 

Manufacturing Range 
 

➢ Cars and MUV's -cars 
(Compact, Mid-Sized, Saloon, 
Sedan) SUV'S & MUV's. 

 
➢ Commercial Vehicles - 

Light, Medium, Heavy, 
Trucks & Pickup vans. 

 
➢ Tractors 

 
➢ Other applications - 

Suitable for Compressor 
Engines, Diesel Engines, 
Marine, Aeronautical & 
Locomotives. 

Manufacturing Capabilities 

 
 
 
 
 
 
 
 
 

"Tiger Power" - Tough Parts had dovetailed their process to give peak performance 

with best quality at affordable price - a tangible result. We are proud to say now "Tiger Power" 

- Tough Parts is complete Global. Most of the vehicle manufacturer in the Indian domestic 

market has tie up with International manufacturers like Mazda, Hino, Mercedes Benz, 

Mitsubishi etc. 

SI.no Parameter Dimension 

1 10 (Min-Max) 45to 300 mm 

2 OD (Min-Max) 48 to 310 mm 

3 TL (Min-Max) 65 to 400 mm 

4 Thickness 
(Min) 

1mm 

5 Material Greyiron, 
Ductile Iron 
&bainite 

6 Weight(Min- 
Max) 

1 to 100 kgs 

 



23 
 

Manufacturing Locations 
 

• Unit I - Area 61000 m2, Adavinekkalam Village. Aagiripalli (Mandal), Krishna District, 
AP, India-521212. 

• Unit II - Area 12000 m2, B-4, Industrial estate, Vijayawada. Krishna District, AP,  
India - 520007. 

• Unit - III - Area 14000 m2, Plot No.10, Sector - 2, IIE Pantnagar, Rudrapur, Uttarakhand, 
India - 263153. 

• Unit - IV- Area 30000 m2, Plot No. M-1, VSEZ, Duvvada, Visakhapatnam, AP,  
India - 530046. 
 

 
List of Domestic O.E.M Client 

 
Product wise market share comparison with competitor 

 
Company Collaboration TP share 
Ashok Leyland Ltd Hino-Japan and British 

Leyland 
100.00% 

Telco Mercedes Benz 70.00% 
Eicher Motors Mitsubishi 100.00% 
Bajaj Tempo Ltd Daimler Benz 100.00% 
Swaraj Mazda 100.00% 
V.S.T.Tillers Tractors Ltd Mitsubishi 100.00% 

 
 

And for the international market, Kusalava International Ltd has a start 5 years back and 

supplying the products after quality validation for the below customers interestingly, Kusalava has 

worked on tanderm with the above international collaborated Indian OEM’s to achieve their 

strength quality requirement both in foundry and machining. The above  OEM’s contribute 30% 

of Kusalava International Ltd turn over. Technical offer from Kusalava have played a vital role in 

establishing and understanding the international specification for the domestic OEM’s and had 

good report for working hand in hand to meet the drawing print specifications. And for the 

international market Kusalava International Ltd is supply in the products after quality validation 

for the below customers. 
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Domestic After Market 

Kusalava International Ltd has a good market share in domestic market with the “Tiger 

Power” brand and is the biggest liner manufacturer in India. Kusalava had well established off site 

warehouse and branch set ups across India for market and customer access. 

Kusalava had started supplying its products to the aftermarket under the brand name “Tiger 

Power” since 1982. It has a dominating presence in the aftermarket and enjoys the confidence of 

major engine rebuilders/recorders, OEM’s and machines. Currently it possesses a market share of 

35% in India and 30% in USA. Even exports a major share of its production to various countries 

across the globe viz., Italy, UK, France, New Zealand, Bangladesh, Australia, Malaysia, Thailand, 

Mauritius and the Middle East. It had wide-spread, well established networks in India, USA, 

Canada and Europe to serve its clients on 24×7 bases. Tiger power offers a wide range of “The 

Tiger Parts” like cylinders/sleeves, Value Seat Inserts, Value Guides, Tappets, Position Pins, 

Gaskets, Alvin Nickel Inserts, Cast Sleeves for aluminum blocks, Cast iron/Ductile Iron Pipes, 

Inertia Rings. 

Company Product 

Kusalava manufacturers liners/sleeves in both cast iron and S.G.Iron, Centric cast value seat 

insert and Alfin Piston insert. As a new development Kusalava has started manufacturing the 

engineering items out of its own technology like 3mts, Pipes for ash disposal for the thermal power 

plants, sugar crushers materials, and motor frames for the electrical motors. 

           Technology Upgradation 

Kusalava has developed the basic technical requirement for the manufacturing of their 

products and in line to develop the technical strength hires experts from Germany for upgrading 

the foundry technology in line to the international practices. 
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Till Kusalava had taken 3 round of expert’s views to validate their process to find  tune their 

existing process for better productivity. Most significantly, Kusalava deputes their technical 

managerial personal for the training in different institutes for better of their knowledge and 

practices. Mr. Prasad R.K. Chukkapalli, Managing Director of Company has visited Japan under 

AOTS programmed for 15 days technical training in quality systems during the 1st week of 

October 2nd.  

 
Network and Logistics in India 

At present Kusalava has central at Vijayawada and have warehouses and trained personnel 

across India for identification and follow up. Our own Fleet of trucks played role in logistics for 

on time deliveries as per customer’s requirements. The central warehouses in India are 

• Vijayawada 

• Chennai 

• Cuttack 

• Nagpur 

• Rajkot 

• Ghaziabad 

 

 

 

Technical Highlights 

 

• Have a track record of 45 years. Equipped with the latest technology (in houses) in the 

industry to manufacture any variety of cylinder liners as per customer requirements meeting 

international standards. 
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• Highly automated with state of the art technology having the complete manufacturing 

facilities in house. 

• Continuous R&D in house to have an edge over the competitions TS 16949 certified 

company. 

• Good brand image. 

• Major supplier to domestic OEM’s like Tata Motors Ltd., Ashok Leyland Ltd., Eicher 

Motors Ltd., Bajaj Tempo Ltd., Swaraz Mazda Ltd., VST Tiller Ltd., and International 

OEM’s as Tier 2. 

         Technical Facilities  

Machine Division 

• Mazak CNC Turning & Machining Centres. 

• Nagel Double Expansion Honing Machines. 

• Gehring Honing Machines. 

• Centre Less Grinding Machines with Auto Gauging. 

• High Productivity SPM’s. 

• Automated Phosphating Plant. 

Test equipment 

• Lk Co-Ordinate Measuring Machine. 

• Zeiss Roundness Tester. 

• Zeiss Contour Measuring Machine. 

• Taylor Hobson Surface Roughness Tester. 

• Dyna Scan Profile Projector. 

• Multi Gauge Inspection Equipment. 

• Eddy Current Crack Detector. 
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Total Man Power in Kusalava International Ltd. 
 

Designation 2016-17 
Managing director & directors 7 
Vice presidents 2 
Chief information officer 1 
General managers 6 
Engineers 27 
Sales officers 40 
Skilled workers 55 
Semi skilled workers 120 
Unskilled workers 1224 
Administrative staff 220 
Total 1702 

 

R & D Department 

The department develop the schedules according to the customer drawing and sent to the 

production department it develops all parameters of the company, makes research plans to decrease 

the cost of production and improve the productivity. 

Turnover 
 
The turn over as per the 2017 reports depicts that it has crossed the 20 million US dollars mark. The 

recent objective achieve a turnover of rupees 1200 crore and cost reduction by rupees 6 crore. 

SWOT Analysis 

 

Strengths 

• Automated carousel machines at foundry for higher quality and productivity. 

• Automation of machining process with CNC machines to produce  

complex, shapes with close tolerance and higher productivity. 

• Well equipped laboratory to check all incoming material, metal charges, in process and 

finished components. 

• In house tool room facility to meet die and tool requirements. 
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• Kusalava in completed with a sophisticated development competency for customized 

solutions. 

• Less oil consumption with enhanced engine life. 

• A perfect cross hatch finished with plateau parameters is produced while controlling the 

quality with plateau CNC honing machines. 

• Expertise in developing wet type D & E microstructure on OD for crossing resistance and 

type A & B microstructure on ID for lubrication and ware resistance properties. 

• The developmental lead time for new products in 4-9 weeks. 

• Price competitive at Kusalava means increasing production and reducing cost 

simultaneously, with its four decades of experience. 

 
Weakness 

A very few drawbacks have been sorted cut and they are very micro problems 

which can be kind of suggestions for the company. They are 

• As the company is driven by a huge man power, availability of man power is large and the 

laurels that can be spoken of a very few. So exposure to the outer world and communication 

with the other reputed factory employees ( through internet, industrial visits, guest lecturers) 

participate in many more certification and research which we certainly be another feather in 

the company’s cap. 

• Giving away details of recent development in their respective fields in form of broachers. 

• Availability of a provision which would help them climbs the hierarchical ladder to boost up 

their confidence and trust on the company regarding their future. 

• Recreation clubs shall help them install tem spirit and relaxation too. 

Opportunities 

 

• A bright future waits ahead for this company as there is lot of opportunities thronging in. 

• The company has many warehouses and respective all over the world (20 warehouses and 

15 representatives in USA, one representative each from Germany, France, Italy, and 

Spain, 47 warehouses in India). 
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• Expansion of the Kusalava Empire will be the next talk of the media if there be a good 

management which would lead the way. 

• Lot of opportunities await the employees too as there can be deputation provision to the 

other ware houses in other parts of the world. 

 

Threats 

 

• Personnel management is a real challenge to take up as it certainly dealing with man power 

and more the number the more is the problems. 

• Kusalava industries is right now driven by man power and very less involvement of 

automated machinery which can cause problems regarding their reputation but the installing 

of the automated machinery like the auto carousel machine, automated phosphate plant, short 

blasting machine, CNC and SPM machines solved the threats.  
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Emotional intelligence: 

 

Work and personal life were once considered to be two separate priorities. But with the changing 

times due to globalization and ever-increasing work pressures, maintaining work-life balance has 

attracted the attention of the organizations and employees as well. The employees who devote a 

crucial period of time of their entire day at work or sometimes work for extended hours, are 

faced with the challenge of balancing their personal lives with the demands of their profession. 

 

By understanding the importance of maintaining a healthy work-life balance, anyone will get 

motivated to take the necessary steps for achieving this balance. Work-Life balance is 

advantageous for the employees and organization as well. A balance between the work and 

personal life, helps in improving the employee productivity, morale and health condition. In fact, 

work-life balance should be a priority for all of us. An imbalance in any of the front will make 

the life difficult and pose several hazards or challenges in terms of health, happiness and 

emotional stability 

Emotional intelligence is the capacity to understand and manage your emotions. The skills 

involved in emotional intelligence are self-awareness, self-regulation, motivation, empathy, and 

social skills. Recently, it has become a bit of a buzz word in human resources departments across 

the globe but researchers are saying that it is time emotional intelligence be taken seriously. 

Embracing the nuances of human emotion in the workplace can have pragmatic benefits, such as 

better collaboration among employees and a happier workplace 

. 

Definition of emotional intelligence: 

 

Emotional intelligence is the capacity to understand and manage your emotions. The skills 

involved in emotional intelligence are self-awareness, self-regulation, motivation, empathy, and 

social skills. Recently, it has become a bit of a buzz word in human resources departments across 

the globe but researchers are saying that it is time emotional intelligence is taken seriously. 

Embracing the nuances of human emotion in the workplace can have pragmatic benefits, such as 

better collaboration among employees and a happier workplace. 
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Definition of work life balance: 

                                                   Work life balance is a method which helps employees of an 

organization to balance their personal and professional lives. Work life balance encourages 

employees to divide their time on the basis on priorities and maintain a balance by devoting time 

to family, health, vacations etc along with making a career, business travel etc. It is an important 

concept in the world of business as it helps to motivate the employees and increases their loyalty 

towards the company. 

Factors of emotional intelligence: 

1. Self-awareness: 

                Self-awareness means always knowing what you feel and what your feelings mean. 

You should also know how your feelings are affecting other people in your surroundings. 

You need to understand your strengths and weaknesses and be aware of what you need to to use 

them both appropriately. 

2. Self-regulation:     

Next step after understanding your emotions is being in control of them. Sure, a leader gets a lot 

of stress. But they need to be in control of their negative feelings and use them constructively to 

solve problems, not yell or be angry. 

This is a mark of a good leader. They also hold themselves accountable. 

3. Motivation: 

              People with high emotional intelligence are also very good at motivating themselves 

without needing external support. 

                This means that they have a high quality standard for themselves and others. 

Leaders with high emotional intelligence set goals and motivate themselves to reach those goals. 

They also have a great ability to motivate others by understanding what motivates them on an 

individual level. 

4. Empathy: 

                Empathy is an important part of any mindset, especially with leaders. You have to be 

able to put yourself into someone else’s shoes, understand them and approach them with 

something that they can relate to. 

                  Empathy plays an important role in handling conflict, making people see the bigger 

picture, and motivating others. 

https://aboutleaders.com/leadership-a-thriving-or-surviving-state-of-mind/
https://aboutleaders.com/leadership-a-thriving-or-surviving-state-of-mind/
https://aboutleaders.com/6-tips-team-motivated/
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5. Social skills: 

                 Leaders who have great social skills are good communicators both in the sense of 

translating ideas to their team and listening to their needs and complaints. 

              They are very good at recognizing problems and very open to hearing both good and 

bad news. They also know how to praise others and how to criticize them constructively. 

 

Factors effecting balance of work life are: 

1. Working hours 

2. Work loads 

3. Multiple roles 

4. Family requirements 

5. Physical comfort 

 

Techniques for improving emotional intelligence: 

1. Utilize an assertive style of communicating.  

2. Respond instead of reacting to conflict. 

3. Utilize active listening skills.  

4. Be motivated.  

5. Practice ways to maintain a positive attitude.  

6. Practice self-awareness.  

7. Take critique well.  

8. Empathize with others. 

 

Techniques for improving emotional intelligence: 

1.Retire the Nine-to-Five Mentality 

2. Offer Remote Working Options 

3. Tweak the Office Environment 

4. Promote Physical and Mental Health 

5. Adopt Paid Sick leave 
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Advantages of emotional intelligence at work place 

• Better Team-Work. It's undeniable that employees are able to work better on a team when they 

have higher emotional intelligence.  

• Better Office Environment. 

• Adjustments Can Be Made Easier. 

• More Self-Awareness.  

• More Self-Control.  

• Compassion.  

• Time's Managed Better.  

• There's More Motivation. 

 

Advantages of balance of work life: 

  A good work-life balance can enable staff to feel more in control of their working life and 

lead to: 

• increased productivity 

• less instances of sickness and absenteeism 

• a happier, less stressed workforce 

• staff feeling valued and that their personal and/or family life is important 

• improvements in employee mental health and well-being 

• more engaged staff 

• greater employee loyalty, commitment and motivation 

• staff less likely to leave 
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1. Normal working hours per day: 

Table-5.1 

S.No Attributes No. of respondents Percentage of 

respondents  

1 Less than 8 0 0% 

2 8 to 10 0 0% 

3 10 to 12 104 100% 

4 Above 12 0 0% 

 Total 104 100% 

 

   Graph:5.1 

 

 

Interpretation: 

From the graph it is clear that normal working hours per day is up 10 to 12 hours. 
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2. The following are the best feelings described by the employees due to stress in 

work life balance: 

Table-5.2 

 

  Graph:5.2 

 

Interpretation: 

It is evident from the chart, that majority of the respondents (61%) feel that 

balance of work life balance is stressful because of long working hours and 24% 

feel it is very stressful due to unrealistic targets, 15% employees feel slightly 

stressful to balance their work life. 
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S.No Attributes No. of respondents Percentage of 

respondents  

1 Very stressful 25 24% 

2 stressful 63 61% 

3 Slightly stressful 16 15% 

4 Not at all stressful 0 0% 

 Total 104 100% 
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3. Is employees are currently working under a flexible schedule: 

Table-5.3 

S.No Attribute No. of respondents Percentage of 

respondents  

1 Yes 37 35% 

2 No 67 66% 

 Total 104 100% 

 

      Graph:5.2 

 

Interpretation: 

From the above graph that it is clear that 66% of employees are not currently working under 

flexible schedule due to long working hours.34% of employees are working under flexible 

schedule.66% of employees who are working under inflexible schedule expect organization 

to provide flexible schedule. 
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4. If someone harms you in anyway what you will do. 

Table-5.4 

 

 Graph:5.4 

 

 

Interpretation: 

The above graph reveals that, majority of the respondents (96%) 

employees forget and move on if someone harms them and 4% employees don’t 

forget easily is someone harms them. 
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S.No Attributes No. of respondents Percentage of 

respondents 

1 I don’t forget easily 4 4% 

2 Try to take revenge 0 0% 

3 Forget and move on 100 96% 

 total 104 100% 
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5. Employees reaction towards their problem: 

 

Table-5.5 

S.No Attributes No. of respondents Percentage of 

respondents 

1 Positive way 104 100% 

2 Negative way 0 0% 

 Total 104 100% 

 

    Graph:5.5 

 

Interpretation: 

From the above graph cent percent of employees react to problems in positive way. 

According to individual human psychology people think that they are positive. 
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6. Can employees feel free to express anger in the working area: 

Table-5.6 

S.No Attributes No.of respondents Percentage of 

respondents 

1 yes 91 88% 

2 no 13 12% 

 total 104 100% 

 

   Graph:5.6 

 

Interpretation: 

It can clearly seen from the graph that majority 88% employees express anger freely and then 

let it go and they forget about that that problem. The remaining 12% of employees cannot 

express their anger freely and they don’t let the things go easily.  
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7. Employees allow others to see their fear when they are afraid: 

     Table-5.7 

S.No Attributes No.of respondents Percentage of 

respondents 

1 yes 21 20% 

2 no 83 80% 

 total 104 100% 

 

   Graph:5.7 

 

Interpretation: 

From the above graph it is clear that 80% employees do not allow others to see their fear 

because they feel if someone sees your fear others try to take advantage of it. The remaining 

20% employees allow others to see their fear which was an advantage to our rivals. People 

with good emotional intelligence don’t allow others to see their fear. 
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8.Can you receive help, as well as give it: 

Table-5.8 

S.No Attributes No. of respondents Percentage of 

respondents 

1 I can only receive help 

 

10 10% 

2 I can only give help 

 

19 18% 

3 Both a and b 

 

50 48% 

4 Neither a nor b 25 24% 

 Total 104 100% 

 

    Graph:5.8 

 

Interpretation: 

From the above graph 48% of employees can receive and give help while 24% employee’s 

can neither can give nor receive help, 18% employees can only give help while 10% 

employees can only receive help. The variation in receiving and giving help are due to 

difference in individual behaviour pattern. 
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9.Employees can say ‘NO’ without feeling guilty: 

Table-5.9 

S.No attributes No.of respondents Percentage of 

respondents 

1 Yes I can say 

 

10 10% 

2 No I can’t 

 

76 73% 

3 Sometimes depends on 

my situation 

28 27% 

 Total 104 100% 

 

  Graph:5.9 

 

Interpretation: 

From the above graph the majority 73% employees cannot say no without feeling guilty  

because they feel that others may get hurt while 27% can say no which is depends on the 

situation in this employees act according to the situation and 10% people can directly say no 

without any guilty because these 10% employees are straight forward and they does not care 

about what others feel.  
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10. Employees feeling when their work does not get recognized: 

Table-5.10 

S.No Attributes No. of respondents Percentage of 

respondents 

1 sad 7 7% 

2 angry 30 28% 

3 Frustrated 64 62% 

4 Try to improve 3 3% 

 Total 104 100% 

 

   Graph:5.10 

 

Interpretation: 

From the above graph the majority 62% employees get frustrated when there work does not 

get recognized, lack of recognition the employees performance get decreased and they get 

unmotivated  while 28% get angry and 7% feels sad when there work does not get recognized 

only 3% people try to improve.  
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11. Employees have ability to accept their mistakes: 

Table-5.11 

S.No Attributes No. of respondents Percentage of 

respondents 

1 yes 104 100% 

2 no 0 0% 

 Total 104 100% 

 

  Graph:5.11 

 

 

Interpretation: 

From the above graph cent percent of the employees have ability to accept their mistakes. 

Accepting their mistakes make employees to know where they are lacking.  

 

 

 

100%

0%
0

20

40

60

80

100

120

yes no

Pe
rc

en
ta

ge
 o

f r
es

po
nd

en
ts

You have ability to accept your mistakes



44 
 

12. If employees are sad do they allow themselves to cry: 

Table-5.12 

S.No Attributes No. of respondents Percentage of 

respondents 

1 cry silently 49 48% 

2 cry in front of others 0 0% 

3 don’t cry 55 52% 

 Total 104 100% 

 

Graph:5.12 

 

Interpretation: 

From the above graph 52% of employees don’t cry in front of others  because they are strong 

to control their emotions while 48% employees cry silently to forget their pain but they don’t 

let others to see that they are crying. 
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13. Ability of employees to recognise when they need help: 

Table-5.13 

S.No Attributes No. of respondents Percentage of 

respondents 

1 Yes I can recognize 

but don’t ask help 

7 6% 

2 Yes I can recognize 

and ask for help 

46 44% 

3 No, I don’t able to 

recognize 

51 50% 

 total 104 100% 

 

Graph:5.13 

 

Interpretation: 

From the above graph 50% they cannot able to recognize when they need help and 44% 

employees can able recognize when they need help and 6% they can recognize but  they don’t 

ask for help because they don’ feel comfortable to ask for help from others . 
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14. Can you strongly protest against mistreatment of self or other: 

Table-5.14 

S.No Attributes No.of respondents Percentage of 

respondence 

1 yes 104 100% 

2 No 0 0% 

 total 104 100% 

 

  Graph:5.14 

 

 

Interpretation: 

From the above graph cent percent can able to protest against mistreatment of self or others. 

Protesting against mistreatment of others help employees to build relationship between them 

and it shows unity among them.  
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15. Effect of long working hours on the efficiency of work of employees:  

Table-5.15 

S.No Attributes No. of respondents Percentage of 

respondents 

1 yes 104 100% 

2 No 0 0% 

 Total 104 100% 

 

     Graph:5.15 

 

 

Interpretation: 

From the above graph the scent percent of employees feels that working hours affect their 

efficiency because in the organization they have high working hours. Due to long working 

hour’s employees feel stressed by this the performance of the employees is decreased.  
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16. Employees ability to think from others point of view (when conflict arises): 

Table-5.16 

S.No Attributes No.of respondents Percentage of 

respondents 

1 yes 104 100% 

2 no 0 0% 

 Total 104 100% 

 

   Graph:5.16 

 

 

Interpretation: 

From the above graph the scent percent of employees are able to think from others point of 

view. Common human psychology they believe that they are empathetic. People with good 

EI will think from others point of view and try to understand problem of others. 
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17. Employees frequently adopt someone else idea instead of finding their own to be 

better: 

Table-5.17 

S.No Attributes No. of respondents Percentage of 

respondents 

1 yes 17 16% 

2 No 87 84% 

 Total 104 100% 

 

   Graph:5.17 

 

 

Interpretation: 

From the above graph 85% of employees do not adopt someone else idea instead of their 

because everyone think that there idea is best rather than others. People with good EI 

compares both idea and chose the best one.  while 15% of employees adopt others  idea than 

there idea because  lack of confidence towards their idea. 
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18. Amount of time that employees spend on their domestic activities: 

Table-5.18 

S.No Attributes No.of respondents Percentage of 

respondents 

1 Less than 2 hours 51 49% 

2 2-4 hours 53 51% 

3 4-6 hours 0 0% 

4 More than 6 hours 0 0% 

 Total 104 100 

 

  Graph:5.18 

 

 

Interpretation: 

From the above graph the majority 51% of employees spend 2 to 4 hours on domestic 

activities while 49% employees spend less than 2 hours due to less time in domestic activities 

employees feel stressed. They are feeling that organization does not have flexible working 

hours 
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19.Is employees work long hours or overtime during holidays : 

Table-5.19 

S.No Attributes No.of respondents Percentage of 

respondents  

1 Frequently 36 34% 

2 Sometimes 47 46% 

3 Occasionally 21 20% 

4 Rarely 0 0% 

5 Never 0 0% 

 Total 104 100% 

 

  Graph:5.19 

 
Interpretation: 

From the above 46% of employees sometimes work on holidays while 34% frequently work 

on holidays and 20% occasionally work on long works due to heavy work load they even 

work on holidays. 
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20. Amount of time employees spend in social gatherings: 

Table-5.20 

S.No Attributes No. of respondents Percentage of 

respondents 

1 Most of the time 15 12% 

2 Sometimes 72 70% 

3 Seldom 13 11% 

4 Always 0 0% 

5 Never 11 7% 

 Total 104 100% 

 

  Graph:5.20 

 

Interpretation: 

            From the above graph the majority 70% of employees sometimes able to attend social 

gathering in family. Where 12% of employees most of the time able to attend social gathering 

in family. The other 11% seldom able to attend social gathering in family. The remaining 7% 

employees never attend the social gathering in family because they are away from their native 

place. 
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21. Frequently of an employees to take their family out for vacation: 

Table-5.21 

 

       Graph:5.21 

 

Interpretation: 

From the above graph 70% of employees one in a year spent time for family vocation while 

12% employees spend time for family vocation once in 3 years and 12% twice in a year and 

8% employees never have time for family vocation. Spending time with the family vacation 

once in year decreases the stress and employees feel happy due to this performance of an 

employee increases.  
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S.no Attributes No.of respondents Percentage of 

respondents 

1 Twice in a year 29 12% 

2 Once in a year 45 70% 

3 Once in 3 year 0 12% 

4 Once in 5 year 0 0% 

5 Never 30 8% 

 Total 104 100% 
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22. Employees health getting suffered because of their work: 

Table-5.22 

S.No Attributes No. of respondents Percentage of 

respondents 

1 Strongly agree 20 19% 

2 Agree 50 48% 

3 Partially agree 25 25% 

4 Disagree 9 8% 

5 Strongly disagree 0 0% 

 Total 104 100% 

 

  Graph:5.22 

 

 

Interpretation: 

From the above graph the majority 48% employees agree that there health get suffering due 

to work while 19% strongly agree that long working hours and unrealistic target increases 

hypertension which leads to health problems. The remaining 25% partially agree that their 

health is suffering due to work. Whereas 8% employees disagree because they can manage 

both work and life. 
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23. Factor that motivate the employees to work: 

Table-5.23 

S.No Attributes No. of respondents Percentage of 

respodents 

1 Personal satisfaction 40 38% 

2 Financial independence 45 44% 

3 Support from family 19 18% 

4 Constructive utilization 

of time 

0 0% 

5 Any other 0 0% 

 Total 104 100% 

 

  Graph:5.23 

 

Interpretation: 

From the above graph the majority 44% of employees motivation to work is financial 

independence and 34% of employees motivation to work is personal satisfaction and 18% 

from support from family.  
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24. Amount of time employees misses to spend with their family due to work pressure: 

Table-5.24 

S.No Attributes No. of respondents Percentage of 

respondents 

1 Frequently 20 18% 

2 Occasionally 42 41% 

3 Rarely 28 27% 

4 Sometimes 14 13% 

5 Never 0 0% 

 Total 104 100% 

 

  Graph:5.24 

 

Interpretation: 

From the above graph the majority of 41% employees occasionally quality of time with their 

family while 27% employees rarely spent time with their family this leads to disputes in the 

family and 18% frequently spend time with their family. 

18%

41%

27%

13%

00

5

10

15

20

25

30

35

40

45

Frequently Occasionally Rarely Sometimes Never

Pe
rc

en
ta

ge
 o

f r
es

po
nd

en
dt

s

Time management with family



57 
 

25. The organization take any initiatives to manage work life of its employees: 

Table-5.25 

S.No Attributes No. of respondents Percentage of 

respondents 

1 Provide flexible work 

timings 

4 4% 

2 Provide leave to 

manage work life 

30 28% 

3 Provide job share 

option 

70 68% 

4 Allow work from 

home 

0 0% 

 Total 104 100% 

 

 Graph:5.25 

 

Interpretation: 

From the above graph 68% of employees says organization initiates to manage work life of 

employees by providing job share option. The job share option increases the relationship 

between the employees. The remaining 28% of employees feels organization initiate to 

manage work life by providing leave. 
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26. Employees suffer from Stress related diseases like hypertension etc: 

Table-5.26 

S.No Attributes No. of respondents Percentage of 

respondents 

1 Yes 90 88% 

2 No 14 12% 

 Total 104 100% 

 

  Graph:5.26 

 

 

Interpretation: 

From the above graph the majority 88% of employees suffer from stress related diseases due 

to unrealistic targets and long working hours where as 12% of employees do not suffer from 

stress related diseases. 
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27. Employees engagement in stress relieving programs:  

Table-5.27  

S.No Attributes No. of respondents Percentage  of 

respondents 

1 Yes 90 88% 

2 No 14 12% 

 Total 104 100% 

 

Graph:5.27 

 

Interpretation: 

From the above graph 88% of employees engage in stress related programs to reduce stress 

related diseases and to manage work life happily where as 12% does not engage in stress 

related programs. 
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FINDINGS: 
 

i. Knowing oneself majority of respondents were not completely aware of their 

capacities and emotions   

ii. Managing Emotions a lot of employees were not clear on how to manage emotions 

at work and home.  

iii. Motivating Oneself, Self awareness and realization of one’s goals and motivating 

oneself to achieve those goals in terms of relationships at work and also home.  

iv. Recognizing emotions in others, Being able to recognize the power of one’s 

emotions and also the power of influencing others close to you. Being able to 

understand why people behave differently in various situations is also EI  

v.  Handling relationships, finally being able to handle relationships at work and home 

successfully also is being EI. People with higher EI are able to manage both work 

related relationship with supervisor, Boss, subordinate, and at home with spouse, 

parents, friends in a successful manner. 
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SUGGESTIONS: 
 

➢ The organization has to take necessary measures for handling employee 

problems and try to resolve employee conflicts thereby creating job security, 

which will enable the employees to cope up with stress conditions in a better 

way. 

➢ Providing better physical environment and taking care for employee health 

issues helping the employees to overcome their psychological imbalance will 

reduce their work related stress and improve their performance. 

➢ Enabling employees proper leaves and vocation with there family. 

➢ Organization should extend more support towards the employees in all 

aspects and give sufficient time in meeting targets.  

➢ Organization must enable a social gathering to build good relation with 

employees  

➢ providing flexible work times, social activity creation for the employees will 

increase relationships among employees in the organization it helps to 

balance there work life. 
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CONCLUSION: 
 
                      By conducting this study, it was identified that Work Family Life is an important 

factor in employee performance and one of the reason for employee turnover. Emotional 

intelligence has a significant effect on persons work life equation and contributes significantly 

towards maintaining a proper balance in professional and personal life.  

 

                       WFC (work family conflict) has serious repercussions on the Employees and 

therefore on organizations too. So recruiting employees with good EI would be a first step 

towards reducing this conflict and reducing the turnover. Moreover the demographic changes 

happening in the workforce need also to be considered by Organizations as their Image is at 

stake. Now younger and younger people and a large number of women too are entering the 

workforce so Companies would do well to test their EQ along with IQ as a process of 

recruitment so as to reduce turnover and have a good working environment. 
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APPENDIX 



 

Questionnaire on Work life balance with Emotional intelligence 

 

Name:       Qualification: 

Gender:                   Designation:  

                                 Experience: 

Age: 

   a) Below 18   b) 18-25    c) 25-35 

   d) 35-45   e) 45-65                        f) above 65 

1. Normal working hours per day? 

    a) Less than 8    b) 8 to 10 

    c )10 to 12                 d)Above 12 

2. Which of the following best describes your feelings of stress around finding a work life balance? 

    a) Very stressful   b) Stressful 

    c) Slightly stressful   d) Not at all stressful 

3. Are you currently working under a flexible schedule? 

    a) Yes     b) No 

4. If someone harms you in anyway what you will do? 

     a) I don’t forget easily 

     b) Try to take revenge 

      c) Forget and move on 

5. How you look at your problems? 

   a) Positive way     b)negative way 

6. Can you express anger freely and then let it go? 

     a) Yes     b) No 

7. When you are afraid, do you let others see your fear? 

      a) Yes    b) No 



 

8. Can you receive help, as well as give it? 

      a) I can only receive help                                     b) I can only give help 

      c) Both a and b                                                      d) Neither  

9. Can you say ‘NO’ without feeling guilty? 

       a) Yes I can say                                                      b) No I can’t 

       c) Sometimes depends on my situation 

10. How do you feel when your work does not get recognized? 

        a) Sad                  b) Angry    

       d) Frustrated    d) Try to improve 

11. Do you  have ability to accept your mistakes? 

         a) Yes    b) No 

12. If you are sad do you allow yourself to cry? Can you cry openly in front of others? 

       a)cry silently  b)cry in front of others  c)don’t cry 

13. Are you able to recognize when you need help then ask for help or support? 

a) Yes I can recognize but don’t ask help 

b) Yes I can recognize and ask for help 

c) No, I don’t able to recognize  

14. Can you strongly protest against mistreatment of self or other? 

          a) Yes    b) No 

15. Does long working hours affect your efficiency? 

          a) Yes    b) No 

16. Do you able to think from others point of view(when conflict arises) 

          a) Yes    b) No 

17. Do you frequently adopt someone’s idea instead of finding your own to be better? 

         a)Yes    b)No 

 



 

18. How much time you spend on domestic activities? 

a) Less than 2 hours 

b) 2-4 hours 

c) 4-6 hours 

d) More than 6 hours 

19. Do you work long hours or overtime and even on holidays? 

a) Frequently 

b) Sometimes 

c) Occasionally 

d) Rarely 

e) Never 

20. Are you able to attend social gathering in family? 

a) Most of the time 

b) Sometimes 

c) Seldom 

d) Always 

e) Never 

21. How frequently you take your family out for vocation: 

a) Twice in a year 

b) Once in a year 

c) Once in 3 years 

d) Once in 5 years 

e) Never 

 

 

 



 

22. Do you agree, “that You are facing  health issues because of your work” 

a) Strongly agree 

b) Agree 

c) Partially agree 

d) Disagree 

e) Strongly disagree 

23.which factor that motivate you to work 

a) Personal satisfaction 

b) Financial independence 

c) Support from family 

d) Constructive utilization of time 

e) Any other: specify__________  

24. Do you usually miss out quality time with your family and friends because of pressure of work? 

a) Frequently                                       b) Sometimes 

c) Occasionally                                  d) Rarely 

e) Never 

25. Does your organization take any initiatives to manage work life of its employees? 

a) Provide flexible work timings 

b) Provide leave to manage work life 

c) Provide job share option 

d) Allow work from home 

26. Do you suffer from stress related diseases like hypertension etc? 

      a) Yes     b) No 

27. Do you engage yourself in stress relieving programs? 

        a) Yes     b) No 
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Historical background: 

INTRDUCTION 

 

Benjamin Graham and David Dodd first published their influential book “Security 

Analysis” in 1934. A central premise of their book is that the market’s pricing 

mechanism for financial securities such as stocks and bonds is based upon faulty and 

irrational analytical processes performed by many market participants. Investor 

Warren Buffett is a well-known supporter of Graham and Dodd’s philosophy. The 

Graham and Dodd approach is referred to as Fundamental analysis and includes: 1) 

Economic analysis; 2) Industry analysis; and 3) Company analysis. The latter is the 

primary realm of financial statement analysis. 

 
 

 Meaning of Financial Statement Analysis: 
 

The term ‘financial analysis’, also known as analysis and interpretation of financial 

statements’, refers to the process of determining financial strengths and weaknesses of 

the firm by establishing strategic relationship between the items of the balance sheet, 

profit and loss account and other operative data. 

The analysis and interpretation of financial statements is essential to bring out the 

mystery behind the figures in financial statements. Financial statements analysis is an 

attempt to determine the significance and meaning of the financial statement data so 

that forecast may be made of the future earnings, ability to pay interest and debt 

maturities (both current and long-term) and profitability of a sound dividend policy. 
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The term ‘financial statement analysis’ includes both ‘analysis’, and ‘interpretation’. A 

distinction should, therefore, be made between the two terms. While the term ‘analysis’ is 

used to mean the simplification of financial data by methodical classification of the data 

given in the financial statements, ‘interpretation’ means, ‘explaining the meaning and 

significance of the data so simplified. 

However, both’ analysis and interpretation’ are interlinked and complimentary to each 

other Analysis is useless without interpretation and interpretation without analysis is 

difficult or even impossible. 

Most of the authors have used the term ‘analysis’ only to cover the meanings of both 

analysis and interpretation as the objective of analysis is to study the relationship 

between various items of financial statements by interpretation. We have also used the 

term ‘Financial statement Analysis or simply ‘Financial Analysis’ to cover the 

meaning of both analysis and interpretation. 

 
 

 Definitions: 
 

1. “Analysing financial statements,” according to Metcalf and Titard, “is a 

process of evaluating the relationship between component parts of a financial 

statement to obtain a better understanding of a firm’s position and 

performance." 

2. In the words of Myers, “Financial statement analysis is largely a study of 

relationship among the various financial factors in a business as disclosed by a 

single set-of statements and a study of the trend of these factors as shown in a 

series of statements.” 

 Users of financial statement: 
 

The list of stakeholders in a company and interested in Financial Statement Analysis 

is pretty long. Among them most important parties are – 

 Management:
 

The management always looks for the safe survival of business and the 
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maintenance of its economic visibility and sustainable growth. For carrying 

out managerial activities, proper planning, framing useful policies and 

strategies, taking appropriate decisions regarding allocation of limited 

resources and exercising overall control are essentially required. For this 

purpose the management needs correct and reliable information drawn out of 

analysis of the financial statements. 

 Investors:
 

They look for steady return and the safety of their investment. The existing 

shareholders try to know the profitability of the firm and its dividend policy. 

The potential stakeholders try to be sure about the risk factor involved as 

compare to other businesses. They all apply judiciousness at rationality in 

taking investment decisions. They have to decide correctly whether to make 

further investment or to hold the existing investment or to sell out this. 

Information emanating from financial statement analysis helps them to take 

decisions in this respect. 

 Bankers/ Lenders
 

They need information as whether the recovery of their existing and proposed 

loans to the firm will be possible in due time and whether they will get proper 

interest on such loans. A firm’s profitability and solvency position are 

analyzed to give this information. 

 Suppliers and Trade Creditors:
 

They want to assess the profitability and short-term solvency of the firm to 

which they are going to allow credit facilities. They want to ensure recovery of 

their dues on due dates. 

 Employees:
 

They want information about the profitability and financial stability of their 

employer-firm. They want to be sure regarding the regular payment of their 

remuneration and other employment facilities including retirement benefits. 

 Customers:
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Usually the customers want to build up a long-term relationship and want a 

continuous supply of quality products at a reasonable price. They have to 

judge the financial and economic prospect of the supplier firm. Competitors: 

 
For comparison of relative performance result they need information out of 

financial statement analysis. 

 Government:
 

It depends upon the financial statement analysis of a firm for different reasons 

like assessment of the general/ economic condition of the firm, its position in 

the industry, considering and applying national economic statistics, deciding 

tax matters etc. 

 
 Research Scholars:

 
Researchers in the Accounting field require various information about 

different issues of different firms. They depend upon the financial statement 

analysis of such companies. 

 General Public: Business concerns render service to the society as a whole. 

Creation of jobs, offering job opportunities, development of infrastructural 

facilities, encouraging local suppliers, ensuring quality product/ service at a 

reasonable price etc. are the examples of their benevolence. Financial 

Statement Analysis gives information to the public about the financial 

prosperity or range of activities of a business and indicates their trends.

 
 

 Features of financial statement: 
 

 The Financial Statements should be relevant for the purpose for which they are 

prepared. Unnecessary and confusing disclosures should be avoided and all 

those that are relevant and material should be reported to the public. 

 They should convey full and accurate information about the performance, 

position, progress and prospects of an enterprise. It is also important that those 
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who prepare and present the financial statements should not allow their 

personal prejudices to distort the facts. 

 They should be easily comparable with previous statements or with those of 

similar concerns or industry. Comparability increases the utility of financial 

statements. 

 They should be prepared in a classified form so that a better and meaningful 

analysis could be made. 

 The financial statements should be prepared and presented at the right time. 

Undue delay in their preparation would reduce the significance and utility of 

these statements. 

 The financial statements must have general acceptability and understanding. 

This can be achieved only by applying certain “generally accepted accounting 

principles” in their preparation. 

 The financial statements should not be affected by inconsistencies arising out 

of personal judgment and procedural choices exercised by the accountant. 

 Financial Statements should comply with the legal requirements if any, as 

regards form, contents, and disclosures and methods. In India, companies are 

required to present their financial statements according to the Companies Act, 

1956. 

 Objectives of financial statements analysis: 

 
 To assess the earning capacity or profitability of the firm. 

 To assess the operational efficiency and managerial effectiveness. 

 To assess the short term as well as long term solvency position of the firm. 

 To identify the reasons for change in profitability and financial position of the 

firm. 

 To make inter-firm comparison. 

 To make forecasts about future prospects of the firm. 

 To assess the progress of the firm over a period of time. 

 To help in decision making and control. 

 To guide or determine the dividend action. 

 To provide important information for granting credit. 



6  

 Advantages of financial statement analysis 
 

 The main advantage of financial statement analysis is to understand and 

diagnose the information contained in financial statement with a view to judge 

the profitability and financial soundness of the firm, and to make forecast 

about future prospects of the firm. 

 The financial statement analysis uses the information about the past 

performance of the company in order to predict how it will fare in the future. 

 The analysis of financial statements is done to identify potential problem areas 

and troubleshoot those problems. 

 It examines past and current financial data so that a company's performance 

and financial position can be evaluated and future risks and potential can be 

estimated. 

 Financial statement analysis can yield valuable information about trends and 

relationships, the quality of a company's earnings, and the strengths and 

weaknesses of its financial position. 

 The most important benefit of financial statement analysis is that it provides  

an idea to the investors about deciding on investing their funds in a particular 

company. 

 Financial statement analysis is that regulatory authorities like IASB can ensure 

the company following the required accounting standards. Financial statement 

analysis is helpful to the government agencies in analyzing the taxation owed 

to the firm. Above all, the company is able to analyze its own performance 

over a specific time period. 

 
 

Limitations of financial statement analysis In spite of financial statement analysis 

being a highly useful tool, it also features some limitations, including comparability of 

financial data and the need to look beyond ratios. Although comparisons between two 

companies can provide valuable clues about a company’s financial health, alas, the 

differences between companies’ accounting methods make it, sometimes, difficult to 

compare the data of the two. 
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Besides, many a times, sufficient data are on hand in the form of foot notes to the 

financial statements so as to restate data to a comparable basis. Or else, the analyst 

should remember the lack of data comparability before reaching any clear-cut 

conclusion. However, even with this limitation, comparisons between the key ratios of 

two companies along with industry averages often propose avenues for further 

investigation. 

Some of the important limitations of financial analysis are, however, summed up as 

below: 

 Not a Substitute for Judgment 

An analysis of financial statement cannot take place of sound judgment. It is 

only a means to reach conclusions. Ultimately, the judgments are taken by an 

interested party or analyst on his/ her intelligence and skill. 

 Based on Past Data 

Only past data of accounting information is included in the financial 

statements, which are analyzed. The future cannot be just like past. Hence, the 

analysis of financial statements cannot provide a basis for future estimation, 

forecasting, budgeting and planning. 

 Problem in Comparability 

The size of business concern is varying according to the volume of 

transactions. Hence, the figures of different financial statements lose the 

characteristic of comparability. 

 Reliability of Figures 

Sometimes, the contents of the financial statements are manipulated by 

window dressing. If so, the analysis of financial statements results in 

misleading or meaningless. 

 Various methods of Accounting and Financing 

The closing stock of raw material is valued at purchase cost. The closing stock 

of finished goods is value at market price or cost price whichever is less. In 

general, the closing stock is valued at cost price or market price whichever less 

is. It means that the closing stock of raw material is valued at cost price or 

market price whichever less is. So; an analyst should keep in view these points 
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while making analysis and interpretation otherwise the results would be 

misleading. 

 Change in Accounting Methods 

There must be uniform accounting policies and methods for number of years. 

If there are frequent changes, the figures of different periods will be different 

and incomparable. In such a case, the analysis has no value and meaning. 

 Changes in the Value of Money 

The purchasing power of money is reduced from one year to subsequent year 

due to inflation. It creates problems in comparative study of financial 

statements of different years. 

 Limitations of the Tools Application for Analysis 

There are different tools applied by an analyst for an analysis. Even though, 

the application of a particular tool or technique is based on the skill and 

experience of the analyst. If an unsuitable tool or technique is applied, 

certainly, the results are misleading. 

 No Assessment of Managerial Ability 

The results of the analysis of financial statements should not be taken as an 

indication of good or bad management. Hence, the managerial ability cannot 

be assessed by analysis. 

 Change of Business Condition 

The conditions and circumstances of one firm can never be similar to another 

firm. Likewise, the business condition and circumstances of one year to 

subsequent can never be similar. Hence, it is very difficult for analysis and 

comparison of one firm with another. 

 
 

 Essentials of Good Financial Statement 
 

A proper analysis and interpretation of financial statements enables the interested 

parties to judge the profitability and financial strength of the business. Hence, the 

financial statements should have some characteristics which are essential to be good 

financial statements. They are briefly explained below. 
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 Easy to prepare: The contents of the financial statements should be easily and 

readily available from the books of accounts of the business concern. If so, the 

calculation is very easy and irrelevant information cannot be recorded in the 

 Financial statements: Moreover, the size of the form of financial statements 

should not be abnormally too large. 

 Depict True Financial Position: The information contained in financial 

statements should be clear and correct so that true financial position should be 

disclosed in the financial statements. Moreover, all the material information 

should be included in the financial statements. 

 Understand by Common Man: A common man or layman does not know the 

accounting rules, principles and conventions. These are necessary to 

understand the contents of financial statements. But, the financial statements 

should be prepared in simple and common language and non-technical in  

order to understand the financial statements without any specialized training or 

education. 

 Effective Presentation: The utility of the financial statements is enhanced only 

through effective presentation. A simple format is used so as to understand the 

statements without much difficulty. 

 Easy Comparison: The columns and amounts should be arranged in such a 

way that the figures of current year is easily compared with previous year. 

Likewise, the comparison of actual results with budgeted ones or with 

standards should also be made possible. Moreover, the format of similar 

company is followed so that inter firm comparison is made possible. 

 Relevance: The prepared financial statements should achieve the objectives of 

the business concern. This is possible if relevant information alone included in 

the financial statements. 

 Attractive: The financial statements should be prepared in such a way that 

important information is underlined so that it attracts every interested party of 

the financial statements. 

 Focus on Significant Items: Every reader of the financial statements wants to 

identify the significant items. Hence, it is necessary that such facts or items 
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 Analytical Representation: The contents of the financial statements can be 

analysed in different directions so that new facts of the accounting data can be 

highlighted. A relationship can be established in similar type of information. 

Moreover, logical interpretation can be carried out for analytical presentation of 

financial statements. 

 Brief: There is no need of detailed information in financial statements. Only brief 

information is enough. The reason is that detailed information leads to difficulty 

to judge the financial position and performance of the business concern. 

 Easy Calculation of Accounting Ratios: The financial statements should be 

presented in such a way that required items and figures are easily obtained for 

calculating various accounting ratios. These ratios are used by the interested 

parties for proper analysis and interpretation 

 Promptness: The financial statements should be prepared and presented as early 

as possible. In nutshell, the statements should be ready soon after completion of 

the accounting year. 

 
 

 Types of financial statements: 
 

 Statement of Financial Position 
 

Statement of Financial Position, also known as the Balance Sheet, presents the financial 

position of an entity at a given date. It is comprised of the following three elements 

A balance sheet is often described as a "snapshot of a company's financial condition". Of 

the four basic financial statements, the balance sheet is the only statement which applies 

to a single point in time of a business calendar year. 

The main categories of assets are usually  listed  first  and  typically  in  order of  

liquidity. Assets are followed by the liabilities. The difference between the assets and the 

liabilities is known as equity or the net assets or the net worth or capital of the company 

and according to the accounting equation, net worth must equal assets minus liabilities. 

Another way to look at the balance sheet equation is that total assets equals liabilities 

https://en.wikipedia.org/wiki/Financial_statement
https://en.wikipedia.org/wiki/Liquidity
https://en.wikipedia.org/wiki/Net_worth
https://en.wikipedia.org/wiki/Financial_capital
https://en.wikipedia.org/wiki/Accounting_equation
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NEED FOR THE STUDY 
 
 

 To know the financial position of the company for a period of five years. 

 To analyze the company statements. 

 To access the increasing/decreasing trends in the assets & liabilities. 

 To ascertain the increasing/decreasing trends in the net profit. 
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SCOPE OF THE STUDY 
 

The study of financial statements analysis of KUSALAVA 

INTERNATIONAL LIMITED is a very wide topic and could be detailed study. But here it is 

intended to the author brief reports keeping in view the time factor. In the study many factors 

that need detailed analysis could not be discussed in detail because of the limitations regarding 

length of the project and available time 

 
The scope of the study has, therefore, been limited to the presentation  of  

comparative balance sheet, common size balance sheet, cash flow statements and their analysis 

and calculation of various ratios and their analysis. 
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OBJECTIVES OF THE STUDY 
 

 To study the resources pattern and their utilization with a view to analyse  the  

financial statements of KUSALAV INTERNATIONAL LIMITED. 

 To measure the profit generating capacity of the company. 

 To evaluate the sources of funds and their  application  by  using  cash  flow  

techniques of financial statements. 

 To know the working capital position of KUSALAV INTERNATIONAL LIMITED 

 To know the increasing/decreasing trends in the Assets and Liabilities. 
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METHODOLOGY OF THE STUDY 

 
DATA COLLECTION 

The data for present study collected from two resources. They are 

 
1) Primary data 

2) Secondary data 

 
PRIMARY DATA 

 
It is the Information collected directly without any reference. It is mainly through 

interactions with concerned of officers and staff either Individually or collectively we some of 

the information has been verified or supplemented with personal on arts. These sources include.  

 
SECONDARY DATA 

 
This data is from the number of books and records of the company, the annual reports 

published by the company and other magazines. The secondary data has been from the 

following. 

 
a). Balance Sheets 

 
b). Profit & Loss a/c’s 

 
c). Annual Reports of the company and 

d).Other books and Journals 
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IMITATIONS 
 

The following are the limitations of present study: 

 
 In the study many factors that need analysis couldn’t be discussed in detail because of the 

limitations regarding length of the project and available time. 

 The accuracy of the study is based on the accuracy of the data presented in the annual 

reports of the company. 

 Due to the shortage of the time and considering the resources available study was limited 

to important techniques of financial analysis 

 It is suffering from the limitations of financial statements. 
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INDUSTRY PROFILE 

The Indian auto ancillary industry has come a long way since it had its small beginnings in the 

1940s. If the evolution of the industry is traced in India, it can be classified into three distinct 

phases namely period prior to the entry of MaruthiUdhyog Ltd, period after the entry of 

MaruthiUdhyog Ltd was characterized by small number of auto majors like Hindustan Motors, 

Premier automobiles, Telco, Bajaj and Mahindra, low technology and assured for most of the 

auto-component manufactures. 

Industry Basics 

The Rs. 127 billion worth domestic auto ancillary industry is highly fragmented, with 

hardly any global scale capabilities. Capital costs for production of most components is not steep 

and technology though a key factor, relatively stable. In the price conscious replacement market, 

small scale unorganized sector is well entrenched, despite its low quality. Auto ancillary what is 

driving growth in India. OEMS (Original Equipment Manufacturers) are mainly catered to by 

organized sector. The Industry prospects are again linked to the domestic auto sector including 

replacement market. 

The cars and bikes come to us as a single unit. However, to get these machine marvels on 

the road, the manufacturer uses as many as 5000+ components. The total raw material cost of a 

manufacturing company is around 65% of net sales. Increasing competition affects company’s 

bottom line thereby resulting into lower profitability, declining returns in terms of net profit and 

capital employed. Here enters in the Indian opportunity and advantage. With increasing pressure 

on margins, global players have started to outsource from countries, which improve their bottom 

line. 

Why Indian Manufacturers 

Existing Indian scenario the Indian market is the second largest two-wheeler and tractor 

manufacturing and fifth largest commercial vehicle manufactures. A large domestic market has 

proved a base for industry to be a global player. Auto component industry has growth by 17% in 

the last five years, while exports have performed the Indian market during the same period 

growing 25%. The industry is expected to growth to US $ 2 bn in the current fiscal and US $ by 

2010. 
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Skilled Labour at Cheaper Cost 
 

Skilled labour is one of the key requirements in this industry that is available in plenty 

and that too at a comparatively cheaper rate. Staff expenditure is as low as Rs. 100 per hour as 

compared to Rs. 900 in USA. Consider the case of Bharat Forge, which is into manufacturing of 

forging, where skilled labour is the key requirements. Company’s cost is less that 10% of net 

revenues, while companies, manufacturing forging in US spend almost 30% of sales revenue on 

labour. 

Quality Standards 

Indian norms are stiff enough to restrict chain from entering the Indian market. Through 

chains market is the largest automobile market, they could can’t enter into the India. Market 

many of the Indian manufactures meet the international quality certification and also meet the 

global automotive standards as well. In sort the global auto manufactures requirements can 

source quality components from India, why doubt that the time ahead would be golden years for 

auto ancillary industry. 

Industry Highlights 

 The Rs. 127 belion worth domestic auto ancillary industry is highly fragmented, with 

hardly any global scale capabilities. 

 Capital costs for production of most components is not steep and technology though a 

key factor, relatively stable. 

 . In the price conscious replacement market, small scale unorganized sector is well 

entrenched, despite its low quality. 

 OEMS (Original Equipment Manufacturers) are mainly catered to by organized sector. 

 The Industry prospects are again linked to the domestic auto sector including replacement 

market. 
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Auto Components Industry 
 

The Indian auto components industry has an esteemed production of US $ 10 billion. The 

spiralling demand from domestic and international auto companies have been this sector 

emerging as one of the growing manufacturing sector in India and globally. 

Surge in automobile industry since the nineties has led to robust growth of the auto 

component sector in the country. In tandem with the industry trends, the Indian component sector 

has shown great advances in recent years in terms of growth, spread, absorption of new 

technologies and flexibility. Indian auto component industry has seen major growth with the 

arrival of world vehicle manufactures from Japan, US and Europe. Today, India is emerging as 

one of the key auto components centre in Asia and is expected to play a significant role in the 

global automotive supply chain in the near future. 

Today, the auto- component industry has emerged as a highly competitive segment of the 

manufacturing sector. Indian auto component industry is wide and has been one of the fastest 

growing segments of auto sector. During the year 2007-08, the auto component industry 

continued its high growth path and emerged as one of the fastest growing sector in Indian 

engineering industry by clocking 21% growth output during the year. The industry crossed a 

total turnover of over US $15 billion, with exports of US $ 2.9 billion during the year. It supports 

industries like automobiles, machine tools, steel aluminium, rubber, plastic, electrical, 

electronics, forgings and machining. India has also emerged as an outsourcing hub for auto parts 

for international companies such as Ford, General Motors, Daimler Chrysler, Fiat, Volkswagens 

and Toyota. 

 
Growing Capabilities of Indian Component Suppliers 

 
1. Proficiency in understanding Technical drawings and well conversant in all Global 

Automotive standards. American, Japanese, Korean, European standards etc. 

2. Appropriate automation leading to economic production costs. 

3. Flexibility in small batch production. 

4. Growing IT capability for design, development & simulation. 

5. Respect for intellectual property. 
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The Indian automotive industry has grown at a CAGR of 14% p.a. over the last 5 years 

sales of vehicles around 9 million vehicles in 2005-06. It has potential to emerge the largest in 

the world, presently India is 

1. 1st largest two wheeler market in the world. 

2. 5th largest commercial vehicle market in the world. 
 

The industry has emerged as a key contributor to the Indian economy. The developments 

in the Indian auto component industry can be traced to trade liberalization during the 1990’s 

that resulted in an influx of multinational automotive companies like ford, general motors, 

Hyundai, Mercedes-Benz, Peugeot, and Volvo into India. 

The entry of these foreign auto companies during the early 90’s changed quality 

standards and impacted the complexity of the parts required by OEM’s. 

Consumers reacted favourable to the expanded set of offerings and consequently the 

demand for cars in India surged. For example, the sales if foreign brand cars grew from almost 

nothing before the entry of Hyundai in 1997 to 17% of the car market in the year 1998-99 to 

more than25% of the car market in 2004-05. The auto market, consisting of passenger vehicle, 

commercial vehicles, two wheelers, three wheelers and tractors, expanded from a sales level of 

 million vehicles in the year 1995-96 to nearly 6.8 million vehicles during 2005-06. 

The Indian auto component industry responded to these challenges by adding capacity 

and modernizing existing plants. Many firms entered into technical collaboration and equity 

partnership global tier-one suppliers. Global tier-one suppliers like Delphi and Visteon set 

manufacturing units in India. 

During this period, there was significant growth in multinational companies, exports are 

still very compared to annual global auto component sales, which were $ 730 billion, there is a 

significant share of the sales component’s firms. 

Before Maruthi, the auto component industry was characterized by low volumes, high 

fragmentation, negligible auto machine and consequently poor quality. Worth talking about. 

Maruthi challenged all that for the first time the Indian market hand volumes worth speaking of 

a product that was exportable and proper systems. 

The key of course is the export- worthiness of the Maruthi, Zen mark by 1989-90, the 

component industry boomed in tandem, in the meantime, other Japanese majors like Honda, 
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Yamaha, Toyota and Mitsubishi also flagged off two- wheeler and light commercial vehicles 

production. 

 
This paved the way for foreign collaborations in the component sector, and till date some 

95 Japanese alliances have been struck. Maruthi itself floated 11 joint ventures and has as many 

as 375 vendors. 

The Indian auto component industry has an estimated production of US $ 10 billion. The 

spiralling demand from domestic and international auto companies has seen this sector 

emerging as one of the fastest growing manufacturing sectors in India and globally. 

 
 
 

According to the ACMA ( Auto Components Manufacturers Association of India), the 

sector is set to grow at a CAGR of 15 per cent till fiscal 2012. This sector is now working 

towards an open market. A large number of joint ventures with leading global manufacturers 

have already been set up in the auto- components sector. And with India estimated to have the 

potential to become one of the top five auto component economies by 2025, the pace is 

expected to pick up even further. 

Moreover the automotive components industry is perceived as a lucrative sector with 

tremendous potential for foreign direct investments. The year 2007-08 saw the auto components 

sector soar with exports touching the US$ 5.9 billion in 2008-09, and touch US$ 20 billion in 

seven years owing to the huge and growing markets both within India, and overseas. 

 
Domestic Investment 

 
The market is so large and diverse that a large number of players can be absorbed to 

accommodate buyer needs. The sector not only has global players looking to invest and expand 

but leading domestic component companies are also pumping in huge sums into expanding 

operations. 

1. Bharat Forge invested US$ 135 million in its Pune plant for increasing domestic capacity to 

2,40,000 tones. 
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2. Armtek Auto is expanding capacity of its castings unit to 70,000 tons per annum from 

30,000 TPA. 

 

Foreign Investments 

India enjoys a cost advantage with respect to casting and forging as manufacturing costs 

in India are 25 to 30 per cent lower than their western counterparts. Seeing the growing 

popularity of India in the automotive component sector ( a whopping US$ 530 million in terms 

of foreign direct investment), the investment commission has set a target of attracting foreign 

investment worth US$ 5 billion for the next five years to increase India's share in the global 

auto components market from the existing 0.4 percent to 3-4 percent. 

1. Chrysler is setting up a local sourcing unit in Chennai and expected to start sourcing for 

its global plant by next year. 

2. Pal finger AG, the Austrian hydraulic lifting, loading and handling systems 

manufactures, has joined hands with Western Auto LLC, Dubai, the vehicle dealership 

arm of ETA Star group, have invested US$ 1.7 million to set base in India. 

3. IFCI Venture Capital Funds Ltd is launching a private equity fund in association with 

German consultancy UBF-B worth US$ 144.67 million focused entirely on domestic 

automotive components industry. 

4. Auto parts maker Robert Bosch of Germany will invest US$ 201.4 million in its Indian 

subsidiaries over the next two years. 

5. Japan's Omron Corporation, the leading manufacturers of automation components has 

set up the company's first production base on the subcontinent. 

6. Swiss company Reiter Automotive India aims to increase its production capacity in 

India and extend its product range to heat shields. 

 
Destination India 

 
The ACMA - Mc Kinsey Vision 2015 document forecasts the potential for the Indian 

auto component industry to be US$ 40-45 billion by 2015. Investments and exports in this 

segment are witnessing continuous growth. Global automobile manufactures see India as a 
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manufacturing hub for auto components and are rapidly ramping up the value of components 

they source from India due to 

1. The cost competitiveness in terms of labour and raw material 

2. Its established manufacturing base. 

3. Fine quality of components manufactured in India ( used as original components for 

vehicles made by General Motors, Mercedes, IVECO and Daewoo among others). 

 
As a result Japanese and British component manufacturers are seeking joint- ventures in 

India. Delphi, the auto component division of General Motors is planning to set up plants in 

India. Robert Bosch, auto parts maker of Germany has relocated manufacture of certain 

products to MICO, India. Crosslink International Wheels, Malaysia's leading automobile 

security provider has set up its manufacturing unit at Bade to make India the export hub for the 

SAARC region. 

Foreign auto makers, including Ford Motor Co., General Motors Corp., Honda Motors 

Co., Toyota Motor Corp., Daimler Chrysler AG and Hyundai Motor Co., are all looking to 

increase their presence in India and use it as an export hub. 

The Indian automotive export industry has made a global mark. Both the automobile 

industry along with the component industry in contributing to India's overall export effort. 

According to ACMA, more than a third (36 percent) of Indian auto component exports head for 

Europe, with North America featuring a close second at 26 percent. 

 
Growing Capacity of Indian Component Suppliers 

 
 Proficiency in understanding technical drawings and well conversant in all global 

automotive standards, American, Japanese, Korean, European standards etc.

 Appropriate automation leading to economic production costs.

 Flexibility in small batch production.

 Growing IT capacity for design, development & simulation.

 Respect for intellectual property.
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The Indian automotive industry has grown at a CAGR of 14 percent p.a. over the last 5 

years sales of vehicles reaching around 9 million vehicles in 2009-10. It has the potential to 

emerge the largest in the world. 

That was just the first step in the process of Indian component marks producing globally 

competitive products. The next best thing to happen to this sector was the recession of 1992-93. 

To maintain their viability, ancillary had little choice but to focus on export markets, and set up 

quality. This is evident in the spate of ISO 9000 certifications those component makers began to 

receive. Of the roughly 350 companies in this sector, at least 130 have bagged ISO 9000 

certification, something no other industry can boast of. 

The step up process has not ended with the Japanese innovation. Gradually manufactures 

from all parts of the world are making a beeline for India. 
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COMPANY PROFILE 
 

Kusalava International Ltd 
 

Kusalava International Ltd., was established in the year 1964. It was earlier known as 

Bharath Industries were it was started as a small work shop. But later the name was changed to 

Kusalava International Ltd., Today Kusalava International Ltd., is one of the largest cylinder 

liner manufacturer's in India. Started in the year 1964 as a small foundry under the visionary 

leadership of Mr.KusalavaRao (Chairman) Kusalava International Ltd has transformed. The 

organization into a truly professional organization with revenues closed to 25 million USD. 

Today, Kusalava International Ltd., supplies engine components to original equipment 

manufacturers in India, USA, and Europe. The company has established itself as the preferred 

supplier of cylinder liners worldwide. 

 
 

Brand Name "Tiger Power" - The Tough Parts 

Today " Tiger Power" brand is most dynamic name in the cylinder liner manufacturing 

business. Kusalava International Ltd has nearly 40 years of industrial manufacturing experience 

in the field. Nearly 50 percent of the production goes to original equipment. Kusalava 

International Ltd., had geared up to meet the technological changes and world standards. It also 

understood the competition in the world market arose done to the establishment of World Trade 

Organization. 

Kusalava International Ltd has consistently delivered quality automotive components in 

line with the specific of automobile majors in India and for the market spare parts segments to 

various countries like US, Italy, New Zealand, Bangladesh, Australia, Malaysia, Thailand, 

Mauritius and the Middle East. 

 
Vision of the Organization 

"To produce quality auto component products the matching best available in the world in 

terms of innovative design features and endues at competitive cost deliverable in time and 
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maximize customer satisfaction to ensure constant increase in market share and global presence 

for the company." 

 
Mission of the Organization 

1. To constantly strive for automation and technology up gradation of company's plant 

process and product. 

2. To maximise customer satisfaction and efficient use of resources at company's disposal 

to optimize production and minimize cost. 

3. To trigger higher demand for company's product both in domestic and international 

market thereby improve market share. 

4. To improve both top line and bottom line of the company to ensure optimum returns for 
all stake holders of the company. 

5. To make Kusalava a true global conglomerate through professional management, 
corporate governance initiatives and strict adherence to regulatory compliances. 

 

Corporate Structure 
 

Kusalava Group 
(Private Owned) 

 

Auto Components 

Trading Services 

Hauler 
services 

Finance 

I.T 

Auto 
Component 

Auto Motive 

Manufacturing 
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Technical Facilities 
 

Foundry 

 Inductotherm Induction Furnace 

 Automated Carousel Machines 

 Shot Blasting Machine 

 Heat Treatment Facilities 

 Parting Off Machines 
 

Test Equipment 

 Spectro Lab 

 Zeiss Metallurgical Microscope With Photographic Attachment 

 Image Analyzer 

 Modularity Testing Equipment 

 Universal Testing Machine 

 Vickers, Brunel & Rockwell Hardness Testing Machines 
 

Mile Stones in Tiger Power Manufacturing 
 

1964 - Kusalava International Ltd comes into existence as M/S Bharat Industries. 

1972 - Started production of grey iron cylinder liners. Started to major road transport 

corporations (STU's) 

1982 - Suppliers to replacement market with Tiger Power - Tough Parts Brand name. 

1986 - Installed the first Dual Track Induction Furnace in India. 

1987 - Became the major source for defences vehicle factory. 

1990 - Exported its first consignment to New Zealand. 

1992 - Tiger Power became the major supplier of cylinder liner in after market. 

1994 - Emerged as the largest cylinder liner manufacturing in India. 

1995 - Kusalava Commissions its first overseas office in Houston, Texas USA, ISO 9002 

certified. 
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1996- Sales figures crossed of 1 million USD. Kusalava becomes a limited company. 

1997 - Started WOS in USA, (Wholly Owned Subsidiary). 

1998 - QS-9000 certified. 

1999 - Started production of Ductile Iron castings. 

2000 - ISO/TS 16949 certified. 

2002 - Turn Over crosses 10 millions USD. 

2003 - Introduced Six Sigma process. Awarded by ACMA for best Six Sigma project. 

2004 - Introduced lean manufacturing practices. Received the best supplied award from Eicher 

Motors, for outstanding contribution to supply chain management. Awarded by ACMA for best 

six sigma projects in 2004 again. 

2005 - Entered into an agreement with the Market Leader Dalton Sleeves, USA for supplying 

High Grade Ductile iron liner to the Drag Racing Market. 

2006 - Total PM Kick off on July 3rd 2006. Kusalava commissions new plant at pant agar, 

Uttarakhand. 

2007 - Turnover crosses 20 million USD. Kusalava commissions new plant at Visakhapatnam, 

Andhra Pradesh. 

2009 - Implemented SAP across four manufacturing location of Products 

 Cylinder Liners.

 Compressor Sleeves.

 Al - Fin Rings.

 Piston Ring Castings.

 Pistons.

 Products Range
 
 

SI.no Parameter Dimension 

1 10 (Min-Max) 45to 300 mm 

2 OD (Min-Max) 48 to 310 mm 

3 TL (Min-Max) 65 to 400 mm 
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4 Thickness 
(Min) 

1mm 

5 Material Greyiron, 
Ductile Iron 
&bainite 

6 Weight(Min- 
Max) 

1 to 100 kgs 

 

Manufacturing Range: 

 
Cars and MUV's - 

 cars (Compact, Mid Sized, Saloon,

 Sedan) SUV'S & MUV's.
 
 

Commercial Vehicles - 

 Light, Medium, Heavy, Trucks &

 Pickup vans.

 Tractors
 
 

Other applications- 

 Suitable for compressor engines

 Diesel engines

 Marine

 Aeronautical & locomotiveManufacturing Capabilities

" Tiger Power" - Tough Parts had dovetailed their process to give peak performance with best 

quality at affordable price - a tangible result. We are proud to say now " Tiger Power" - Tough 

Parts is complete Global. Most of the vehicle manufacturer in the Indian domestic market has 

tie up with International manufacturers like Mazda, Hino, Mercedes Benz, Mitsubishi etc. 
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Manufacturing Locations 
 

 Unit I - Area 61000 m2, Adavinekkalam Village. Aagiripalli (Mandal), Krishna District, 

AP, India-521212. 

 Unit II - Area 12000 m2, B-4, Industrial estate, Vijayawada. Krishna District, AP, India - 

520007. 

 Unit - III - Area 14000 m2, Plot No.10, Sector - 2, IIE Pantnagar, Rudrapur, 

Uttarakhand, India - 263153. 

 Unit - IV- Area 30000 m2, Plot No. M-1, VSEZ, Duvvada, Visakhapatnam, AP, India - 

530046. 

 
List of Domestic O.E.M Client 

 

Product wise market share comparison with competitor 
 

 
Company Collaboration TP share 

Ashok Leyland Ltd Hino-Japan and British 

Leyland 

100.00% 

Telco Mercedes Benz 70.00% 

Eicher Motors Mitsubishi 100.00% 

Bajaj Tempo Ltd Daimler Benz 100.00% 

Swaraj Mazda 100.00% 

V.S.T.Tillers Tractors Ltd Mitsubishi 100.00% 

 

 

And for the international market, Kusalava International Ltd has a start 5 years back and 

supplying the products after quality validation for the below customers interestingly, Kusalava 

has worked on tandem with the above international collaborated Indian OEM’s to achieve their 

strength quality requirement both in foundry and machining. The above OEM’s contribute 30% 

of Kusalava International Ltd turn over. Technical offer from Kusalava have played a vital role 

in establishing and understanding the international specification for the domestic OEM’s and 
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had good report for working hand in hand to meet the drawing print specifications. And for the 

international market Kusalava International Ltd is supply in the products after quality validation 

for the below customers. 

Domestic After Market 

Kusalava International Ltd has a good market share in  domestic  market  with  the  

“Tiger Power” brand and is the biggest liner manufacturer in India. Kusalava had well 

established off site warehouse and branch set ups across India for market and customer access. 

Kusalava had started supplying its products to the aftermarket under the brand name 

“Tiger Power” since 1982. It has a dominating presence in the aftermarket and enjoys the 

confidence of major engine rebuilders/recorders, OEM’s and machines. Currently it possesses a 

market share of 35% in India and 30% in USA. Even exports a major share of its production to 

various countries across the globe viz., Italy, UK, France, New Zealand, Bangladesh, Austral ia, 

Malaysia, Thailand, Mauritius and the Middle East. It had wide-spread, well established 

networks in India, USA, Canada and Europe to serve its clients on 24×7 bases. Tiger power 

offers a wide range of “ The Tiger Parts” like cylinders/sleeves, Value Seat Inserts, Value 

Guides, Tappets, Position Pins, Gaskets, Alvin Nickel Inserts, Cast Sleeves for aluminium 

blocks, Cast iron/Ductile Iron Pipes, Inertia Rings. 

 
Company Product 

Kusalava manufacturers liners/sleeves in both cast iron and S.G.Iron, Centric cast value 

seat insert and Alfin Piston insert. As a new development Kusalava has started manufacturing 

the engineering items out of its own technology like 3mts, Pipes for ash disposal for the thermal 

power plants, sugar crushers materials, and motor frames for the electrical motors. 

 
Technology Upgradation 

Kusalava has developed the basic technical requirement for the manufacturing of their 

products and in line to develop the technical strength hires experts from Germany for upgrading 

the foundry technology in line to the international practices. 

Till Kusalava had taken 3 round of expert’s views to validate their process to find tune 

their existing process for better productivity. Most significantly, Kusalava deputes their 

technical managerial personal for the training in different institutes for better of their knowledge 
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and practices. Mr. Prasad R.K. Chukkapalli, Managing Director of Company has visited Japan 

under AOTS programmed for 15 days technical training in quality systems during the 1st week 

of October 2nd. 

Network and Logistics in India 

At present Kusalava has central at Vijayawada and have warehouses and trained 

personnel across India for identification and follow up. Our own Fleet of trucks played role in 

logistics for on time deliveries as per customer’s requirements. The central warehouses in India 

are 

 Vijayawada 

 Chennai 

 Cuttack 

 Nagpur 

 Rajkot 

 Ghaziabad 
 

Technical Highlights 
 

 Have a track record of 45 years. Equipped with the latest technology (in houses) 

in the industry to manufacture any variety of cylinder liners as per customer 

requirements meeting international standards. 

 Highly automated with state of the art technology having the complete 

manufacturing facilities in house. 

 Continuous R&D in house to have an edge over the competitions TS 16949 

certified company. 

 Good brand image. 

 Major supplier to domestic OEM’s like Tata Motors Ltd., Ashok Leyland Ltd., 

Eicher Motors Ltd., Bajaj Tempo Ltd., Swaraz Mazda Ltd., VST Tiller Ltd., and 

International OEM’s as Tier 2. 

Technical Facilities 
 

Machine Division 
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 Mazak CNC Turning & Machining Centres. 

 Nagel Double Expansion Honing Machines. 

 Gehring Honing Machines. 

 Centre Less Grinding Machines with Auto Gauging. 

 High Productivity SPM’s. 

 Automated Phosphating Plant. 
 

Test equipment 
 

 Lk Co-Ordinate Measuring Machine. 

 Zeiss Roundness Tester. 

 Zeiss Contour Measuring Machine. 

 Taylor Hobson Surface Roughness Tester. 

 Dyna Scan Profile Projector. 

 Multi Gauge Inspection Equipment. 

 Eddy Current Crack Detector. 
 

Total Man Power in Kusalava International Ltd. 
 

Designation 2016-17 

Managing director & directors 7 

Vice presidents 2 

Chief information officer 1 

General managers 6 

Engineers 27 

Sales officers 40 

Skilled workers 55 

Semi skilled workers 120 

Unskilled workers 1224 

Administrative staff 220 

Total 1702 
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R & D Department 

The department develop the schedules according to the customer drawing and sent to the 

production department it develops all parameters of the company, makes research plans to 

decrease the cost of production and improve the productivity. 

 
Turnover 

 

The turn over as per the 2017 reports depicts that it has crossed the 20 million US dollars 

mark. The recent objective achieve a turnover of rupees 1200 crore and cost reduction by rupees 

6 crore. 

 
 

SWOT Analysis 
 

Strengths 

 Automated carousel machines at foundry for higher quality and productivity. 

 Automation of machining process with CNC machines to produce complex, 

shapes with close tolerance and higher productivity. 

 Well equipped laboratory to check all incoming material, metal charges, in 

process and finished components. 

 In house tool room facility to meet die and tool requirements. 

 Kusalava in completed with a sophisticated development competency for 

customized solutions. 

 Less oil consumption with enhanced engine life. 

 A perfect cross hatch finished with plateau parameters is produced while 

controlling the quality with plateau CNC honing machines. 

 Expertise in developing wet type D & E microstructure on OD for crossing 

resistance and type A & B microstructure on ID for lubrication and ware 

resistance properties. 

 The developmental lead time for new products in 4-9 weeks. 
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 Price competitive at Kusalava means increasing production and reducing cost 

simultaneously, with its four decades of experience. 

 
Weakness 

A very few drawbacks have been sorted cut and they are very micro problems 

which can be kind of suggestions for the company. They are 

 As the company is driven by a huge man power, availability of man power is 

large and the laurels that can be spoken of a very few. So exposure to the outer 

world and communication with the other reputed factory employees ( through 

internet, industrial visits, guest lecturers) participate in many more certification 

and research which we certainly be another feather in the company’s cap. 

 Giving away details of recent development in their respective fields in form of 

broachers. 

 Availability of a provision which would help them climbs the hierarchical ladder 

to boost up their confidence and trust on the company regarding their future. 

 Recreation clubs shall help them install tem spirit and relaxation too. 
 

Opportunities 
 

 A bright future waits ahead for this company as there is lot of opportunities 

thronging in. 

 The company has many warehouses and respective all over the world (20 

warehouses and 15 representatives in USA, one representative each from 

Germany, France, Italy, and Spain, 47 warehouses in India). 

 Expansion of the Kusalava Empire will be the next talk of the media if there be a 

good management which would lead the way. 

 Lot of opportunities await the employees too as there can be deputation provision 

to the other ware houses in other parts of the world. 
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Threats 
 

 Personnel management is a real challenge to take up as it certainly dealing with 

man power and more the number the more is the problems. 

 Kusalava industries is right now driven by man power and very less involvement 

of automated machinery which can cause problems regarding their reputation but 

the installing of the automated machinery like the auto carousel machine, 

automated phosphate plant, short blasting machine, CNC and SPM machines 

solved the threats. 
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CONCEPTUAL ASPECTS OF FINANCIAL STATEMENT ANALYSIS 
 

Financial statement is used in corporate business houses refer to a set of reports and 

schedules, which an accountant prepares at the end of the period of time for a business 

enterprise. The financial statements are the means with the help of which the accounting system 

perform its main function of providing summarized information about the financial affairs of the 

business. These statements comprise balance sheet and profit and loss account or income 

statement. In India every company has to present it’s financial statements in the form and 

contents as prescribed under section 211 of the companies act ,1956. 

ANALYSIS OF FINANCIAL STATEMENT 
 

Financial analysis is to determine the significant operating and financial characteristics of a 

firm from accounting data. It is a technique typically devoted to evaluate the past, current and 

projected performance of a business firm. Financial analysis is an attempt to determine their 

significance and meaning of financial statement data so that forecast may be made of the future 

prospects for earnings, ability to pay interest and debt maturities and profitability. 

Published financial statements are the only source of information about the activities and 

affairs of a business entity available to the public, shareholders, investors and creditors and the 

government. These various groups are interested in the progress. Position and prospect’s of such 

entity in various ways. But these statements however correctly prepared, by themselves do not 

reveal the significance, meaning and relationship of information contained therein. For this 

purpose, financial statements have to be carefully studied, dispassionately analyzed and 

intelligently interpreted. 

Financial analysis results in the presentation of information by arranging financial 

statement data in a systematic manner that aids business managers, investors, and financial 

statement can provide valuable insights into a company’s performance. 

BJECTIVES OF FINANCIAL ANALYSIS: 
 

1. To estimate the earning capacity of the firm. 

2. To gauge the financial position and financial performance of the firm. 
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3. To determine the long- term liquidity of the funds as well as solvency. 

4. To determine the debt capacity of the firm. 

5. To decide about the future prospects of the firms. 
 

TYPES OF FINANCIAL STATEMENT ANALYSIS 
 

A distinction may be drawn between various types of financial analysis and it may be as 

under: 
 

According to the nature of the analyst and the material used by him 

External analysis 

It is made by those who do not have access to the detailed record of the company. The 

group, which has to depend almost entirely on published financial statement, includes investors, 

credit agencies and government agencies regulating a business in nominal way. 

Internal Analysis 

 
The internal analysis is accomplished by those who have access to the books of accounts 

and all other information related to business. While conducting this analysis. The analyst is an 

apart of the enterprise he is analyzing. Executives and employees of the enterprise conduct it. 

According to the Modus Operandi of analysis 

Horizontal analysis 

When financial statements for a number of years are reviewed and analyzed. The analysis 

is called Horizontal analysis. As it is based on data from year to year rather than on one date 

period of time as a whole this is also known as Dynamic Analysis. 

Vertical Analysis 
 

It is frequently used for referring to ratios developed for one date or for one accounting 

period. It is also called Static Analysis. This is not very conductive to proper analysis of the 

firm’s financial position and it’s interpretation, as it does not enable to study data in perspective.  
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According to the objective of analysis 

Long term analysis 

This analysis is made in order to study the long- term financial stability, solvency and 

liquidity as well as profitability and earning capacity of a business. The objective of this analysis 

is to know whether the firm will be able to earn a minimum amount, which will be sufficient to 

maintain a reasonable rate of return on the investment. 

Short term analysis 
 

This analysis is made to determine the shortterm solvency stability liquidity and earning 

capacity of the business. The requirement or not and sufficient borrowing capacity to meet 

contingencies in the near future. 

Parties Interested in Financial Analysis 
 

Financial analysis is the process of identifying the financial strengths and weaknesses of the firm 

by properly establishing relationships between the items of the balance sheet and the profit and 

loss account financial analysis can be undertaken by management of the firm or parties outside 

the firm, viz. owner’s creditors, investors and others. 

Financial Executives 
 

The first party interested in the financial analysis in the finance department of the 

business concern who have a deep insight into the financial condition of the enterprise and a 

view of the past performance which helps in future decisions making. 

Management 
 

The management of the concern is also interested in the analysis of the statements because 

it helps them in reaching conclusions regarding the overall operation of the business. The 

management is interested on every aspect of the financial analysis it is there overall 

responsibility to see that the resources of the firm are used most affectively and efficiently and 

the firm’s financial position is sound. As such return on analysis is very important for them. 



42 
 

Creditors 
 

Creditors also evaluate the financial statements and on the basic of these financial 

statements they come about the credit worthiness of the business enterprise and chosen to extend 

maintain or restrict credit. Creditors will be interested to give credit for those business  

enterprises having sound financial position and having capable of being repayment of their 

credit. Some of the aspects of enterprise operations that are of interest of the creditors are 

liquidity of funds soundness of the financial structure, profitability of the operations 

effectiveness of working capital management etc. The bankers and trade creditors of a business 

enterprise are interested in its cash generation and credit worthiness. They want to  assess 

whether the enterprise will as interest payments due as per agreed schedules. They get all this 

information from the analysis of balance sheet and income statement of the company. 

Suppliers of the long- term debt 
 

On the other hand, are concerned with firm’s long- term solvency and survival. They analyze 

the firm’s profitability overtime, its ability to generate cash to be able to pay interest and repay 

principal and the relationship between various sources of funds. Long- term creditors do analyze 

the historical financial statements. But the place more emphasis on the firm’s projected or 

Performa financial statement to make analysis about its future solvency and profitability. 

Investors 
 

Investors present as well as prospective are interested in the measurement of earning capital 

of securities. Every investor has the tendency to get fair return on her investment. Investors have 

been increased concerned with the cash generation capability of an enterprise primarily in terms 

of the flexibility availability to such enterprises to acquire other business and new assets on an 

advantageous basis for this purpose each cash flow analysis and fund flow analysis are very 

useful. 
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Government 
 

The financial statements are used to assess the tax liability of business enterprise. The 

government studies economic situation of the country from these statements enables the 

government to find out whether business is following various rules and regulations or no. 

Bankers 
 

The banker is interested to see that the loan amount is secure and the customer is also able to 

take the interest regularly. The banker will analysis the balance sheet to determine financial 

strengths of the concern and profits and loss account will also be studied to fine out the earning 

position. 

The information provided by the analysis and interpretation of various financial statements 

is important and useful to those groups also that are interested in working of the business due to 

one or other motive. 

Importance of financial analysis 
 

Financial analysis is very important for the management, shareholders creditors, investors and 

general public. Following are important points in this regard: 

1. It simplifies summarizes and systematizes a long array of accounting figures which prove very 

useful to the interested parties as it helps them in arriving at valuable decision. 

2. Financial analysis is invaluable aid to the management in discharge of its basic function of 

forecasting, planning, coordination communication and control. 

3. It identifies the financial health of enterprise by evaluating important aspects of business like 

liquidity, solvency, profitability, capital gearing etc. Such an evaluation enables conclusion to be 

drawn regarding financial health of business. 

4. The process of analyzing financial statements involves the preparation and interpretation of 

meaning devices the data become easy to establish it’s relationship and other data can be easily 

ranked in terms of its relative significance. 

5. Without analysis of financial statements, it is impossible to interpret the financial statement 

figure. Therefore, interpretation requires analysis. 
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6. Owing to the increasing demand for analytical information by business executive’s bankers and 

other it is necessary to have analysis interpretation of financial and operating data.The financial 

statements are a mirror, which reflect the financial position and operating strength or weakness of 

the business enterprise. 

PROCEDURE OF ANALYSIS 
 

The process of analyzing financial statements involves the rearranging , comparing and 

measuring the significance of financial and operating data interpretation . which follows analysis 

is an attempt to logical conclusion regarding the position and progress of the business on the 

basis of analysis. 

The procedure may be as under: 
 

1. Deciding upon the extent of analysis: 
 

The depth object and extent of analysis have to be determined so that the scope of the 

analysis. Tool of analysis and the amount and quality of financial data required could be 

determined. 

2. Going through the financial statement: 
 

Before analyzing and preparing any statement or composing financial ratios. It is necessary to 

go through the various financial statement of the firm. 

3. Collection of necessary information: 
 

Other useful information that cannot be revealed from financial statement but is useful for 

analysis has to be collected from management. 

4. Rearranging of financial data: 
 

The data available has to be rearranged in useful manner before analysis and interpretation. 
 

5. Analysis 
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In this step the actual analysis is made for which any technique such as comparative financial 

statements, trend analysis, ratio analysis and cash flow statement. Statements of change in working 

capital etc. can be used. 

6. Interpretation 
 

After analysis interpretation is done and conclusions are drawn. These interpretations are of vital 

importance to the management, shareholders workers etc. To know the relative worth it the company. 

TOOLS OF FINANCIAL ANALYSIS 
 

The analysis of financial statements consists of relationship and trends, top determine whether the 

financial position of the company is satisfactory or not. The analytical methods or devices, listed below 

are used to ascertain or measure the relationships among the financial statements items.  

Analytical methods and devices used in analyzing financial statement are as follows: 
 
 

1. Comparative financial statements. 

2. Common size financial statements. 

3. Trend analysis. 

4. Ratio analysis. 

5. Cash flow statement. 

6. Funds flow statement. 
 

COMPARATIVE FINANCIAL STATEMENTS: 
 

Statements prepared in a form that reflects financial data for two or more periods are 

known as Comparative Statements. Financial data become more meaningful when compared 

with similar data for a previous period or a number of prior periods. Annual data can be 

compared with similar data for prior year. Comparative statements can be prepared for both 

types of financial statement balance sheet as well as profit and loss account. The comparative 

balance sheet shows the effect of operations on the assets and liabilities i.e., Change in the 

financial position during the period under consideration. The comparative profit and loss account 

will present a review of operating activities of the business. 
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These financial statements are so designed as to provide time perspective to the various 

elements of financial positions contained therein. These statements given the data for all the 

periods stated so as to show: 

1. Absolute money values of each time separately for each item separately for each of the period 

stated. 

2. Increase and decrease in absolute data in terms of money values. 

3. Increase and decrease in terms of percentage. 

4. Comparison expressed in ratios. 

5. Percentage of totals. 
 

Such comparative statements are necessary for the study of trends and direction of 

movement in the financial positions and operating results. These calls for a consistency in the 

practice of preparing these statements, otherwise comparability mat are distorted. Comparative 

statements enable horizontal analysis of figures. 

Comparative income statements 
 

The income statement discloses net profit or net loss on account of operations. A 

comparative income statement will show the absolute fingers for two or more periods, the 

absolute change from one period to another shown in terms of percentages. The figures for two 

or more periods are shown side so that reader van quickly ascertain whether sales have increased 

or decreased, whether cost of sales has increased or decreased etc. 

Comparative balance sheet 
 

The Comparative balance sheet shows the different assets and liabilities of the firm on 

different dates to make comparison of balances from one date to another. The Comparative 

balance sheet has two columns for data of original balance sheet. A third column is used to show 

change (increase\decrease) in figures. The fourth column may be added for giving percentages of 

increase or decrease. 

While interpreting Comparative balance sheet the interpreter is expected to study the 

following aspects: 

1. Current financial position and liquidity position. 
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2. Long- term financial position. 

3. Profitability of the concern. 

4. For studying current financial position or liquidity position of a concern one should examine the 

working capital in both the years. Working capital is the excess of current assets over liabilities. 

5. For studying the long- term financial position of the concern, one should examine the changes in 

fixed assets, long- term liabilities and capital. 

6. The next aspect to be studied in a comparative balance sheet is the profitability of the concern. 

The study of increasing or decreasing in profit will help the interpreter to observe whether the 

profitability has improved or not. 

After studying various assets and liabilities, an option should be formed about the financial 

position of the concern. 
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DATA ANALYSIS AND INTERPETATION 
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Table No. 5.01 
 

Comparative balance sheet 2014-2015 

Particulars SNo 31-03-2015 31-03-2014 Increase Decrease % 
I.EQUITY AND LIABILITIES 
1)Shareholder’s Funds 
(a). Share Capital 
(b). Reserves and Surplus 
(c). Money received against share warrants 
(2). Share application money pending 
allotment 
(3). Non-current liability 
(a). Long-term borrowings: Secured & 
Unsecured 
(b). Deferred tax liabilities (Net) 
(c). Other Long-term liabilities 
(d). Long term provisions 
(4) Current Liabilities 
(a) Short-term borrowings 
(b) Trade payables 
(c) Other current liabilities 
(d) Short-term provisions 

 

1 125000000 125000000 0 0 3.7 
2 335793314 323753907 12039407  15.5 

 0     

 

3 202486072 239630121  37144049 16.3 

4 28319090 33837520  5518430 34.6 
5 51904163 15906364 35997799  15 
6 0 0 0 0 0 

      

7 411326306 358042268 53284038  15 
8 192331617 221886596  29554979 13.3 
9 18670164 24939933  6269769 25 

10 45009244 35614976 9394268  26 

 

Total  1410839970 137861168 
5 

32228285  2.3 

II. Assets 
(1).Non-current assets 

 
(a) Fixed assets 
(i). Tangible assets 
(ii). Intangible assets 
(ii). Capital work-in-progress 
(iv). Intangible assets under development 
(b). Non-current investments 
(c). Deferred tax assets (net) 
(d). Long term loans and advances 
(e). Other non-current assets 
(2). Current assets 
(a). Current investments 
(b). Inventories 
(c). Trade receivables 
(d). Cash and cash equivalents 
(e). Short-term loans and advances 
(f). Other current assets 

 

11 344111884 386849315  4273831 11 
12 4387686 5422435  1034749 19 
13 0 0 0 0 0 

      

14 60523343 58073343 2450000  4.2 
15 0 0 0 0 0 

 
16 

96227511 0 96227511  100 

17 2223614 3335421  1111807 33.3 
 

18 0 0 0 0 0 
19 3148733980 341911762  27037782 7.9 
20 381179185 357559527 23619658  65 
21 51482966 41013426 10469540  25 
22 65274666 43172705  22101961 51 
23 90555136 141273351  50718215 35 

Total  1410839970 137861168 
5 

32228285  2.3 
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Interpretation 
 

Comparative balance sheet (31st March 2015) 
 

As per the analysis the percentage of current assets decreased by 2.33% whereas the percentage of current 

liabilities have increased by 4.19%. Hence the working capital has increased. It leads to increase in 

liquidity position of the company. The fixed assets were decreased by 11.15%. The company increased 

their reserves 83.96%. The financial position an organization indicates a position gain because liabilities 

decreased by 0.69%. The company's liquidity position, financial position, profitability positions are good. 
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Interpretation 
 

Comparative balance sheet (31" March 2016) 
 

The above analysis indicates that there is a decrease in current assets by 3.4% the major 

decreases is observed In cash and cash equivalents and short term loans and advances 

and other current assets and current liabilities are increasing by 2.68% the major increase 

in trade payables and short-term provisions. Hence the working capital has increased. 

It leads to liquidity position of the company. 



53 
 

Table No. 5.03 
 

Comparative Balance sheet 2016-2017 

Particulars SN 
o 

31-03-2017 31-03-2016 Increase Decreas 
e 

% 

I.EQUITY AND LIABILITIES 
1)Shareholder’s Funds 
(a). Share Capital 
(b). Reserves and Surplus 
(c). Money received against share warrants 
(2). Share application money pending 
allotment 
(3). Non-current liability 

 
(a). Long-term borrowings: Secured & 
Unsecured 
(b). Deferred tax liabilities (Net) 
(c). Other Long-term liabilities 
(d). Long term provisions 
(4) Current Liabilities 
(a) Short-term borrowings 
(b) Trade payables 
(c) Other current liabilities 
(d) Short-term provisions 

 

1 125000000 125000000 0 0 0 
2 302797842 294865621 7932221  2.7 

 0  0 0 0 

 

3 122677098 121863480 813618  0.7 

4 22046978 24783694  2736716 11 
5 9584492 54445128  44590636 82 
6 0 0 0 0 0 

      

7 407579107 415511327  7932220 2 
8 214282723 191940390 22342333  12 
9 34541386 30865844 3675542  12 

10 58792832 57173761 1619071  2.8 
 

Total  1297572460 1316449245  18876785 1.4 

II. Assets 
(1).Non-current assets 

 
(a) Fixed assets 
(i). Tangible assets 
(ii). Intangible assets 
(ii). Capital work-in-progress 
(iv). Intangible assets under 
development 
(b). Non-current investments 
(c). Deferred tax assets (net) 
(d). Long term loans and advances 
(e). Other non-current assets 
(2). Current assets 
(a). Current investments 

 

11 300375247 316592635  16217388 5.1 
12 2953729 3352936  399207 12 

13 0 5759203  5759203 100 

      

14 97971443 60523343 37448100  62 
15 0 0 0 0 0 

 
16 

297511 1227511  930000 76 

17 0 1111807  1111807 100 
 

18 0 0 0 0 0 
19 265317801 240521368 24796433  10 
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 (b). Inventories 
(c). Trade receivables 
(d). Cash and cash equivalents 
(e). Short-term loans and advances 
(f). Other current assets 

20 438233676 388222228 50011448  13 
21 55404935 105330810  49925875 47 

22 56048963 88110447  32061434 36 
23 80969154 105696898  24727744 23 

Total  1297572460 1316449245  18876785 1.4 
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Interpretation 
 

Comparative balance sheet (31" March 2017) 
 

The above analysis indicates that there is a decreased the fixed assets by 6.14% the major 

decreases Observed in tangible assets and intangible assets and secured loans have decreased by 

39.8% it Indicates that company is maintaining the assets with help of secured loans .the 

increased their reserves 12.1% it is good sign of the organization 
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Table No. 5.04 
 

Comparative Balance sheet 2017-2018 
 

Particulars SN 
o 

31-03-2018 31-03-2017 Increase Decrease % 

I.EQUITY AND LIABILITIES  
1)Shareholder’s Funds 

1 125000000 125000000    (a). Share Capital 
2 360064959 302797842 57267117  18 (b). Reserves and Surplus 

(c). Money received against share warrants   0    

(2). Share application money pending  

 allotment 
(3). Non-current liability 

3 149902208 122677098 27225110  22. 

(a). Long-term borrowings: Secured & 
    2 

4 16181965 22046978 5865013  2.6 
Unsecured 

5 10584531 9584492 730039  7.4 
(b). Deferred tax liabilities (Net) 

6 0 0    
(c). Other Long-term liabilities 

      
(d). Long term provisions 
(4) Current Liabilities 
(a) Short-term borrowings 

7 473198395 407579107 65619288  16. 
2 

8 189917126 214282723  17910498 8.3 
(b) Trade payables 9 16630888 34541386  32878298 9.5 
(c) Other current liabilities     0 
(d) Short-term provisions 10 67482878 58792832 8690046  14. 

8 
  

Total  1408962950 1297572460 11139049 
0 

 8.6 

II. Assets  

(1).Non-current assets 
11 28770290 300375247  111390490 4.2 

(a) Fixed assets 
(i). Tangible assets 12 2362985 2953729  570744 19. 

3 
(ii). Intangible assets 13 446928 0  0  
(ii). Capital work-in-progress 

      
(iv). Intangible assets under 

14 0 97971443 97971443   

development 
15 0 0  0  

(b). Non-current investments 
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(c). Deferred tax assets (net)  
16 

4611835 297511 4313924  6.7 

17 0 0    (d). Long term loans and advances 
 (e). Other non-current assets 

(2). Current assets 
18 0 0    

(a). Current investments 
(b). Inventories 

19 240690114 265317801  24627687 1.4 
20 529869441 438233676 91835765  20. 

9 
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(c). Trade receivables 
(d). Cash and cash equivalents 
(e). Short-term loans and advances 
(f). Other current assets 

21 71953578 55404935 16548643  2.9 
7 

22 43402721 56048963  12646242 2.2 
5 

23 129951827 80969154  48982673 6.0 
     6 
Total  1408962950 1297572460  111390490 14. 

8 
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Interpretation 
 

Comparative balance sheet (31st March 2018) 
 

Firm's Current Assets increased by 13.38% whereas the percentage of current liabilities have increased by 

4.47%. Hence the working capital has decreased. It leads to decreased in liquidity position of the 

company. The fixed assets were decreased by 4.2%. The company increased their reserves 18%. The 

financial position an organization indicates a position loss because liabilities increased by 13.8%. During 

the financial year 2017-18 the company performance is satisfactory. 
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SUGGESTIONS 
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Findings  
 
 Current assets are decreased by 7.1% in the financial year 2014-2015 

 Reserve is increasing all the five financial years which is good sign for 
organization 

 Fixed assets are decreasing in last five financial years 

 Current liabilities are fluctuating in last five years 

 In the financial year 2017-2018, Tangible assets are decreased to 7.3% 
compared to previous financial year. 

 Current investments are decreased to 1.4% in the financial year 2017-2018 
compared to the previous financial year 

 Inventories are more in the financial year 2014-2015 compared to all the 
financial years. 

 Other current assets are increased to 100% in the financial year 2016-2017 
 Secured loans are decreased by 39.8% in the financial year 2016-2017. 
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Suggestions: 

 The organization should maintain constant current liabilities.. 

 The organisation should be maintaining financial statements accurately because those are 

used for decision making. 

 The organisation should maintain fixed assets then liabilities are reduced. 

 The organisation should maintain secured loans which help to maintain the assets in the 

Organisation. 

 The organisation should increase the working capital then the liquidity position of 

organisation increases. 
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CONCLUSION: 

Financial statements provide a summary of accounts of a business enterprise, the balance 

sheet reflecting the assets, the liabilities and capital as on date and the statement showing the 

results of operations during a certain period. The main purpose of preparing these statements is 

to use them for decision making. 

The purpose of financial statements analysis is to assess an organizations performance and 

health. It consists for comparison for the same company over the period of time and comparison 

of different companies in the same industries or in different industries. The overall financial 

position of the organization over the years is good. 
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INTRODUCTION 

Financing is the act of providing funds for business activities, making purchases or investing. 

Financial institutions and banks are in the business of financing as they provide capital to 

businesses, consumers and investors to help them achieve their goals. Finance is the science 

that describes the management, creation and study of money, banking, credit, investments, 

assets and liabilities. Finance consists of financial systems, which include the public, private and 

government spaces, and the study of finance and financial instruments, which can relate to 

countless assets and liabilities. Some prefer to divide finance into three distinct categories: 

public finance, corporate finance and personal finance. All three of which would contain many 

sub-categories. 

Every business needs funds for two purposes –for its establishment and to carry out its day-to-

day operations. Long-term funds are required to create production facilities through purchase 

of fixed assets such as plant and machinery, land, building, furniture etc. investment in these 

assets represent that part of firm’s capital which is blocked on a permanent or fixed basis and is 

called fixed capital. Funds are also needed for short term purpose for the purchase of raw 

materials, payment of wages and other day-to-day expenses 

By Financial Management we mean efficient use of economic resources namely capital funds. 

According to Phillispatus, “Financial Management is concerned with the Manage trial decisions 

that results in the acquisition and financing of short term and long term credits for the firm”. So 

the analysis simply states two main aspects of Financial Management like procurement of funds 

and an effective use of funds to active business Objectives. 

From the cost point of view equity capital is most expensive source of funds as dividend 

expectations of shareholders are normally higher than prevalent interest rates. Financial 

management constitutes risk, cost and control. The cost of funds should be at minimum for a 

proper balancing of risk and control. 

MEANING OF FINANCIAL MANAGEMENT: 

Finance is considered as the life-blood of any business. IT is defined as the provision of money 

at the time it is needed. All the plans of a businessman would remain dreams unless adequate 

money is available to convert them into reality. 

Financial Management is very important to every type of organization. It refers to that 

part of managerial activity concerned with the procurement and utilization of funds for 

business purpose. 

In the words of Howard an Upton: 



Financial management involves the application of general management principle to 

financial operations. 

Finance is considered as the life-blood of any business. It is defined as “The provision of 

money at the time it is needed”. 

In the words for Ezra Solomon prigle John: 

“Financial Management is concerned with the effective use of economic resources 

namely capital funds” 

In the words of Joseph Massive: 

“Financial Management is the operational activity of a business that is responsible for 

obtaining the funds necessary for efficient operation”. 

Thus financial management is concerned with: 

1. Estimation of the fixed and working capital requirements. 

2. Formulation of capital structure. 

3. Procurement of fixed and working capital and 

4. Management of earnings. 

Definition: 

The term financial management has been defined differently by different authors. 

“Financial Management is concerned with the efficient use of an important 

Economic resource, namely capital fund” -Solomon 

“Financial Management deals with procurement of funds and their effective utilization 

in the business”. -S.C.Kuchhal 

According to Myser“Financial study analysis is largely a study of relationship among the 

various financial factor in the business as disclosed by the single set of statement and a study of 

trend of these factor show in the financial statement”. Financial statement analysis is a method 

of reviewing and analysing a company’s accounting reports (financial statements) in order to 

past, present or projected future performance. This process of reviewing the financial 

statements allows for better economic decision making. 

 



Cash flow definition: 

  It is a financial statement that shows how changes in balance sheet accounts and income affect cash 

and cash equivalents, and breaks the analysis down to operating, investing, and financing activities. 

Essentially, the cash flow statement is concerned with the flow of cash in and out of the business. 

Globally, publicity listed companies are required by law to file their financial statements with the 

relevant authorities. For example, publicly listed firms in American are required to submit their 

financial statements to the Securities and Exchange Commission (SEC). Firms are also obligated 

to provide their financial statements in the annual report that they share with their 

stakeholders. As financial statements are prepared in order to meet requirements, the second 

step the process is to analyse them effectively so that future profitability and cash flows can be 

forecasted. 



Need of the study 

        The study has great significance and provides benefits to various parties whom directly or indirectly 

interact with the company. It is beneficial to management of the company by providing crystal clear 

picture regarding important aspects like financial, investing, operating activities. The study is also 

beneficial to employees and offers motivation by showing how actively they are contributing for 

company’s growth. The investors who are interested in investing in the company’s shares will also 

get benefited by going through the study and can easily take decision whether to invest or not 

invest in the company’s shares. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



Objectives of the study 

Themain objective of the study is to apply theoretical concepts to the practical situations of A4 

Softech Limited so as to compare and correlate the actual achievements with a theoretical 

conclusion. The main objective of the study are:  

 To know the impact of operating, financing and investing activities on cash resources of the 

company. 

 To explain the causes for changes in cash flow in the company. 

 To understand the need of the cashflow statement. 

 To offer suggestions for improvement of financial position of THE A4 SOFTECH PVT LTD. 

  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



Scope of the study 

 The scope of the study is limited to collecting financial data published in the annual 

reports of the company every year. The analysis is done to suggest the possible 

solutions. The study is carried out of 5years (2014-15 to 2018-2019).  

 The study mainly focuses on cash flows of the company. 

 The time given to complete this project is not sufficient that is 45 days only. 

 

 

  

  



Limitations of the study 

 There is absence of standard universally accepted terminology in financial analysis. 

 Quantity aspect is ignored in financial analysis. 

 As most of the data is form secondary source, The accuracy is also limited. 

 The Preparation of cash flow statement is bases on the past financial statements and these are not 

indicators of future. 



Methodology of the study 

Methodology is a systematic procedure of collecting information in order to analyse and verify a 

phenomenon. The collection of information is of two types: 

 Primary Data 

 Secondary Data 

Primary Data: 

The information is collected from the internal sources, interviews and discussion with values officials in 

the finance department and concerned executives of various departments. 

Secondary Data: 

It is analytical research based on the secondary data involves figures denoted regarding cash inflow and 

cash outflow statement reported in annual report of the business firm for 5 years 2014-2015 to 2018-

2019. Also some important information is collected by various sources of secondary data such as books, 

websites, and official relase of business firm. The data collection includes: 

 Collection of required data from Annual Reports of A4 Softechpvt.ltd. 

 Internet  
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PROFILE of A4 SOFTECH Ltd, HYDARABAD. 

Vision:  

Our Vision is to pride ourselves on our ability to go beyond obvious solutions, push boundaries 

and constantly expand and upgrade our services, constantly adapting and evolving new and 

better ways to help you do business. 

We would want to work towards forming long-term partnerships that enable our clients 

to maximize the benefits of working with us. Quite simply, we exist to improve the lives of 

people who use and deploy IT. 

We have a vision to set very high standards in the IT industry while employing fair 

business practices while obtaining a particular contract or advantage. We believe that in any 

walk of life, it’s the basic core set of ethics that would take any organization places. 

We would want to imbibe a sense of entrepreneurship and the desire to take 

considered risks balanced by prudence and clear-sightedness into our team and strategic 

partners, without which an individual can become reckless. 

Instilling trust implies a willingness to empower employees and teams, and to allow 

managers to experience the effects of their initiatives and decisions. Trust also implies an open 

mind and genuine transparency in the flow of information, and is at the heart of our 

collaborative business experience. Our goal is to let trust be a mutual feeling between all the 

entities that constitute our organization. 

Freedom includes creativity, innovation, independence of mind and respect for others in 

their diverse cultures, habits, and customs, all of which are crucial for a company which 

promises a lot to deliver. We intend to be that organization which gives a sense of freedom 

while collaborating with us. 

 

Mission: 

 A4 Softech is a global provider of software development / IT services. We build 

Organizational Specific Platforms that are leveraged across the organization, enabling our 

clients to increase business agility, rationalize redundancies, and achieve economies of higher 

scale. 

We deliver solutions using an innovative approach. The sole mission of A4 Softech is to provide 

pragmatic and cost-effective IT solutions that deliver pre-determined and tangible results. 



When faced with a challenge, we start with answers, based on the best conventional wisdom 

about this particular issue or problem and innovate from there. Furthermore, we view 

problems from multiple perspectives addressing the people, process, marketing and technology 

factors to help ensure that our solutions provide lasting value and sustainable competitive 

advantage to our clients. 

A4 Softech is the consulting firm business leaders come to when they want enduring results, 

and a partner who cares as much as they do about getting them. Together, we find value across 

boundaries, develop insights they act on, and energize their teams to sustain success. Our 

reputation for impeccable service and customer satisfaction consistently yields repeat business 

and referrals from clients and consultants alike. Our goal is to exceed the expectations of our 

clients and consultants by providing the highest quality and value in every aspect of our service. 

Since inception, the Company's products and services repeatedly have been tested and proven 

in some of the most complex and demanding real-world projects and programs. 

Our approach to any problem or requirement is two pronged. We approach every client's 

business as if it were our own. We believe a consulting firm should be more than an advisor. 

We put ourselves in our clients' shoes, align our incentives with their objectives, and 

collaborate to unlock the full potential of their business. This builds deep and enjoyable 

relationships. Secondly, our focus was always result oriented, and we continue to raise the bar 

for the industry. True Results require tailored solutions not limited by boundaries of 

departments, industries, geographies, or hierarchies. True Results are pragmatic and action-

oriented, enduring and repeatable. 

We are committed to promoting diversity and building a culture which enables all of our 

employees and partners to achieve their full potential regardless of age, gender, gender 

identity, race, ethnicity, sexual orientation or physical capabilities. 

  

Values: 

We at A4 Softech strive to inculcate the four as in our consultants. 

Accountability: Our consultants always strive hard to stay ahead of the newer technologies and 

deadlines. They are very reliable and dependable while at work and take pride and 

responsibility for their work. 

Adaptability: Our consultants are very adaptable to newer environments and evolving trends in 

technology. Like Isaac Asimov rightly pointed out, the only constant is change and if you can 

adapt yourself to it, you can achieve anything. 



Ambition: Our consultants are guided in a manner where their path is righteous, hardworking  

and a sure shot road to success. In fact, what is hard work without plan and direction? 

Attention to detail: Our consultants have a very keen eye for detail. This is one value that makes 

them deliver their work on time immaculately.  

CONSULTING: 

   At A4 Softech we continue to broaden our range of services, while helping clients deal with 

today's newest technologies, expanding our geographic reach and increasing the value we 

provide to our employees and our customers. 

Since inception, A4 Softech has provided resourcing of highly skilled, sophisticated and 

innovative professionals to some of the largest enterprises in the country. Our extensive 

network of IT professionals helps improve organizational agility by supplying the necessary 

flexibility to take on new challenges. 

Our staffing model that comprises fast turn-around and robust recruiting methodology gives us 

access to some of the finest talent in the industry, allowing us to deliver an unmatched level of 

service to our clients. 

A global organization, we leverage the technical domain expertise and business acumen of our 

consultants 24/7. Orion’s philosophy is apparent in our staff with their “never say never” 

attitude and total commitment to meeting business objectives. 

From project management to integration and testing; development to implementation, we can 

support your needs with top-notch IT professionals. 

We specialize in… 

  Resource augmentation, contract programmers 

  Software integration 

  Business application development 

  Customized computer solutions 

 Providing IT contractors/developers for short and long term projects and support assignments 

 Providing IT Technical Services 

Providing software solutions 



Core competencies and supported Technologies... 

ERP and CRM Solutions PeopleSoft, JD Edwards, SAP, BAAN Oracle, SQL Server, C, C++, UNIX, 

Linux, Power Builder, VB.NET IBM iSeries Developers with RPG/400, ILE, COBOL/400 and CL/400 

Skills, MS Site Servers/IIS, Web Logic, IBM Web Sphere, Java, Swing, Servlets, JSP, ASP, XML, 

DHTML, EJB 

We differentiate ourselves from the rest in... 

Multi-Platform Expertise 

 Short and Long Term Assignments 

 Experienced & Qualified Consultants 

 Long Term Business Association Plan 

 Monthly Rate for Consulting Services 

 Multi-site Development Centers 

Outsourcing: 

A large project that needs to be undertaken requires skills that your staff does not possess. On-

site outsourcing of the project will bring people with the skills you need into your company. 

Your people can work alongside of them to acquire the new skill set. 

We understand the importance of access to complete, flexible database administration and 

system development services. When you partner with A4 Softech, you are empowered to 

handle all development and database issues by supplementing your existing staff and resources 

with our professionals. 

Our Philosophy 

The concept of ‘strategic fit’ is our point of departure. We have long realized that technology 

must be closely aligned to the business drivers to provide value and the expected returns on 

the technology investment. Our philosophy is to provide our customers with holistic, 

integrated, and business centric information technology solutions that directly address 

identified business problems. The cornerstone of our business policies is reflective of this 

philosophy. We constantly strive to attract the best skills and employ the best information 

technology practices while not neglecting the broader socio-economic policies of 

representation and empowerment. 



 

Our Clients  

We at A4 Softech value your passion to work more than anything. We mix our fast-paced 

environment with a culture that challenges your entrepreneurial spirit, encourages your 

innovative ideas and allows you to have fun. We didn't become one of fastest growing private 

companies without the help of our loyal and hardworking employees. Bottom line, we hire the 

people who love what they do. A4softech has team members across various locations, so 

there's plenty of room for growth and exploration. Our prime focus is to take you to the next 

level, and we'll work with you every step of the way to help make sure you get there. 

We seek team-oriented people experienced in the many facets and disciplines of the IT 

industry. If you have a passion for excellence and are motivated by challenge, come explore 

career opportunities with A4 Softech. If you wish to be part of our organization, please feel free 

to post your resume through info@a4softech.com 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 What we can offer 

Exciting engagements with our Fortune 1000 client base 

 Unparalleled justified compensation 

where profits flow to the people who do the work, not to partners and executives) 

 An industry-best, comprehensive benefits program 

 A highly collaborative environment, and training across multiple disciplines within our   

business unit structure 

 A generous consultant and client referral program that compensates you up to 5 years The 

chance to work for a forward-thinking company focused on solving customer business problems 

Our services may include training, assistance with pilot projects, and ongoing consulting and 

technical support. 

  

 

 

 

 

 

 

 

 

 

 

 

 

 



Equal Employment Opportunity Policy 

A4 Softech’s policy is that applicants are considered for employment solely on the basis of their 

qualifications and competencies. A4 Softech’s hiring policy is geared to ensure that we hire 

employees without regard to their race, colour, religion, national origin, citizenship, age, sex, 

marital status, ancestry, physical or mental disability, medical condition, veteran status or 

sexual orientation. 

  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



THEORETICAL FRAMEWORK 

Cash flow is calculated by making certain adjustments to net income by adding or subtracting 

differences in revenue, expenses and credit transactions (appearing on the balance sheet and 

income statement) resulting from transactions that occur from one period to the next. These 

adjustments are made because non-cash items are calculated into net income (income 

statement) and total assets and liabilities (balance sheet). So, because not all transactions 

involve actual cash items, many items have to be re-evaluated when calculating cash flow from 

operations. 

For example, depreciation is not really a cash expense; it is an amount that is deducted from 

the total value of an asset that has previously been accounted for. That is why it is added back 

into net sales for calculating cash flow. The only time income from an asset is accounted for in 

CFS calculations is when the asset is sold. 

Changes in accounts receivable on the balance sheet from one accounting period to the next 

must also be reflected in cash flow. If accounts receivable decreases, this implies that more 

cash has entered the 

Company from customers paying off their credit accounts - the amount by which AR has 

decreased is then added to net sales. If accounts receivable increase from one accounting 

period to the next, the amount of the increase must be deducted from net sales because, 

although the amounts represented in AR are revenue, they are not cash. 

An increase in inventory, on the other hand, signals that a company has spent more money to 

purchase more raw materials. If the inventory was paid with cash, the increase in the value of 

inventory is deducted from net sales. A decrease in inventory would be added to net sales. If 

inventory was purchased on credit, an increase in accounts payable would occur on the balance 

sheet, and the amount of the increase from one year to the other would be added to net sales. 

The same logic holds true for taxes payable, salaries payable and prepaid insurance. If 

something has been paid off, then the difference in the value owed from one year to the next 

has to be subtracted from net income. If there is an amount that is still owed, then any 

differences will have to be added to net earnings. (For more insight, see Operating Cash Flow: 

Better Than Net Income?) 

Investing 

Changes in equipment, assets or investments relate to cash from investing. Usually cash 

changes from investing are a "cash out" item, because cash is used to buy new equipment, 



buildings or short-term assets such as marketable securities. However, when a company divests 

of an asset, the transaction is considered "cash in" for calculating cash from investing. 

 

Financing 

Changes in debt, loans or dividends are accounted for in cash from financing. Changes in cash 

from financing are "cash in" when capital is raised, and they're "cash out" when dividends are 

paid. Thus, if a company issues a bond to the public, the company receives cash financing; 

however, when interest is paid to bondholders, the company is reducing it. 

Difference between Cash Flow Statement and Position Statement 

Cash Flow Statement Position Statement 

1.It is a Statement changes in financial 
position 

1.It is statement of  financial position 
 

2. It shows the amount of changes during the 
particular period of time. 

2. It present the amount of assets and 
liabilities at a particular point of time 
 

3. It doesn’t analyze the change in current 
asset and current liability. 

3.It shows the accounting liabilities whether 
current or non- current 
 

4. It is a analytical statement analyzing form 
where they have been used, hence more 
useful.  

4. It is not a analytical statement hence not 
that much useful for decision making as the 
cash flow statement 
 

 

Importance of cash flow statement 

The information which is provided by cash flow statement is neither available in the balance 

sheet nor in the income statement and hence its important. The changes which have taken 

place in between two accounting dates are highlighted by cash flow statement. A lay man 

cannot grasp the underlying significance of achievements and progress of the company simply 

by a personal of the balance sheet and income statement of different years. The comparative 

and analytical study presented by the statement giving the details of sources and uses of cash 

during a given period of immense help to the users of information. It is very useful tool in 

analytical kit of the management also, besides the outsiders, in order to have ‘at a glance’ 

appraisal of the financial and operating performance of a company. Since the statement shows 

the extent to which the working capital has been effectively put to use, the management’s task 



of taking policy decision regarding investment, dividends etc, is great facilitated. The projected 

cash flow statement can also be prepared and then budgetary control and capital expenditure 

control can be exercised to the benefit of the entire organization. 

Uses of cash flow statement 

Cash flow statement of a company is of great value to management shareholders, creditors, 

bankers, money lending institutions etc., 

Informative value:- The financial consequence of business operation are clearly explained in 

details by a cash flow statement some of the problems which crop up in the minds of investors 

are well solved by a simple perusal of this statement for e.g., 

1 .Where have the profit gone.  

2. Why does an imbalance exist between liquidity position and profitability position of 

enterprise. 

 Forecasting value:- A projected cash flow statement can be prepared and resources 

can be properly allocated after an analysis of the present state of affairs. The optimal utilization 

of available cash in necessary for the overall growth of the enterprise. The cash flow statement 

prepared in advance given a clear direction to the management in this raged. 

 Testing value:-Whether the working capital has been effectively is used or not by the 

management can well be tested by cash flow statement. Whether working capital has been 

maintained at proper level, and whether it is adequate or inadequate can be known by a study 

of the statement. The management is warned against the injudicious uses of cash. 

Decision-making value 

Since overall credit worthiness of the enterprise is known, creditors and money lenders can 

decide as to whether they have to provide loans to company or not. The sources of raising cash 

and their application help the shareholders to decide whether the management of the business 

is an enlightened or not regarding managing cash. Mismanagement of cash may be prevented. 

The management can be deciding about the future financing policies and capital expenditure 

programmers. 

The balance sheet, income statement, and cash flow statement are the three generally 

accepted financial statements used by most businesses for financial reporting. All three 

statements are prepared from the same accounting data, but each statement serves its own 



purpose. The purpose of the cash flow statement is to report the sources and uses of cash 

during the reporting period. 

Structure of the Cash Flow Statement 

The most commonly used format for the cash flow statement is broken down into three 

sections: cash flows from operating activities, cash flows from investing activities, and cash 

flows from financing activities. 

Cash flows from operating activities are related to your principal line of business and include 

the following: 

• Cash receipts from sales or for the performance of services 

• Payroll and other payments to employees 

• Payments to suppliers and contractors 

• Rent payments 

• Payments for utilities 

• Tax payments 

Investing activities include capital expenditures – disbursements that are not charged to 

expense but rather are capitalized as assets on the balance sheet. Investing activities also 

include investments (other than cash equivalents as indicated below) that are not part of your 

normal line of business. These cash flows could include: 

• Purchases of property, plant and equipment 

• Proceeds from the sale of property, plant and equipment 

• Purchases of stock or other securities (other than cash equivalents) 

• Proceeds from the sale or redemption of investments 

Financing activities include cash flows relating to the business’s debt or equity financing: 

• Proceeds from loans, notes, and other debt instruments 

• Instalment payments on loans or other repayment of debts 

• Cash received from the issuance of stock or equity in the business 

• Dividend payments, purchases of treasury stock, or returns of capital 



 

Cash for purposes of the cash flow statement normally includes cash and cash equivalents. Cash 

equivalents are short-term, temporary investments that can be readily converted into cash, 

such as marketable securities, short-term certificates of deposit, treasury bills, and commercial 

paper. The cash flow statement shows the opening balance in cash and cash equivalents for the 

reporting period, the net cash provided by or used in each one of the categories (operating, 

investing, and financing activities), the net increase or decrease in cash and cash equivalents for 

the period, and the ending balance. 

There are two methods for preparing the cash flow statement – the direct method and the 

indirect method. Both methods yield the same result, but different procedures are used to 

arrive at the cash flows. 

Direct Method 

Under the direct method, you are basically analysing your cash and bank accounts to identify 

cash flows during the period. You could use a detailed general ledger report showing all the 

entries to the cash and bank accounts, or you could use the cash receipts and disbursements 

journals. You would then determine the offsetting entry for each cash entry in order to 

determine where each cash movement should be reported on the cash flowstatement. 

Another way to determine cash flows under the direct method is to prepare a worksheet for 

each major line item, and eliminate the effects of accrual basis accounting in order to arrive at 

the net cash effect for that particular line item for the period. Some examples for the operating 

activities section include: 

Cash receipts from customers: 

• Net sales per the income statement 

• Plus beginning balance in accounts receivable 

• Minus ending balance in accounts receivable 

• Equals cash receipts from customers Cash payments for inventory: 

• Ending inventory 

• Minus beginning inventory 

• Plus beginning balance in accounts payable to vendors 



• Minus ending balance in accounts payable to vendors 

• Equals cash payments for inventory 

Cash paid to employees: 

• Salaries and wages per the income statement 

• Plus beginning balance in salaries and wages payable 

• Minus ending balance in salaries and wages payable 

• Equals cash paid to employees Cash paid for operating expenses: 

• Operating expenses per the income statement 

• Minus depreciation expenses 

• Plus increase or minus decrease in prepaid expenses 

• Plus decrease or minus increase in accrued expenses 

• Equals cash paid for operating expenses Taxes paid: 

• Tax expense per the income statement 

• Plus beginning balance in taxes payable 

• Minus ending balance in taxes payable 

• Equals taxes paid 

Interest paid: 

• Plus beginning balance in interest payable 

• Minus ending balance in interest payable 

• Equals interest paid 

Under the direct method, for this example, you would then report the following in the cash 

flows from operating activities section of the cash flow statement: 

• Cash receipts from customers 

• Cash payments for inventory 



• Cash paid to employees 

• Cash paid for operating expenses 

• Taxes paid 

• Interest paid 

• Equals net cash provided by (used in) operating activities 

Similar types of calculations can be made of the balance sheet accounts to eliminate the effects 

of accrual accounting and determine the cash flows to be reported in the investing activities 

and financing activities sections of the cash flow statement. 

Indirect Method 

In preparing the cash flows from operating activities section under the indirect method, you 

start with net income per the income statement, reverse out entries to income and expense 

accounts that do not involve a cash movement, and show the change in net working capital. 

Entries that affect net income but do not represent cash flows could include income you have 

earned but not yet received, amortization of prepaid expenses, accrued expenses, and 

depreciation or amortization. Under this method 

you are basically analysing your income and expense accounts, and working capital. The 

following is an example of how the indirect method would be presented on the cash flow 

statement: 

• Net income per the income statement 

• Minus entries to income accounts that do not represent cash flows 

• Plus entries to expense accounts that do not represent cash flows 

• Equals cash flows before movements in working capital 

• Plus or minus the change in working capital, as follows: 

 An increase in current assets (excluding cash and cash equivalents) would be shown as a 

negative figure because cash was spent or converted into other current assets, thereby 

reducing the cash balance. 

A decrease in current assets would be shown as a positive figure, because other current assets 

were converted into cash.An increase in current liabilities (excluding short-term debt which 



would be reported in the financing activities section) would be shown as a positive figure since 

more liabilities mean that less cash was spent 

A4  Softech private limited 

Statement of cash flow for year 2014 -15 

Particulars Amount(Rs)          Amount(Rs) 

CASH FLOWS FROM OPERATIONG ACTIVITIES 

 

Netprofit/Loss(+/-) (16438) 

 

Add: increase in the shorttermprovisions 114950 

Increase in the longtermprovisions 75000 

Decrease in othercurrentassets 90211 

Decrease in short term loans&advances 197491 

Less: decrease in thetrade payable (61875) 

Increaseindebtors (298620) 

Net cash fromoperatingactivities (85000) 100719 

CASH FLOWS FROM INVESTING ACTIVITIES 

Less:   purchaseofasset  

Net cash frominvestingactivities 69000 (85000) 

CASH FLOWS FROM FINACING ACTIVIES 

Add :increase Longtermborrowings 

Net cash fromfinancing activities 69000 

Net increase/ decrease in thecash/cashequivalent 84719 

cash equivalent  at the beginning oftheperiod 458230 

cash equivalent  at the end  oftheperiod 542950 



 

 

 

INTERPRETATION 

 
 Operating   Loss duringtheyear 16438 

 Net increase incashbalance 84719 

 Cash flow from operating activities is positive i.e.100719 

 Cash flow from investing activities is negative i.e. 85000 because of purchase anasset 

 Cash flow from financing activities is positive i.e. 69000 because of taking long term 

borrowings 



Statement of cash flow for year 2015 -16 

 

Particulars Amount(Rs) Amount (Rs) 

CASH FLOWS FROM OPERATIONG ACTIVITIES 
  

Net profit/Loss (+/-) (4309)  

Add: increase in the short term provisions 15000  

increase in the long term provisions 322413  

decrease in other current assets 24074  

increase in the trade payable 102914  

differ tax 66270  

other current liabilities 66270  

Less: increase in non current assets (66270)  

increase in short term loans & advances (159371)  

Increase in debtors (149731)  

Net cash from operating activities  217260 

CASH FLOWS FROM INVESTING ACTIVITIES   

Add : sale of asset 139039  

 
Net cash from investing activities 

  
139039 

CASH FLOWS FROM FINACING ACTIVIES   

Less: decrease Long term borrowings (229934)  

Net cash from financing activities 
 

(229934) 

Net increase/ decrease in the cash equivalent  126365 

cash equivalent at the beginning of the period  542950 

cash equivalent at the end of the period  669315 

 

 



 

INTERPRETATION 

 
 Operating loss  duringtheyear 4309 

 Net increase incashbalance 126365 

 Cash flow from operating activities is positive i.e.217260 

 Cash flow from investing activities is positive i.e. 139039 because of sale of anasset 

 Cash flow from financing activities is negative i.e. 229934 because of payment of long 

termborrowings 



Statement of cash flow for year 2016 -17 

 

Particulars  Amount(Rs) Amount (Rs) 

CASH FLOWS FROM OPERATIONG ACTIVITIES    

Net profit/Loss (+/-)  32200  

Add: increase in the short term provisions  76000  

decrease in other current assets  86338  

increase in the trade payable  312328  

decrease in short term loans & advances  160250  

differ tax  67629  

Less: decrease in the long term provisions  (322413)  

decrease other current liabilities  (66270)  

increase in non current assets  (946663)  

Increase in debtors  (96176)  

Tax paid  (66270)  

Net cash from operating activities   (763047) 

CASH FLOWS FROM INVESTING ACTIVITIES    

Add: sale of asset  3070  

Net cash from investing activities   3070 

CASH FLOWS FROM FINACING ACTIVIES    

Add : increase Long term borrowings  635975  

Net cash from financing activities   635975 

Net increase/ decrease in the cash equivalent   (124002) 

cash equivalent at the beginning of the period   669315 

cash equivalent at the end of the period   545313 



INTERPRETATION 

 
 Operating profit during the year32200 

 Net decrease in cash balance124002 

 Cash flow from operating activities is negative i.e.763047 

 Cash flow from investing activities is positive i.e. 3070 because of sale of anasset 

 Cash flow from financing activities is positive i.e. 635975 because of taking of long 

termborrowings 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



Statement of cash flow for the year end 2017 -18 

 

Particulars Amount(Rs) Amount (Rs) 

CASH FLOWS FROM OPERATIONG ACTIVITIES 
  

Net profit/Loss (+/-) 124109  

Add: increase in the short term provisions 76800  

decrease in other current assets 104648  

decrease in short term loans & advances 119151  

increase in the trade payable 216328  

Less: increase in non current assets (832942)  

Increase in debtors (144515)  

Net cash from operating activities  (336421) 

CASH FLOWS FROM INVESTING ACTIVITIES   

Add : sale of asset 5891  

Net cash from investing activities 
 

5891 

CASH FLOWS FROM FINACING ACTIVIES   

Add: increase Long term borrowings 397917  

Net cash from financing activities 
 

397917 

Net increase/ decrease in the cash equivalent 67387 

cash equivalent at the beginning of the period 545313 

cash equivalent at the end of the period 612700 



INTERPRETATION 

 
 Operating profit during the year124109 

 Net increase in cash balance 67387 

 Cash flow from operating activities is negative i.e.(336421) 

 Cash flow from investing activities is positive i.e. 5891 because of sale of anasset 

 Cash flow from financing activities is negative i.e. 397917 because of payment of long 

termborrowings 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



Statement of cash flow for year 2018-19 

 

Particulars Amount(Rs) Amount (Rs) 

CASH FLOWS FROM OPERATIONG ACTIVITIES 
  

Net profit/Loss (+/-) 278000  

Add: increase in the short term provisions 4778  

decrease in other current assets 95711  

increase in the trade payable 142030  

decrease in non currentassests 693951  

Less: increase in short term loans & advances (111750)  

Increase in debtors (276658)  

Net cash from operating activities 
 

826062 

CASH FLOWS FROM INVESTING ACTIVITIES   

Less : purchase of asset (117000)  

Net cash from investing activities 
 

(117000) 

CASH FLOWS FROM FINACING ACTIVIES   

Less: decrease Long term borrowings (803958)  

Net cash from financing activities  (803958) 

Net increase/ decrease in the cash equivalent (94896) 

cash equivalent at the beginning of the period 612700 

cash equivalent at the end of the period 517804 



INTERPRETATION 

 
 Operating profit during the year278000 

 Net decrease  incashbalance 94896 

 Cash flow from operating activities is positive i.e.826062 

 Cash flow from investing activities is negative i.e. 117000 because of sale of anasset 

 Cash flow from financing activities is negative i.e. 803958 because of payment of long 

termborrowings 

 

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

 

 

DATA ANALYSI    

AND 

INTERPETATION 
 

 

 

 

 

 

 

 

 



CURREET RATIO: 

In order to know the current ratio the percentage of current assets to current liabilities to calculated and 

which is presented in the table. 

 

Current ratio=
𝒄𝒖𝒓𝒓𝒆𝒏𝒕 𝒂𝒔𝒔𝒆𝒕𝒔

𝒄𝒖𝒓𝒓𝒆𝒏𝒕 𝒍𝒊𝒂𝒃𝒊𝒍𝒊𝒕𝒊𝒆𝒔
 

 

year Current assets  Current liabilities Ratio 

2014-15 2824310 1266000 0.22 

2015-16 3235703 1450184 0.23 

2016-17 2961289 1772242 1.16 

2017-18 2949392 2065370 2.14 

2018-19 3147193 2212178 2.23 

 

 

INTERPRETATION 

From the above table it is observed that the current ratios has been increasing in trend. 
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ABSOLUTE LIQUID RATIO: 

Absolute liquid assets are equal to liquid assets receivable. Some examples of absolute liquid assets are cash, 

bank balance, marketable securities etc… 

 

Absolute liquid ratio=
𝑐𝑎𝑠ℎ

𝑐𝑢𝑟𝑟𝑒𝑛𝑡 𝑙𝑖𝑎𝑏𝑖𝑙𝑖𝑡𝑖𝑒𝑠
 

 

Year Cash Current liabilities Ratio 

2014-15 5,42,950 1266000 0.01 

2015-16 6,69,315 1450184 0.03 

2016-17 5,45,313 1772242 0.05 

2017-18 6,12,700 2065370 0.02 

2018-19 5,17,804 2212178 0.01 

 

 

INTERPRETATION: 

From the above table it is observed that absolute liquid ratio is increasing in trend upto 2016-17 and then 

onwards it is decreasing gradually. 
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Cash ratio: 

Cash ratio is the ratio of cash and cash equivalents of a company to its current liabilities. It is extreme liquidity 

ratio cash and cash equivalents are compared with the current liabilities. It measures the ability of a business 

to repay its current liabilities. 

 

Cash ratio: =
𝒄𝒂𝒔𝒉 & 𝑐𝑎𝑠ℎ𝑒𝑞𝑢𝑖𝑣𝑎𝑙𝑒𝑛𝑡𝑠

𝒄𝒖𝒓𝒓𝒆𝒏𝒕 𝒍𝒊𝒂𝒃𝒊𝒍𝒊𝒕𝒊𝒆𝒔
 

 

 

 

 

INTERPRETATION: 

From the above table it is observed that the cash ratio is increasing gradually upto 2016-17 and it goes to 

maximum in 2018-19. 
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Year Cash Current liabilities Ratio 

2014-15 5,42,950 126000 0.09 

2015-16 6,69,315 1450184 0.06 

2016-17 5,45,313 1772242 0.13 

2017-18 6,12,700 2065370 0.14 

2018-19 5,17,804 2212178 4.93 



FINDINGS 

 Itisobservedthattheactivitiesofcash flowof A4 

SoftechPvtLtdaresatisfactorythroughthestudyperiod. Intheyear2014-15theoperating 

activitiesofcashflowsasnegativebutthefinalyeari.e.2018-19itshowspositive 

 

 It is observed that the financing activities of cash flows of A4 Softech Pvt Ltd are 

fluctuated because of increased loans from banks and institutions. 

 

 Net increase in bank and cash balance are satisfactory throughout the study period. 

During the year 2018-19 net increase in cash and bank balance 91% compared to 

previousyear. 

 

 NetprofitofA4 SoftechPvtLtdthroughthestudyperiodis satisfactory. 

 



SUGGESTIONS 

 

 For the improving the financial performance of the company the following 

suggestions aremade. 

 Inordertoreducetheoutsideborrowingsinthecompanyhastoacquire.The 

capitalfromequitysources.Keepinginviewthedebtequitytheproportionas normal. 

 Theliquidityofthecompanyshouldbeimprovedbymaintainingtheoptimum 

currentassetsandliquidassetsaccordingtostandardnorms. 

 Thequantumofthesalesgeneratedshouldbeimprovedimpressivelyinorder 

toattainhigherreturnoninvestment.Toimprovethefinancialhealthofthe company and 

maximizing the time between the source mobilization and 

utilizationthemanagementmustintroducethenewcostsavingtechniques. 



CONCLUSION 

ThefinancialpositionofA4 SoftechPvtLtdhasbeen 

increasedduringthefiveyearperiodof2015-19. 

 
 Thecurrentratiopositionisgood. 

 Theabsoluteliquidratioissatisfactory. 

 Cash ratio is abovepar. 
 

The company trying to improve its profitability position by 

reducing cost of production. 
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CHAPTER – I 
 
 

INTRODUCTION 
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Introduction to HRM: 

Human resource management (HRM) is the function within an organization 

that focuses on recruitment of management and providing direction for the people 

who work in the organization line managers can also perform human resource 

management. 

 
Human resource management is the organizational function that deals with 

issues related to people such as compensation hiring, performance management, 

organizational development, safety wellness benefits, employee motivation, 

communication administration and training. 

 
While miller defines it as “those decisions and actions which concern the 

management of employees at all levels in the business and which are related to the 

implementation of strategies directed towards creating and sustaining competitive 

advantage”. 

 
Some basic Features of HRM: 

 
 

 It is continuous in nature.

 It is concerned with emotional, behavioural and social aspects.

Motivation is the primitive measure that has to be done in every welfare 

activities. So every organization is providing maximum motivation to the 

employee benefits and welfare activities by which the employees are  feeling 

happy to work within the organization. 

 
By this welfare activity which is providing directly or indirectly to the 

employee, he is able to work with satisfaction and obedience among the higher 

authorities and proud to be work within the organization will be increased on 

behalf of the employee and they are interested to work at a maximum strength. 
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Employee welfare implies the setting up of minimum desirable standards and 

the provision of facilities like health, food, clothing, housing, education and job 

security etc; such facilities enable the worker and his family to lead a good work 

like family and social life. Employee welfare also operates to 

 
Naturalize the harmful effects of large scale industrializations and 

urbanizations. 

 
Welfare suggests the well being, happiness, prosperity and the development of 

human resource labour is the work force means the adoption of measures to 

promote the physical, social, psychological and general well being of the 

employees. 

In the broader sense labour welfare means providing social security and 

other activities as medical and canteen, recreation, housing and education 

arrangement for the transportation of the labour and form the work place. 

 
The main aim of labour welfare is to provide welfare facilities and  

amenities as would enable the workers employed in industries (or) factories to 

perform their work in health and high moral. 

 
In order to find out the responses of employees regarding the welfare 

activities provided to them by a sample has been selected and tested with the help 

of questionnaire. 

 
Welfare means faring or doing well. After Employees have been hired, 

trained and remunerated, they need to be retained and maintained to serve the 

organization better welfare facilities redesigned to take care of the well being of  

the employees. They do not generally result in any monetary benefits to the 

employees. Nor are these facilities provided by employees alone. Governmental 

and non-governmental agencies and trade unions too, contribute  towards  

employee welfare. The welfare facilities together contributed to better work. 
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Need for the Study: 

Employee is considered as the chief organ of organizational productivity. The 

ability of the organisation in achieving higher position in terms  of productivity  

and market share highly depends on its manpower. Effective management of 

employees plays a pivotal role in reaching the desired goals of the 

organisation.lanco which is one of the very important power sectors is providing 

services for many years. its ability to produce continuous trusted services  is 

mainly based on the performance of its employees 
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Objectives of the Study: 

1. To present an overview of LANCO with special reference to implementation of 

welfare measures. 

2. To measure the awareness and levels of satisfaction among the employees in 

respect to Welfare Measures implemented by LANCO. 

3. To assess the impact of Statutory, Non Statutory and Social Security measures 

on the job satisfaction of the employees. 

4. To measure the impact of existing welfare amenities on organizational 

commitment, work motivation, absenteeism and labor turnover among employees 

of LANCO. 

5. To identify the awareness and satisfaction level of employees towards the 

welfare measures, working conditions and social security schemesprovided by the 

organization. 
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Scope of the Study: 

This study is confined to present the research results with reference 

employee welfare measures implemented in lanco the study covers the issues 

including statutory and non statutory measures implemented in lanco.the study is 

restricted to lanco only. the study does not take into consideration other power 

corporation due to constraints of time and scope. 



6  

 

Methodology: 
 
 

Methodology is a systematic procedure of collecting information in order to 

analyse and verify a phenomenon. To entire study is based on both the primary 

data and the secondary data. 

 
Data collection: 

 
 

Data is collected through two sources they are 
 
 

Primary data: 
 
 

Primary data is collected from the selected sample employees (100) by by 

using structured questionnaire which consists of 15 open ended questions. 

 
2. Secondary data: 

 
 

Secondary data is collected from company broachers records and manuals. 

The data was analysed with the help of tables and charts findings for 

each diagram were written and suggestions were offered at the end of the report. 

 
 
 
 
 

Sampling method: 
 
 

The lanco has been selected as the sample organization for this case study because 

it is private sector organization which is labour intensive it is also expected that  

the selected organization would have an efficient recruitment and selection. 

Random sampling method used for this study. 
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Sample size: 

The respondent under study was selected through the simple random sampling. 

Among the total population in the organisation the respondents was selected 

randomly. In the size of the sample was 50 employees out of the total strength 

 
Sample test: 

For the purpose of this sample list was prepared is consultation with faculty 

members and HR managers workings in the genting lanco kondapalli power plant. 
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Limitations of the Study: 
 

1) The study covers employee welfare practices adopted by LANCO withspecial 

reference to 

1. LANCO only. Hence it is only an illustrative but not an exhaustive study of the 

employees 

Working for LANCO. 

2) The time is not sufficient for doing study because the study is conducted in 45 

days only. 

3) Employees are not free to give all information for study. 

4) The results depends on the answers released from the respondence which may 

be biased. 



 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

CHAPTER-II 

INDUSTRY PROFILE 
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ELECTRICITY is one of the vital requirements in the overall 

development of the economy and is therefore, appropriately called the ‘Wheel of 

Development’. In fact, the power sector has played a dominant role in the socio- 

economic development of the county. As a convenient versatile and relatively 

cheap form of energy it plays a crucial role in agriculture, transport, industry and 

domestic sector. Hence power has all along remained in the priority list of Indian 

planners and plan outlays have reflected this aspect. The outlays for power sector 

have been around 19% of the total outlays for the public sector in various plan 

periods.There has been a spectacular increase in the installed generating capacity 

of electricity in the country. starting with a capacity of about 1360MW at the time 

of independence, 

Despite tremendous increase in the availability of power since 

independence there is acute power shortage gap between demand and supply. The 

per capita consumption of power in the country is very low as compared to the 

position in the developed countries. Power is a key input for economic growth 

has as direct relationship with the national productivity as also the overall 

economy of the country. 

There has been diversification of the sources of generation in terms 

of hydel, thermal and nuclear sources. The share of hydel in the total generating 

capacity had drastically come down and that of thermal had shown noticeable 

increase. Another significant change is the increasing share of central sectors in 

recent years. 

The share of the thermal element in the installed generating 

capacity, which is also predominantly coal-based, shows a steady increase. Thus, 

the relatively cheaper and a more desirable change in terms of a higher share of 

hydel source, which is renewable, have not materialized. 
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Power scenario: 
 

The power sector is at cross roads today. There is a chronic power 

shortage in the country mainly attributable to demand of power continuously 

outstripping the supply. 

Hydel power: 
 

In the present global energy context, there are certain aspects, 

which have acquired a new significance. The development of hydropower has to 

be given a major thrust in the current decade. We still have large untapped hydro 

power potential, but its development has slowed down on account of lack of 

financial resources, interstate rivalry, inefficiency of certain state electricity boards, 

variations in the course of the monsoons etc. a concerted effort is imperative to 

overcome the hurdles and enlarge the share of the hydro power generation in the 

country. This will help not only in tapping a renewable resource of energy, but will 

provide essentially needed peaking support to thermal power generation with the 

pattern of demand for electricity. Since the planners’ initial enthusiasm about the 

large hydel projects has waned somewhat, India will do well to take recourse  to 

the Chinese pattern of micro and mini hydel projects wherever the terrain is 

suitable. 

The National Hydroelectric Power Corporation has been assigned a 

dominant role in accelerating the development of the large hydel potential in India, 

particularly in the Himalayan region. 

A top level official committee has recommended a Rs. 300 Crore 

renovation and modernization (R &M) programmed that will seek to cover 93 

hydel power plants in India and result in additional capacity of 527.81 MW. 

The growth of the power sector was marked by adequate share of 

hydro capacity up to the end of Third five-year Plan (1961-66). However, 

thereafter there has been a continued decline and the proportion of hydropower 
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has dropped from 45.86% in 1966 to about 28% by March 1992. Many of the 

problems in the power supply and power system in the country can be attributed 

inter alia to the declining hydro share in the power system and consequent growth 

of thermal development in the sub-optimal manner. 

Government of India has recently constituted a group to identify 

new hydel projects on which advance action can be taken In order to give a boost 

to the development of hydro power more and more hydro electric projects are 

being planned or being implemented in the central sector. In order to achiev this 

four Corporations have already been set up under Central or in joint sectors. 

They are 
 

1. National Hydroelectric Power Corporation (NHPC). 
 

2. North-eastern Electric Power Corporation (NEEPCO). 
 

3. TathpaJhohri Power Corporation (NJPC). 
 

Mini hydel plants: 
 

There are number of states in the Country where mini hydel  

projects can be set up at comparatively lower investments to supplement other 

sources of energy. According to reliable estimates the total potential of mini-hydel 

plants all over the country is around 5000MW. This includes 2,000MW in hilly 

areas at “high heads and low discharge” points and 300MW at “low heads and low 

Discharge” points, Particular drops and irrigation systems. 

Many of the States have surveyed potential mini-hydel  schemes  

and identified several sites for instance, Punjab has identified 130 falls. With a 

combined capacity of 100 MW. Andhra Pradesh has identified projects that could 

yield a total of 50MW while Karnataka has estimated that some 175 mini- hydel 

projects in the state could yield 200 MW. Jammu Kashmir have identified 54 mini- 

hydel project sites while TamilNadu has carried out feasibility studies on 72 sites 

with a total potential of 150MW. 

The World Bank has estimates, the cost of generation from mini- 
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hydel turbines to be only 60 paise per kWh at 60 per cent plant load factor. 

 
 

Mini-hydel schemes have several advantages: 
 

1. They do not require larger capital investment and their gestation period is only 12 

to 18 months. 

2. They are ideal for decentralized energy generating sources. 
 

3. These projectors cause very little environmental disturbances, and also do not 

have to depend on any depleting sources of energy. 

Thermal power: 
 

Thermal units have emerged as the largest source of power in India. 

But unfortunately, the progress of power generation in this sector has not been 

marked by any new breakthrough. At present stress continues to  be  laid  on 

thermal power station because of shorter construction time. Using better project 

management techniques is shortening the construction period for these plants. It  

has been possible to improve overall efficiency of thermal plant by using gas 

turbines in conjunction with conventional steam turbines. 

The union government has, in order to step up central generation in 

the country, established super thermal power Station in different regions. The 

National Thermal power Corporation (NTPC) was established in 1975 with the 

objective of planning, promoting and organizing integrated development of 

thermal power in the country. 

Highlights: 
 

1. Two part system for thermal tariffs and single tariff for hydel projects. 
 

2. Exchange fluctuations to be compensated 
 

3. Operating and Maintenance expenses at 2.5 per cent respectively for thermal and 

hydel units in the base year. 
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4. Optimal capacity utilization norm for thermal units: 6000kwh/kw/year: 90 per 

cent dependable hydrology for stations exceeding 15ME capacity. 

5. Tariff to be computed for a period of five years. 
 
 
 

The state electricity boards: 
 

The State electricity boards (SEBs) are autonomous bodies created 

under the Electricity (supply) act, 1948 and have the statutory responsibility of 

generating and supplying power in the most economical manner to the consumers. 

The underlying idea behind the central enactment was to confer autonomy on the 

SEBs so as to enable them to function strictly on Commercial principles. 

Role of national thermal power corporation(NTPC): 
 

In just 17 years National Thermal Power Corporation (NTPC) has 

grown to be the largest producer of electric power in the Country. With over 

13,000MW commissioned capacity and approved capacity of 16,835MW at an 

estimate of Rs. 23,218 Crore. This installed capacity of the company accounts for 

about 26% of the thermal capacity and 18% of the total capacity of the country. 

The company has also played the lead role in the augmentation of transmission 

network by setting up of around 17,000 circuit kilometers of high voltage 

transmission network across the country. These transmission systems now stand 

transferred to the newly formed Power grid Corporation of India. NTPC has been 

playing a significant role in meeting the Country’s power demand 

Geo power system: 
 

Geo Power System is a natural air-conditioning system for 

residential and commercial premises, using geothermal energy available beneath 

the ground surface at a depth of 5 meters. It is intelligently designed to ventilate  

the interiors to all corners and to effectively enhance the internal conditions by 

removal of formaldehyde which is harmful to ones health. This system provides 

natural environment-like conditions to oneself, increases house life and protects 
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the environment. 

 
Geo Thermal Energy: 

 
Geo Thermal energy can be explained in simple terms as the 

thermal energy available at a depth of 5 meters below the ground where the 

temperature remains stable all round the year between 15-18 degrees Centigrade 

i.e. 59-65 degrees Fahrenheit. This thermal energy does not change with respect to 

the outside temperature considerably. The only change visible is very small which 

also has a time lag with respect to outside temperature. The temperatures beneath 

the ground are rather cool (15 degrees C) when in summer and warm enough (18 

degrees C) during winter. This provides the feed for the natural air conditioning 

system. 

Geo Power System Operation: 
 

GEO Power System is a three in one system combining the 

effectiveness of three factors namely, Geothermal Energy + Air Circulation + 

Ventilation. This system is one of a kind system which ensures high quality of life 

with high performance at a relatively low cost. 

 
 

During summer: 
 

Cool Air Inside/Hot Air Outside 
 

Ventilation: 
 

Ground Air is pumped into the house after being cooled by the GEO PIPE. 

The hot air is being ventilated out of the house through the attic ventilation 

Circulation: 
 

Ground Air is pumped into the house after beingcooled by the GEO PIPE 
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During winter: 
 

Maximum Use of Warm and Generated Heat Keep away from Cold Air. 
 

Ventilation: 
 

The Ground air is pumped into the house after being heated up byGEO 

Pipe. Current Air Mass is discharged from the attic ventilation. 

Circulation: 
 

By Using the Geo Thermal Heat, the heat generated in the house and the 

available hot mass, the house is kept away from the cold. The special system 

namely Solar Bless introduces the heat from the sun to the cobble stone layer for 

recycling it to the interiors. 

The effect of Geo Power System: 
 

Salient Features of Geo Power System [For Human Race] 
 

1. Recovering Self Resistance: 
 

Human body is empowered by nature to regulate self temperature. 

Although this power has been declining due to the increasing usage of air 

conditioning systems in all seasons, the usage of this natural air conditioning 

system helps in the revival of this power. 

 
 

2. Healthy and Comfortable Living Space: 
 

The systems usage of natural resources to effectively control the 

temperature and ventilate at all hours, successfully creating a better, healthier and 

comfortable living space. 

3. Protects the Young and theOld: 
 

Better health services are provided for children as well as old with 

primary significance, the power of thissystem minimizes temperature differences 

between interior rooms helps better health keeping for the young and the old. 
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4. Natural Purification: 
 

The system includes natural purification of minute impurities in the 

air which are cleaned before being pumped into the house. This is done with the 

help of condensed moisture which accumulates at the surface of the cobblestones 

and the pipes. 

 

 
5. Humidity control and Germ Prevention: 

 
Using Natural Dehumidifiers and health care material like 

tourmaline, charcoal and copper the humidity is controlled and also help in germ 

prevention. 

[Ecosystem and Environment] 
 

1. Energy Saving: 
 

The most scarce resource in the world is the forms of energy 

available to mankind. With ever increasing dependence on electricity as  a  

medium of energy, the invention of alternative energy resources is a tough  ask. 

The usage of alternative energy form by this system greatly helps in reducing the 

usage of conventional electricity for air conditioning and also helps in reducing  

the emission of harmful CO2 into the environment. 

2. Heat Island Phenomenon Reduced: 
 

Reduction in the usage of electric air conditioning systems helps in 

the reduction of the heat island phenomenon. 

[Building Structure] 

Increased Durability: 

The durability of the building both exteriors and interiors is 

increased by the prevention of mould and dewfall. The corrosion of the building 

mostly due to water reasons and humidity is avoided by using dehumidifier’s 
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namely ceramic charcoal and others. This helps to maintain the good condition of 

the building. 

 
 

2. Low Cost and Maintenance Friendly: 
 

Since the system is made up of several small independent units, the 

maintenance is simple and the costs for the same are low. 

Nuclear energy: 
 

The planners, right from the beginning understood the importance 

of nuclear energy in meeting the country’s long-term energy needs. Recognizing 

that nuclear technology would be subject to a progressively restrictive technology 

central regime and also that the long term strategies for exploitation of the 

country’s vast thorium resources are bound to be some what different from those  

of most other countries engaged in nuclear power development, tremendous 

emphasis was placed on achieving self reliance in technology development. This 

policy has yielded rich dividends and today one can proudly use the realization of 

indigenous capability in all aspects of the nuclear fuel cycle. 

1. Tarapur Atomic Power Station (TAPS)-It provides electricity to Maharashtra and 

Gujarat. 

2. Rajasthan Atomic Power Station (RATS)-It provides electricity to Rajasthan. 
 

3. Madras Atomic Power Station (MAPS)-It provides electricity to Madras. 
 

4. Narora Atomic Power Station (NAPS)-It provides electricity to up and Delhi. 
 

Advantages: 
 

1. Nuclear source is clean, compact and concentrated. 
 

2. Nuclear is economical. 
 

3. A unit of electricity from the nuclear power stations at Tarapur and Kalpakkam 

cost 40 to 58 paise per kWh compared with 60 to 90 paise per kWh from thermal 

Station in the respective regions. 
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4. The greatest advantage of nuclear power is that it can be installed in locationeven 

remote from hydel and coal resources. 

 

 
Ocean energy: 

 
The long standing proposal to tap non-conventional source  of  

ocean energy for power generation is expected to get a fillip with a joint team of 

the Tamilnadu electricity Board and the Ocean Energy Cell of Indian Institute of 

Technology, Madras commending the offer of the U.S. based firm sea solar power 

(SSP) to set up 6 Ocean Thermal Energy Conversion (OTEC) plants of 100 MW 

capacities each along the Tamilnadu Coast for serious consideration and 

recommending the setting up of one plant to begin with at Kulasekarpatnamarea. 

The Capital cost per K.W. of power production is estimated at US 

$1000 for OTEC plant compared to US$1100 for oil based US$2200 for coal 

based, US$2340 for hydro, and US$2450 for nuclear power. The fuel cost in the 

case of OTEC is practically nil. Moreover valuable bi products are obtained from 

OTEC plants. These include fresh water for irrigation and drinking, hydrogen and 

oxygen which can be used as feedstock in manufacture of other products,  

ammonia that can be used as fertilizers and methanol that can be mixed with 

gasoline. 

Wind energy: 
 

Wind energy is fast emerging as the most cost-effective source 

ofpower as it combines the abundance of a natural element with modern 

technology. The growing interest in wind power technology can be attributed not 

only to its cost effectiveness but also to other attractive features like modularity, 

short project gestation and the non-polluting nature of the technology. In India, the 

exercise to harness wing energy includes wind pumps, wind battery  chargers, 

stand alone wind electric generators and grid connected wind farms. The 

department of non-conventional energy sources (DNES) in association with state 

agencies has been responsible for creating and sustaining interest in the field. 
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Solar energy: 
 

It is believed that with just 0.1 per cent of the 75,000  trillion kHz  

of solar energy that reaches the earth, planet’s energy requirement can be satisfied. 

Electricity can be generated with the help of solar energy through  the  solar 

thermal route, as well as directly from sunlight with the help of Solar PhotoVoltaic 

(SPV) technology. SPV Systems are being used for lighting, water pumping, and 

telecommunications and also for village size power plants in rural areas. SPV 

systems are being used to provide lighting under the National Literacy mission, 

refrigeration for vaccine storage and transport under the National immunization 

programme, drinking water and power for telecommunications. Indian railways 

have been using this technology for signalling. 

Pricing: 
 

Electricity by no means is a cheap form of energy. If its efficient use is to be 

encouraged, the price of electricity should reflect its true economic value. There 

could be cross subsidization within the tariff structure to a limited extent, but this 

cannot be extended to a level where the viability of the industry is jeopardized. 

Problems: 
 

The power sector in India is beset with a number of problems. They  relate to 

delays in the formulation and implementation of various projects, poor utilization 

of capacity, bottlenecks in the supply of coal to thermal station, and its poor 

quality, faulty distribution and transmission arrangements and bad planning  

leading to an injudicious hydel thermal mix. Ecological problems are also vexing 

this sector. 

Hurdles in environmental clearances tend to slow down completion 

of power projects. Compensatory forestation and land acquisition have proved to 

be major bottlenecks in the clearance of power projects. The main problem faced  

in the case of environmental clearances is the shortage of land for compensatory a 

forestation. While project authorities are prepared to invest funds in a forestation 

land, the state governments are not able to provide the required land. The 
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Government has proposed to set up a task force to look into clearances for power 

projects and speed up the clearances. 

 

 
Short and long term measures to cope with the energy shortages: 

Short term Strategy: 

1. The increased number of short gestation gas based projects to add capacity and 

stabilize power supply. 

2. Permitting the use of gas and oil fuels at selected power plants either to  

supplement or to substitute coal with a view to increase power production. 

3. Undertaking renovation and modernization programs at the various thermal and 

hydro power plants to improve availability and performance and maximize power 

generation. It is hoped that Power Finance Corporation would play a significant 

role in this regard. 

4. Improving the quality and ensuring consistency of coal supplies to power plants. 
 

5. Reduction in Transmission & Distribution losses. 
 

6. Effective interconnected operation of power systems in the various regions to 

enable transfer of power from surplus to deficit systems and also ensure delivery  

of power from Central sector power plants to beneficiary states. 

Long term strategy: 
 

1. Acceleration of hydro development by focusing on removing the various 

inadequacies in organization. Management funding etc. it would be desirable and 

necessary to make provision of adequate funds especially earmarks for hydro 

development. 

2. larger T & D Programmes to remove the present inadequacies, strengthening of  

the regional grids and bringing about an overall improvement in the T & Dlosses. 
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3. Coal benefaction by adopting more sophisticated techniques to ensure better and 

consistent quality of coal to the power plants. 

4. Diversification of fuels and modes of transportation of coal to thermal power 

plants to ensure adequate supply of fuel of appropriate quality. 

5. Strengthening the organization responsible for erection and commissioning of 

power plants. 

Private sector participation in power generation: 
 

The central Government has formulated a scheme to encourage 

greater participation by private enterprises in electricity generation, supply and 

distribution. Private enterprises can set up units either as licensees, distributing 

power in a licensed area from own generation or purchased power or as generating 

companies, generating power for supply to the grid. The breakup of the capital 

investment is: 

1. 20% equity out of which at least 11% to be raised as promoter’s contribution 
 

2. 80% of the capital investment to be raised through loans and only 50% of this 

amount could be raised from public Fls. 

3. Debt equity ratio has been raised up to 4:1 
 

4. Increase in the prescribed rate of return for the license has been approved from the 

existing 12% to 15%. 

5. Capitalization of interest during construction has been permitted at the actual cost 

(instead of the present 1% above the Reserve Bank rate) for the initial project as 

well as for the subsequent expansions. 

6. Period of initial validity of the license has been increased to 30 years from the 

existing 20 years and subsequent extension for 20 years on each occasion. 

7. Private licenses have been exempted from obtaining clearance under the MRPT 

act. 
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8. To ensure additional resources mobilization it has been proposed that at least 60% 

of the outlays come from sources other than public financial institutions and at 

least 11% through promoter’s contribution. 

9. A special cell to be created in department of power to deal with proposals 

expeditiously for private sector participation. 

The future: 
 

Government’s decision to invite the private sector to participate in 

the power generation sector is most opportune and constructive approach par 

excellence. 



 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Chapter – III 

COMPANY PROFILE 



 

 
Genting Lanco Power (India) Private Limited is a subsidiary of Genting group of 

companies based at Kuala Lumpur, Malaysia. Genting group has its presence in 

diversified fields like Power, Plantations, Paper & Packaging, Entertainment, 

Resorts & Hotels, Property development, Cruise liners, e Commerce, Oil and Gas. 

Genting group is Malaysia’s leading multinational corporation and 

one of the Asia’s best-managed companies with over 36,000 employees globally. 

The group is renowned for its strong management leadership, financial prudence 

and sound investment discipline. 

The combined market capitalization of the group is about US $9 

billion. The operating revenue for the group for the year 2007 isUS $1.53 billion. 

Genting Lanco Power (India) Private Limited has entered into 15 years 

Operations and Maintenance Agreement with LancoKondapalli Power Private 

Limited, who are the owners of the 368 MW gas fired combined  cycle power  

plant at kondapalli. 

Genting Lanco Power (India) Private Limited has its registered office at 

LancoKondapalli Power Plant, Kondapalli IDA, and Krishna District. 

 
 
 
 

Lanco Group Profile 
 

LANCO Group, headquartered in Hyderabad, India is one of the 

leading business houses in than South India. It has an asset base of US $ 450 

million and a turnover of more US $ 300 million. With operational experience in 

power plants based on Gas, Biomass and Wind and an operating capacity of 509 

MW, LANCO is heading for a capacity of 2500 MW and an asset base of US $ 2.5 

billion by the year 2010. 

Lanco is a well-diversified group with activities like power generation, 

engineering and construction, manufacturing, Information technology (IT), and 

property development. Lanco group is striving to Empower, Enable and Enrich 



 

 
partner, business associates and to be the chosen vehicle for growth for  

stakeholders and source of inspiration to the society. The group is recognized as a 

leading player in the Indian economic scenario with operation in USA and UK. 

LANCO also has presence in Civil Construction, Property Development, 

Manufacturing of Pig Iron & Ductile Iron Spun Pipes and Information Technology. 

LANCO’s overall growth is attributed to its technical, Commercial and managerial 

skills, which is appreciated by its International partners – Commonwealth 

Development Corporation (ACTIS/Globules) of the United Kingdom, Genting 

Group of Malaysia and Doosan of Korea. 

History and evaluation: 
 

The Lanco group of companies was established nurtured and 

developed by a team of dedicated young technocrats. The burning desire to  

achieve versatility in engineering spawned the magnificent decade –old growth of 

the present day multifaceted conglomerate that touches the nerve center of the 

country. 
 

L. Rajgopal, a technocrat-turned industrialist, is the Founder 

Chairman of LANCO Group. Established in 1989, the Group’s activities range 

from Power Generation, Engineering and Construction, Manufacturing to 

Information Technology. Under his dynamic leadership, the Group’s capital outlay 

has touched a whopping US $ 450 million and is recognized as one of the leading 

players in the infrastructure sector in India. 

 
 

Member of Parliament: 
 

After one-and-a-half decades of outstanding contribution to the 

industry, Rajagopal chose to enter public life in 2003. He contested the recent 

elections to the Lower House of Parliament for Vijayawada constituency and won 

a landslide victory. As a Member of Parliament, his avowed mission is to make 

difference in public life. 



 

 

Objectives: 
 

1. To provide basic amenities for the rural poor. 
 

2. To save arts of historical relevance which are on the verge of extinction. 
 

3. To develop integrated programmes for the differently abled. 
 

4. To encourage fresh talent in the area of sports. 
 

5. To take up other humanitarian activities. 
 

Lanco industries limited: AN ISO 9001 Certified CO: 
 

Lanco industries Ltd. is established in the year 1993 had setup a state-of-the-art 

integrated Pig Iron and Cement Plants, which had infectset the countries modern 

day technological innovations. The complex has a captive power plant generating 

2.5 MW of electricity from waste that meets the substantial part of the power 

requirement. 

Lanco construction limited: 
 

This was established in the year 1993 and has executed most 

demanding and difficult projects in the field of civil and construction engineering. 

Lanco constructions ltd. today stand tall and proud as one the leading civil 

engineering companies by building competencies, developing  modern 

construction management methods and by adopting the highest standards of guilty. 

At Lanco, diverse dimension of growth is achieved 

through converging rays of vision creating dimensions. 

KALAHASTI CASTINGS limited, an example of the forward 

integration of the company established in 1997 located strategically beside the Pig 

Iron Plant avoiding re-melting and transportation, it employs delved process that 

ensures the highest quality and durability. 

Lanco project limited: 



 

 
Focuses on the immense opportunities in the area of Real Estates, 

Construction and Property Development, International shopping malls, Food 

counters etc are few projects on the anvil. 

LANCO’s venture into power is a natural extension of its core mission. 

LancoKondapalli Power Pvt. Ltd. is a short gestation Poly fuel based combined 

cycle power plant. The 368.144 mw (ISO) power plant has a build- operate -own 

agreement with the state government. It is Lanco’s timely answer to the nations 

increasing power needs. LancoKondapalli Power Ltd. is a joint venture involving 

Lanco group, Genting Group of Malaysia, Hanjung (the Korean heavy industries 

and Construction Company) and the Common Wealth Development Corporation 

Ltd. The project reflects Lanco’s ability to partner with the global players and 

achieve inter organization synergies that give its vision great scope and reach. 

Lancokondalpalli power private limited: 
 

Vision: 
 

1. To empower, enable and enrich partners, business and associates. 
 

2. To be the chosen vehicle of growth for the Stakeholders and a sourceof 

inspiration for the society. 

Mission: 
 

1. To be a leader in all areas key to the development of a nation and progress ofthe 

world. 

2. To be a leader in the field of Infrastructure, Manufacturing and Information 

Technology. 

3. To become learning organization and enable people to think likegeniuses. 
 

o Where every associate achieves outstanding results. 

o Where capabilities are nurtured and stretched beyond boundaries for new 

understandings, high performance, quality relations and attainment of peace and 

happiness. 



 

 
o Where an employee makes transaction from an old world to a new world, from an 

old understanding to a desired understanding and from a subordinate to an 

associate. 

4. To constantly evolve and seek synergies between the interests of employers and 

those of employees and to work intelligently towards empowerment ofassociates. 

5. In view of global competition and knowledge explosion infusion in the market 

place with complex, cognitive work, we seek to build efficiencies in such an 

uncertain environment through empowerment of employees. 

o Where decision-making is at frontline levels. 

o Where decision-making responsibility vests with self-directing teams close to 

internal and external customers and associates take charge of their own jobs. 

o Where the organization is built, sleek, for speed, flexibility, quality and service  

that are essential for global competition. 

6. To make association with us an enriching experience to our partners, businesses 

and associates. 

7. To work with honest purpose, strategic planning and enduring perseverance to 

achieve customer satisfaction, stakeholder benefits and measurable economic 

growth for the organization. 

Philosophy: 
 

1. Assemble best people, delegate authority and don’t interfere “people make the 

difference. 

2. Business heads are entrepreneurs. 
 

3. Mistakes are facts of life. It is response to the error that counts. 
 

Success: 
 

1. Create your luck by hard work 
 

2. Trust + delegation = growth. 



 

 

Work culture: 
 

1. Commitment, creativity, efficiency, team spirit. 
 

Promoters and equity partners: 
 

The power project is promoted by Lanco group of India and is co- 

promoted by: 

1. Genting Group of Malaysia. 
 

2. (CDC) Common wealth development corporation UK. 
 

3. (Doosan) Doosan heavy industries and construction co.ltd in Korea. 
 

Location: 
 

The plant is located at Kondapalli industrial development area in Krishna (Dist.)  

of Andhra Pradesh. The plant is connected by road (national high way no. 9),  

broad gauge railway line and is approximately 25 km from Vijayawada .The 

registered office is at Lanco house, No - 565, 

phase - III, Jubilee Hills, Road no – 92, Hyderabad, Andhra Pradesh 500033, India. 

Nearest railway station - Kondapalli railway station 

Nearest airport - Gannavaram 
 

Access road - National highway No –9 
 

Source of water - Krishna river 9-km from the site 

Climatic condition - Tropical hot, Humid. 

 
 

Lanco power plant/ operation and maintainence: 
 

The project comprise of a combined cycle power plant consisting  

of two (2) gas turbine generating units, two heat recovery steam generator and one 

steam turbine generation unit along with all electrical system, controls and 



 

 
instrumentation, civil, structural and architectural works. 

 
LancoKondapalli Power Private Limited (LKPPL) is an 

Independent Power Project (IPP) located at Kondapalli Industrial Developmental 

Area near Vijayawada in India, set up at a cost of around Rs.11,000 million (US 

$275 million), the Plant is a 368.144 MW Combined Cycle Power Project 

operating on Natural Gas as Primary fuel. 

The plant operates on natural gas as the main fuel and Naphtha; 

HSD as the alternative fuels Natural gas fuel is being received at site from  

Tatipaka near Rajahmundry through a pipeline laid down by GAIL 

 
 
 
 

fuel received 
 

naphtha fuel        -  through dedicate pipeline from hcplkondapalli depot 

hsd - road rankers 

 

 
The Operations & Maintenance of the plant is done by GLPIPL (Genting Lanco 

Power (India) Private Limited) which is a joint venture of Lanco group Hyderabad 

and Genting Group of Malaysia. 

Awards and certificates: 
 

1. Leadership and Excellence Award in Safety, Health & Environment 2002 by Co- 

federation of Indian Industries. 

2. Best Environmental Improvement award 2003 FAPCCI. 
 

3. Certificate of Environmental management system with ISO 14001 (1996) from 

LRQA April 2003. 

4. Environmental Excellence Award 2004 by Green-tech Foundation, New Delhi. 
 

5. Certificate of Quality Management System with ISO 9001 LRQM; April2004. 



 

 
6. 25% Cess Rebate on Water uses by APPCB. 

 
7. OSHAS 18001 Certified – June 2005. 

 

Environment policy: 
 

We are committed to achieve satisfaction of interested parties and 

protect environment by: 

1. Generation of power by implementation of prudent Eco friendly methods. 
 

2. Conservation of natural resources like natural gas and water. 
 

3. Complying to all the legal requirements. 
 

4. Continual improvement in the environmental performance by minimizing the 

emission and discharges & prevention of pollution. 

5. Enhancing environmental awareness among employee’s contractors and 

surrounding society. 

Quality policy: 
 

We are committed to continually improve the quality of our 

performance through the application of our Quality policy. 

1. Utilizing Commercial, Engineering and Human Resources, to minimize risks to 

Personnel, Plant & Equipment and Maximize plant Availability for Generation of 

Power. 

2. Providing the best policies level of commercial performance for the benefit of all 

Stake Holders. 

3. Implementing prudent utility practices and providing Healthy and Excellent 

working Environment in all Disciplines of Engineering and Business as 

documented in the Quality System. 

Occupational health and safety (OH&S) policy: 
 

The Management is committed to maintain high standards of health and 

safety in the workplace and shall consider OH&S in all its business activities. 



 

 
1. Provide a safe working place to all of our direct and indirect employees by 

minimizing Occupational Health & Safety Risks and practicing National 

Standards. 

2. Monitor and maintain health, safety and welfare of all employees and comply with 

all applicable statutes. 

3. Provide appropriate and on going information, Instruction and Training of our 

direct and indirect employees. 

 
 

LKPPL’S commitment to clean and safe environment: 
 

(Green belt Management) 
 

Lanco Commitment to re vegetation is 
 

1. Encourage native fauna to develop. 
 

2. Contribute to a reduction in green house gases 
 

3. Reduce noise level 
 

4. Minimize the effect of soil erosion. 
 

5. Help to restore the site to a sustainable system. 
 

On going trees planting and maintaining theme are the important aspects of 

environmental management program at LANCO. 

Noise management: 
 

Efforts to minimize noise emission from equipment and activities. 
 

1. Acoustic linings around gas and steam turbines and boilers. 
 

2. Silencers have been provided. 
 

3. Noise minimization policy for equipment 

Effluent discharged from power plant: 
 

Well-developed  chemical laboratory to cater the need for 



 

 
monitoring effluent quality as per APPCD Norms. 

 
1. Gaseous emission mgt. – as issues of green house gases has become prominent in 

the public. 

2. Water mgt. - Acknowledges importance of maintaining water quality. 
 

3. Community participation. 
 

4. Environmental awareness training. 
 

Company highlights: 
 

1. 368.144 MW combined cycle power plant under build – operate – own 

arrangement with the state government. 

2. The single largest investment in Andhra Pradesh, by any Andhra Pradeshbased 

group. 

3. Power purchase agreement firmed with AP TRANSCO for 15years. 
 

4. Eco – friendly, adhering to highest standards of safety and conversion of natural 

resources. 

5. The first project cleared by Central Electricity Authority (CEA) under the 

international competitive Bidding (ICB) route for power projects in India. 

6. The first of the ICB power projects in India to achieve financial closure and 

complete construction in shortest possible time. 

7. One of the lowest evacuations costs to APTRANSCO. 
 

8. The first private sector power project to receive disbursement of finance from 

Power Finance Corporation limited, India. 

9. The shortest construction time in the private sector 
 

10. Location advantages include: 
 

a) Proximity to National and state Highway 
 

b) Just 1.5 km from fuel storage facility of Hindustan Petroleum Corporation limited. 



 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

CHAPTER-IV 

THEORITICAL FRAME WORK 



 

 
Labour welfare measures a theoretical concept: 

Labour welfare has been defined in many ways even then there is no single 

definition which is universally accepted. 

According to oxford dictionary-“LABOUR WELFARE IS EFFORTS TO 

MAKE LIFE WORTH LIVING FOR WORKER.” 

Mr. Archer James Jodd remarks that “A Series of shortly diverse opinions 

exits on the e motives and merits o industries welfare work “.According to Royal 

commission of Labour, the term welfare as applied to industrial workers, is one 

which must necessarily be elastic, bearing somewhat different interpretation on one 

country from industrialization and the educational development of the workers. 

As defined by the Encyclopaedia of social science “labour  

welfare implies voluntary efforts of the employers to establish within the existing 

industrial system working and sometimes living condition of the employees 

beyond what is required by law”. The Industrial Labour  Organization  (ILO) 

denies Labour welfare as” workers welfare should be understood as meaning of 

such services facilities might best established in or In the vicinity of understanding 

to enable the persons employed to perform their work in health, congenial 

surroundings and provided with amenities conductive to good health and high 

moral”.. 

 

Significance of labour welfare: 
 

The significance of welfare facilities accepted early as 1931, when the 

Royal Commission on labour stated. The benefits are of great importance to the 

workers, which he is unable to secure by himself. The schemes of Labour welfare 

may be regarded as wise investment because these would bring a profitable in the 

form of greater efficiency. 

 
The working environment in the factory adversely affects the health of 

employees because of excessive heat or cold, noise, down fumes, dust and lack of 



 

 
sanitation and pure air. Such oppressive conditions create health problems for 

workers. These have to be contained through preventive steps aimed at improving 

the lot of workers. 

 
The reason in favour of welfare work is called the social invasion of the 

factory workers face lots of adjustments problems when they take up factory work. 

The congested environs noisy machines,  slum areas, monotonous jobs impact the  

of realities who come to cities in search of jobs. To escape from such trying 

conditions the workers absent him, become irregular and show signs of indiscipline. 

Such changes called social invasion of the factory-call for extra inducements in the 

workplace in addition to wages, so that a worker begins to enjoy fuller and richer 

life. 

 
Another social reason pointed out by the labour investigation committee 

reads than 
 

1. Canteen improves the physique entertainment reduces the incidence of 

vices. 
 

2. Medical facilities, child welfare measures in improve the health of workers. 

 
3. Educational facility increase their mental efficiency   and economic 

productivity. 

 
The main purpose of labour welfare programme is partly humanitarian to enable 

workers, to enjoy a fuller and richer life and partly economic to improve their 

efficiency and partly civil to develop among them a sense of responsibility and 

dignity as noble citizens of the nation. 

 

Concept of labour welfare: 
 

The term 'Labour Welfare is a wide concept and it tends to various 

interpretations. Its meaning changes from country and state to state. The Royal 

Commission on labour also pointed out that the term Welfare as applied to the 



 

 
industrial worker is one which must necessary being elastic, bearing a some what 

different interpretation in country from another according to different social 

customers, the degree of industrialization and the educational development of the 

workers”. 

 
The term labour welfare is a comprehensive one. Its comprehensiveness can 

be understood from the observation made by the concept of welfare is necessarily 

dynamic, bearing a difficult interpretation from country to country and from time 

to time, and even in the same country, according to the value system, social 

institutions degree of industrialization and general level of social and economic 

development. Even within one country its context may be different from region to 

region. 

 
The report of the committee on Labour Welfare (1969) includes under it, 

such services, facilities, sanitary and medical facilities, arrangements for travel to 

and from work and for accommodation for workers employed at a distance from 

their homes and such other services, amenities, and facilities including social 

security measures as contribute to improve the conditions under which  workers  

are employed”. 

 
Labour welfare services include extramural and intramural welfare work, 

statutory and non-statutory welfare facilities undertaken by the employers, 

Government, trade unions or voluntary agencies. 

Classification of welfare measures: 

According to the factories Act welfare measures can be classified into three 

categories: 

1. Statutory Welfare Measures: 

Binding on the employers under law because, the government of a country enacts 

certain rules under various acts or ordinances. Such rules relate to certain essential 

working conditions and the employer must strictly abide by the rules. E.g., hours  

of work sanitation etc. 



 

 

The main statutory welfare measures are described as under: 

Washing Facilities 

Facilities for storing and Dry clothing 

Sitting facilities 

First-Aid facility 

Shelters & Rest Rooms/Lunch Rooms 

Crèches 

Welfare Office. 
 
 

2. Non-Statutory Welfare Work: 

Voluntary in nature. All those activities conducive to the welfare of the 

workers, which are undertaken by the employers themselves of their free will. 

The main Non-Statutory welfare measures are described as under: 

 Housing Facility 

 Medical Facility 

 Recreation 

 Education & Training 

 Library 

 Education Tour 

 House Rent Allowance 
 
 

The Committee of Experts on Welfare facilities for Industrial workers constituted 

by 

The I.L.O in 1963 had divided the welfare provisions into two groups. 
 
 

a) Intra-mural Facilities: 

Welfare amenities within the precincts of the establishment like provisions of 

drinking 

Water, washing facilities, latrines, urinals, first aid appliances etc. 

b) Extra- mural Facilities: 



 

 
Welfare amenities outside the establishment. Medical facilities, recreationfacilities 

Etc. 

Scope of labour welfare: 

The scope of labour welfare, cannot limit to facilities within or near undertaking, 

however it is not that much of comprehensive as to “embrace the whole range of 

social welfare or social services”. It follows therefore, statutory and non-statutory 

welfare measures undertaken by employers, Government, Trade Unions, or 

voluntary organization fall with the scope of labour welfare. 

Thus the subject of labour welfare is wide and is not limited to say one country, 

one region, one industry or occupation. The 

Line of demarcation cannot be very precise but that should be the common 

characteristic is that welfare measure should ameliorate the working and living 

conditions of the workers and their families and made their lives more meaningful. 

 
Principles of labour welfare: 

The success of welfare work will depend on the extent to which certain 

basic principles are observed. What are these principles? We may mention a few 

important ones here. 

 
(A) The principle of coordination: 

 

Principle co-ordination is an important one. We have already stated earlier 

that welfare is a total concept. Therefore , we should not plan programs piece meal 

and stop at that Indeed, a large part of the failure of welfare work is due to welfare 

being planned and treated on the piece-metal basis. Simultaneous and 

comprehensive programs do cost money and need personnel. Therefore employer 

may be tempted to introduce only a few items which are forced upon them by law. 

Since this type of work does not yield results, the employers lose faith in welfare 

work. Further the workers for whom welfare work is mainly planned feel the 



 

 
unreality of isolated and unrelated programs and consequently accept the welfare 

officer who has a clear concept of welfare should be able to coordinate purposeful 

and related activities. 

 

(B) The principle of association: 
 

“Work with the individual” is the motto of these principles. Welfare work 

aimed at the workers or for the workers. The workers should be made to feel that 

the program or activities are a part of their own creation that their practices a 

voluntary, spontaneous and wiled process emerging from themselves. This implies 

that workers through their representatives should be taken into confidence, should 

be taken into confidence, consulted at various stages regarding the programs and 

their implementation. 

 
(C) The principle of responsibility: 

 

The principle of responsibility is another which means makes for success 

welfare work. According to this, there should be delegation of authority in the 

welfare fields, either by election to committee, canteen committees etc.., which 

simultaneously in specific areas for limited periods. Here it should be mentioned 

that responsibility should carry with it authority and authority should in turn 

possess resources both personnel and financial. Responsibility will succeed only   

in the measure that is combined with authority and resources. Also one of the  

ways of kindling primary leadership is to create resources, give authority and  

make persons or committees or groups responsible. 

 
(D) The principle of accountability: 

 
 

While authority should be properly delegated and distributed and adequate 

resources provided how should it be known whether these are satisfactory utilized 



 

 
this aspect could be take care of by requiring persons or committees charged with 

responsibility to report periodically to a higher central authority , i.e. the welfare 

officer or the personnel officer as the case may be. It is also necessary for all the 

individuals and groups involved to meet now and ten at stated intervals and 

exchange notes and experience. 

 
(E) The principal of evaluation: 

 

It is also necessary for all the individuals and groups involved to meet now 

ant then at stated intervals and exchange notes and experiences. In social work, as 

any sphere o human activity, it is necessary to periodically look back, take stock  

of progress achieved note impediments and failure and plan or plan a in the light  

of experience gained and results achieved. 

 
(F) The principle of timeliness: 

 

This means that when a need is felt or a time is opportune for starting 

program or for associating the workers or delegating authority or providing 

resources these should be done with dispatch. Most often programs come to a 

stalemate or fail for lack of timely action, leadership, and help while help is 

required is an excellent social work maxim. 

 

Impact of labour welfare measures: 
 

1. Productivity: Welfare activities carried on in the industries would 

contribute in making service in industries a more attractive to labour force. If a 

devoted permanent settled labour force is in existence in  an  industry, 

automatically this will have its positive impact on the production side and targets 

of production can be achieved very easily. 

 

2. Industrial Relations: 



 

 
Facilities like good housing, canteens, sickness and other 

benefits etc., are bound to create a feeling among the workers that they have a 

stake in the industry as much as anyone else and would greatly reduce labour 

turnover and absenteeism and would improve workers efficiency. A contented 

work force in an organization creates an atmosphere in which congenial industrial 

relations between management and a worker exists. It means there would not be 

any friction, between management and workers that leads to industrial unrest. 

 
3. Economy: 

 
Labour welfare is an essential part of business organization and management, 

which now days attach more importance to human angle. It increases productivity 

efficiency of the workers and infuses in them a new spirit of self – realization and 

consequences. Whenever thereexist stable industrial relations, these gives rise to 

higher productivity in the sector and contribute to the higher growth to national 

economy. So labour welfare has its impact on national economy. 

 

Objectives of the study: 
 

1. To know the various welfare facilities provided in the company. 

 
2. To study whether the welfare measures reaching employees or not. 

 
3. To know opinions of employees about welfare measures 

 
4. To   give   suitable  suggestions  regarding welfare   measures to the 

company. 



 

 

1.2) Labour Welfare: 
 

Labour welfare refers to all the facilities provided to labour 

in order to improve their working conditions, provide social security and  raise 

their standard of living. Majority of labour force in India is working in  

unorganized sector. In order to provide social security to such workers, 

Government has introduced Labour Welfare Fund to ensure assistance to 

unorganized labours. Five different welfare funds, which are governed by different 

legislations, are administered by Ministry of Labour. The purpose of these welfare 

funds is to provide housing, medical care, educational and recreational facilities to 

workers employed in beady industry and non-coal mines and cine workers. 

 
The five legislations governing welfare funds are as follows: 

 
 The Mica Mines Labor Welfare Fund Act, 1946

 
 The Limestone and Dolomite Mines Labor Welfare Fund Act,1972

 
 The Iron Ore, Manganese Ore and Chrome Ore Mines Labor Welfare Fund Act, 

1976

 
 The Cine Workers’ Welfare Fund Act,1981

 
Acts of Labour Welfare: 

Factories Act: 

There are three major legislations relating to occupational health 

and safety in India. They are related to the health and safety of persons employed 

in factories, mines and ports. 

The Factories Act, 1948: 

• It provides the following provisions for maintaining health, security and safety 

of employees 

For Health: 



 
 
 
 
 
 
 

Ventilation & Temperature Disposal of wastes 

Cleanliness Dust and fumes 

Artificial Humidification Overcrowding 

Lightening Drinking water 

Latrines and urinals Spittoons 

 
 

For Safety: 
 
 
 

 
Fencing of machinery 

 
Work on machinery in motion 

 
Cashing of new machines 

 
Protection of eyes 

 
Hoists and lifts 

 
Self acting machinery 

 
Excessive weights 

 
Pressure plant 

 
Precautions against dangerous 

fumes 

 
Floors, stairs and means of 

access 

 
Precautions in case of fire 

 
Explosives of inflammable gas 

 
Safety of buildings & machinery 

 
Maintenance of buildings 



 

 
For Welfare: 

 
 
 

 
Washing facilities 

 
Facilities for sitting 

 
First aid appliances 

 
Canteens 

 
Rest rooms and shelters 

 
Crèches 

 
Facilities for storing and drying 

clothing 

 

 

Mines Act, 1952: 
 
 

 It contains provisions for measures relating to the health, safety and welfare of 

persons employed in the coal and oil mines.

 It provides the following provisions for health and safety of mine workers:
 

 
Drinking water Conservancy 

Medical appliances Working hours 

Notice about accidents Notice of certain diseases 

 

Dock Workers (Safety, Health & Welfare) Act, 1986: 
 
 

 It contains provisions for the health, safety and welfare of workers workingin 

ports/docks.

 It provides the following provisions:



 
 
 

Surfaces Fencing of dangerous places 

Passages to be kept clear Railings and fencings 

Staging construction and 

maintenance 

Work on staging 

Lifesaving appliances Illumination 

Fire protection Excessive noise 

Access between deck and hold Stairs 

Floor loading Construction 

Access between deck and vessel Access between shore and ship 

 
 
 
 
 

Schemes under welfare funds provide assistance with respective to the following: 

 
 Public health and sanitation

 
 Housing

 
 Recreational (including standard of living)

 
 Social security

 
 Educational facilities

 
 Water supply

 
 Transportation

 
 Medical facilities (prevention of diseases)

 
 Social security

 
o Group Insurance Schemes for Beady and Cine workers 

 
o Social Security under Mine Workers Welfare Fund 



 

 

Family welfare: 

 
The welfare funds are raised by government by imposing cess on 

manufactured beads, feature films, export of mica, consumption of limestone 

&dolomite and consumption and export of iron ore, manganese ore & chrome ore. 

An explanation of the cess levied under different legislations is given below: 

 
 Beedi Workers Welfare Cess Act, 1976 provides for levy of cess by way of excise 

duty on manufactured beads from Re.1/- to Rs.5/- per thousand manufactured 

beads. This is presently Rs 2 per 1000 beads with effect from 28th June 2000.

 
 The Cine Workers Welfare Cess Act, 1981 provides for duty of cess, at such rate  

not being less than one thousand rupees and not exceeding twenty thousand rupees, 

on every feature film submitted to the Chairman, Central Board of Film 

Certification. This is Rs 20000 per feature film of Hindi and English and for 

regional films it is Rs 10000 per film with effect from 20th April 2000.

 
 The Iron Ore, Manganese Ore & Chrome Ore Mines Labour Welfare Cess Act, 

1976 provides for levy and collection of cess on Iron Ore, Manganese Ore & 

Chrome Ore between 50p to Re.1/-, Re.1/- to Rs.6/- and Rs.3/- to Rs.6/- 

respectively.

 
 The Limestone and Mines Labour Welfare Fund Act, 1972 provides for the levy 

and collection of cess on Limestone and Dolomite as a duty of excise at such rate 

not exceeding one rupee per metric tonne of limestone & dolomite. The rate of  

cess on Limestone and Dolomite is Re.1/- with effect from 27th December 2000.

 
 Mica Mines Labour Welfare Fund Act, 1946, provides for levy and collection of 

cess on all mica exported as duty of Customs not exceeding 6.25% ad valorem. 

This is 4.5% ad valorem on export with effect from 1st November 1990.

 
Statutory welfare schemes: 

The statutory welfare schemes include the following provisions: 



 

 

1. Drinking Water: At all the working places safe hygienic drinking water  

should be provided. 

2. Facilities for sitting:In every organization, especially factories, suitable 

seating arrangements are to be provided. 

3. First aid appliances: First aid appliances are to be provided and should be 

readily assessable so that in case of any minor accident initial medication can be 

provided to the needed employee. 

4. Latrines and Urinals: A sufficient number of latrines and urinals are to be 

provided in the office and factory premises and are also to be maintained in a neat 

and clean condition. 

5. Canteen facilities: Cafeteria or canteens are to be provided by the employer so 

as to provide hygienic and nutritious food to the employees. 

6. Spittoons: In every work place, such as ware houses, store places, in the dock 

area and office premises spittoons are to be provided in convenient places and 

same are to be maintained in a hygienic condition. 

7. Lighting: Proper and sufficient lights are to be provided for employees so that 

they can work safely during the night shifts. 

8. Washing places: Adequate washing places such as bathrooms, wash  basins 

with tap and tap on the stand pipe are provided in the port area in the vicinity of  

the work places. 

9. Changing rooms: Adequate changing rooms are to be provided for workers to 

change their cloth in the factory area and office premises. Adequate lockers are 

also provided to the workers to keep their clothes and belongings. 

10. Rest rooms: Adequate numbers of restrooms are provided to the workers with 

provisions of water supply, wash basins, toilets, bathrooms, etc. 

 
Non-statutory schemes: 

Many non statutory welfare schemes may include the following schemes: 



 

 

1. Personal Health Care (Regular medical check-ups):Some of the 

companies provide the facility for extensive health check-up 

2. Flexi-time: The main objective of the flextime policy is to provide opportunity  

to employees to work with flexible working schedules. Flexible work schedules  

are initiated by employees and approved by management to meet business 

commitments while supporting employee personal life needs 

3. Employee Assistance Programs: Various assistant programs are arranged 

like external counselling service so that employees or members of their immediate 

family can get counselling on various matters. 

4. Harassment Policy: To protect an employee from harassments of any kind, 

guidelines are provided for proper action and also for protecting the aggrieved 

employee. 

5. Maternity & Adoption Leave – Employees can avail maternity or adoption 

leaves. Paternity leave policies have also been introduced by various companies. 

6. Med-claim Insurance Scheme: This insurance scheme provides adequate 

insurance coverage of employees for expenses related to hospitalization due to 

illness, disease or injury or pregnancy. 

7. Employee Referral Scheme: In several companies  employee  referral 

scheme is implemented to encourage employees to refer friends and relatives for 

employment in the organization. 

 
Employee Health and Safety: 

For smooth functioning of an organization, the employer has to ensure safety and 

security of his employees. Health and safety form an integral part of work 

environment. A work environment should enhance the well being of employees 

and thus should be accident free. 

 
The terms health, safety and security are closely related to each  other. Health is  

the general state of well being. It not only includes physical well being, but also 

emotional and mental well being. Safety refers to the act of protecting thephysical 



 

 
well being of an employee. It will include the risk of accidents caused due to 

machinery, fire or diseases. Security refers to protecting facilities and equipments 

from unauthorized access and protectingemployees while they are on work. 

 
In organizations the responsibility of employee health and safety falls on the 

supervisors or HR manager. An HR manager can help in coordinating safety 

programs, making employees aware about the health and safety policy of the 

company, conduct formal safety training, etc. The supervisors and departmental 

heads are responsible for maintaining safe working conditions. Responsibilities of 

managers: 

 
 Monitor health and safety of employees

 
 Coach employees to be safety conscious

 
 Investigate accidents

 
 Communicate about safety policy to employees 

Responsibilities of supervisors/departmental heads:

 Provide technical training regarding prevention of accidents

 
 Coordinate health and safety programs

 
 Train employees on handling facilities an equipments

 
 Develop safety reporting systems

 
 Maintaining safe working conditions

 
 
 

Factors guiding code of conduct: 
 

The code of discipline and conduct communicates to the employees, the 



 

 
expected behavior and the professional responsibilities. The significance of code  

of conduct is that each employee should behave and perform in a way that 

preserves the company values and commitments. 

 
The Code of Conduct policy of a company is determined on the basis of following 

factors: 

 
1) Honesty and integrity: 

 

The organization expects the employees to observe honesty and integrity 

and such conduct should be fair and transparent. The employees should show 

truthfulness in actions throughout their tenure in the organization 

 
2) Disclosure of information: The employees should not disclose the company 

information to third parties and other outside organizations. However the 

employers should reveal the various policies of the organization to their  

employees and make them aware about the code of conduct and other policies. 

 

3) Harassment: 

 
The work environment should be free from all kinds of harassments, 

especially sexual harassments and verbal harassments. No physical harassments 

like hitting or pushing are acceptable on part of employees. 

 
4) Outside employment: 

 
Employees should not indulge in to any kind of concurrent employment 

without the prior knowledge of employer. 

 
5) Conflict of interest: 



 

 
An employee should not indulge into other professions or services or other 

interests which might conflict with the interest of the company. This means 

personal interests should not overshadow organizational interests. 

 
6) Confidentiality: 

 
Employees should protect company’s confidential information. The 

financial records  and unpublished data should be kept within the organizations  

and should not be spread outside the organization. 

 
7) Equal opportunity employer: 

 
This factor expects the employer to be an equal opportunity, that is, no 

discrimination should be done on the basis of caste, color, race, gender, religion or 

physical disabilities. 

 
8) Misusing company resources: 

 
Employees should not misuse company resources, intellectual  property, 

time and other facilities. They are provided to them for business purposes and thus, 

should be used in a cost effective way. 

 
9) Health and safety: 

 
An employer should provide a safe and healthy work environment to its 

employees. Proper cleanliness and lightening should be provided. A health and 

safety committee can be set up by the employer consisting of representatives of 

workers as well. 

 
10) Payment and gifts: 

 
The employees should neither accept nor offer any kind of illegal payments, 

donations, remuneration and gifts from outsiders. 



 

 

Effective Discipline: 
 

Discipline is the key to success. Theodore Roosevelt has said “With self- 

discipline almost everything is possible”. Self discipline makes employee realize 

what is required at work. Discipline can be positively related to performance. It is 

the bridge between goals and accomplishments. Effective discipline should be 

aimed at the behavior, and not at the employee personality. This is because the 

reason for discipline is to improve performance rather than punishing the 

employee. 

 
Factors necessary for effective disciplinary system include: 

 
1. Training of supervisors is necessary: Supervisors and mangers need to be trained 

on when and how discipline should be used. It is necessary to provide training on 

counseling skills as these skills are used while dealing with problem employees. 

Moreover, discipline decisions taken by trained supervisors are considered fair by 

both employees and managers. 

 
2. Centralization of discipline: Centralized means that the discipline decisions should 

be uniform throughout the organization. The greater the uniformity, higher will be 

the effectiveness of discipline procedure. 

 
3. Impersonal discipline: Discipline should be handled impersonally. Managers 

should try to minimize the ill feelings arising out of the decisions by judging the 

offensive behaviour and not by judging the person. Managers should limit their 

emotional involvement in the disciplinary sessions. 

 
4. Review discipline decisions: The disciplinary decisions must be reviewed before 

being implemented. This will ensure uniformity and fairness of the system and  

will minimize the arbitrariness of the disciplinary system. 

 
5. Notification of conduct that may result in discipline: Actions that lead to 

misconduct can be listed and documented so the employees are aware of such 



 

 
actions. This will enable them to claim that they have not been notified, in 

advance, regarding the same. 

 
6. Information regarding penalties: The employer should define the penalties and 

other actions like warnings, reprimands, discharge and dismissal well in advance. 

All these action plans must be communicated to the employees. 

 
7. Discipline shall be progressive: Discipline system should be progressive in nature. 

In a progressive discipline approach the severity of actions to modify behaviour 

increases with every step as the employee continues to 

 
8. show improper behaviour. The advantage of this approach is that employees can’t 

take it for granted. 

 
9. Documentation: Effective discipline requires accurate, written record keeping and 

written notification to the employees. Thus less chance will be left for the 

employee to say the he “did not know” about the policy. 

 
10. Discipline should be fair: The disciplinary decision should be fair enough for the 

employee. Both over-penalization and under-penalization are considered to be 

unfair for the problem employee. Moreover, an internal fairness is to be 

maintained, that is, two employees who have committed the same offense should 

be equally punished. 

 
11. Discipline shall be flexible and consistent: The manager administering discipline 

must consider the effect of actions taken by other managers and of other actions 

taken in the past. Consistent discipline helps to set limits and informs  people  

about what they can and cannot do. Inconsistent discipline leads to confusion and 

uncertainty. 

 
12. Disciplinary action should be prompt: The effective discipline should be 

immediate. The longer time lag between the misconduct offense and the 

disciplinary action will result in ineffectiveness of the discipline. 



 

 

Unitary Perspective: 
 

In unitarism, the organization is perceived as an integrated and harmonious 

system, viewed as one happy family. A core assumption of unitary approach is that 

management and staff, and all members of the organization share the same 

objectives, interests and purposes; thus working together, hand-in-hand, towards 

the shared mutual goals. Furthermore, unitarism has a paternalistic approach  

where it demands loyalty of all employees. Trade unions are deemed as 

unnecessary and conflict is perceived as disruptive. 

 
From employee point of view, unitary approach means that: 

 
 Working practices should be flexible. Individuals should be business process 

improvement oriented, multi-skilled and ready to tackle with efficiency whatever 

tasks are required.

 
 If a union is recognized, its role is that of a further means of communication 

between groups of staff and the company.

 The emphasis is on good relationships and sound terms and conditions of 

employment.

 
 Employee participation in workplace decisions is enabled. This helps in 

empowering individuals in their roles and emphasizes team work, innovation, 

creativity, discretion in problem-solving, quality and improvement groups etc.

 Employees should feel that the skills and expertise of managers supports their 

endeavours.

 
From employer point of view, unitary approach means that: 

 
 Staffing policies should try to unify effort, inspire and motivate employees.

 The organization's wider objectives should be properly communicated and 

discussed with staff.



 

 
 Reward systems should be so designed as to foster to secure loyalty and 

commitment.

 Line managers should take ownership of their team/staffing responsibilities.

 Staff-management conflicts - from the perspective of the unitary framework - are 

seen as arising from lack of information, inadequate presentation of management's 

policies.

 The personal objectives of every individual employed in the business should be 

discussed with them and integrated with the organization’s needs.

 
Industrial Relation Policy: 

 

Prior to 1991, the industrial relations system in India sought to control 

conflicts and disputes through excessive labor legislations. These labor laws were 

protective in nature and covered a wide range of aspects of workplace industrial 

relations like laws on health and safety of labors, layoffs and retrenchment policies, 

industrial disputes and the like. The basic purpose of these laws was to protect 

labours. However, these protectionist policies created an atmosphere that led to 

increased inefficiency in firms, over employment and inability to introduce 

efficacy. With the coming of globalization, the 40 year old policy of protectionism 

proved inadequate for Indian industry to remain competitive as the lack of 

flexibility posed a serious threat to manufacturers because they had to compete in 

the international market. 

With the advent of liberalization in1992, the industrial relations policy began to 

change. Now, the policy was tilted towards employers. Employers opted for 

workforce reduction, introduced policies of voluntary retirement schemes and 

flexibility in workplace also increased. Thus, globalization brought major changes 

in industrial relation policy in India. The changes can be summarized as follows: 

 
 Collective bargaining in India has mostly been decentralized, but now in sectors 

where it was not so, are also facing pressures to follow decentralization.



 

 
 Some industries are cutting employment to a significant extent to cope with the 

domestic and foreign competition e.g. pharmaceuticals. On the other  hand,  in 

other industries where the demand for employment is increasing are experiencing 

employment growths.

 
 In the expansionary economy there is a clear shortage of managers and skilled 

labour.

 
 The number of local and enterprise level unions has increased and there is a 

significant reduction in the influence of the unions.

 
 Under pressure some unions and federations are putting up a united front e.g. 

banking.

 
 Another trend is that the employers have started to push for internal unions i.e. no 

outside affiliation.

 
 HR policies and forms of work are emerging that include, especially in multi- 

national companies, multi-skills, variable compensation, job rotation etc. These 

new policies are difficult to implement in place of old practices as the institutional 

set up still needs to be changed.

 
 HRM is seen as a key component of business strategy.

 
 Training and skill development is also receiving attention in a number of 

industries, especially banking and information technology.



 

 

Grievance Procedure: 

Grievance procedure is a formal communication between an employee and the 

management designed for the settlement of a grievance. The grievance procedures 

differ from organization to organization. 

 
1. Open door policy 

2. Step-ladder policy 

Open door policy: 

under this policy, the aggrieved employee is free to meet the  top  

executives of the organization and get his grievances redressed. Such a policy 

works well only in small organizations. However, in bigger organizations, top 

management executives are usually busy with other concerned matters of the 

company. Moreover, it is believed that open door policy is suitable for executives; 

operational employees may feel shy to go to top management. 

Step ladder policy: 

Under this policy, the aggrieved employee has to follow a step by step 

procedure for getting his grievance redressed. In this procedure, whenever an 

employee is confronted with a grievance, he presents his problem  to  his  

immediate supervisor. If the employee is not satisfied with superior’s decision,  

then he discusses his grievance with the departmental  head.  The departmental  

head discusses the problem with joint grievance committees to find a solution. 

However, if the committee also fails to redress the grievance, then it may be 

referred to chief executive. If the chief executive also fails to redress the grievance, 

then such a grievance is referred to voluntary arbitration where the award of 

arbitrator is binding on both the parties. 

Approaches to Discipline: 

Handling employee misconduct is a very critical task to be performed by the  

senior managers. Misconduct and other offensive behaviors often lead to  

decreased levels of productivity as they affect the individual performance of the 

employees. To manage discipline among employees, every company opts fora 



 

 
discipline policy which describes the approach it will follow to handle 

misconduct. 

 
→Broadlydefined, therearetwoapproachestodisciplineemployees. Theyare: 

 
 Positive Discipline Approach

 
 Progressive Discipline Approach

 
Positive Discipline Approach: 

 

This approach is based on the premise that role of a discipline approach 

should not always be to punish; rather, it should try to regulate the negative 

behaviour of employees to make them better workers. Positive discipline is a 

corrective action which results in improved performance, more productivity and 

effective workforce. Harsh and negative punishment might work in the short term, 

but the end result will eventually be employee dissatisfaction, low productivity, 

higher rate of absenteeism and high turnover. This approach tries to mend the 

negative behaviour of employees by first providing them counseling in terms of 

what is expected out of them and then giving oral and written warnings to them. 

Termination or discharge in extreme cases may also take place. 

 
→Steps of positive discipline approach 

 
1. Counselling:Counselling is an important part of the discipline process, because 

it gives a supervisor the opportunity to identify employee work behaviour 

problems and discuss possible solutions with him. The goal of this phase is to 

make employee aware of organizational policies and rules. Counselling by a 

supervisor in the work unit can have positive effects also. Often, employees  

simply need to be made aware of rules. An oral warning can also be given to 

employee during counselling. Confrontation helps to understand the employee 

http://industrialrelations.naukrihub.com/positive-discipline-approach.html
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point of view as well. However, proper training should be given to the supervisors 

regarding counselling skills to make this process successful. 

 

2. Written warning: If employee behaviour has not been improved by 

counselling sessions, then a second conference is held between the supervisor and 

the employee. This stage is documented in written form. As part of this phase, the 

employee and the supervisor develop written solutions to prevent further problems 

from occurring. 

 

3. Final warning: When the employee does not follow the written solutions, a 

final warning conference is held. In that conference the supervisor emphasizes to 

the employee the importance of correcting the inappropriate actions. Some firms 

incorporate a decision-day off, in which the employee is given a day off with pay 

to develop a firm, written action plan to remedy the problem behaviours. The idea 

is to impress on the offender the seriousness of the problem and the manager’s 

determination to see that the behaviour is changed. 

 

4. Discharge: If the employee fails to follow the action plan that was developed 

and further problem behaviours exist, then the supervisor will discharge the 

employee. 

 
The positive aspect of this approach is that it focuses on problem solving rather 

than punishing and penalizing. This approach involves positive confrontation with 

the problem employee and thus gives him an opportunity to justify himself. The 

supervisor makes him aware of the company policies. The greatest difficulty with 

this is the extensive amount of training required for supervisors and managers to 

become effective counselors. Also, the process often takes more supervisory time 

than the progressive discipline approach. 

 

Progressive DisciplineApproach: 

It is a step by step program designed to correct performance problems 

arising out of employee misconduct. This approach typically follows four 



 

 
progressive steps to rectify offenses committed by an employee. It suggests that 

actions to modify behaviour become progressively more severe as the employee 

continues to show improper behaviour. 

 
Oral reprimands:It is a verbal interaction between the employees and 

supervisor where they discuss the problem behaviour and the expectations to 

change the behaviours. An oral warning is issued as an informal reprimand that is 

simply noted in the record. 

 
Written reprimand:It involves the documentation between employees and 

supervisor if the behaviour continues or if the employee further commits a serious 

offense. A written warning is more official and summarizes the previous oral 

attempts. This written feedback is discussed with the employee and then placed in 

his personnel file. 

 
Suspension: The third step is suspension with¬out pay; its purpose is to 

emphasize the seriousness of the offense and necessity of change. 

 
Dismissal: The final step is dismissal of employee and is used only when 

previous 

 
→Steps have failed to change unacceptable behaviour. 

 
The progressive discipline model has two advantages for managers: 

 
 It gives the employee additional opportunities to correct his performance prior to 

discharge.

 
 It stresses the seriousness of repeated violations to employees.

 
This progressive discipline has the following disadvantages: 



 

 
 Progressive discipline may result into bitter relationships between supervisor and 

employee.

 
 Supervisor may feel obligated to address every perform¬ance offence andassign 

an appropriate punishment to it, even though it may not be required.

 
Management may focus only on the problem employees at the expense of the 

good performers, thereby consuming too much of a manager's time. 



 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

CHAPTER-V 
 

DATA ANALYSIS AND INTERPRETATION 



 

 
1. Does the company provide maternity leave to female 

employees? 

 

Opinion No of respondents percentage 

Satisfaction 31 62 

Non satisfaction 19 38 

Total 50 100 
Table 5.1: 

 
Interpretation: The above table shows the opinions of employees about 

education facility, 62% of the employees said that they are satisfied by the 

education facility provided by the organization and 38% of the employees are not 

satisfied by the education facility provided by the organization. 
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2. What do you think about safety facilities ofcompany? 
 
 
 
 

Opinion No. of respondents percentage 

Sufficient 43 87 

Non-sufficient 7 13 

Total 50 100 
Table 5.2: 

Interpretation: The above table shows the opinions of employees about safety 

facility,87% of the employees said that the safety facility provided by the 

organization is sufficient, 13% of the employees said that the safety facility 

provided by the organization is not sufficient. Hence majority of the employees  

are satisfied by the safety facility provided the organization. So, the organization 

should try to maintain the same type of facility in future 
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3. What do you think about spittoons and lightingfacilities? 
 
 
 
 

Opinion No. of respondents Percentage 

Very good 11 22 

Good 23 46 

Average 16 32 

Below average - - 

Total 50 100 

 
 

Table 5.3: 
 

Interpretation: 
 

The above table shows the opinions of employees about spittoons and 

lighting facilities22% of the employees said that the spittoons and lighting  

facilities provided by the organization is very good, 46% of the employees said 

that the spittoons and lighting facilities provided by the organization is good, 

32%of the employees said that the spittoons and lighting facilities provided by the 

organization is average. 
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4. How do you feel about washing allowance facilitiesin the 

organization? 

 
 
 

Opinion No. of respondents Percentage 

Sufficient 48 97 

Non-sufficient 2 3 

Total 50 100 
 

Table 5.4: 

 

Interpretation: The above table shows the opinions of employees about 

washing allowance facilities, 97% of the employees said that the washing 

allowance facilities is sufficient, 3% of the employees said that the washing 

allowance facilities is not sufficient. 

 
. 

 
120 

 
100 

 
80 

 
60 

 
40 

 
20 

 
0 

Sufficient Non-sufficient 



65  

 

 

5. How do you feel about canteen facilities provided by the 

organisation? 

 
 

Opinion No. of respondents percentage 

Satisfied 27 54 

Not satisfied 23 46 

Total 50 100 

Table 5.5: 

 
 
 

Interpretation: 

 
The above table shows the opinions of employees about canteen facilities. 

54% of the employees are satisfied by the canteen facilities, 46% of the employees 

are not satisfied by the canteen facilities provided by the organization.Hence 

majority of the employees are satisfied by the canteen facility and further the 

management should take steps to provide best canteen facility to satisfy all the 

employees. 
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6. How do you feel aboutRecreation facilities of theorganisation? 
 
 
 
 

Opinion No. of respondents Percentage 

Very good 12 23 

Good 29 59 

Average 6 12 

Below average 3 6 

Total 50 100 

 
 

 

 
Interpretation: 

Table 5.6: 

 

The above table shows the opinions of employees about Recreation facility, 

23% of the employees said that the Recreation facilities in the organization is very 

good, 59% of the employees said that Recreation facilities in the organization is 

good, 12% of the employees said that the Recreation facilities in the organization  

is average, 6% of the employees said that the Recreation facilities in the 

organization is below average. 
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7. How do you feel about first aid appliances provided by the 

organization? 

Opinion Score Percentage 

Proper 40 81 

Not proper 10 19 

Total 50 100 

Table 5.7: 
 

Interpretation: 

 
The above table shows the opinions of employees about first  aid  

appliances provided by the 81% of the employees said that there are proper first 

aid facilities in the organization, 19% the employees said that there are not proper 

first aid facilities in the organization. 
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8. How do you feel about facilities of shelters, rest rooms and 

lunch rooms of the organization? 
 

opinion No. of respondents Percentage 

Convenient 46 92 

In convenient 4 8 

Total 50 100 
Table 5.8: 

 

Interpretation: The above table shows the opinions of employees about 

facilities of shelters, rest rooms and lunch rooms provided in the organization 92% 

of the employees said that the facilities of shelters, rest rooms and lunch rooms 

provided in the organization are convenient, 8% of the employees said that the 

facilities of shelters, rest rooms and lunch rooms provided in the organization are 

in convenient. 

 
Hence 92% of the employees are satisfied by the shelters, rest rooms and lunch 

rooms. So the organisation should maintain the same type of facility in future also. 
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9. What type of relation should maintainwithin theorganisation? 
 
 
 
 

Opinion No. of respondents Percentage 

Very good 27 55 

Good 10 20 

Average 10 20 

Below average 3 5 

Total 50 100 

 

 

 
Interpretation: 

Table 5.9: 

 

The above table shows the opinions of employees about type of relation 

maintain within the organization.From the above table 55% of the employees said 

that the relation maintain within the organization is very good, 20% of the 

employees said that the relation maintain within the organization is good, 20% of 

the employees said that the relation maintain within the organization is average, 

5% of the employees said that the relation maintain within the organization . 
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10. How do you feel about shift adjustment system? 
 
 
 

Opinion No. of respondents Percentage 

Very good 19 37 

Good 29 59 

Average 2 4 

Below average - - 

Total 50 100 
 

 

 
Interpretation: 

Table 5.10: 

 

The above table shows the opinions of employees about shift adjustment 

system in the organisation,37% of the employees said that the shift adjustment 

system in the organization is very good, 59% of the employees said that the shift 

adjustment system in the organization is good, 4% of the employees said that the 

shift adjustment system in the organization is average. 
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11. How do you feelabout thebonus, loans and gratuity provided 

by the organisation? 

 
 
 

Opinion 
 
Satisfied 

 No. of respondents 
 

42 

Percentage 
 

84 

Not Satisfied  8 16 

Total  50 
Table 5.11: 

100 

 

Interpretation: 
 

The above table shows the opinions of employees about bonus loans and 

gratuity provided by the organisation,84% of the employees are satisfied by the 

bonus, loans and gratuity provided by the organization, 16% of the employees are 

not satisfied by the bonus, loans and gratuity provided by the organization. 
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12. How do you feel about management of yourorganisation? 
 
 
 
 

Opinion No. of respondents Percentage 

Very good 18 37 

Good 22 43 

Average 9 18 

Below average 1 2 

Total 50 100 

Table 5.12: 
 

Interpretation: 

 
The above table shows the opinions of employees about management of the 

organisation.From the above table 37% of the employees said that the  

management of the organization is very good, 43% of the employees said that the 

management of the organization is good, 18% of the employees said that the 

management of the organization is average. 2% of the employees said that the 

management of the organization is below average. 
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13. How do you feel about your med-claim insurance providedby 

organisation? 
 
 
 

Opinion No. of respondents Percentage 

Very good 20 40 

Good 20 40 

Average 7 15 

Below average 3 5 

Total 100 100 
 

Table 5.13: 
 

Interpretation: The above table shows the opinions of employees about med- 

claim insurance provided.From the above table 40% of the employees said  that  

the med-claim insurance provide is very good, 40% of the employees said that the 

med-claim insurance provide is good, 15%of the employees said that the med- 

claim insurance provide is average, 5%of the employees said that the med-claim 

insurance provide is below average. Hence 95% of the employees are satisfied 
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14. Does the organisation provide any travelling facilities to the employees? 
 
 
 
 

Opinion No. of respondents Percentage 

Satisfied 42 84 

Not Satisfied 8 16 

Total 50 100 

 

Table 5.14: 
 
 

 
 

Interpretation: 

 
The above table shows the opinions of employees about travelling facilities provided by the 

organization.84% of the employees are satisfied by the travelling facilities provided by the 

organization. , 16% of the employees are not satisfied by travelling facilities provided by the 

organization.So, the organization should try to maintain the same type of facility in future 

also. 
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15. How do you feel about welfare implementation provided by 

the organisation? 

 
 

Opinion of employees No. of respondents Percentage (%) 

Satisfied 32 64 

Not satisfied 18 36 

Total 50 100 

 
 
 

Table 5.15: 
 
 

Interpretation: 

The above table shows the opinions of employees about welfare measures 

64% of respondents said that implementations of welfare measures are satisfactory 

and 34% respondents said that implementation of welfare measures are not 

satisfactory. 

Hence the organization should improve the welfare measures in the organization. 
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CHAPTER VI 
 

FINDINGS , SUGGESTIONS & CONCLUSIONS 



 

 
Findings: 

The following are the some of the findings of the study. 

 Regarding the maternity facilities only (62%) of the employees satisfied.

 With regards to safety facility (87%) of the employees are satisfied.

 Majority of employees are satisfied regarding spittoons and lighting facilities.

 The majority of employees (97%) are satisfied with washing allowance facilities.

 Regarding the recreation facilities majority of employees (94%) expressed their 

satisfaction.

 50% of employees are not- satisfied with regards canteen facilities.

 The majority of employees (81%) are satisfied with first aid facilities.

 The majority of employees (92%) are satisfied with shelters, rest rooms andlunch 

rooms.

 The majority of employees are satisfied with shift adjustment system.

 Regarding the bonus, loans and gratuity majority of employees (84%) are satisfied.

 The majority of employees are satisfied with relation between them.



 

 

Suggestions: 

 The organisation should try to improve the first aid facilities to the 

employees. 

 The organisation should take steps to pay loans, bonus and gratuity in time. 

 The management should take steps to improve best canteen facilities. 

 The management should provide best education facility to all the employee’s 

children. 



 

 

Conclusion: 

Employee welfare measures are advocated to maintain and strengthen  manpower  

both physically& mentally. The study of various welfare measures brings in to the 

light various measures taken by the organisation. Theimprovement in working 

conditions are suggested to improve effectiveness of employee welfare measures like 

canteen facility, drinking water, spittoon, restrooms facilities and housing facilities 

which in turn would the morale and enhance the productivity of the employees with 

the determined provisions. 
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APPENDIX 



 

Questionnaire 
 

Name: 
 

Gender: 
 

Age: 
 

1. Does the company provide maternity leave to female employees? 

 
a) Satisfaction b) not satisfaction 

 
2. What do you think about safety facilities? 

 
a) Sufficient b) not sufficient 

 
3. What do you think about spittoons and lighting facilities of yourorganisation? 

a)Very good b) good c) average d) below average 

4. How do you feel about washing allowance facilities of your organisation? 

 
a) Sufficient b) not sufficient 

 
5. How do you feel about canteen facilities provided by organisation? 

 
a) Satisfied b) not satisfied 

 
6. How do you feel about recreation faculties of the organisation? 

 
a) Very good b) good c) average d) below average. 

 
7. How do you feel about first aid appliances of the organisation? 

 
a) Proper b) not proper. 



8. rate the shelters, restrooms and lunch rooms to the employees? 

 
a) Convenient b)in convenient . 

 
9. What type of relation should maintain within the organisation? 

 
a) Very good   b) good  c) average d) below average. 

 
10, how do you feel about shift adjustment system of the organisation? 

 
a) Verygood b) good c) average d) below average. 

 
11. how do you feel about the bonus, loans and gratuity provided by organisation? 

 
a) Satisfied b) not satisfied. 

 
12. How do you feel about your management? 

 
a) Verygood b) good c) average d) below average. 

 
13. How do you feel about your med claim insurance provided by organisation? 

 
a) Very good b) good c) average d) below average. 

 
14. Does the organisation provide any travelling facilities to the employees? 

 
a) Yes b) no 

 
15. How do you feel about welfare implementation of the organisation? 

 
a) Satisfied b) not satisfied. 
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CHAPTER-1

INTRODUCTION
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1.1 MARKETING MANAGEMENT:

Definition:

Marketing to Philip Kotler, “marketing management is the analysis, planning,

implementation and control of programmes designed to bring about designed exchanges with

target audiences for the purpose of personal and of mutual gain. It relies heavily only the

adoption and coordination of product, price, place and promoting for achieving response.”

Customer Satisfaction- Customer satisfaction is a marketing term that measures how

products or services supplied by a company meet or surpass a customer's expectation.

Customer Expectations- The total perceived benefits a customer expects from a company's

product or service.

Business always starts and closes with the customers and hence the customers

must be treated as the king of the market. The progress of the business is based on profit,

status, images etc, and also depends upon the customers. Hence, it is important for all the

organizations to meet the customers' expectations.

Customer satisfaction is a broad concept and involves such factors as the quality

of product, the quality of the service provided, the atmosphere of the location where the

product or service is purchased, and the price of the product or service. Businesses often use

customer satisfaction surveys to measure customer satisfaction. These surveys are used to

gather information about customer satisfaction Typical areas addressed in the surveys include

quality of product value of product relative to price a function of quality and price, time issues,

such as product availability, availability of sales assistant and delivery time, atmosphere of

store, such as cleanliness, organization, service personnel issues, such as politeness,

attentiveness, and helpfulness, convenience, such as location, and hours of operation.

Customer satisfaction is essential for business success in today's marketplace.

Customer satisfaction measures how well the expectation of a customer concerning a product

or service provided by your company has been met
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1.2 Need for the Study:
Customer satisfaction is important because it provides marketers and business

owners with a metric that they can use to manage and improve their businesses. It will increase the

customer retention and indirectly increases the revenue of a company.
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1.3 Scope of the Project:
The study proposes that the customer satisfaction towards customers of Sai Swarna

Hyundai at Vijayawada. The research measures the experience of customers and gains

insight into customer expectations.

.
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1.4 Objectives of the Study:
 To study the customer satisfaction on overall services provided by the Sai Swarna

Hyundai.

 To understand the opinion of the customers regarding after sales service.

 To analyse customer satisfaction towards usage of Hyundai cars.

 To suggest appropriate measures for prospective customers.
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1.5 Research Methodology
Data Collection:

Primary Data:

Primary data is the information that can be collected specifically for the purpose of

research project. An advantage of primary data is that it is specifically tailored to your

research needs. A disadvantage is that it is expensive to obtain.

Research Instruments:

Sampling Size:

Considering 101 customers as sample size for survey.

Sample Technique:

Random sampling technique will be used this research for getting qualitative

outcomes.

Sampling Data Collection:

The primary data with the help of structured questionnaire is collected from the

designed sample.

Sampling Time Place:

Researcher is proposing to collect the data in January 2020, Vijayawada, Andhra

Pradesh state.

Secondary Data:

Secondary data has been used to support primary data where

ever needed.

Magazines

Website

News papers
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1.6 Limitations:
The study is restricted in scope of owing to the following limitations:

 Due to constraint of time, only Vijayawada city is selected and so it cannot claim to

be a comprehensive study of the population.

 The sample size is restricted to 101 respondents.

 The study was conducted with the data available and the analysis was done accordingly.

 Time is the main constraint in completing the study within the stipulated period

allowed.
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CHAPTER-2

INDUSTRY PROFILE
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Automobile Industry History

In the year 1769, a French engineer by the name of Nicolas J. Cugnot invented the

first automobile to run on roads. This automobile, in fact, was a self-powered three- wheeled,

military tractor that made the use of a steam engine. The range of the automobile, however,

was very brief and at the most, it could only run at a stretch for fifteen minutes. In addition,

these automobiles were not fit for the roads as the steam engines made them very heavy and

large, and required ample starting time.

A Scotsman, Robert Anderson, was the first to invent an electric carriage between

1832 and 1839. However, Thomas Davenport of the U.S.A. and Scotsman Robert Davidson

were amongst the first to invent more applicable automobiles, making use of non-

rechargeable electric batteries in 1842. Development of roads made travelling comfortable

and as a result, the short ranged, electric battery driven automobiles were no more the best

option for travelling over longer distances.

The Automobile Industry finally came of age with Henry Ford in 1914 for the bulk

production of cars. This lead to the development of the industry and it first begun in the

assembly lines of his car factory. The several methods adopted by Ford, made the new

invention (that is, the car) popular amongst the rich as well as the masses.

According the History of Automobile Industry US, dominated the automobile

markets around the globe with no notable competitors. However, after the end of the Second

World War in 1945, the Automobile Industry of other technologically advanced nations such

as Japan and certain European nations gained momentum and within a very short period,

beginning in the early 1980s, the US Automobile Industry was flooded with foreign

automobile companies, especially those of Japan and Germany.

The current trends of the Global Automobile Industry reveal that in the developed

countries the Automobile Industries are stagnating as a result of the drooping car markets,

whereas the Automobile Industry in the developing nations, such as, India and Brazil.
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The World Automobile Industry is turned to the developing markets.

With the developed markets almost saturated, the World Automobile Industry is

now focused on the developing markets of South America and Asia, and Eastern Europe with

special emphasis on BRIC (Brazil, Russia, India, and China).

As per the reports of the International Organization of Motor Vehicle

Manufacturers or OICA(the association of the companies involved in World Automobile

Industry), for the fiscal end in 2006, the automobile manufacturers in the U.S. have been

overtaken by those in Japan, in terms of the total volume of automobile units manufactured

worldwide.

However, the struggling General Motors of the US still remain the worldwide

leaders of the World Automobile Industry, ahead of the rapidly growing Toyota Motor

Corporation of Japan, by a substantial margin.

Measures to be adopted by global leaders of the World Automobile Industry

Several significant economic measures are being considered by the major players

of the World Automobile Industry in order to make a smooth entry into the markets of the

developing countries, and to make a name for themselves. The effective measures include:

 Reducing the selling prices of the automobiles manufactured in their factories

 Improving the levels of after-sales services to keep customers satisfied

 Opening manufacturing factories in the developing nations, to reduce effective costs

of production as well as saving shipping charges, and enhancing prompt delivery of

automobile units.
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Automobile Industry Trends

In keeping with the Automobile Industry Trends, the leading automobile manufacturers are

turning to the Asian markets that appear set to grow immensely over the next decade. The

automobile markets in the U.S., Europe and the Japan have almost matured as a result of

saturation and appear set to decline through the next decade. In contrast, the

automobile markets spread over the entire Asian continent (with the exception of

Japan), are constantly increasing in size and will be the destination for most of the globally

leading automobile manufacturers.

The Automobile Industry Trends reveal that the emerging markets of the developing

nations of Asia especially China, and India are backed by their huge population growth

rate, to add to the growing national economy of these two nations.

The rapid growth of the national economy of the BRIC countries (including

Brazil, Russia, India, and China) has enabled a growing section of the population of these

countries to purchase automobiles. Global surveys conducted recently reveal that within the

next ten years, these emerging automobile markets will account for nearly a whopping 90

percent of the global automobile sales growth. As a result of this, leading Automobile

manufacturers of the world are setting up factories in the emerging markets, in order to serve

the potential consumers better as well as reduce manufacturing and shipping costs. In addition,

these arrangements are enabling the leading global automobile manufacturers to compete with

the local automobile manufacturers that were flourishing in the absence of quality competition.

The prosperity of the national economy is reflected in the rising per capita

income of the developing nations. Therefore, increasing Gross Domestic Product and per

capita income have raised the purchasing ability of the population that constitutes these

emerging markets as a growing percentage of the population in the developed nations age

rapidly, in comparison to the rest of the world, these aging numbers necessitate automobiles

to fit the physiological change of the world population.
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The India Automobile Market is a promising industrial sector that is

growing immensely every passing year. The passenger cars are referred to, through the use of

the word “automobile”. The whopping growth experienced by the Indian Automobile Market

in the last financial year itself that is the financial year end in February 2007 was very close

to 18 percent over the previous fiscal. This statistical fact is a glittering example of the

potential of the growing Automobile Industry in India.

As per the survey conducted by the Society of Indian Automobile Manufacturers, the total

number of automobiles manufactured by the Automobile Industry in India, throughout the

financial year 2006-07, was very close to the 15.5 lakh (1.5 million) margin. The huge of

number of automobiles manufactured by the Automobile Industry in India was an enormous

growth upon the number of automobiles manufactured during the previous fiscal that ended

in 2006

The total number of cars that were exported from India was very close to the 20 lakh

(2.0 hundred thousand) margin, an encouraging sign for the Automobile Industry in India.

The export of cars manufactured in India comprised nearly 13 percent of the total number of

cars manufactured domestically by the Automobile Industry in India.

The India Automobile Market looks set to prosper, largely due to the growing market for

automobiles that is developing in India. In the financial year that ended in February, 2004, the

Indian automobile markets were the fastest growing in the world, with the registered growth

rate touching nearly 20 percent.

The Automobile Industry in India mainly comprises of the small car section, which

enjoys nearly a 2/3rd market share of the entire market for automobiles in India. In this

respect, the Indian markets are the largest in the world for small cars, behind Japan.

The Indian passenger car market which ranks amongst the largest in the world, is poised

to become even larger and enter the top five passenger car markets in the world in the next

decade.
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India Automobile Industry

Following India's growing openness, the arrival of new and existing models, easy

availability of finance at relatively low rate of interest and price discounts offered by the

dealers and manufacturers all have stirred the demand for vehicles and a strong growth of the

Indian automobile industry.

The data obtained from ministry of commerce and industry, shows high growth obtained

since 2001-02 in automobile production continuing in the first three quarters of the 2004-05.

Annual growth was 16.0 per cent in April-December, 2004, the growth rate in 2003-04 was

percent the automobile industry grew at a compound annual growth rate (CAGR) of 22 per

cent between 1992 and 1997.

With investment exceeding Rs. 50,000 crore, the turnover of the automobile

industry extended Rs. 59,518 crore in 2002-03. Including turnover of the auto-component

sector, the automotive industry's turnover, which was above Rs. 84,000 crore in 2002-03, is

used to have ceoded Rs.1,00,000 crore (USD 22. 74 billion) in 2003-04

Dealers Network in India

In terms of Car dealer network and authorized service stations, Maruti leads the pack

with Dealer networks and workshops across the country. The other leading automobile

manufacturers are also trying to cope up and are opening their service stations and dealer

workshops in all the metros and major cities of the country. Dealers offer varying kind of

discount of finances who in turn pass it on to the customers in the form of reduced interest

rates.
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Major Manufacturers in Automobile Industry

 Maruti Suzuki

 Ford India Ltd.

 Eicher Motors

 Bajaj Auto

 Mahindra

 Tata Motors

 Ashok Leyland

 Bharath Benz

 Hindustan Motors

 Renault India

 Kia Motors

 Hero Motors

 Hyundai Motor India Ltd

 Royal Enfield Motors

 TVS Motors

 Swaraj Mazda Led

Government has liberalized the norms for foreign investment and import of

technology and that appears to have benefited the automobile sector. The production of total

vehicles increased from 42 million 1998- 99 to 73 million in 2003-04. It is likely that the

production of such vehicles will acid 10 million in the next couple of years. The industry has

adopted the global standard and this was manifested in the morning exports of the sector.

After a temporary slump during 1998-99 and 1999-00, such exports registered robust growth

rates of well over 50 per cent in 2002-03 and 2003-04 each to excel two and-a-half times the

export figure for 2001-02.



13

Automobile Export Numbers

Table 2.1

Category 1998-99 2019-20

Passenger Car 25468 121478

Multi Utility Vehicles 2654 3892

Commercial Vehicles 10108 19931

Two Wheelers 100002 256765

Three Wheelers 21138 51535

Percentage Growth -16.6 32.8

The Key Factors behind the Upswing

Sales incentives, introduction of new models as well as variants coupled with

easy availability of low cost finance with comfortable repayment options continued to drive

demand and sales of automobiles during the first two quarters of the current year. The risk of

an increase in the interest rates, the impact of delayed monsoons on rural demand, and

increase in the costs of inputs such as steel are the key concerns for the players in the industry

As the players continue to introduce new models and variants, the competition

may intensify further. The ability of the players to contain costs and focus on exports will be

critical for the performance of their respective companies

The auto component sector has also posted significant growth of 20 per cent in

2013-14, to achieve a sales turnover of Rs.30, 640 crore (USD 6.7 billion). Further, there is n

potential for higher growth due to outsourcing activities by global automobiles giants. Today,

this sector has emerged as another sunrise sector.
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Growth

Opposing the belief that the growth in mobile industry has catered only to the

top income- stratum of society, Growth of exports of 32.8 % in the first three quarters of

2004-05, the fastest growth in volumes has come from commercial vehicles as against

passenger cars.

Between 1998-99 and 2017-18, output of commercial vehicles has grown 2.8

times compared to the 2.2 times increase in passenger cars. Furthermore, two-wheeler output

continues to dominate the volume statistics of the sector. In 2003-04, for every passenger car

turned out by the sector, there were 7 two-wheelers produced. In the two wheeler segment,

there is a greater preference for motorcycles followed by scooters, with both production and

domestic sales of motorcycles increasing at faster rates than for scooters in the current and

previous years. However, mopeds have registered low or negative growth. Export growth

rates have been high both for motorcycles and scooters.

The Indian auto components industry has an estimated production of USS 10

billion. The spiralling demand from domestic and international auto companies has seen this

sector emerging as one of the fastest growing manufacturing sectors in India and globally.

The Auto components industry is predominantly divided into five segments:

 Engine parts

 Drive Transmission & Steering Parts

 Suspension & Brake Parts

 Electrical Parts

 Body and chassis

According to the ACMA (Auto Components Manufacturers Association of

India), the sector is set to grow at a CAGR of 15 per cent till fiscal 2012. This sector is now

working towards an open market. A large number of joint ventures with leading global

manufacturers have already been set up in the auto-components sector. And with India

estimated to have the potential to become one of the top five auto component economies by

2025, the pace is expected to pick up even further.

Moreover the automotive components industry is perceived as a lucrative sector with

tremendous potential for foreign direct investment. The year 2006-07 saw the auto

components sector soar with exports touching the US$ 3 billion mark and investments.
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The ACMA estimates the global sourcing of components from the country to double

from US$ 2.95 billion to US$ 5.9 billion in 2008-09, and touch US$ 20 billion in seven years

owing to the huge and growing markets within India, and overseas.

Domestic Investments

The market is so large and diverse that a large number of players can be absorbed to

accommodate buyer needs. The sector not only has global players looking to invest and

expand but leading domestic component companies are also pumping in huge sums into

expanding operations:

 Bharat Forge invested US$ 135 million in its Pune plant for increasing domestic

capacity to 240,000 tones.

 Amtek Auto is expanding capacity of its castings unit to 70,000 tons per annum (TPA)

from 30,000 TPA.

 Sona Koyo plans to have capacity of three million pieces of manual steering gears,

500,000 units of hydraulic power steering and 250,000 units of electronic power

steering (EPS), apart from doubling the capacity of steering columns from one million

parts.

 Rico Auto is investing US$ 23 million to expand capacity.

 Apollo Tyres plans to invest USD 469.58 million in the next three years to increase its

production capacity both in India and abroad.

 Kesoram Industries is planning to set up three new tyre units in the northern state of

Uttaranchal to take its tyre-making capacity to 734 metric tons per day

With such accelerating interest by both domestic and foreign investors, the Indian auto

component industry is set to growth exponentially.

Foreign Investments

India enjoys a cost advantage with respect to casting and forging as manufacturing costs

in India are 25 to 30 percent lower than their western counterparts. Seeing the growing

popularity of India in the automotive component sector (a whopping US$ 530 million in

terms of foreign direct Investment), the Investment Commission has set a target of
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attracting foreign ivestment worth US$ 5 billion for the next five years to increase
India’s share in the global auto components market from the existing 0.4 per cent to 3-4

per cent.

 Chrysler is setting up a local sourcing unit in Chennai and is expected to start

sourcing for its global plant by next year.

 Pal finger AG, the Austrian hydraulic lifting, loading and handling systems

manufacturer, has joined hands with Western Auto LLC, Dubai, the vehicle

dealership arm of ETA Star group, have invested US$ 1.7 million to set base in India.

 IFCI Venture Capital Funds Limited is launching a private equity fund in association

with German consultancy UBF-B worth US$ 144.67 million focused entirely on

domestic automotive components industry.

 Auto parts maker Robert Bosch of Germany will invest USS 201.4 million in its

Indian subsidiaries over the next two years.

 Japan's Omron Corporation, the leading manufacturers of automation components has

set up the company's first production base on the subcontinent.

 Swiss company Reiter Automotive India aims to increase its production capacity in

India and extend its product range to heat shields

 Daimler, Hero joint venture will invest USD 1.1 billion in 5 years to manufacture light

and medium CVs initially, and heavy-duty vehicles by 2012.

Destination India

The ACMA-McKinsey Vision 2015 document forecasts the potential for the Indian auto

component industry to be USS 40-45 billion by 2015 Investments and exports in this segment

are witnessing continuous growth. Global automobile manufacturers see India as a

manufacturing hub for auto components and are rapidly ramping up the value of components

they source from India due to:

 The cost competitiveness in terms of labour and raw material

 Its established manufacturing base.

 Fine quality of components manufactured in India (used as original components for

vehicles made by General Motors, Mercedes, IVECO and Daewoo among others)



17

As a result Japanese and British component manufacturers are seeking joint-ventures in

India. Delphi, the auto component division of General Motors is planning to set up plants in

India. Robert Bosch, auto parts maker of Germany has relocated manufacture of certain prod

co India. Crosslink International Wheels, Malaysia's leading automobile security provider has

up its manufacturing unit at Baddi to make India the export hub for the SAARC region.

Foreign auto makers, including Ford Motor Co., General Motors Corp., Honda Motor

Co., Toyota Motor Corp., DaimlerChrysler AG and Hyundai Motor Co., are all looking to

increase their presence in India and use it as an export hub. The Indian automotive export

industry has made a global mark. Both the automobile industry along with the component

industry is contributing to India's overall export effort. According to ACMA, more than a

third (36 per cent) of Indian auto component exports head for Europe, with North America

featuring a close second at 26 per cent.

The Indian automotive industry has grown at a CAGR of 14 percent p.a. over the

last 5 years sales of vehicles reaching around 9 million vehicles in 2005-06. It has the

potential to emerge the largest in the world. Presently, India is:

 2nd largest two-wheeler market in the world

 4th largest commercial vehicle market in the world

 11th largest passenger car in the world and is expected to be the 7th largest market.

The industry has emerged as a key contributor to the Indian economy.

The developments in the Indian auto component industry can be traced to trade

liberalization during the 1990's that resulted in an influx of multinational automotive

companies like Ford, general motors, Hyundai, Mercedes-Benz, Peugeot and Volvo into India.

The entry of these foreign auto companies during the early 90's changed quality standards and

impacted the complexity of the parts required by OEMs.

Consumers reacted favorably to the expanded set of offerings and

consequently demand for cars in India surged. For example, the sale of foreign brand cars

grew from almost nothing before the entry of Hyundai in 1997 to 15% of the car market in the

year 1998.99 to more than 25% of the car market in 2004-05. the auto market, consisting of

passenger vehicles, commercial vehicles, two wheelers, three wheelers and tractors, expanded

from a sales of 3.3 million vehicles (417,762 passengers vehicles alone) in the year 1995-96,



18

to nearly 6.8 million vehicles (900,752 passenger vehicles) during 2003-04.

The Indian auto component industry responded to these challenges by adding

capacity and modeling existing plants. The sales volume of auto components has increased

from $2.9 billion in the year 1999 to $7 billion in the year 2004.

Many firms entered into technical collaboration and equity partnership

global tier-one suppliers, Global tier-one suppliers like Delphi and Visteon set manufacturing

units in India During this period, there was significant growth in multinational companies ($1

billion in 2003-04, as against $0.27 billion in 1997 exports are still very compared to annual

global auto component sales, which was $730 billion, they are a significant share of the sales

(approximately 10-12%) components firms.

Before Maruthi, the auto component industry was characterized by low

volumes, high fragmentation, negligible auto machine and consequently poor quality. This

was simply because the automobile industry did not have any volumes worth talking about

Maruthi challenged all that in the process, Indian car producers in the first year itself by

making 22,500 vehicles) for the first time the Indian market and volumes worth speaking of a

product that was exportable and proper systems.

They key of course is the export-worthiness of the Maruthi 800, Zen, something

total alien to the industry before. So as Maruthi grew crossing the 1, 00,000 mark by 1989-90,

the component industry boomed in tandem. In the meantime, other Japanese majors like

Honda, Yamaha, Toyota and Mitsubishi also flagged off two-wheelers and light commercial

vehicles production. This paved the way for foreign collaborations in the component sector,

and till date some 95 Japanese alliances have been struck. Maruthi itself floated 11 joint

ventures (JVs) and has as many as 375 vendors,

That was just the first step in the process of Indian component marks producing globally

competitive products. The next best thing to happen to this sector was the recession of 1992-93.To

maintain their viability, ancillary had little choice but to focus on export markets, and step up

quality. This is evident in the spate of ISO 9000- certifications those component makers began to

receive of the roughly 350 companies in this sector at least 130 have bagged ISO 9000
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certification, something no other industry can boast of. The step up process has not ended with the

Japanese innovation. Gradually manufacturers from all parts of the world are making a beeline for

India.

Future Trends in the Automobile Industry

In the auto Show of February 2016, the industry promised a blend of technology and

automotive. With the recession trend breaking its leashes form the past two years, 2016

expected o get back on track with the sales of automobiles in the country.

 Almost Self-governing cars are predicted to be on the streets by 2020.

 More than half the cars on the streets are going to be powered by diesel by

2020.

 Industry watcher Gartner indicates that 30 percent of motorists want parking info. The

facility is likely to come up after glitches in the infrastructure catch up.

 High Performance Hybrid cars are likely to gain greater popularity among consumers

The Indian automobile industry has a prominent future in India. Apart from

meeting the advancing domestic demands, it is penetrating the international market too.

Favored with various benefits such as globally competitive auto ancillary industry, production

of steel at lowest cost; inexpensive and high skill manpower, entrenched testing and R&D

centers etc., the industry provide immense investment and employment opportunities.

Demonetisation effect on Auto Industry:

According to the reports of manufacturers, dealers and bankers,

demonetisation has badly affected the market with demand weakening in Gujarat, Punjab,

and the National Capital Region.

 Used cars sale is also expected to plummet by 50% leading to the loss of revenue of

Rs.3,900 crore.

 Footfall at Showroom of Hero Monocarp has dropped by 15% in the first two days of

demonetisation drive

 The larger effect is seen in the unorganised used car market, which is driven mostly

by cash based deals
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Factors determining the growth of the industry:

 Fuel economy and demand for greater fuel efficiency is a major factor that affects

consumer purchase decision that will bring leading companies across two-wheeler and

four-wheeler segment to focus on delivering performance-oriented products.

 Sturdy legal and banking infrastructure

 Increased affordability, heightened demand in the small car segment and the surging

income of the Indian population

 India is the third largest investor base in the world

 The Government technology modernization fund is concentrating on establishing

India as an auto manufacturing hub.

 Availability of inexpensive skilled workers

 Industry is perusing to elevate sales by knocking on doors of women, youth, rural and

luxury segments

 Market segmentation and product innovation.

Indian Automobile Industry - Challenges Ahead

Research and Development:

In India research and development program is low as compared to other parts of the

world. Fluctuations in fuel prices- Fluctuation in prices of the fuel affect the demand for the

vehicle. The price of fuel affects the driving habits of consumers and the type of the car they

buy. Change in the price of petrol has changed the preference of people to switch to more

efficient cars.

Poor Infrastructure:

Poor roads infrastructure is the biggest issue by far in the Indian automotive industry.

Traffic laws are not well enforced and followed leading to one of the highest per capita

accident rates in the world.
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Innovation:

The competitiveness of any sector depends on the capacity to innovate and upgrade.

It is also significant to understand that labor cost, duties, interest and economies of scale are

regarded as the determinant of competitiveness. It also involves core products and technology

innovation apart from productive human resource. The automakers will have to look for the

policies of the state that encourages innovation.

Stiff Competition:

There exists a tough competition among the automobile players and all desire to

capture a big share of the market. The margins of the manufacturers are squeezed out and

which in turn they cut cost to be profitable and competitive

Taxes, Duties and Tariffs:

In India the tax laws are supposed to be one of the most complexes due to

plethora of associated process. High target restrict the flow of trade but attracts investment if

domestic market has scope of growth.

Road Ahead:

The automobile industry is supported by various factors such as availability of

skilled labor at low cost, robust R&D centers and low cost steel production. The industry also

provides great opportunities for investment and direct and indirect employment to skilled and

unskilled labor.

The Indian automotive aftermarket is estimated to grow at around 10-15 per cent to

reach US$ 16.5 billion by 2021 from around US$ 7 billion in 2016. It has the potential to

generate up to US$ 300 billion in annual revenue by 2026, create 65 million additional jobs

and contribute over 12 per cent to India's Gross Domestic Product.

Exchange Rate Used: INR 1 = US$ 0.015 as of March 1, 201
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Automobile Industry in India

 Two-wheeler and passenger vehicles dominate Indian auto market.

 Two-wheelers and passenger cars accounted for 78 per cent and 15 per cent of

production volume in FY 17 respectively

 Domestic passenger car sales dominated by small and mid-size cars.

 Over 67 per cent of export volumes comprised of two-wheelers, followed by 22 per

cent for passenger cars.
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Hyundai Motor Company:

Hyundai Motor India Ltd is a wholly owned subsidiary of the Hyundai Motor

Company in India. It is the 2nd largest automobile manufacturer in India. Hyundai

Santro Xing/Atos Prime is made only by Hyundai Motor India Limited.

Hyundai Motor India Limited was formed on 6 May 1996 by the Hyundai Motor Company

of h Korea. When Hyundai Motor Company entered the Indian Automobile Market in 1996

the Hyundai brand was almost unknown throughout India. During the entry of Hyundai in

1996, were only five major automobile manufacturers in India, i.e. Maruti, Hindustan,

Premier Tea and Mahindra. Daewoo had entered the Indian automobile market with Cielo,

just three years back while Ford, Opel and Honda had entered less than a year back.

For more than a decade till Hyundai arrived, Maruti Suzuki had a near monopoly

over the passenger cars Segment because Tata Motors and Mahindra & Mahindra were solely

utility and commercial vehicle manufacturers, while Hindustan and Premier both built

outdated and competitive products.

HMIL's first car, the Hyundai Santro was launched on 23 September 1998 and was a

runaway success. Within a few months of its inception HMIL became the second largest

automobile manufacturer and the largest automobile exporter in India. Hyundai Motor India

Limited (HMIL) is a wholly owned subsidiary of Hyundai Motor Company (HMC), South

Korea and is the largest passenger car exporter and the Second largest car manufacturer in

India. HMIL presently markets 10 models - Eon, i10, Grand i10, Xcent. Elite i20, Active i20,

Verna Fluidic 4S. Neo Elantra, Creta Fe

HMIL’s manufacturing plant near Chennai claims to have the most advanced

production, quality and testing capabilities in the country. To cater to rising demand, HMIL

commissioned its second plant in February 2008, which produces an additional 300,000 units

per annum, raising HMIL's total production capacity to 600,000 units per annum. Current

Production Capacity with these 2 plants in Kancheepuram increased to 6,70,000 cars per year.

HMC has set up a research and development facility (Hyundai Motor India

Engineering - HMIE) in the cyber city of Hyderabad.
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As HMC's global export hub for compact cars, HMIL is the first automotive

company in India to achieve the export of 10 lakh cars in just over a decade. HMIL currently

to more than 120 countries across EU, Africa, Middle East, Latin America, Asia and Australia.

It has been the number one exporter of passenger cars of the country for the eighth year in a

row. To support its growth and expansion plans, HMIL currently has 388 strong dealer

networks and more than 1000 Director of Marketing.
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Hyundai motor company

Hyundai Motor Company Headquarters(right)in Seoul, South

Korea

Type Public

Traded as KRX:005380

LSE:HYUD

NASDAQ:HYMTF

Industry Automotive

Founded December 29,1967;50 years ago

Founder Chumg Ju-Yung

Headquarters Seoul,south korea

Area Served Worldwide

Key people Chung mong-koo(Chairman&CEO)

Products Automobiles,commercial vehical,engines
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Output

Revenue KRW 93.649 trillion(2018)

Operating income KRE 7307trillion(2018)

Net income KRW 5720 trillion(2018)

Total assets KRW 178836 trillion(2018)

Total equity KRW 72345trillion(2018)

Number of employees 104,731(2013)

Parent Hyundai motor group

(2000-present)

Division Genesis

Kia

Website Hyundai.com
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HISTORY:

Chung Ju-Yung founded the Hyundai Engineering and Construction Company in

1947, Hyundai Motor Company was later established in 1967. The company's first model, the

Cortina, was released in cooperation with Ford Motor Company in 1968. When Hyundai

wanted to develop their own car, they hired George Turnbull in February 1974, the former

Managing Director of Austin Morris at British Leyland. He in turn hired five other top British

car engineers. They were Kenneth Barnett body design, engineers John Simpson and Edward

Chapman, John Crosthwaite ex-BRM as chassis engineer and Peter Slater as chief

development engineer.

 In 1975, the Pony, the first Korean car, was released, with styling by Giorgio Giugiaro

of Italy Design and power train technology provided by Japan's Mitsubishi Motors.

Exports began in the following year to Ecuador and soon thereafter to the Benelux

countries.

 In 1984, Hyundai exported the Pony to Canada, but not to the United States, because

the expectations, and it was at one point the top-selling car on the Canadian market. In

1985, the one millionth Hyundai car was built.

 In 1986, Hyundai began to sell cars in the United States, and the Excel was nominated

as "Best Product Strong 10" by Fortune magazine, largely because of its affordability.

The company began to produce models with its own technology in 1988, beginning

with the midsize Sonata.

 In the spring of 1990, aggregate production of Hyundai automobiles reached the four

million mark.

 In 1986, Hyundai began to sell cars in the United States, and the Excel was nominated

as "Best Product Strong 10" by Fortune magazine, largely because of its affordability.

The company began to produce models with its own technology in 1988, beginning

with the midsize Sonata.
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 In 1986, Hyundai began to sell cars in the United States, and the Excel was nominated

as "Best Product Strong 10" by Fortune magazine, largely because of its affordability.

The company began to produce models with its own technology in 1988, beginning

with the midsize Sonata.

 In the spring of 1990, aggregate production of Hyundai automobiles reached the four

million mark.

 In 1991, the company succeeded in developing its first proprietary gasoline engine,

the four cylinders Alpha, and also its own transmission, thus paving the way for

technological independence.

 In 1996, Hyundai Motor India Limited was established with a production plant in

Irungattukottai near Chennai, India.

 In 1998, Hyundai began to overhaul its image in an attempt to establish itself as a

world class brand. Chung Ju Yung transferred leadership of Hyundai Motor to his Son,

Chung Mong KOO, in 1999. Hyundai's parent company, Hyundai Motor Group,

invested heavily in the quality, design, manufacturing, and long-term research of its

vehicles. It added a 10-year or 100,000-mile (160,000 km) warranty to cars sold in the

United States and launched an aggressive marketing campaign.

 In 2004. Hyundai was ranked second in "initial quality" in a Survey/study by J.D.

Power and Associates. Hyundai is now one of the top 100 most valuable brands

worldwide. Since 2002, Hyundai has also been one of the worldwide official sponsors

of the FIFA World Cup

 In 2006, the South Korean government initiated an investigation of Chung Mong Koo

practices as head of Hyundai, Suspecting him of corruption. On 28 April 2006, Chung

was arrested, and charged for embezzlement of 100 billion South Korean won

(US$106 million). As a result, Hyundai Vice Chairman and CEO, Kim Dong-jin,

replaced him as head of the company. On 30 September 2011, Yang Seung Suk

announced his retirement as CEO of Hyundai Motor Co. In the interim replacement

period, Chung Mong-koo and Kim Eok-jo will divide the duties of the CEO position.

 First for Hyundai. The Genesis has received a number of well-recognized automobile

awards worldwide.
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 It also won the 2009 Canadian Car of the Year after winning its category of Best New

Luxury Car under $50,000. The Hyundai's V8 Tau engine in the Genesis, which

develops 375 hp (280 kW) on premium fuel and 368 hp (274 kW) on regular fuel,

received 2009 Ward's 10 Best Engines award.

 In 2009, 4 models from Hyundai and two from Kia camed the Top Safety Award by

the Insurance Institute for Highway Safety (IIHS).

 In 2009, Hyundai/Kia vehicles were named as "least expensive vehicles to insure".

Hyundai/Kia vehicles were the least expensive to insure and occupied the 'top five'

least expensive slots, said Insure.com.

 In 2009, according to a preliminary report from the Environmental Protection Agency

published in November 2009, which is based on 2009 pre-model year production

projections provided by automakers, Hyundai, at an average of 23.4 mpg Us (10.1

L100km; 28.1 mpg-imp), is the Second most fuel-efficient automaker in America,

after Honda's combined U.S. fleet of Honda and Acura models at an average of 23.6

mpg-us(10.0 L/100 km; 28.3 mpg. Imp).

 In 2010, a Consumer Reports reliability Survey ranked Hyundai (including Kia) as the

fourth-best automaker. The ratings reflect the performance, comfort, utility and

reliability of more than 280 vehicles that the magazine recently tested.

 In 2010, the Hyundai Equus made its North American

 Debut at the North American International Auto Show

 In January 2012, the Hyundai Elantra was named the North American Car of the Year

at the North American International Auto Show, Selling more than 200,000 cars since

the model's redesigned debut.

 Hyundai's manufacturing plant at Irungattukottai near Sriperumbudur. Chennai, India.

 Hyundai Motor India Limited is currently the second largest auto exporter from India.

It is making India the global manufacturing base for Small cars.

 Hyundai Sells Several models in India, the most popular being the Santro Xing, i10,

Hyundai E.ON and the i20.

 On 3 September 2013, Hyundai launched its much awaited car, Grand i10 in petrol

and diesel variants. Other models include the Getz. Accent, Elantra, Second

generation Verna, Santa Fe and the Sonata Transform. Hyundai has two

manufacturing plants in India located at Sriperumbudur in the Indian State .
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 Hyundai opened its R&D facility in Hyderabad, employing now nearly 450 engineers

from different parts of the country. Hyundai Motor India Engineering (HMIE) gives

technical & engineering Support in Vehicle development and CAD & CAE Support to

Hyundai's main R&D centre in Namyang, Korea. In mid-2014. Hyundai launched

Xcent, a sedan based on Successful Grand i10. Recently, on 11 August 2014. Hyundai

India Motor Limited launched the Elite i20 in petrol and diesel variants.

 In 2007, Hyundai started its support engineering centre with CAD/CAE teams in

Hyderabad, India. Hyundai expanded its engineering activities in India with Vehicle

Engineering team in 2010. In 2011, Hyundai started its design activities at Hyderabad

R&D Centre with Styling. Digital Design & Skin CAD Teams and Packaging team.

Indian engineers are heavily involved in making of Indian vehicles like Grand ilo,

Elite i20 along with other Global cars.

Organisation Profile: Sai Swarna Hyundai Ramavarapadu

NATIVE NAME : SAI SWARNA HYUNDAI

DEALERSHIP : HYUNDAI

SERVICE : SHOWROOM &WORK SHOP.

ADDRESS : DR.NO-128/13B, BESIDE HP RAMAVARAPADU, RING,

VIJAYAWADAANDHRAPRADESH

TYPE : PRIVATE

INDUSTRY : AUTOMOTIVE

FOUNDED : MARCH.29.2009

CHAIRMAN : M.STALIN BABU.

DIRECTORS : M.SUMAN BABU, M.SANDEEP BABU
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CEO : DR.V.SRINIVAS

MANAGERS : M.BHUPATHI RAJU (SALE),K.RAMPRASAD(SERVICE),

PRODUCTS : AUTOMOBILES, COMMERCIAL VEHICLES, ENGINES.

REVENUE : 93.649 CR.

OPERATING INCOME : 7.307CR.

NET INCOME : 5.720CR.

TOTAL ASSETS : 178.836CR.

NO OF EMPLOYES : 200(EMPLOYES)
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Introduction

Customer satisfaction is related to the human activity directed at satisfying human wants

through the exchange of products,

A market consists of all the potential customers sharing a particular need or want who

might be willing and able to engage in exchange to satisfy that need or want Marketing is a

total system of trustiness activities designed to plan, price, promote and distribute the want

satisfying product, services and ideas to target market in order to achieve organizational

objectives.

Marketing research is the function, which links the consumer, customer and public to the

market through information. Information used to identify and define marketing opportunities

and problems generate, define and evaluate marketing actions monitor marketing performance

and improve the understanding of marketing as a process. Marketing research specifies the

information required to address these issues design the method for collecting information

Managers implements the data collection process analysis the results and communicate the

bindings and their implications.

Satisfying the customers occupies a most important position in business management

Customer satisfaction plays a crucial and critical role as it deals with customers and their

needs. The major task of organization is to satisfy customers by meeting their needs and

wants. The essence of organization is the customer and not the product shall be the heart of

the entire business system. It emphasizes on customer oriented business. Policies and

programs, which are formulated to serve efficiently the customer demand. "Satisfaction of a

customer is so basic that it cannot be considered as a separate function. It is the way whole

business seen from the point of view of its final results i.e., from the customer's point of view".

A consumer is the king and has the right to choose from a large variety of offering. He is the

main person around which all business evolves. Today market is a more customer oriented in

the sense all the business operations revolve around satisfying the customer by meeting their

needs through effective product.
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Competition

Today's companies must urgently and critically rethink their business mission and

Marketing strategies. Instead of operating in market place of fixed and known competitors and

sable consumer preference today's companies work in a way zone of rapidly changing

competitors' technological advances new laws, managed trade policies and diminishing

customer loyalty.

Companies find themselves competing in a race where the world signs and rules keep

where there is no finish line, no permanent "win". They simply must keep racing n a direction

where the public wants those to go in the days when it was "Business hopefully as usual",

companies could succeed by producing and supporting them with hard selling and advertising.

This was called "Marketing".

Marketing is the process of planning and executing the conception, pricing, promotion

and distribution of ideas goods and services to create exchange that satisfy individual

organizational goals.

Core Concepts of Marketing

Marketing

It is a social and managerial process by which individuals and groups obtain what they

need and want through creating, offering and freely exchanging products and services of

value with others

Marketing Management:

Marketing management is the process of planning and executing the conception, pricing,

promotion and distribution of ideas of goods and services to create exchanges with target that

satisfy the customer and organizational objectives.

Need, Wants And Demands:

A human need is a state of felt deprivation of some basic satisfaction. People require
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food, clothing, shelter, satisfy, belongings and a few other things for survival. These needs are

not created by their society or by marketers, they exist in the very texture of human biology

and human condition. Wants are desires for specific satisfiers of these deeper needs. Demands

are wants for specific products that are backed an ability and willingness to by them.

Market Place, Market Space:

Market place is physical, a when one goes shopping in a store: Market space is digital

goes shopping on the internet. Many observers believe that increased amount of purchasing

will shift into market space.

Marketers & Prospects:

A marketer is someone seeking a response (attention, a purchase, vote, a donation) from

another party, called the prospect.

Product, Offering & Brand:

Companies address needs by putting forth a value proposition, a set of benefits they offer to

customers to satisfy their needs. The intangible value proposition is made physical by offering

which can be a combination of products, services, information and experiences.

A brand is an offering from a known source. All companies strive to build strength that

is, a storing, and favorable brand image.

Value & Satisfaction:

Value is defined as a ration between what at the customer gets and what he gives. The

customer gets benefits and assumes costs. The benefits include functional benefits and emotional

benefits. The costs include monitory costs, time costs, energy costs and psychic costs

Market:

Competition includes all the actual and potential rival offerings and substitutes that a

buyer might consider. Competition may be of different types. They are

 Brand competition

 Industry competition
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 Firm competition

 Generic competition

Marketing Environment:

It consists of

 Task environment

 Broad environment

Task marketing includes immediate actors involved in producing, distributing and

omitting the offering. The main actors are the company, suppliers, distributors, dealers and

the target customers.

The board marketing environment consists of six components and these environments

contain forces that can have a major impact on the actors in the task environment.

 Demographic environment

 Economic environment

 Natural environment

 Technological environment

 Political legal environment

 Socio-cultural environment

Consumer Behavior

The study of consumer behavior as a separate marketing discipline began when

marketers realized that consumers did not always act or react as marketing theory suggested

they would. Despite “me to" approach to fads and fashions, many consumers rebelled at the

identical products that they felt reflected their own special needs, personalities, and lifestyles.

Even in industrial markets, where needs for goods and services were always homogeneous

than in consumer markets, buyers were exhibiting diversified preferences and less predictable

purchase behavior.

Other factors that contribute to the growing interest in consumer behavior were the

accelerated rate of new product development, the consumer movement, public policy
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concerns, environment concerns, and the opening of national markets through the world.

The field of consumer behaviors is rooted in a marketing strategy that evolved in

the late 1950's when some marketers began to realize that they could sell more goods more

easily, if they produced only those goods they had already determined that consumers would

buy. Instead of trying to persuade consumers to buy what the firm had already produced

marketing oriented firms found that it was a lot easier to produce only products they had first

confirmed, through research. Consumer needs and wants became the firm's primary focus.

This consumer oriented marketing philosophy came to be known as the marketing concept.

The key assumptions underlying the marketing concept are that to be successful a

company must determine the needs and wants of specific target market and deliver the desired

satisfactions better than the competition. The marketing concepts are based on the premises

that a marketer should make what it can needs of the seller, the marketing concepts notes on

the needs of buyer.

Consumer Perception

As diverse individuals, we all tend to see the world in our own special ways four

people can view the same event at the same time, and each will support in total honesty Story

different from all others.

Each participant perceived the events that occurred in a different way. For each

individual reality is a totally personal phenomenon, based on that person's needs, wants

values and personal experiences.

Reality to an individual is merely that individual's perception of what is out there

Individuals act and react on the basis of their perceptions, not on the basis of objective reality.

Thus, to the marketer, consumer's perceptions are much more important than their knowledge

objective reality. For if one thinks about it, it's not what actually so is, but what consumers’

think 1950 that affect their actions, their buying habits, their leisure habits and so forth. And

because individuals make decisions and takes action based on what they perceived the whole

nations of perception and its related concepts, so they can more readily determine what

factors influence consumers.
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Customer Life Cycle

The role of CRM is focusing on the individual customer, it is necessary to track the

customer from the acquisition stage and throughout the lifecycle of the customer. The

customer would have different requirements at the different stages and CRM should enable

fulfilment of the requirements pertaining to a particular stage. On the other hand, the manner

in which the relationship is managed at each stage will determine the customer loyalty and

lifetime value realization.

The customer relationship among the performance of the product, the fulfilment of

customer needs and the total cost to the customer over the customer relationship life cycle.

All these aspects are judged by the total customer value is therefore a function of them. Based

on the total value received by the customer, the satisfaction is decided and this affects the

loyalty exhibited by the customer therefore, it is imperative to ensure that the customer is

receiving adequate value at all stages of the lifecycle to ensure retention CRM enables

adequate delivery of customer value at all stages of the life cycle.

The Roles played by Customer Satisfaction in various stages:

Role of Customer Satisfaction in Pre-Purchase stage

In the pre-purchase stage, the customer is in the information gathering phase where

need for the product has been felt by the customer and he is undertaking a search to find best

means to satisfy the need. The role played by the CRM in this stage should enable the

following:

 Non-interruptive campaigns

 Easy access to night information

 Multiple channels

 Comprehensive information in suitable format

 Product demonstrations

 Risk-free trait.
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Role of Customer Satisfaction in Purchase stage:

The role that CRM should play in purchase place is to enable easy purchase of the

product and ensure that the customer has got what he desired. Facilitating the purchase to suit

the customer's convenience becomes critical during the stage. To enable customers to feel

comfortable in making the purchase, various purchasing options should be made available.

These could include:

 Providing a range of models to cater to various requirements with personalization

options

 Reduced financial risk through money back guarantees or other methods that help

customers gain confidence in the purchase.

 Policies that enable customers to get replacements for malfunctioning of

products. The various functions in this stage are

 Easy procedures, Access to hire purchase

 Complete solution

 Installation and training at customer's convenience

Role of Customer Satisfaction in Usage stage

During the usage stage the customer should be able to enjoy the benefits promised by

the advertisements and the sales people while making the sale. The most crucial stage in the

life cycle is the usage stage since it involves maximum value delivery to the customer.

Therefore the customer is a key to gain the maximum benefit during this stage and any

impediments to the same pod resulting significant erosion of customer satisfaction. The

aspects during the stage and the role of CRM would include:

 Easy access to after sale service

 Quick trouble shooting Spare parts easily available and affordable

 Updated features, Engaging customers
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Role of Customer Satisfaction in Re-Purchase stage:

After the usage stage a customer go in for re purchase if he was satisfied with the

previous purchase during this stage the role of CRM is concerned with the following issues

 Easy disposal of old product

 Loyalty bonus

 New product with useful value additions.

Role of Customer Satisfaction in Winning Back the Lost Customers:

In spite of the best efforts at offering value to the customers attraction is inevitable.

Therefore companies must make efforts at Winning back the lost customers.

The role of CRM in winning back such customers involves the following issues:

 Analyse the cause for departure

 Make relevant offers

 Follow up

A Strategic Framework for Customer Satisfaction

The Customer Satisfaction strategy should be encapsulated into a strategic frame work

which will serve as a tool to be followed for the CRM initiative. According to them, the key

generic CRM processes can be summed up in five points

The strategic development process:

This can be view with a review of company's vision as well as of the industry and

the competitors. Recent methods may be employed for conducting the analysis.

The value creation process:

The company should judge the value that is being offered to the customer which can

include aspects like co-creation of value with the help of the customer as well. Also, the

company should judge the value being received from the customer this can done by taking

into account the lifetime value of the customer, the profitability offered by the customer etc.

.
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The multi-channel integration process:

In this process, the channels' be viewed from the customer's slang poland taking into Account the

fact that hybrid channels have merged as a means to customer access, the channel Most suitable

for a customer should be offered to a customer or the customer should migrated from that channel

The information management process:

A critical role in the Customer Satisfaction process is played by the information

management process. The part that the make up the information management system include

the data respiratory to receive all the data that is collected, the IT system that includes the

hardware, e software and the middleware, tools for analysis and the front and the backend

office applications and support the activities that are performed.

The performance assessment process:

The performance assessment should include the two components-share holder

results and performance monitoring Cross-functional indicators such as the use of balanced

Scorecard, etc. could be beneficial for performance measurement.

Change Management

"When Customer Satisfaction is introduced in a work environment, it causes

shock waves of disruption to emanate the initial points of impact. These points of impact are

the physical and political locations where the system is actually introduced and has its effects

on the people it touches”.

That all the researchers have stressed on the human aspect when it comes to

change management In other words, it requires managing the people and their attitudes,

mindset, Motives and behavior in the right manner for effective change management. The

shift to a CRM orientation calls for a radical change in the attitude of not just the sales and

marketing people but also the people performing other functions Even the relationship

manager also needs to effect a change in the approach to fulfil the objectives of the CRM

initiative. The manner in which the change should be effected has been presented.
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The following methods deal with change management to sure that the Customer Satisfaction.

 Selling change

 Change infrastructure

 Training

Customer Retention Handling Customer Complaints

 Understanding what causes customer to complain.

 Develop positive attitude framing to turn complaints in to opportunities to delight the

customer

 Adopt a systematic approach in handling the customer complaints

 Respond: taking it professionally with first words and actions.

 Outcome: focusing on how to make customers happy again.

 Process it: handling the facts and more so the feelings.

 Initiate: getting the customers input and agreement.

 Unexpected plus one: giving the customers more than expected

Customer Relationship Management Process:

Customer management process is a process whose objective is to enhance customer

loyalty.

The process consists of the following:

 Creation and management of data mining and warehousing.

 Development of appropriate organizational structures.

 Investment in technology

 People development.

The Four main Customer Satisfaction Strategic Capabilities are as

1. Technology:

This will enable the desired functionality for CRM practice.
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2. People:

Skills, abilities, and attitudes of the people responsible for the CRM initiative.

3. Process:

The processes that the company has identified to enable or to ensure that the CRM

Objectives are fulfilled - these include the transactional interactions with the customers.

4. Knowledge and insight:

To ensure stronger and deeper customer relationships with the right Not of customers, companies

need to identify the right approaches that will enable them to gain knowledge and insight for

enhancing the customer value significantly.

Setting Customer Satisfaction Objectives:

The objectives for Customer Satisfaction may vary from one company to other

since de vision mission and the goals of the two companies differ (even if they belong of the

same del A very sensible way to decide the objectives could be to do a reality check (may be

SWOT analysis) and identify the areas where the company needs to improve with respect

Customer Satisfaction To enable the success of the Customer Satisfaction initiative, it is

necessary for the company to define the objectives it seeks to achieve and develop a coherent

a with regard to Customer Satisfaction. Based on the objectives, the companies can then the

data requirements and the other attendant necessities that would help it accomplish the

objectives Also, the objectives would play a crucial role in formulation of the Customer

Satisfaction strategy that the company would need to formulate there can be myriad

objectives could be achieved through Customer Satisfaction. These include:

 Increased customer satisfaction

 Better segmentation and targeting of customers campaign management

 Focusing on individual customers and the lifecycle – personalization.

 Another important aspect with regard to Customer Satisfaction objectives is to be able

quantify them as far as possible. For example, if the objective is to enhance mention

then a target figure may be set with regard to the customer attrition rate.



43

Customer Relationship Management Process:

Customer management process is a process whose objective is to enhance customer

loyalty. The process consists of the following:

 Creation and management of data mining and warehousing

 Development of appropriate organizational structure

 Investment in technology

 People development.



CHAPTER-5

DATA ANALYSIS & INTERPRETATION
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1. Different types of Hyundai cars owned by respondents

Table 5.1:

Model of Hyundai car Respondents % Respondents%

Creata 24% 24

New Gen Verna 19% 19

Tucson 1% 1

i10 17% 17

i20 26% 27

Xcent 13% 13

Interpretation: From the above graph it is observed that percent of respondents using i20 car

is high, due to mileage.
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2.Best feature in Hyundai car

Table 5.2:

Best feature in Hyundai

car

Respondents% Respondents

Price 13% 14

Style 23% 23

Performance 26% 26

Quality 21% 21

Mileage 17% 17

Interpretation: From the above graph it is observed that the respondents have

Hyundai cars best feature is Performance. Which is 26%, Style is 23%, Quality is 21%,

Mileage is 17%, Price is 13% which means out of all features Low Maintenance is the

best feature.
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3. Experience of drive Hyundai car

Table 5.3:

Attributes Respondents% Respondents

Best 33% 33

Good 44% 45

Better 21% 21

Poor 2% 2

Interpretation:

From the above graph it is observed that respondents experience of driving

Hyundai car is 44% is Good due to comfort, Best is 33%, Better is 21% and Poor is 2%.
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4.Vehicle mileage satisfaction

Table 5.4:

Attributes Respondents% Respondents

Yes 64% 65

No 36% 36

Interpretation:

From the above graph it is observed that 64% of respondents satisfied with

the vehicle mileage and 36% respondents not satisfied.
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5. Guided by Sai Swarna Hyundai for use and maintenance of the vehicle

Table 5.6:

Attributes Respondents% Respondents

Yes 93% 94

No 7% 7

Interpretation:

From the above graph it is observed that 93% of customers are guided by Sai

Swarna Hyundai for use and maintenance of the vehicle and only 6% are not guided to

maintain car.
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6. Hyundai’s customer service experience

Table 5.6:

Experience Respondents% Respondents

Excellent 16% 16

Good 42% 43

Better 37% 37

Poor 5% 5

Interpretation:

From the above graph it is observed that 43% of respondents set that

showroom has good service customer experience, 16% customers set that Excellent, 37% are

Better and Poor experience is only 5%.
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7. Company’s response towards customer

Table 5.7:

Experience Respondents% Respondents

Excellent 14% 14

Good 45% 46

Better 37% 37

Poor 4% 4

Interpretation:

From the above graph it is observed that 45% company respondents toward

customer is Good with effective service, Excellent response is 14%, Better response is 37% &

Poor response is 4%.
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8. Receiving the product on delivery time

Table 5.8:

Attributes Respondents% Respondents

Yes 91% 92

No 9% 9

Interpretation:

From the above graph it is observed that 91% of customers received their car

on delivery time and 9% customers received their product.
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9. Satisfied with after sales service provided by Sai Swarna Hyundai

Table 5.9:

Attributes Respondents % Respondents

Satisfied 73% 74

Not Satisfied 27% 27

Interpretation:

From the above graph it is observed that 73% of respondents are satisfied

with after sales services & support but 27% of respondents are not satisfied with after sales

services.
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10. Test drive offered

Table 5.10:

Attributes Respondents% Respondents

Yes 93% 94

No 7% 7

Interpretation:

From the above graph it is observed that 93% of respondents are offered test

drive by showroom for customers opinion and 7% of respondents are not offered test drive.
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11. Satisfied with the spare parts provided by the showroom

Table 5.11:

Attributes Respondents% Respondents

Satisfied 69% 70

Moderate 29% 29

Not Satisfied 2% 2

Interpretation:

From the above graph it is observed that 69% of respondents are satisfied

with spare parts provided by showroom, 29% of respondents are moderately satisfied and 2%

respondents are not satisfied with the spare parts provided by showroom.
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12. Experience at the showroom

Table 5.12:

Attributes Respondents% Respondents

Satisfied 71% 72

Not Satisfied 29% 29

Interpretation:

From the above graph it is observed that 71% of respondents are satisfied

with company performance and 29% of respondents are not satisfied with company

performance.
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13. Willing to pay more for the services provided to you at Sai Swarna Hyundai

Table 5.13:

Attributes Respondents% Respondents

Yes 21% 22

No 79% 79

Interpretation:

From the above graph it is observed that 22% of respondents are willing to

pay more for the services provided to you at Sai Swarna Hyundai and 79% of respondents are

not willing to pay more for services as they require free service.
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14. Satisfaction level towards service charges at Sai Swarna Hyundai

Table 5.14:

Attributes Respondents% Respondents

Highly Satisfied 7% 7

Satisfied 38% 39

Moderately 38% 38

Not satisfied 17% 17

Interpretation:

From the above graph it is observed that 38% of respondents are satisfied

towards service charges, 7% of respondents are highly satisfied, 38% of respondents are

moderately satisfied and 17% of respondents are not satisfied towards service charges at Sai

Swarna Hyundai Showroom.
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15. Recommending Hyundai product to anybody

Table 5.15:

Attribute Respondents% Respondents

Yes 78% 79

No 22% 22

Interpretation:

From the above graph it is observed that 78% of respondents are

recommending Hyundai products to others at Sai Swarna Showroom for their effective

service and 22% of respondents are not recommending.



CHAPTER – 6

FINDINGS, SUGGESTIONS

&

CONCLUSION
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Findings:

 26% of respondents are owned i20 model Hyundai car.

 26% of respondents are expressed that performance in terms of low maintenance is

reason for choosing Hyundai car.

 45% of respondents opined as good towards staff responsiveness in terms of customer

requirement.

 It has been observed that only 9% of customers have reported a lack in the

delivery process.

 73% of customers are satisfied after sales services provided by Sai Swarna Hyundai.

 69% of respondents are satisfied with the quality of spare parts provided by Sai

Swarna Hyundai.

 22% respondents are willing to recommend Hyundai products to others.
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Suggestions:
 Some of the customers have complained about the after sale services provided by the

showroom. Even though the complaints are minor, the showroom authorised dealer

needs to resolve the customer after sale service issues in order to achieve customer

satisfaction.

 Some of the customers have complained about the slack in the delivery process and

timings. Therefore, this is the area which it is recommend to the showroom to

improve its delivery process and time.

 As there is a gap in attending the customer at service centre, it is recommended to

make the staff available to receive the customer quickly.
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Conclusion:

The study was undertaken to examine the customer perception and
satisfaction towards Sai Swarna Services and marketing performance based on the perception

of the respondents. It is concluded that consumers at Sai Swarna Hyundai, Vijayawada are

receiving prompt services which leads to customer satisfaction. Most of the customers had a

good experience of shopping at Sai Swarna Hyundai Showroom. The satisfaction levels can

also measure with the level of recommendations to friends and associates. It is evident that

most of the customers are satisfied with the service offered at Sai Swarna Hyundai.
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Questionnaire on a Study on Customer Satisfaction towards Hyundai Cars at

Sai Swarna Hyundai, Vijayawada

Name; Age:

Occupation: Gender:

Address:

1. Which model of Hyundai Car do you own?

a) Creta b) New Gen.Verna c) Tuscon

d) i10 e) i20 f) X cent

2. Which feature is best in Hyundai car?

a) Price b) Style c) Performance

d) Quality e) Millage

3. How do you feel when driving a Hyundai car?

a) Best b) Good c) Better

d) Poor

4. Are you satisfied with your vehicle millage?

a) Yes b) No

5. Whether you guided by Sai Swarna Hyundai for use and maintenance of car?

a) Yes b) No

6. What do you think about Hyundai’s Customer Services?

a) Excellent b) Good c) Better

d) Poor
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7. How do you feel about company response towards customers?

a) Excellent b) Good c) Better d) Po

8. Did you receive product on delivery time?

a) Yes b) No

9. Are you satisfied with after sale services provided by Sai Swarna Hyundai?

a) Satisfied b) Not Satisfied

10. Were you offer test drive?

a) Yes b) No

11. Are you satisfied with spare parts provided by the showroom?

a) Satisfied b) Moderate c) Dissatisfied

12. How do you feel experience at the showroom?

a) Satisfied b) Not Satisfied

13. Are you willing to pay more of the services provided to you at Sai Swarna Hyundai?

a) Yes b) No

14. Please rate satisfaction level towards service charges at Sai Swarna Hyundai?

a) Highly Satisfied b) Satisfied c) Moderately

d) Not Satisfied

15. Will you recommend Hyundai product to any one?

a) Yes b) No
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1.1 Introduction: 

Meaning and concept of financial analysis: 

 The term financial analysis is also known as analysis and interpretation of financial 

statements refer to process of determining financial strengths and weakness of the form by 

establishing strategic relationship between the items of the balance sheet, profit and loss 

account and operative data. The purpose of financial analysis is to diagnose the information 

obtained in the financial statement so as to judge profitability and financial soundness of the 

firm. Financial statements analysis is an attempt to determine the significance and meaning of 

the financial statement data so that the forecast may be made of the future earnings, ability to 

pay interest and debt securities and profitability of sound dividend policy. The term financial 

statement analysis includes both analysis and interpretation. 

The term analysis is used to mean the simplification of financial data by methodical 

classification of the data given in financial statements, interpretation means explaining the 

meaning and significance of the data so simplified. However, both analysis and interpretation 

are interlinked and complementary to each other. Analysis is useless without interpretation 

and interpretation without analysis is difficult or even impossible. 

 

The basis for financial analysis of any firm is financial information. A business form 

prepares its financial statements as they provide useful financial information and are helpful 

for the purpose of decision making. Financial information is needed to predict, compare and 

evaluate the forms learning ability. The profit or loss statement shows the operating profit of 

the concern and the balance sheet depicts the balance value of acquired Assets and liabilities 

at a particular point of time. 
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 Financial statement analysis' is a meaningful interpretation of 'financial statements' 

and' parties demanding financial information'. There are certain steps, which have to be taken 

into consideration for financial statement analysis: 

1.   Identification of uses purpose  

2. Identification of data source 

 3. Selecting the technique to be used for such analysis. 

Financial Ratio Analysis:    

Ratio analysis is a powerful tool of financial analysis. Ratio is defined as the indicated 

quotient of two mathematical expressions and relationship between two or more things. In 

financial analysis ratio is used as an index for evaluating the financial position and 

performance of the firm. The absolute counting figures reported in the financial statement do 

not provide a meaningful understanding of the performance and financial position of the firm. 

And accounting figure conveys meaning when it is related to some other relevant 

information. 

In financial analysis ratio is used as a benchmark of the firm. The absolute recording 

figures reported in the financial statement to provide a meaning full understanding of the 

performance and financial position of the form. Ratio help summarize large quantities of 

financial data and to make qualitative judgments about the form financial performances. 

 Ratio analysis is the systematic use of ratio to interpret the financial statement so that 

the strength and weakness of a firm as well as its historic performance and current financial 

position can be determined. The relationship of analysis lies in the fact that makes related 

information comparable with the figure by itself has no meaning but when expressed in terms 

of ratio analysis.  
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Definition: 

"The relationship between two accounting figures expression mathematically". 

Meaning of ratios: 

Ratio is one figure expressed in terms of another figure. It is a mathematical analysis 

that measures the relationship of two figures, which are related to each other and mutually 

interdependent. Ratio is expressed by dividing one figure by the other related figure. Ratio is 

an expression relating one number to another. It is simply the quotient of two numbers. It can 

be expressed as a fraction or as a decimal or as a few ratios or in absolute figures" so many 

times". Accounting ratio is an expression relating to figures for accounts or two sets of 

account heads or group contain in the financial statement. 
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1.2 NEED OF THE STUDY: 

          The ratio analysis is one of the most powerful tools of financial analysis. It is used as a 

device to analyze and interpret the financial health of enterprise. A financial analyst analyses 

the statements with various tools before commenting upon the financial muscle or weakness 

of an enterprise.  With the help of ratios, the financial statements are analyzed more clearly 

and better decisions will be taken.  
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1.3 Objectives of the study 

 To know the financial performance of the bank in last five years. 

 To know the profitability position of the Krishna District Cooperative Central Bank 

Ltd. 

 To measure the liquidity position of the bank.  

 To determine strengths and weakness of the Krishna District Cooperative Central 

Bank Ltd. 

 To make appropriate suggestions and measures for the effective performance of the 

Krishna District Cooperative Central Bank Ltd. 
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1.4 Scope of the study 

 The scope of the study is identified after and during the study is conducted the main 

purpose of this study was to put into practice the theoretical aspects of the study into 

real life work experience and also represents the standards of the Krishna District 

Cooperative Central Bank Ltd. 

 The study of ratio analysis for the study is based on last 5 years annual reports of 

Krishna District CooperativeCentral Bank Ltd. 

 The study covers only the financial analysis tools of ratio analysis. 
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1.5 Methodology 

       Methodology is a systematic procedure for collecting information in order to analyze 

and verify the phenomenon. For the study of all objectives the following methodology is 

adopted. 

 Primary data 

 Secondary data  

Secondary data: 

The project is based mainly on the secondary sources of the data. The secondary sources of 

the data are annual reports and website of Krishna District Cooperative Central Bank Ltd. 
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1.6 Limitations of the study 

Following limitations were encountered while preparing the project 

Limited data 

This project has completed with annual reports; it just constitutes one part of Data Collection 

that is secondary. There were limitations for primary data collection because of 

confidentiality. 

Limited period 

This project is based on 5 years annual reports. Conclusions and recommendations are based 

on such limited data. That end of last 5 years may or may not reflect the real financial 

position of the company. 

Limited area 

Also, it was difficult to collect the data regarding the computers and their financial 

information. It is also difficult to collect industry figures. 
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Industry profile: 

A bank is a financial institution that accepts deposits from the public and creates credit. 

Lending activities can be performed either directly or indirectly through capital markets. Due 

to their importance in the financial stability of a country, banks are highly regulated in many 

countries. Most nations have institutionalized in which a system known as fractional reserve 

banking under which banks hold liquid assets equal to only a portion of their current 

liabilities. In addition to other regulations intended to ensure liquidity, banks are generally 

subjected to minimum capital requirements based on an international set of capital standards, 

known as the Basel Accords. 

Banking in its modern sense evolved in the 14th century in the prosperous cities of 

Renaissance Italy but in many ways was a continuation of ideas and concepts of credit and 

lending that had their roots in the ancient world. In the history of banking, a number of 

banking dynasties – notably, the Medicis, the Fuggers, the Welsers, the Berenbergs, and the 

Rothschilds – have played a central role over many centuries. The oldest existing retail bank 

is Banca Monte dei Paschi di Siena, while the oldest existing merchant bank is Berenberg 

Bank. 

History: 

Among many other things, the Code of Hammurabi from 1754 BC recorded interest-bearing 

loans. 

The concept of banking may have begun in ancient Babylonia and Old sangvi, with 

merchants offering loans of grain as collateral within a barter system. Lenders in ancient 

Greece and during the Roman Empire added two important innovations: they accepted 

deposits and changed money. Archaeology from this period in ancient China and India also 

shows evidence of money lending. 

More modern banking can be traced to medieval and early Renaissance Italy, to the rich cities 

in the centre and north like Florence, Lucca, Siena, Venice and Genoa. The Bardi and Peruzzi 

families dominated banking in 14th-century Florence, establishing branches in many other 

parts of Europe. One of the most famous Italian banks was the Medici Bank, set up by 
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Giovanni di Bicci de' Medici in 1397. The earliest known state deposit bank, Banco di San 

Giorgio (Bank of St. George), was founded in 1407 at Genoa, Italy. 

Modern banking practices, including fractional reserve banking and the issue of banknotes, 

emerged in the 17th and 18th centuries. Merchants started to store their gold with the 

goldsmiths of London, who possessed private Vaults, and charged a fee for that service. In 

exchange for each deposit of precious metal, the goldsmiths issued receipts certifying the 

quantity and purity of the metal they held as a bailee; these receipts could not be assigned, 

only the original depositor could collect the stored goods. 

Gradually the goldsmiths began to lend the money out on behalf of the depositor, which led 

to the development of modern banking practices; promissory notes (which evolved into 

banknotes) were issued for money deposited as a loan to the goldsmith. The goldsmith paid 

interest on these deposits. Since the promissory notes were payable on demand, and the 

advances (loans) to the goldsmith's customers were repayable over a longer time period as 

this was an early form of fractional reserve banking. The promissory notes developed into an 

assignable instrument which could circulate as a safe and convenient form of money backed 

by the goldsmith's promise to pay, allowing goldsmiths to advance loans with little risk of 

default. Thus, the goldsmiths of London became the forerunners of banking by creating new 

money based on credit. 

The Bank of England was the first to begin the permanent issue of banknotes, in 1695.The 

Royal Bank of Scotland established the first overdraft facility in 1728. By the beginning of 

the 19th century, a bankers' clearing house was established in London to allow multiple banks 

to clear transactions. The Rothschilds pioneered international finance on a large scale, 

financing the purchase of the Suez Canal for the British government. 

Definition: 

The definition of a bank varies from country to country. 

Under English common law, a banker is defined as a person who carries on the business of 

banking by conducting current accounts for his customers, paying cheques drawn on him/her 

and also collecting cheques for his/her customers. 

In most common law jurisdictions there is a Bills of Exchange Act that codifies the law in 

relation to negotiable instruments, including cheques, and this Act contains a statutory 

definition of the term banker: banker includes a body of persons, whether incorporated or not, 
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who carry on the business of banking' (Section 2, Interpretation). Although this definition 

seems circular, it is actually functional, because it ensures that the legal basis for bank 

transactions such as cheques does not depend on how the bank is structured or regulated. 

The business of banking is in many English common law countries not defined by statute but 

by common law, the definition above. In other English common law jurisdictions, there are 

statutory definitions of the business of banking or banking business. When looking at these 

definitions it is important to keep in mind that they are defining the business of banking for 

the purposes of the legislation, and not necessarily in general. In particular, most of the 

definitions are from legislation that has the purpose of regulating and supervising banks 

rather than regulating the actual business of banking. However, in many cases the statutory 

definition closely mirrors the common law one. Examples of statutory definitions: 

 "banking business" means the business of receiving money on current or deposit 

account, paying and collecting cheques drawn by or paid in by customers, the making 

of advances to customers, and includes such other business as the Authority may 

prescribe for the purposes of this Act; (Banking Act (Singapore), Section 2, 

Interpretation). 

 "banking business" means the business of either or both of the following: 

1. Receiving from the general public money on current, deposit, savings or other similar 

account repayable on demand or within less than [3 months] ... or with a period of call or 

notice of less than that period; 

2. Paying or collecting cheques drawn by or paid in by customers. 

Since the advent of EFTPOS (Electronic Funds Transfer at Point of Sale), direct credit, direct 

debit and internet banking, the cheque has lost its primacy in most banking systems as a 

payment instrument. This has led legal theorists to suggest that the cheque-based definition 

should be broadened to include financial institutions that conduct current accounts for 

customers and enable customers to pay and to be paid by third parties, even if they do not pay 

and collect cheques. 

Banking: 

Banks act as payment agents by conducting checking or current accounts for customers, 

paying cheques drawn by customers in the bank, and collecting cheques deposited to 
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customers' current accounts. Banks also enable customer payments via other payment 

methods such as Automated Clearing House (ACH), Wire transfers or telegraphic transfer, 

EFTPOS, and automated teller machines (ATMs). 

     Banks borrow money by accepting funds deposited on current accounts, by accepting term 

deposits, and by issuing debt securities such as banknotes and bonds. Banks lend money by 

making advances to customers on current accounts, by making installment loans, and by 

investing in marketable debt securities and other forms of money lending. 

      Banks provide different payment services, and a bank account is considered indispensable 

by most businesses and individuals. Non-banks that provide payment services such as 

remittance companies are normally not considered as an adequate substitute for a bank 

account. 

Channels: 

      Banks offer many different channels to access their banking and other services: 

 Automated teller machine banking adjacent to or remote from the bank 

 Bank by mail: Most banks accept cheque deposits via mail and use mail to 

communicate to their customers 

 Online banking over the Internet to perform multiple types of transactions 

 Mobile banking is using one's mobile phone to conduct banking transactions 

 Telephone banking allows customers to conduct transactions over the telephone with 

an automated attendant, or when requested, with a telephone operator 

 Video banking performs banking transactions or professional banking consultations 

via a remote video and audio connection. Video banking can be performed via 

purpose built banking transaction machines (similar to an Automated teller machine) 

or via a video conference enabled bank branch clarification 

 Relationship manager, mostly for private banking or business banking, who visits 

customers at their homes or businesses 

 Direct Selling Agent, who works for the bank based on a contract, whose main job is 

to increase the customer base for the bank. 

Business models: 
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A bank can generate revenue in a variety of different ways including interest, transaction fees 

and financial advice. Traditionally, the most significant method is via charging interest on the 

capital it lends out to customers. The bank profits from the difference between the level of 

interest it pays for deposits and other sources of funds, and the level of interest it charges in 

its lending activities. 

This difference is referred to as the spread between the cost of funds and the loan interest 

rate. Historically, profitability from lending activities has been cyclical and dependent on the 

needs and strengths of loan customers and the stage of the economic cycle. Fees and financial 

advice constitute a more stable revenue stream and banks have therefore placed more 

emphasis on these revenue lines to smooth their financial performance. 

In the past 20 years, American banks have taken many measures to ensure that they remain 

profitable while responding to increasingly changing market conditions. 

First, this includes the Gramm–Leach–Bliley Act, which allows banks again to merge with 

investment and insurance houses. Merging banking, investment, and insurance functions 

allows traditional banks to respond to increasing consumer demands for "one-stop shopping" 

by enabling cross-selling of products (which, the banks hope, will also increase profitability). 

Second, they have expanded the use of risk-based pricing from business lending to consumer 

lending, which means charging higher interest rates to those customers that are considered to 

be a higher credit risk and thus increased chance of default on loans. This helps to offset the 

losses from bad loans, lowers the price of loans to those who have better credit histories, and 

offers credit products to high risk customers who would otherwise be denied credit. 

Third, they have sought to increase the methods of payment processing available to the 

general public and business clients. These products include debit cards, prepaid cards, smart 

cards, and credit cards. They make it easier for consumers to conveniently make transactions 

and smooth their consumption over time (in some countries with underdeveloped financial 

systems, it is still common to deal strictly in cash, including carrying suitcases filled with 

cash to purchase a home). 

However, with the convenience of easy credit, there is also increased risk that consumers will 

mismanage their financial resources and accumulate excessive debt. Banks make money from 

card products through interest charges and fees charged to cardholders, and transaction fees 

to retailers who accept the bank's credit and/or debit cards for payments. 
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This helps in making a profit and facilitates economic development as a whole. 

Recently, as banks have been faced with pressure from fintechs, new and additional business 

models have been suggested such as freemium, monetization of data, white-labeling of 

banking and payment applications, or cross-selling of complementary products. 

Retail: 

 Savings account 

 Recurring deposit account 

 Fixed deposit account 

 Money market account 

 Certificate of deposit (CD) 

 Individual retirement account (IRA) 

 Credit card 

 Debit card 

 Mortgage 

 Mutual fund 

 Personal loan 

 Time deposits 

 ATM card 

 Current accounts 

 Cheque books 

 Automated Teller Machine (ATM) 

Business (or commercial/investment) banking: 

 Business loan 

 Capital raising (equity / debt / hybrids) 

 Revolving credit 

 Risk management (foreign exchange (FX)), interest rates, commodities, derivatives 

 Term loan 

 Cash management services (lock box, remote deposit capture, merchant processing) 

 Credit services 

Capital and risk: 
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Banks face a number of risks in order to conduct their business, and how well these risks are 

managed and understood is a key driver behind profitability, and how much capital a bank is 

required to hold. Bank capital consists principally of equity, retained earnings and 

subordinated debt. 

Some of the main risks faced by banks include: 

Credit risk: risk of loss arising from a borrower who does not make payments as promised. 

Liquidity risk: risk that a given security or asset cannot be traded quickly enough in the 

market to prevent a loss (or make the required profit). 

Market risk: risk that the value of a portfolio, either an investment portfolio or a trading 

portfolio, will decrease due to the change in value of the market risk factors. 

Operational risk: risk arising from execution of a company's business functions. 

Reputational risk: a type of risk related to the trustworthiness of business. 

Macroeconomic risk: risks related to the aggregate economy the bank is operating in. 

The capital requirement is a bank regulation, which sets a framework within which a bank or 

depository institution must manage its balance sheet. The categorization of assets and capital 

is highly standardized so that it can be risk weighted. 

Types of banking:  

Banks' activities can be divided into: 

 retail banking, dealing directly with individuals and small businesses; 

 business banking, providing services to mid-market business; 

 corporate banking, directed at large business entities; 

 private banking, providing wealth management services to high-net-worth individuals 

and families; 

 Investment banking, relating to activities on the financial markets. 

 Most banks are profit-making, private enterprises. However, some are owned by 

government, or are non-profit organizations. 

Various banks are as follows: 

Commercial banks: The term used for a normal bank to distinguish it from an investment 

bank. After the Great Depression, the U.S. Congress required that banks only engage in 
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banking activities, whereas investment banks were limited to capital market activities. Since 

the two no longer have to be under separate ownership, some use the term "commercial bank" 

to refer to a bank or a division of a bank that mostly deals with deposits and loans from 

corporations or large businesses. 

Community banks: Locally operated financial institutions that empower employees to make 

local decisions to serve their customers and the partners. 

Community development banks: Regulated banks that provide financial services and credit 

to under-served markets or populations. 

Land development banks: The special banks providing long-term loans are called land 

development banks (LDB). The history of LDB is quite old. The first LDB was started at 

Jhang in Punjab in 1920. The main objective of the LDBs is to promote the development of 

land, agriculture and increase the agricultural production. The LDBs provide long-term 

finance to members directly through their branches. 

Credit unions or co-operative banks: Not-for-profit cooperatives owned by the depositors 

and often offering rates more favorable than for-profit banks. Typically, membership is 

restricted to employees of a particular company, residents of a defined area, members of a 

certain union or religious organizations, and their immediate families. 

Postal savings banks:  Savings banks associated with national postal systems. 

Private Banks: Banks that manage the assets of high-net-worth individuals. Historically a 

minimum of US$1 million was required to open an account, however, over the last years 

many private banks have lowered their entry hurdles to US$350,000 for private investors. 

Offshore banks: Banks located in jurisdictions with low taxation and regulation. Many 

offshore banks are essentially private banks. 

Savings bank: In Europe, savings banks took their roots in the 19th or sometimes even in the 

18th century. Their original objective was to provide easily accessible savings products to all 

strata of the population. In some countries, savings banks were created on public initiative; in 

others, socially committed individuals created foundations to put in place the necessary 

infrastructure. Nowadays, European savings banks have kept their focus on retail banking: 

Payments, savings products, credits and insurances for individuals or small and medium-

sized enterprises. Apart from this retail focus, they also differ from commercial banks by 
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their broadly decentralized distribution network, providing local and regional outreach – and 

by their socially responsible approach to business and society. 

Building societies and Landes banks: Institutions that conduct retail banking. 

Ethical banks: Banks that prioritize the transparency of all operations and make only what 

they consider to be socially responsible investments. 

A direct or internet-only bank is a banking operation without any physical bank branches. 

Transactions are usually accomplished using ATMs and electronic transfers and direct 

deposits through an online interface. 

History of Banking in India in Brief (Before & After Independence): 

Today, our banking system is mainly divided into commercial banks (Both Public and Private 

Banks), Regional Rural Banks, Cooperative Banks etc. The important phase in the history of 

Indian banking was nationalization of banks that makes way for the Indian Economy to enter 

in the top 10 economies of the world.  

Phases of Indian Banking System: 

The advancement in the Indian banking system is classified into 3 distinct phases: 

1. The Pre-Independence Phase i.e. before 1947 

2. Second Phase from 1947 to 1991 

3. Third Phase 1991 and beyond 

1. The Pre-Independence Phase i.e. before 1947: 

This phase is characterized by the presence of a large number of banks (more than 600). 

Banking system commenced in India with the foundation of Bank of Hindustan in Calcutta 

(now Kolkata) in 1770 which ceased to operate in 1832. 

After that many banks came but were not successful like: 

(1) General Bank of India (1786-1791) 

(2) Oudh Commercial Bank (1881-1958) – the first commercial bank of India.  

Whereas some are successful and continue to lead even now like: 
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(1) Allahabad Bank (est. 1865) 

(2) Punjab National Bank (est. 1894, with HQ in Lahore (that time)) 

(3) Bank of India (est. 1906) 

(4) Bank of Baroda (est. 1908) 

(5) Central Bank of India (est. 1911) 

While some others like Bank of Bengal (est. 1806), Bank of Bombay (est. 1840), Bank of 

Madras (est. 1843) merged into a single entity in 1921 which came to be known as Imperial 

Bank of India. 

Imperial Bank of India was later renamed in 1955 as the State Bank of India. 

In April 1935, Reserve Bank of India was formed based on the recommendation of Hilton 

Young Commission (set up in 1926). 

In this time period, most of the bank were small in size and suffered from a high rate of 

failures. As a result, public confidence is low in these banks and deposit mobilization was 

also very slow. People continued to rely on the unorganized sector (moneylenders and 

indigenous bankers). 

2. The second phase from 1947 to 1991: 

Broadly the main characteristic feature of this phase is the Nationalization of the bank.  

With the view of economic planning, nationalization emerged as an effective measure.  

Need for nationalization in India: 

(a) The banks mostly catered to the needs of large industries, big business houses. 

(b) Sectors such as agriculture, small-scale industries and exports were lagging behind. 

(c) The poor masses continued to be exploited by the moneylenders. 

        Following this, in the year 1949, 1st January the Reserve Bank of India was 

nationalized. 

        Fourteen commercial banks were nationalized on 19th July 1969. Smt. Indira Gandhi 

was the Prime Minister of India, during in 1969. The following banks are nationalized: 
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        Central Bank of India, Bank of India, Punjab National Bank, Bank of Baroda, United 

Commercial Bank, Canara Bank, Dena Bank, United Bank, Syndicate Bank, Allahabad Bank, 

Indian Bank, Union Bank of India, Bank of Maharashtra, Indian Overseas Bank 

       Six more commercial banks were nationalized in April 1980. These are mentioned 

below: 

 

1. Andhra Bank               

2. Corporation Bank                      

3. New Bank of India 

4. Oriental Bank of Commerce                             

5. Punjab & Sindh Bank                 

6. Vijaya Bank 

        Meanwhile, on the recommendation of the Narasimham committee, Regional Rural 

Banks (RRBs) were formed on Oct 2, 1975. The objective behind the formation of RRBs was 

to serve the large unserved population of rural areas and promoting financial inclusion. 

        With a view to meet the specific requirement from the different sector (i.e. agriculture, 

housing, foreign trade, industry) some apex level banking institutions were also set up like: 

(a) NABARD (est. 1982) 

(b) EXIM (est. 1982) 

(c) NHB (est. 1988) 

(d) SIDBI (est. 1990) 

Impact of Nationalization: 

Improved efficiency in the Banking system – since the public‘s confidence got boosted. Such 

as Agriculture, small and medium industries started getting funds which lead to economic 

growth increased penetration of Bank branches in rural areas. 

3. Third phase 1991 and beyond: 
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 This period saw remarkable growth in the process of development of banks with the 

liberalization of economic policies.  

 Even after nationalization and the subsequent regulations that followed, a large 

portion of masses is untouched by the banking services. 

 Considering this, in 1991, the Narasimham committee gave its recommendation i.e. to 

allow the entry of private sector players into the banking system. 

 Following this, RBI gave license to 10 private entities, out of which few survived the 

market demands, which are- ICICI, HDFC, Axis Bank, IndusInd Bank, DCB. 

 In 1998, the Narsimham committee again recommended the entry of more private 

players. As a result, RBI gave a license to the following newbies: 

 (a) Kotak Mahindra Bank (2001) 

 (b)Yes Bank (2004) 

 In 2013-14, the third round of bank licensing took place and in 2015, IDFC bank and 

Bandhan Bank emerged. 

 In order to further financial inclusion, RBI also proposed to set up 2 new kinds of 

banks i.e. Payment Banks and Small Banks. 

 In 2015, RBI gave in-principle license to 11 entities to launch Payments Bank and 

granted 'in-principle' approval to the 10 applicants to set up Small Finance Banks.  

Note: 

The RBI issued a license to the bank under Section 22(1) of the Banking Regulation Act, 

1949, to carry on the business of Small finance bank (SFB) and Payments Bank in India. 

Indian Banking industry: 

As per the Reserve Bank of India (RBI), India’s banking sector is sufficiently capitalized and 

well-regulated. The financial and economic conditions in the country are far superior to any 

other country in the world. Credit, market and liquidity risk studies suggest that Indian banks 

are generally resilient and have withstood the global downturn well. 

Indian banking industry has recently witnessed the roll out of innovative banking models like 

payments and small finance banks. RBI’s new measures may go a long way in helping the 

restructuring of the domestic banking industry. 
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The digital payments system in India has evolved the most among 25 countries with India’s 

Immediate Payment Service (IMPS) being the only system at level 5 in the Faster Payments 

Innovation Index (FPII). 

Market Size: 

The Indian banking system consists of 27 public sector banks, 21 private sector banks, 49 

foreign banks, 56 regional rural banks, 1,562 urban cooperative banks and 94,384 rural 

cooperative banks, in addition to cooperative credit institutions (FY17 data).  In FY07-18, 

total lending increased at a CAGR of 10.94 per cent and total deposits increased at a CAGR 

of 11.66 per cent. India’s retail credit market is the fourth largest one in the emerging 

countries. It was increased to US$ 281 billion on December 2017 from US$ 181 billion on 

December 2014. 

Investments/developments: 

 Key investments and developments in India’s banking industry include: 

 As of September 2018, the Government of India launched India Post Payments Bank 

(IPPB) and has opened branches across 650 districts to achieve the objective of 

financial inclusion. 

 The total value of mergers and acquisitions during 2017 in NBFC diversified financial 

services and banking was US$ 2,564 billion, US$ 103 million and US$ 79 million 

respectively. 

 The biggest merger deal of FY17 was in the microfinance segment of IndusInd Bank 

Limited and Bharat Financial Inclusion Limited of US$ 2.4 billion. 

 In May 2018, total equity funding's of microfinance sector grew at the rate of 39.88 to 

Rs 96.31 billion (Rs 4.49 billion) in 2017-18 from Rs 68.85 billion (US$ 1.03 billion). 

Government Initiatives: 

 As of September 2018, the Government of India has made the Pradhan Mantri Jan 

Dhan Yojana (PMJDY) scheme an open ended scheme and has also added more 

incentives. 

 The Government of India is planning to inject Rs 42,000 crore (US$ 5.99 billion) in 

the public sector banks by March 2019 and will infuse the next tranche of 

recapitalization by mid-December 2018. 
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Achievements: 

Following are the achievements of the government in the year 2017-18: 

 To improve infrastructure in villages, 204,000 Point of Sale (PoS) terminals have 

been sanctioned from the Financial Inclusion Fund by National Bank for Agriculture 

& Rural Development (NABARD). 

 Between December 2016 and March 2017, a major drive was undertaken to boost use 

of debit cards, resulting in an increase in the number of Point of Sale (PoS) terminals 

by an additional 1.25 million by 2017 end from 1.52 million as on November 30, 

2016. 

 The number of total bank accounts opened under Pradhan Mantri Jan Dhan Yojana 

(PMJDY) reached 333.8 million as on November 28, 2018. 

Road Ahead: 

Enhanced spending on infrastructure, speedy implementation of projects and continuation of 

reforms are expected to provide further impetus to growth. All these factors suggest that 

India’s banking sector is also poised for robust growth as the rapidly growing business would 

turn to banks for their credit needs. 

Also, the advancements in technology have brought the mobile and internet banking services 

to the fore. The banking sector is laying greater emphasis on providing improved services to 

their clients and also upgrading their technology infrastructure, in order to enhance the 

customer’s overall experience as well as give banks a competitive edge. 

India’s digital lending stood at US$ 75 billion in FY18 and is estimated to reach US$ 1 

trillion by FY2023 driven by the five-fold increase in the digital disbursements. 
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Company Profile 
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Krishna District Cooperative Central Cooperative Bank Ltd: 

History: 

Krishna Cooperative Central (KCC) Bank Ltd.., was formed in the year 1915 by Sri Dr. 

BhogarajuPattabhiSeetharamaiah at Machilipatnam and Vijayawada Cooperative Central 

(VCC) Bank was formed by Sri AyyadevaraKaleswara Rao in the year 1918 at Vijayawada. 

Consequent to introduction of Single Window Credit Delivery System by the Govt. of A.P in 

the year 1987, the erstwhile KCC Bank, VCC Bank & 14 erstwhile PADBs were merged and 

on the principle of one Bank for one revenue 

district, the Krishna District Co-operative Central 

Bank Ltd., (Krishna DCCB) started functioning with 

Machilipatnam as Head Quarters and regional 

office at Vijayawada. 

The Krishna District Co-operative Central Bank Ltd., 

with its Head Office at Machilipatnam, an affiliated District Co-operative Central Bank of the 

Andhra Pradesh State Co-operative Bank Ltd., Hyderabad in the State of Andhra Pradesh, is 

one of the pioneering institutions in the State, catering to the Agricultural Credit in Krishna 

District which is considered to be the Rice Bowl in the State of Andhra Pradesh.The Krishna 

District Co-operative Central Bank Ltd., (Krishna DCCB) started functioning with 

Machilipatnam as Head Quarters and regional office at Vijayawada.  
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Our Mission: 

Our Mission is to be a strong, sound, vibrant and leading organization of the Cooperative 

Credit Structure. To function as a friend, philosopher and guide to the affiliated societies for 

promoting sustainable rural prosperity through effective banking. 

 

 

Financials: 

Krishna DCCB is the biggest DCCB in the State of A.P. not only in terms of no. of Branches 

(58 Brs.), no. of PACS (425 PACS after restructuring), but also in terms of deposits Rs. 

1937.25 Crores ( as on 31.03.2019), advances of Rs. 3201.20 Crores (as on 31.03.2019) and 

business levels of Rs.  4555.98 Crores. 

Savings Account: 

This facility is available to customers to deposit and withdraw money as per their 

convenience. The facility is extended with or without cheque book as per the needs of the 

customer. Prompt and courteous service awaits our customers at our Branches… 

Person in Charge:Sri A.Md. Imtiaz, IAS 

Awards: 

 Best Bank in all Portfolios Awarded by NABARD on the Eve of 38th NABARD 

foundation day. 

 First place winner in Overall Best Performance by NAFSCOB. 

 Awarded 6 times NABARD’s “Best Performance Award” Winner BankCEO Award. 

 Secured Third place in Overall Best Performance by NAFSCOB 2015-16. 

 Best performance award by NABARD for SHG-Bank Linkage in AP. 

 CEO for the Best Performance in financing to SHGs during 2017-18. 
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 District Collector felicitating the CEO for over all best performance in district for 

financing under welfare schemes. 

Objectives: 

 Auto Finance agricultural credits as short term, medium term and long term and other 

types of loans to the members and member. 

 To raise funds by way of donations, grants, deposits, loans, cash credit, overdrafts and 

advances from individuals or any financing agency related to RBI or government / 

central government. 

 To receive any grants, deposits, neither loans nor any other financial support from the 

state Government / Government of India. 

 To open branches as per the guidelines of the NABARD/ RBI and also regional 

offices, extinction counters and ATMs whenever necessary. 

 To guarantee the loans and advances to be made to the members by any other agency. 

 To advise, develop, assist, co-ordinate, supervise and inspect the functioning of the 

affiliated societies. 

Membership eligibility: 

 All thePACSs another cooperative society within the area of operation of the bank 

shall be eligible for membership of the bank. 

 It shall also be open to the state government to take shares in the bank directly. 

Provided that the share capital so received from the government shall not at any time 

be more than 25% of total paid up share capital of the bank. 

 Individuals, informal group such as self-help groups, raitumitra groups, and joint 

liability groups, Nongovernmental organizations working for the welfare of farmers 

and registered society can also become the associate member of the bank without 

voting rights. 

Admission of members: 

 Every application has admission as member to the bank shall be made in the 

prescribed form along with such information as prescribed by the bank and shall be 

address to the CEO. 
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 The CEO shall cause to maintain separate registers for members and Associate 

members. 

 Admission of members and allotment of shares to them shall be done. The member 

will be entitled for the service from the bank, subject to availability. 

 The bank shall, while admitting the members follow the know your customer norms 

stipulated by RBI from time to time. 

 

 

 

 

 

ADMINISTRATIVE FLOW: 

Board of management 

 

Chief executive officer 

 

General Manager 

 

Assistant general manager 

 

Managers 

 

Assistant manager 

 

Staff assistant 

 

Office attendants’ 

Share capital: 

 The authorized share capital of the bank shall be rupees hundred crores made up of 20 

lakhs ' A ' class shares of Rs. 500/- each. 
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 The value of 'B' class share is Rs.100/-each. Each depositor holding a savings or fixed 

term deposits shall have a minimum of one 'B' class share be given a status of 

associate member. 

Share Certificate: 

 The share certificate bearing distinct serial numbers duly signed by the  subscriber of 

the bank along with one director of the bank and with the seal of the bank shall be 

issued to every member of the share taken after the full value of such have been. 

 If a share certificate is either lost or destroyed or duplicate certificate may be issued 

after obtaining and indemnity bond, in this behalf full stop if any certificate is worn 

out or damaged, the CEO mainly cancel it and issue duplicate certificate in lieu there 

of on surrendering the certificates so worn out or damage. For every duplicate 

certificate so bye law, a fee of Rs.50/- shall be collected after recording such 

insurance in the share register. 

Transfer and withdrawal of share: 

 A member has held such share for not less than one complete financial year and the 

transfer is made only to a member of the bank. 

 The withdrawal of share held by the state government shall, however, be on such 

terms and conditions as may be laid down by the RBI / NABARD from  time to time 

which shall be binding on the bank. 

 The bank reserves the right to set-off the values of shares towards any undercharged 

obligation for payment due against the bank. 

Funds: 

 Share capital. 

 Deposits from individuals, Institutions, associations, bodies, members and Associate 

members and others per RBI regulations. 

 Borrowings. 

 Income from banking and allied activities and miscellaneous receipts. 

 Reserves and reserve funds. 

Borrowings: 
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 The bank may, from time to time borrow money for the use of the bank from the 

Apex Bank or any other commercial bank/ Financial Institutions regulated by the RBI 

and level refinance from NABARD or any other refinancing agency directly or 

through any RBI regulated financial institution of its choice with the approval of the  

on such terms and conditions as mutually agreed to between the bank and the lender, 

the documents agreements, instruments etc., in this behalf shall be signed by the CEO 

and other officers as authorized by the  bank. 

Investments: 

The bank may invest or deposit its funds in any Financial Institutions regulated by RBI of its 

choice with minimum net worth and other criteria prescribed by NABARD from time to time 

and not necessarily with Federal society to which it is affiliated. For this purpose, the bank 

shall formulate and periodically update an investment policy in accordance with instructions 

prescribed by RBI. It shall not invest in any institution or in any instrument that are not 

regulated by RBI. 

Products: 

1. Deposits: 

i. Savings Bank: 

This facility is available to customers to deposit and withdraw money as per their 

convenience. The facility is extended with or without cheque book as per the needs of the 

customer. Prompt and courteous service awaits our customers at our Branches. 

ii. Current Account: 

Current Account with cheque book facility is offered by the Bank to its corporate and 

business clients. Clean and secured overdraft facility is also provided on the Current Account. 

iii. Fixed Deposits: 

The Bank offers attractive rates on Fixed Deposits for various maturity periods. Facility for 

drawing interest on a monthly or quarterly basis is provided. 

iv. Special Deposits: 



 

32 
 

This facility is available to customers to deposit and withdraw money as per their 

convenience. The facility is extended with or without cheque book as per the needs of the 

customer. Prompt and courteous service awaits our customers at our Branches. 

 

 

 

 

 

The interest rates for the various deposit schemes are given below: 

Rate of Interest (per annum) on Deposits from 01.01.2017 

Sl.No. particulars Rate of interest 

1 Saving Deposits 4.00% 

2 Current Accounts(Individuals) – 

 

FIXED DEPOSITS 

 
1 15 days to up to 45 days 6.25% 

2 46 days to up to 180 days 6.75% 

3 181 days to up to 364 days 7.25% 

4 Above 1 Year 7.50% 

 

For senior citizens 0.75% extra 

 

Primary Agrl. Coop. Credit Socs. 0.75% extra 

 

Maximum borrowing limit: 
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The maximum borrowing limit of the bank shall be 25 times of the aggregate paid up capital 

and reserve fund. However, the bank shall add her to the capital adequacy norm prescribed by 

RBI from time to time. 

Code of Governance: 

The ultimate authority in all matters relating to the administration of the bank vest in the 

General Body. It shall not, however, interface with the powers of the vote, the president and 

in respect of matters delegated to them through the act, rules, bye laws are matters falling 

under the purview of RBI / NABARD / government. 

The General Body member elects’ directors and of the directors elects the president. 

Therefore, the president is responsible to go to the General Body of the DCCB. The intern 

appoints the CEO of in accordance with the fit and proper criteria. 

Powers to amend bye laws: 

And amendment to bye laws of the bank, for which period notice has been given to members 

indicating a reasonable idea of the nature of the amendment proposed shall be considered by 

its General Body at its meeting carried by 2/3rd of the members present and voting. Such 

amendment shall be sent to the register for registration within 30 days from the date of 

meeting and it shall come into force on the day on which it is registered. 

Composition: 

The general body shall consist of all members and Associate members having voting rights in 

accordance with the provisions of fact. However, the government nominee on the board shell 

form part of general body but well will not have voting rights. 

Meeting and quorum: 

The frequency of meetings and quorum there off shall be as per the provisions of the 

act and the rules. 

The ultimate authority in all matters relating to the administration of the Bank rests in 

the the general Body. It's not, however, interfere with the powers of the president and this is 

in respect of matters delegated to them through the act, rules, bye laws matter falling under 

the purview of RBI/NABARD government. 
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The General Body members select the directors and the director’s elects the president 

therefore the president is responsible to the General Body of the DCCB. The in turn appoints 

the CEO in accordance with the fit and proper criteria fixed by RBI. Therefore it is 

responsible to define the role and responsibilities of the CEO and should also draw 

boundaries under the sea should exercise is judiciary and other powers so that the objectives 

and goals of the organization are achieved. 

A. General Body: 

1. Subject to the other provisions of the act, the General Body, in the manner prescribed 

commercial deal with the following matters. 

 Election of the member. 

 Considerations of audit report other statutory reports and the annual report. 

 Disposal of net profits to funds required for improving the net worth / owned funds. 

 Amendments to bye laws. 

  Affiliate or disaffiliate with a federal Society of the choice. 

 Election of delegates to the federal society or other societies. 

 Decision on bad debts considered irrevocable. 

 Review of attendance of committee members. 

 Review of all overdue and defaulters. 

Conduct of Meetings: 

 General Meeting is called at any time by the notice of 15 clear working days 

specifying the date, time and place of the meeting and also agenda and notice. All the 

notices for General Meeting shall be sent to all the members under certificate of 

posting and or by publishing into two daily news papers. The notice of meeting shall 

be deemed sufficient proper if sent to the address given by the members, it being their 

duty to keep the bank informed of any change in their addresses. 

 General Meeting called on receipt of requisition in writing shall be as per the 

provisions of the act and the rules. 

 In case of amendments to bye laws the notice shall give the members reasonable idea 

of the nature of the amendments proposed. 

Record of procedure: 
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The proceedings of the General Meeting shall be recorded in the Minutes book maintained 

with the CU and signed by the president of the meeting concerned at the laws of the 

proceedings. The resolution so fast by the General Body shall be displayed on the notice of 

the head office and shall be available for inspection and verification by the members. 

B. Board of Directors: 

Management: 

 The management of the bank shall vest in consisting of such number of members and 

with such composition of members as prescribed in the act and the rules. 

 There shall be only one government nominee on the Managing committee of the bank 

as longest the equity of government continuously provided that the existing nominees 

as on the date of amendment to the [Act No 16 to 2007] Managing committee, shall 

continue till the expiry of their current term however they shall not have any voting 

rights in any election or in the motion of no confidence. 

Term of Office: 

 The term of the office of the committee shall be 5 years from the date of election of 

the members of the committee. On the members and President other than those 

nominated by the government shall be elected at one and the same time, as provided 

in the act and rules for the specific period of 5 years. 

 Any term vacancy shall be filled up by the cooperation from the delegates of the 

respective groups for the unexpected portion of the original period, the proceeding 

shall not be invalidated on account of any vacancy and vacancies remain unfilled. 

 The resignation letter submitted by the president / any member or members shall be 

processed random decisions as per the provision of rule 23-AAA of APCS Rules, any 

nominated member may, at any time, resign from his office by sending a letter of 

resignation to the register under copy to the CEO of the bank, but such resignation 

effect from the date it is accepted by the register. 

 The registrar shall ensure that the regularity description of the RBI including their 

winding up or suspension of the managing committee are implemented and the 

liquidator / special officers, as in the case may be, is appointed within one month of 

being so advised by RBI. 
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 Suspension of the bank by RCS under any other provision of the APCS act 1964 shall 

be done only in consultation with RBI. 

 The registrar shall conduct election to the bank before the expiry of the term of the 

existing managing committee and in case of supervision of managing committee; the 

registrar shall conduct election invariably within 6 months from the date of 

supervision. 

Meeting and Quorum: 

 It shall be the duty of the President of the Bank to call the meetings of the board so 

that at least one meeting is held in every three months with the business of the bank. 

However, extraordinary / emergency meeting may be convened by the president 

giving such notice as convenient. The president shall call for a meeting of the board 

within 15 days after receipt of requisition in writing signed by at least 12 members 

and shall register for Apex Bank (Financing Bank) for such a meeting. 

 The president or in his absence vice-president shall provide over all meetings in the 

absence of the president and the vice-president, chairman shall be elected from among 

those present. 

Disqualification: 

The disqualification for membership shall be as prescribed in the Act / by law yes amended 

from time to time. 

Removal: 

 Director or directors who do not fulfill the fit and proper criteria stipulated by RBI / 

NABARD shall be removed by its own or at the request of the RBI/ NABARD the 

bank shall remove such director. 

  Member representing a Cooperative credit society on the managing committee of 

bank shall be disqualified by the registrar in the event of such society committing a 

default for a period of exceeding 1 year. 

 A member representing a society other than PACS on the managing committee of 

bank shall be disqualified by the registrar in the event of such society committing 

default for a period exceeding 90 days on the initiation of such default by the CEO of 

the bank. 
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Cessation of the membership of the committee and reinstatement: 

Where the member of the committee absents himself from 3 consecutive meetings of the 

committee, he shall cease to be a member of the committee. He may have a work, be 

reinstated by the committee in the manner described that is the fact shall be intimated to the 

member concern and it shall be reported by the CEO at the next meeting with the reply 

received from the member. 

Powers and functions: 

The word is expected to concentrate on broader issues of policy direction, laying down plans, 

major strategic and business decisions. This shall be subjected to the provisions of the act, 

rules, bye laws and resolutions of the general body exercise the following powers and 

functions and members shall be collectively accountable for their decisions. 

 Admission of members. 

 Allotment of shares to members and transfer of shares. 

 Disqualified under Section 21 of the act. 

 Raise funds, advance loans and investments as prescribed in bye law numbers 10, 11 

and 12. 

 Conduct general meetings as prescribed in the Act. 

 Conduct the audit of the accounts of the bank by the chartered accountant selected 

from the panel approved by the RBI / NABARD within time prescribed and place the 

report before the General Body.  

 Decide matters connected with the day-to-day management of the bank.  

 Suspension of any officer or servant of the bank under section 59 as the service 

regulation approved.  

 Prepare the list of defaulters and published the same as prescribed and placed before 

the General Body.  

 Review all outstanding loans and ensure coverage of legal on all overdue loans and 

advances.  

 Place annual report annual financial statements annual plan and budget before the 

General Body.  

 Prepare and place before the General Body information for reports and statements as 

proposals relating to: 

o Disposal of properties.  
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o Defects in cash and stocks.  

o Write off bad debts.  

o Removal of membership. 

o  Expulsion of member who has acted adversely to the ban and etc. 

They shall have autonomy to the interest of the matter subjects to the guidelines of RBI / 

NABARD in the following cases.  

 Interest rates on deposits and loans. 

 Borrowings and Investments.  

 Loan policies and individual loan decisions.  

 To appoint committee as per the direction of the RBI / NABARD.  

 

 

Notice of Meetings: 

The notice should be sent to the members at least 15 clear days before the meeting 7 days in 

case of meeting. All the notice for meetings shall be sent by one of the following modes 

namely: 

1. For meeting 

 By local delivery. 

 By registered with acknowledgement due. 

 By courier. 

2.  For general meeting 

 Under certificates posting. 

 By publication in two daily newspapers. 

The notice meeting shall be deemed sufficient and proper if sent to address given by the 

members it being their daily duty to keep the bank informed of any change in there address, 

any subject of urgent and important nature not include in the agenda except the bye law 

service matter and write off assets main with the permission of the chairman of the subject so 

brought up shall be deemed to be subject for discussion at the next meeting. 
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Committees: 

The compositions of the committees will be as per guidelines of RBI / NABARD and it main 

consist of directors’ bank officials or both. These, committed may meet as frequently as 

required and as per RBI. These committees will examine the issues in detail and make a 

specific for consideration of the issues. 

1. Human Resource Development Committee: 

It lays down the norms and guidelines for recruitment promotion placement and transfer of 

persons working in the bank by RBI. It will also hears appeals made and take such decisions 

as appropriate for communication through bank. 

2. Audit Committee: 

The audit committee shall review and ensures observations in internal audit report of 

financing bank and NABARD and such other issue which are required to be placed this 

instruction for resolution of the bank.  

3. Risk management committee: 

The competitive exam in the credit risk, market risk and operational risk as per the directives 

of the RBI from time to time and should review the risk attendant on any new products 

related to the bank.  

4. Asset liability management committee: 

Asset liability mismatch should be reviewed on and going basis and the mismatches should 

be rectified and is informed periodically.  

5. Technology management committee: 

This committee is responsible for overseeing the computerization of PACS and DCCBs; 

selection of hardware and software; tendering process; seamless integration of manual 

accounting practices with the computerized systems and the MIS. 

6.Investment committee: 

Investment committee scheduled on the norms and guidelines of investment policy for the 

bank with the directors of RBI / NABARD and shall review and ensure compliance of the 

same.   
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7. Loan policy committee: 

It lays down the norms and guidelines for issue of loans and advances within the directors of 

RBI, NABARD and also bye-law and act and rules specifically mentioning the following: 

 Norms for eligibility of the members to avail of various loans and advances including 

terms and conditions, as per the term prescribed by NABARD and flash are higher 

financing agency.  

 The rates of interest on various loans and advances.  

 The period of repayment of loans and advances to members subjected to such 

guidelines issued by the NABARD and higher financing agency from time to time.  

 Any extinction of term repayment of Crop loans for term loans in the event of 

occurrence of natural calamity and shall be made according to the procedure 

described by NABARD / hire financing agency.  

 Wish you a bank guarantees to members as per the terms prescribed by NABARD and 

/ higher financing agency.  

 

Responsibilities of the directors: 

 The directors should attend the meetings regularly and effectively perform their 

functions with the spirit of cooperation. 

   Approve the business development plan of the bank annually.   

 Monitor the performance of the bank at quarterly intervals of such irregularity as 

warranted. 

  Analyze the economic trends, annual budget of both the state and Central 

governments in order to guide the business development of the bank.  

 Observance of cash reserves and started in liquidity ratio. 

   Efficient management of funds and improving profitability. 

  He should frame up investment policies and credit policies and ensure their 

compliance.  

Other responsibilities of Directors: 

i. Disclosure of interest by director, every director of a Cooperative who is anyway 

come whether directly or indirectly, concerned or interested in a construct 

arrangement, or proposed contract are agreement entered into or to be entered into, by 
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or on behalf of the Cooperative commercial disclose the nature of his concern or 

interest at a meeting of the  of directors.  

ii. Interested director not to be present in board’s proceedings; no director of a 

Cooperative arrangement entered into, or to be entered into by or on behalf of the 

Cooperative, if he/she is anyway, whether directly or indirectly, concerned or 

interested in the contract arrangement. 

Role and responsibilities of President: 

i. The president shall preside over the General Body Meetings. 

ii. The president shall exercise the powers of him by reporting in the prescribed format, 

in such intervals as stipulated summary to exercise power.  

iii. The president shall sign any report which relates to the functioning of your 

performance assessment of the CEO. 

iv. In case of emergency, the president at the recommendation of the CEO of the bank 

takes resolution by circulation.  

Role and responsibilities of CEO: 

 The Chief Executive Officer (CEO) is responsible for the day today management of 

the bank.  

 He should keep the informed fully about the critical areas of business development 

and risk management issues.  

 He is responsible for proper and the timely execution of the policies formulated and 

resolution adopted.  

 He shall be responsible for implementing the instructions received from the regulators 

and supervisors via, state and Central Government, Reserve Bank of India and 

NABARD, Apex bank and financing agency, where applicable.  

 He shall be responsible for the preparation of office staff manual where all the duties 

and responsibilities of all the employees and officials should be spells out keeping in 

view the guidelines by its constituent committee.  

 The CEO should work in closed liaison with the various committee set up and keep 

the committees fully informed of the relevant aspects.  

He shall have powers to: 
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 Issue appointment orders as per the recruitment made by the recruitment committee of 

the subject to the approved staffing pattern. 

 Initiate / take disciplinary action as per the services regulation.  

 Social cause proper functioning of all the branches of the bank.  

 He shall be responsible for periodical balancing of all accounts and closing of banks 

books of accounts as required under the BR Act and etc. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Chapter 4 

Theoretical Framework 
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4.1 Ratio analysis: 

Ratio analysis is a quantitative method of gaining insight into a company's liquidity, 

operational efficiency, and profitability by comparing information contained in its financial 

statements. Ratio analysis is a cornerstone of fundamental analysis. 

4.2 Importance of ratio analysis: 

The importance of ratio analysis lies in the fact that it presents facts on a comparative basis 

and enables the drawing of inferences regarding the performance of the firm. Ratio analysis is 

relevant in assessing the performance of a firm in respect of the following points. 

1. Liquidity position:  

With the help of ratio analysis conclusions can be drawn regarding the liquidity position of 

the firm. The liquidity position of the firms would be satisfactorily if it is able to meet its 

current obligations when they become due. The liquidity ratios are particularly useful in 

credit analysis by banks and other suppliers of short-term loans. 

2. Long term solvency: 
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 Ratio analysis is equally useful for assessing the long-term financial visibility of a firm. The 

long term solvency is measured by the leverage / capital structure and profitability ratios 

which focus on earning power and operating efficiency. Ratio analysis reveals the strength 

and weakness of a firm in this respect. 

3. Operative efficiency: 

 It is relevant from the viewpoint of Management and it throws light on the degree of 

efficiency in the management and utilization of its assets. The ultimate analysis depends upon 

the sales revenue generated by the use of its assets total as well as its components. 

 4. Overall profitability:  

In this management is constantly concerned about the overall profitability of the enterprise. 

They are concerned about the ability of the firm to meet its short term as well as long term 

obligations to its creditors to enclose a reasonable return of its owner and secure optimum 

utilization of the assets of the firm. 

 

5. Inter firm comparison: 

Ratio analysis is also stepping stone to remedial methods. This is made possible due to inter 

firm comparison with industry averages.  One of the popular techniques is to compare the 

ratio of the firm with the industry averages. And inter firm comparison demonstrate the 

relative position of its competitors. 

 Managerial Uses of Ratio Analysis: 

1. Helps in decision-making: 

Financial statements are prepared primarily for decision-making. But the information 

provided in financial statements is not an end in itself and no meaningful conclusion can be 

drawn from these statements alone. Ratio analysis helps in making decisions from the 

information provided in these financial statements. 

2. Helps in financial forecasting and planning: 

Ratio Analysis is of much help in financial forecasting and planning. Planning is looking 

ahead and the ratios calculated for a number of years work as a guide for the future. 
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Meaningful conclusions can be drawn for future from these ratios. Thus, ratio analysis helps 

in forecasting and planning. 

3. Helps in communicating: 

The financial strength and weakness of a firm are communicated in a more easy and 

understandable manner by the use of ratios. The information contained in the financial 

statements is conveyed in a meaningful manner to the one for whom it is meant. Thus, ratios 

help in communication and enhance the value of the financial statements. 

4. Helps in co-ordination: 

Ratios even help in co-ordination which is of utmost importance in effective business 

management. Better communication of efficiency and weakness of an enterprise results in 

better coordination in the enterprise. 

5. Helps in Control: 

Ratio analysis even helps in making effective control of the business. Standard ratios can be 

based upon proforma financial statements and variances or deviations, if any, can be found by 

comparing the actual with the standards so as to take a corrective action at the right time. The 

weaknesses or otherwise, if any, come to the knowledge of the management which helps in 

effective control of the business. 

6. Other Uses: 

These are so many other uses of the ratio analysis. It is an essential part of the budgetary 

control and standard costing. Ratios are of immense importance in the analysis and 

interpretation of financial statements as they bring the strength or weakness of a firm. 

(a) Utility to Shareholders/Investors: 

An investor in the company will like to assess the financial position of the concern where he 

is going to invest. His first interest will be the security of his investment and then a return in 

the form of dividend or interest. For the first purpose he will try to assess the value of fixed 

assets and the loans raised against them. The investor will feel satisfied only if the concern 

has sufficient amount of assets. 

Long-term solvency ratios will help him in assessing financial position of the concern. 

Profitability ratios, on the other hand, will be useful to determine profitability position. Ratio 
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analysis will be useful to the investor in making up his mind whether present financial 

position of the concern warrants further investment or not. 

(b) Utility to Creditors: 

The creditors or suppliers extend short-term credit to the concern. They are interested to 

know whether financial position of the concern warrants their payments at a specified time or 

not. The concern pays short- term creditor, out of its current assets. If the current assets are 

quite sufficient to meet current liabilities then the creditor will not hesitate in extending credit 

facilities. Current and acid-test ratios will give an idea about the current financial position of 

the concern. 

(c) Utility to Employees: 

The employees are also interested in the financial position of the concern especially 

profitability. Their wage increases and amount of fringe benefits are related to the volume of 

profits earned by the concern. The employees make use of information available in financial 

statements. Various profitability ratios relating to gross profit, operating profit, net profit, etc. 

enable employees to put forward their viewpoint for the increase of wages and other benefits. 

 

(d) Utility to Government: 

Government is interested to know the overall strength of the industry. Various financial 

statements published by industrial units are used to calculate ratios for determining short-

term, long-term and overall financial position of the concerns. Profitability indexes can also 

be prepared with the help of ratios. Government may base its future policies on the basis of 

industrial information available from various units. The ratios may be used as indicators of 

overall financial strength of public as well as private sector, in the absence of the reliable 

economic information, governmental plans and policies may not prove successful. 

4.3 Limitations of Ratio Analysis: 

The ratio analysis is one of the most powerful tools of financial management. 

Though ratios are simple to calculate and easy to understand, they suffer from some serious 

limitations: 

1. Limited Use of a Single Ratio: 
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A single ratio, usually, does not convey much of a sense. To make a better interpretation a 

number of ratios have to be calculated which is likely to confuse the analyst than help him in 

making any meaningful conclusion. 

2. Lack of Adequate Standards: 

There are no well accepted standards or rules of thumb for all ratios which can be accepted as 

norms. It renders interpretation of the ratios difficult. 

3. Inherent Limitations of Accounting: 

Like financial statements, ratios also suffer from the inherent weakness of accounting records 

such as their historical nature. Ratios of the past are not necessarily true indicators of the 

future. 

4. Change of Accounting Procedure: 

Change in accounting procedure by a firm often makes ratio analysis misleading, e.g., a 

change in the valuation of methods of inventories, from FIFO to LIFO increases the cost of 

sales and reduces considerably the value of closing stocks which makes stock turnover ratio 

to be lucrative and an unfavorable gross profit ratio. 

 

5. Window Dressing: 

Financial statements can easily be window dressed to present a better picture of its financial 

and profitability position to outsiders. Hence, one has to be very careful in making a decision 

from ratios calculated from such financial statements. But it may be very difficult for an 

outsider to know about the window dressing made by a firm. 

6. Personal Bias: 

Ratios are only means of financial analysis and not an end in itself. Ratios have to be 

interpreted and different people may interpret the same ratio in different ways. 

7. Un-comparable: 

Not only industries differ in their nature but also the firms of the similar business widely 

differ in their size and accounting procedures, etc. It makes comparison of ratios difficult and 

misleading. Moreover, comparisons are made difficult due to differences in definitions of 

various financial terms used in the ratio analysis. 
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8. Absolute Figures Distortive: 

Ratios devoid of absolute figures may prove distortive as ratio analysis is primarily a 

quantitative analysis and not a qualitative analysis. 

9. Price Level Changes: 

While making ratio analysis, no consideration is made to the changes in price levels and this 

makes the interpretation of ratios invalid. 

10. Ratios no Substitutes: 

Ratio analysis is merely a tool of financial statements. Hence, ratios become useless if 

separated from the statements from which they are computed. 

11. Clues not Conclusions: 

Ratios provide only clues to analysts and not final conclusions. These ratios have to be 

interpreted by these experts and there are no standard rules for interpretation. 

For example, net profit margin is a financial ratio which compares a business’s net income 

with its net revenue to find out the dollars of profit the business earned per $100 of sales. Net 

profit margin ratio helps find out if a business is more profitable than its peers or for example 

if its profitability has increased over different periods. 

Financial ratio analysis is very useful tool because it simplifies the process of financial 

comparison of two or more businesses. Direct comparison of financial statements is not 

efficient due to difference in the size of relevant businesses. Financial ratio analysis makes 

the financial statements comparable both among different businesses and across different 

periods of a single business. 

There are different financial ratios to analyze different aspects of a business’ financial 

position, performance and cash flows. Financial ratios calculated and analyzed in a particular 

situation depend on the user of the financial statements. For example, a shareholder is 

primarily concerned about a business's profitability and solvency; a debt-holder is concerned 

about its solvency, liquidity and profitability in the descending order of importance; a 

creditor/supplier is worried mainly about the business’ liquidity, etc. 

4.4 Classification of ratios: 
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Financial ratios can be broadly classified into liquidity ratios, solvency ratios, profitability 

ratios and efficiency ratios (also called activity ratios or asset utilization ratios). Other 

categories include cash flow ratios, market valuation ratios, coverage ratios, etc. 

1. Liquidity Ratios: 

Liquidity ratios asses firms’ liquidity, i.e. its ability to convert its assets to cash and pay off 

its obligations without any significant difficulty (i.e. delay or loss of value). Liquidity ratios 

are particularly useful for suppliers, employees, banks, etc. Important liquidity ratios are: 

 Current ratio 

 Quick ratio (also called acid-test ratio) 

 Cash ratio 

i. Current Ratio: 

Current ratio is a liquidity ratio which measures a company's ability to pay its current 

liabilities with cash generated from its current assets. It equals current assets divided by 

current liabilities. 

Current assets are assets that are expected to be converted to cash within normal operating 

cycle, or one year. Examples of current assets include cash and cash equivalents, marketable 

securities, short-term investments, accounts receivable, short-term portion of notes 

receivable, inventories and short-term prepayments. 

Current liabilities are obligations that require settlement within normal operating cycle or 

next 12 months. Examples of current liabilities include accounts payable, salaries and wages 

payable, current tax payable, sales tax payable, accrued expenses, etc. 

Formula: 

Current ratio is calculated using the following formula: 

                                Current assets 

Current ratio= 

                              Current liabilities 

ii. Quick Ratio: 
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Quick ratio (also known as acid-test ratio) is a liquidity ratio which measures the dollars of 

liquid current assets available per dollar of current liabilities. Liquid current assets are current 

assets which can be quickly converted to cash without any significant decrease in their value. 

Liquid current assets typically include cash, marketable securities and receivables. Quick 

ratio is expressed as a number instead of a percentage. 

Formula: 

Quick ratio is calculated by dividing liquid current assets by total current liabilities. Liquid 

current assets include cash, marketable securities and receivables. 

The following is the most common formula used to calculate quick ratio: 

                          Cash + marketable securities + receivables 

Quick Ratio=  

                                         Current Liabilities 

iii. Cash Ratio: 

Cash ratio is the ratio of very liquid current assets such as cash and short-term marketable 

securities of a company to its current liabilities. 

Cash ratio is the most conservative liquidity ratio because it takes only the near-cash current 

assets and compares them with current liabilities. This ratio is most relevant for companies in 

crisis situations. Since cash and cash equivalents are readily available and short-term 

marketable securities can be easily converted to cash in very short time, cash ratio assesses a 

company's liquidity position in worst-case scenario, a scenario in which it is unable to 

generate any cash from receivables and inventories and must pay current liabilities out of 

very liquid assets. 

Formula: 

Cash ratio is calculated using the following formula: 

                            Cash +Marketable Securities 

Cash Ratio =  

               Current Liabilities 
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2. Solvency Ratios: 

Solvency ratios assess the long-term financial viability of a business i.e. its ability to pay off 

its long-term obligations such as bank loans, bonds payable, etc. Information about solvency 

is critical for banks, employees, owners, bond holders, institutional investors, government, 

etc. Key solvency ratios are: 

 Debt ratio 

 Debt to equity ratio 

 Debt to capital ratio 

 Times interest earned ratio 

i. Debt Ratio: 

Debt ratio (also known as debt-to-assets ratio) is a ratio which measures debt level of a 

business as a percentage of its total assets. It is calculated by dividing total debt of a business 

by its total assets. 

Debt ratio finds out the percentage of total assets that are financed by debt and helps in 

assessing whether it is sustainable or not. If the percentage is too high, it might indicate that it 

is too difficult for the business to pay off its debts and continue operations. 

 

Formula: 

Debt ratio is calculated using the following formula:                                       

 Total debt 

 Debt Ratio=   

                       Total assets 

ii. Debt-to-Equity Ratio: 

Debt-to-Equity ratio is the ratio of total liabilities of a business to its shareholders' equity. It is 

a leverage ratio and it measures the degree to which the assets of the business are financed by 

the debts and the shareholders' equity of a business. 

Formula: 
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Debt-to-equity ratio is calculated using the following formula                                   

                                           Total liabilities 

Debt-to-Equity Ratio = 

                                         Shareholders' Equity 

iii. Debt-to-Capital Ratio: 

Debt-to-capital ratio is a solvency ratio that measures the proportion of interest-bearing debt 

to the sum of interest-bearing debt and shareholders' equity. Interest-debt includes bonds 

payable, bank loans, notes payable, etc. Non-interest bearing debt includes trade payable, 

accrued expenses, etc. 

The debt-to-capital ratio is a refinement of the debt-to-assets ratio. It measures how much of 

the capital employed (i.e. the resources on which the company pays a cost) is debt. Higher 

debt included in the capital employed means higher risk of insolvency. 

Formula: 

  Interest bearing debt 

Debt-to-Capital Ratio =  

                                           Interest-bearing Debt + Shareholders' Equity 

iv. Times Interest Earned Ratio: 

Times interest earned ratio is an indicator of a company’s ability to pay off its interest 

expense with available earnings. It calculates how many times a company’s operating income 

(earnings before interest and taxes) can settle the company’s interest expense. A higher times 

interest earned ratio indicates that the company’s interest expense is low relative to its 

earnings before interest and taxes (EBIT) which indicates better long-term financial strength, 

and vice versa. 

Times interest earned ratio is a measure of a company’s solvency, i.e. its long-term financial 

strength. It can be improved by a company's debt level, obtaining loans at lower interest rate, 

increasing sales, reducing operating expenses, etc.Even though some practitioners refer to 

times interest earned ratio as interest coverage ratio, the interestcoverageratio is subtly 

different in that it is based on cash flows from operations instead of EBIT. 
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Other financial ratios which are similar in concept to the times interest earned ratio but wider 

in scope and more conservative in nature include fixed charge coverage ratio and EBITDA 

coverage ratio. 

Formula: 

Time interest earned ratio is calculated by dividing earnings before interest and tax (EBIT) 

for a period with interest expense for the period as follows: 

Earnings before Interest and Tax 

Times Interest Earned= 

                                              Interest Expense  

3. Profitability Ratios: 

Profitability ratios measure the ability of a business to earn profit for its owners. While 

liquidity ratios and solvency ratios explain the financial position of a business, profitability 

ratios and efficiency ratios communicate the financial performance of a business. Important 

profitability ratios include: 

 Net profit margin 

 gross profit margin 

 operating profit margin 

 return on assets 

 return on capital employed 

 return on equity 

 earnings per share 

Other ratios related to profitability that are used by investors to assess the stock market 

performance of a business include: 

 Price to earnings (P/E) ratio 

 price to book (P/B) ratio 

 Dividend payout ratio 

 Dividend yield ratio 
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 Retention ratio 

i. Net Profit Margin: 

Net profit margin (also called profit margin) is the most basic profitability ratio that measures 

the percentage of net income of an entity to its net sales. It represents the proportion of sales 

that is left over after all relevant expenses have been adjusted. 

Net profit margin is used to compare profitability of competitors in the same industry. It can 

also be used to determine the profitability potential of different industries. While companies 

in some industries are able to generate high net profit margin, other industries offer very 

narrow margins. It depends on the extent of competition, elasticity of demand, production 

differentiation, etc. of the relevant product or market. 

Return on equity and return on assets are other relevant ratios that measure the relationship of 

net income with shareholders' equity and total assets respectively. 

Formula: 

                                    Net income 

Net Profit Margin= 

                                      Net Sales 

Net Sales = Gross Sales − Sales Tax − Discounts − Sales Returns 

ii. Gross Margin Ratio: 

Gross margin ratio is the ratio of gross profit of a business to its revenue. It is a profitability 

ratio measuring what proportion of revenue is converted into gross profit (i.e. revenue less 

cost of goods sold). 

Formula: 

Gross margin is calculated as follows: 

 

      Gross profit 

Gross Margin = 

                                 Revenue 
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iii. Operating Margin Ratio: 

Operating margin ratio or return on sales ratio is the ratio of operating income of a business 

to its revenue. It is profitability ratio showing operating income as a percentage of revenue. 

Formula: 

Operating margin ratio is calculated by the following formula:                                 

                                   Operating income 

Operating Margin =   

                                             Revenue 

iv. Return on Assets (ROA) Ratio: 

Return on assets (ROA) is profitability ratio which measures how effectively a business has 

used its assets to generate profit. It is calculated by dividing net income for the period by the 

average total assets. 

ROA measures cents earned by a business per dollars of its total assets. A high return on 

assets (ROA) is generally better than a low ratio. Similarly, an improving ROA is considered 

a good sign. 

 

Formula: 

Return on assets (ROA) is most commonly calculated by dividing net income by average 

total assets. 

                                               Annual net income 

Return on Assets (ROA) = 

                                              Average Total Assets 

 

v. Return on Capital Employed (ROCE): 

Return on capital employed (ROCE) is the ratio of net operating profit of a company to its 

capital employed. It measures the profitability of a company by expressing its operating profit 

as a percentage of its capital employed. Capital employed is the sum of stockholders' equity 
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and long-term finance. Alternatively, capital employed can be calculated as the difference 

between total assets and current liabilities. 

Formula: 

 The formula to calculate return on capital employed is: 

                   Net operating profit 

ROCE =   

                  Capital Employed 

vi. Return on Equity (ROE) Ratio: 

Return on equity (also called return on shareholders’ equity) is the ratio of net income of a 

business during a year to its average shareholders' equity during that year. It is a measure of 

profitability of shareholders' investments. It shows net income as a percentage of shareholder 

equity. 

 

 

 

 

Formula: 

The formula to calculate return on equity is: 

                    Annual net income 

ROE =   

             Average Stockholders' Equity 

4. Activity Ratios: 

Activity ratios assess the efficiency of operations of a business. For example, these ratios 

attempt to find out how effectively the business is converting inventories into sales and sales 

into cash, or how it is utilizing its fixed assets and working capital, etc. Key activity ratios 

are: 
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 inventory turnover ratio 

 days sales in inventory 

 receivables turnover ratio 

 days sales outstanding 

 payables turnover ratio 

 days payable outstanding 

 fixed asset turnover ratio 

 working capital turnover ratio 

i. Inventory Turnover Ratio: 

Inventory turnover is an efficiency/activity ratio which estimates the number of times per 

period a business sells and replaces its entire batch of inventories. It is the ratio of cost of 

goods sold by a business during an accounting period to the average inventories of the 

business during the period (usually a year). 

Formula: 

Inventory turnover ratio is calculated using the following formula: 

                                         Cost of goods sold 

Inventory Turnover =  

                                         Average Inventories 

Cost of goods sold figure is reported on income statement. A quick estimate of average 

inventories may be made as follows: 

                                      Beginning inventories + Ending inventories 

Average Inventories=  

                                                                        2 

ii. Fixed Assets Turnover Ratio: 

Fixed assets turnover ratio is an activity ratio which measures how efficiently a company is 

generating revenues using its fixed assets. It calculates dollars of revenue earned per one 

dollar of book value of fixed assets. 

Formula: 
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Fixed assets turnover ratio equals net sales divided by average fixed assets: 

                                                           Net revenue 

Fixed Assets Turnover Ratio=  

                                                     Average Fixed Assets 

Net sales equal gross sales minus sales returns. 

Average fixed assets balance can be calculated by dividing the sum of fixed assets carrying 

amounts at the start and end of the period divided by 2: 

     Opening balance + Ending balance 

Average Fixed Assets = 

                                                                       2 

iii. Working Capital Turnover: 

Working capital turnover ratio is an activity ratio that measures dollars of revenue generated 

per dollar of investment in working capital. Working capital is defined as the amount by 

which current assets exceed current liabilities. A higher working capital turnover ratio is 

better. It means that the company is utilizing its working capital more efficiently i.e. 

generating more revenue using less investment. 

 

Formula: 

  Revenue 

Working Capital Turnover Ratio =               

    Average Working Capital 

Working Capital = Current Assets − Current Liabilities 

 Opening working capital + closing working capital 

Average Working Capital= 

    2 
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Chapter 5 
Data analysis and interpretation 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

5.1 Current ratio: 

Current ratio is a liquidity ratio which measures a company's ability to pay its current 
liabilities with cash generated from its current assets. It equals current assets divided by 
current liabilities. 

                           Current assets 

Current Ratio= 

                                    Current liabilities 

Table 5.1 Current ratio: 

year current assets current liabilities current ratio 

2014-2015 20,84,47,37,637.14 18,24,24,43,328.40 1.174 

2015-2016 27,92,82,98,179.50 25,21,08,86,704.69 1.107 

2016-2017 31,84,69,79,133.00 29,66,34,05,375.09 1.073 
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2017-2018 37,15,38,06,816.20 34,58,66,66,937.50 1.074 

2018-2019 45,33,40,23,423.40 42,37,53,37,871.90 1.069 
 

 

 

Interpretation: 

The standard ratio for the current ratio is 2:1. The current ratio of the company has decreased 
from 1.17 to 1.06 in the financial year 2014-2015 to 2018-2019. The bank maintains below 
the standard current ratio because the current liabilities of the bank increased more than its 
current assets, due to increase in accounts payable. 

 

 

 

 

5.2 Quick ratio: 

Quick ratio is calculated by dividing liquid current assets by total current liabilities. Liquid 
current assets include cash, marketable securities and receivables. 

                          Cash + marketable securities + receivables 

Quick Ratio=  

                                         Current Liabilities 

 

Table 5.2 Quick ratio: 

Year Quick Assets Current Liabilities Quick Ratio 
2014-2015 6,86,52,81,446.60 18,24,24,43,328.40 0.376 

2015-2016 11,15,33,25,107.47 25,21,09,86,704.69 0.442 
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2016-2017 11,89,22,93,271.00 29,66,34,05,375.00 0.4009 

2017-2018 11,47,55,14,174.20 34,58,66,66,937.50 0.3317 

2018-2019 13,32,19,39,178.10 42,37,53,87,871.90 0.3143 
 

 

 

 

Interpretation: 

By comparing the financial year 2014-2015 and 2018-2019, the quick ratio of the bank is 
decreasing and it is below the standard ratio. The standard quick ratio is 1:1. The quick assets 
of the bank are lower than its current liabilities. 

 

 

5.3 Cash Ratio: 

Cash ratio is the ratio of very liquid current assets such as cash and short-term marketable 
securities of a company to its current liabilities. 

                            Cash +Marketable Securities 

Cash Ratio =  

               Current Liabilities 
 

Table 5.3 Cash ratio: 

Years 
Cash & marketable 

securities 
Current Liabilities Cash Ratio 

2014-2015 6,28,38,33,693.64 18,24,24,43,328.40 0.344 

2015-2016 10,82,02,68,682.80 25,21,09,86,704.69 0.429 
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2016-2017 10,66,06,21,821.00 2,96,63,40,53,750 0.359 

2017-2018 10,09,35,66,867.30 34,58,66,66,937.50 0.2918 

2018-2019 11,54,38,65,923.50 42,37,53,37,871.90 0.2724 
 

 

 

Interpretation: 

The cash ratio is less than 1. It means the company has used its assets well to earn profits but 
low cash ratio reflects an immediate problem with repaying its liability. By comparing 
financial ratio 2014-2015 and 2018-2019 the cash ratio has decreased from 0.344 to 0.272. 

 

 

 

5.4 Debt Ratio: 

Debt ratio (also known as debt-to-assets ratio) is a ratio which measures debt level of a 
business as a percentage of its total assets. It is calculated by dividing total debt of a business 
by its total assets. 

                        Total debt 

 Debt Ratio=  

                        Total assets 

Table5.4 Debt ratio: 

Year Total Debt Total Assets Debt Ratio 
2014-2015 20,15,54,24,750.60 20,95,33,83,993.68 0.96 

2015-2016 27,62,90,71,311.50 28,04,02,46,255.08 0.98 

2016-2017 30,21,41,69,079.00 31,99,47,24,593.00 0.94 
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2017-2018 35,22,65,95,226.30 37,33,94,07,872.93 0.94 

2018-2019 42,81,19,18,833.10 45,55,98,16,907.23 0.93 
 

 

 

Interpretation: 

By comparing financial ratios 2014-2015 to 2015-2016 is in increasing trend after it has been 
decreased to 0.93 in the year 2018-2019. The bank is having higher debt ratio which means 
the bank is higher leveraged and has more financial risk. 

 

 

 

5.5 Debt-to-Equity Ratio: 

Debt-to-Equity ratio is the ratio of total liabilities of a business to its shareholders' equity. It is 
a leverage ratio and it measures the degree to which the assets of the business are financed by 
the debts and the shareholders' equity of a business. 

                                           Total liabilities 

Debt-to-Equity Ratio = 

                                          Shareholders' Equity 

Table 5.5 Debt to equity ratio: 

Year Total Liabilities Shareholders’ Equity 
Debt to 
Equity 
Ratio 

2014-2015 18,24,24,43,328.00 2,71,09,40,665.12 6.72 
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2015-2016 25,21,09,86,704.80 2,82,92,59,550.39 8.91 

2016-2017 29,66,34,05,375.00 2,33,13,19,218.00 12.72 

2017-2018 34,58,66,66,937.60 2,75,27,40,935.38 12.56 

2018-2019 42,37,53,37,872.00 3,18,44,79,035.28 13.30 
 

 

 

 

Interpretation: 

 The standard ratio for debt to equity is 2:1. When compared from financial year 2014-2015 
and 2018-2019 the debt to equity ratio is increased from 6.72 to 13.30. Higher debt to equity 
ratio is considered more risky to creditors and investors of the bank. 

 

5.6 Times Interest Earned Ratio: 

Times interest earned ratio is an indicator of a company’s ability to pay off its interest 

expense with available earnings. It calculates how many times a company’s operating income 
(earnings before interest and taxes) can settle the company’s interest expense. A higher times 

interest earned ratio indicates that the company’s interest expense is low relative to its 

earnings before interest and taxes (EBIT) which indicates better long-term financial strength, 
and vice versa. 

                                          Earnings before Interest and Tax 

Times Interest Earned = 

                                                        Interest Expense 
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Table 5.6 Times interest earned ratio: 

Year EBIT Interest Expenses Times interest 
earned Ratio 

2014-2015 1,72,05,71,959.35 1,49,18,29,576.79 1.15 
2015-2016 2,01,76,46,648.30 1,77,58,69,130.62 1.13 
2016-2017 2,21,26,53,268.98 1,91,50,54,667.71 1.15 
2017-2018 2,54,80,75,823.13 2,08,87,01,747.75 1.21 
2018-2019 2,92,56,36,728.31 2,44,74,44,434.16 1.19 

 

 

Interpretation: 

The times interest earned ratio of the bank in the financial year 2014-2015and 2018-2019 
changed from 1.15 to 1.19.Times interest earned ratio is low which means the company 
doesn’t make enough income to pay for its total interest expense. This indicates credit risk. 
Minimum acceptable times interest earned ratio is 6. 

5.7 Return on Assets (ROA) Ratio: 

Return on assets (ROA) is profitability ratio which measures how effectively a business has 
used its assets to generate profit. It is calculated by dividing net income for the period by the 
average total assets. 

                                               Annual net income 

Return on Assets (ROA) = 

                                              Average Total Assets 

Table 5.7 Return on assets ratio: 
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Interpretation: 

The standard ratio for return on assets is 5%. The positive return on assets will show the 
upward profit trend. When compared from financial year 2014-2015 and 2015-2016 the 
return on assets is increased from 0.39 to 0.42, later it has decreased to 0.38 in the financial 
year 2018-2019. 

 

 

5.8 Return on Equity (ROE) Ratio: 

Return on equity (also called return on shareholders’ equity) is the ratio of net income of a 

business during a year to its average shareholders' equity during that year. It is a measure of 
profitability of shareholders' investments. It shows net income as a percentage of shareholder 
equity. 

                    Annual net income 

ROE =   

             Average Stockholders' Equity 

Table 5.8 Return on equity: 
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2014-2015 8,18,16,829.56 20,78,70,22,586.70 0.39% 

2015-2016 10,17,91,049.04 24,49,68,15,124.30 0.42% 

2016-2017 12,44,01,558.15 30,01,75,16,209.00 0.41% 

2017-2018 14,06,88,921.60 34,66,68,33,271.30 0.41% 

2018-2019 15,60,09,882.06 41,44,96,12,390.00 0.38% 
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Year Annual Net Income 
Average 

Stockholders’ Equity Return on Equity 

2014-2015 8,18,16,829.56 76,96,62,143.97 10.63% 

2015-2016 10,17,91,049.04 88,40,03,403.67 11.51% 

2016-2017 12,44,01,558.15 1,05,04,09,235.50 11.84% 

2017-2018 14,06,88,921.60 1,26,05,15,080.70 11.16% 

2018-2019 15,60,09,882.60 1,54,65,09,423.37 10.08% 
 

 

 

Interpretation: 

Return on equity is in increasing trend from financial year 2014-2015 to 2016-2017 later on it 
decreased to 10.08 in the year 2018-2019. 

 

 

 

5.9 Fixed Assets Turnover Ratio: 

Fixed assets turnover ratio is an activity ratio which measures how efficiently a company is 
generating revenues using its fixed assets. It calculates dollars of revenue earned per one 
dollar of book value of fixed assets. 

                                                           Net revenue 

Fixed Assets Turnover Ratio=  

                                                      Average Fixed Assets 

Table 5.9 Fixed assets turnover ratio: 
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Year Net Revenue Average Fixed Assets 
Fixed Assets 

Turnover Ratio 

2014-2015 8,18,16,829.56 11,34,12,567.46 0.7214 

2015-2016 10,17,91,049.04 11,02,97,215.96 0.9228 

2016-2017 12,44,01,558.15 12,98,46,767.50 0.958 

2017-2018 14,06,88,921.60 16,66,73,258.53 0.844 

2018-2019 15,60,09,882.06 20,58,47,270.17 0.7578 
 

 

Interpretation: 

The ratio of around 5 is considered ideal. By comparing financial year 2014-2015 to 2016-
2017, the fixed assets turnover ratio increased from 0.72 to 0.95 later it has decreased to 0.75 
in the financial year 2018 to 2019. The bank is having low ratio which indicates its 
inefficiency or under utilization of fixed assets.  

 

5.10 Working Capital Turnover: 

Working capital turnover ratio is an activity ratio that measures dollars of revenue generated 
per dollar of investment in working capital. Working capital is defined as the amount by 
which current assets exceed current liabilities. A higher working capital turnover ratio is 
better. It means that the company is utilizing its working capital more efficiently i.e. 
generating more revenue using less investment. 

                                                                       Revenue 

Working Capital Turnover Ratio =               

                                                             Average Working Capital 
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Table 5.10 Working capital turnover ratio: 

Year Revenue Average Working 
Capital 

Working 
Capital 

Turnover Ratio 

2014-2015 8,18,16,829.56 2,82,10,80,649.45 0.029 

2015-2016 10,17,91,049.04 2,65,98,02,891.80 0.0382 

2016-2017 12,44,01,558.15 2,45,04,42,616.45 0.0507 

2017-2018 14,06,88,921.60 2,37,53,56,818.35 0.0592 

2018-2019 15,60,09,882.06 2,76,29,12,715.10 0.0564 
 

 

Interpretation: 

Working capital turnover ratio when compared from financial year 2014-2015 to 2018-2019 
the working capital ratio is increased from 0.029 to 0.056. The bank has positive working 
capital turnover ratio which reflects the effective working capital management. 
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Chapter 6 

Findings, suggestions and conclusion 

 

 

 

 

 

 

 

 

 

 

 

 

6.1 Findings: 

 The bank does not maintain the standard form of current ratio the bank maintains low 

current ratio it is not good for the bank. It might require extra funds or time to pay its 

debts. 

 As the quick ratio is less making it likely that the company will have trouble paying 

current liabilities. 
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 The debt ratio is nearly 1 it means that the company would have to sell off all of its 

assets in order to pay off its liabilities. 

 High debt to equity ratio is unfavorable because it means that the business relies more 

on external lenders thus it is at higher risk, especially at higher interest rates. This is a 

highly leverage firm. Once its assets are sold off, the business can operate hardly. 

 Times interest earned ratio is low which means the company doesn’t make enough 

income to pay for its total interest expense. This indicates credit risk. 

 The return on equity of the bank is increased and here the bank is able to meet the 

obligations on the equity. 

 The bank is having low fixed interest turnover ratio which means inefficient or under 

utilization of fixed assets.  

 The bank is having effective working capital management as it is having positive 

working capital turnover ratio. 

 

 

 

 

 

 

 

 

 

 

6.2 Suggestions: 

 The bank needs to invest more amounts in current assets. Then only the company will 

be able to meet the financial obligations. 

 The bank needs to maintain the quick assets. 

 The bank must decrease its debts so that the financial risk is reduced.  
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 The bank must maintain high times interest earned ratio. Then there will be safety of 

interest payment on debt and surplus for the shareholders. 

 The bank should maintain long term liabilities at the optimum level. 

 The bank must maintain and increase the return on assets so that the bank will 

efficiently utilize the assets to make income. 

 The bank must maintain the same return on equity. 

 The bank must utilize its fixed assets more effectively in order to generate more 

income. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

6.3 Conclusion: 

 Therefore, much can be learnt about a firm from a careful examination of its financial 

statements as invaluable documents/performance analysis. Users of financial statements can 

get further insight about financial strengths and weaknesses of the firm if they properly 

analyze information reported in those statements. Management should be particularly 
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interested in knowing financial weaknesses of the firm to take the suitable corrective action. 

The plans of the firm should be laid down in view of the firm’s financial strengths and 

weakness.  Thus, financial analysis is the starting point for making plans, before using any 

sophisticated forecasting and planning procedures. Understanding the past is a pre-requisite 

for anticipating the future. 
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The Krishna District Co-operative Central Bank LTD., 

Machilipatnam 

Balance sheet as at 31stMarch, 2015 
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Capital and liabilities Sch.No. As on 31.03.2015 
Rs. 

As on 31.03.2014 
Rs 

Share capital 
Reserves and surplus 

Deposits 
Borrowings 

Other liabilities and 
provisions 

1 
2&5 

3 
4,6&5A 

 
13,15&16 

79,63,91,235.88 
1,91,45,49,429.24 

10,75,41,98,553.80 
6,69,02,85,531.67 

 
79,79,59,243.09 

74,29,33,052.07 
1,77,83,93,488.45 
8,64,94,77,956.26 
8,81,31,37,391.50 

 
63,67,19,291.62 

  20,95,33,83,993.68 20,62,06,61,179.90 
 

Assets Sch.No. As on 31.03.2015 
Rs. 

As on 31.03.2014 
Rs 

Cash balances 
Balances with bank’s 

and money at call and 
short notice 
Investment 
Advances 

Fixed assets 
Other assets 

18 
 
 
7 
8 

9,11,5A 
10 

12,14&17 

20,44,70,317.00 
 
 

78,94,73,644.26 
5,28,98,89,732.38 
13,97,94,56,190.54 

10,86,46,356.46 
58,14,47,753.04 

14,86,09,066.00 
 
 

49,09,69,690.53 
4,79,70,46,632.92 

14,50,63,72,366.90 
11,81,78,778.46 
55,94,84,645.09 

  20,95,33,83,993.68 20,62,06,61,179.90 
 

The Krishna District Co-operative Central Bank LTD., 

Machilipatnam 

Profit and loss Account for the year ended 31st March,2015 

Income Sch.No. As on 31.03.2015 As on 31.03.2015 
Interest earned 
Other income 

 

12 
5&14 

1,94,35,15,520.45 
2,82,97,419.02 

 

1,34,39,74,496.15 
22,41,88,764.93 

  1,97,18,12,939.47 1,56,81,63,261.08 
 

 

 

 

 

 

 

Expenditure Sch.No. As on 31.03.2015 As on 31.03.2015 
Interest expenses 

Operating expenses 
Provision for income 

13 
15 

1,49,18,29,576.79 
25,12,40,980.12 
3,99,82,842.00 

1,08,59,26,073.38 
23,99,97,780.34 
3,79,36,946.00 
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tax 
 

Provisions and                                
contingencies 

 
Profit for the year 

 
10,69,42,711.00 

 
 

8,18,16,829.56 

 
12,45,50,103.91 

 
 

7,97,52,357.45 

  1,97,18,12,939.47 1,56,81,63,261.08 
 

The Krishna District Co-operative Central Bank LTD., 

Machilipatnam 

Balance sheet as at 31st March, 2016 

Capital and liabilities Sch.No. As on 31.03.2016 
Rs 

Share capital 
Reserves and surplus 

Deposits 
Borrowings 

Other liabilities 

1 
2&5 

3 
4,6&5A 

13,15&16 

97,16,15,571.47 
1,85,76,43,978.92 
14,35,86,90,879.97 
10,44,11,20,881.20 

41,11,74,943.52 
  28,04,02,46,255.08 

 

Assets Sch.No. As on 31.03.2016 
Rs 

Cash balances 
Balances with bank’s and money 

at call and short notice 
Investments 

Advances 
Fixed assets 
Other assets 

18 
 
7 
8 

9,11&5A 
10 

12,14&17 

23,14,21,998.00 
 

74,09,59,252.55 
9,84,78,87,432.28 

16,77,49,73,072.03 
11,19,48,075.46 
33,30,56,424.76 

  28,04,02,46,255.08 
 

 

 

 

 

 

The Krishna District Co-operative Central Bank LTD., 

Machilipatnam 

Profit and loss Account for the year ended 31st March,2016 
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Income Sch.No. As on 31.03.2016 
Rs 

Interest earned 
Other income 

12 
5&14 

2,16,31,56,284.58 
19,99,47,081.09 

  2,36,31,03,365.67 
 

Expenditure Sch.No. As on 31.03.2016 
Rs 

Interest expenses 
Operating expenses 

Provision for income tax 
Provisions and contingencies 

Profit for the years 

13 
15 

1,77,58,69,130.62 
34,54,56,717.37 
5,33,16,203.00 
8,66,70,265.64 
10,17,91,049.04 

  2,36,31,03,365.67 
 

The Krishna District Co-operative Central Bank LTD., 

Machilipatnam 

Balance sheet as at 31st March, 2017 

Liabilities Sch.No. As on 31.03.2017 
Rs 

Share capital 
Reserve and surplus 

Deposits 
Borrowings 

Other liabilities and provisions 

1 
2 
3 
4 
5 

1,12,92,02,900.00 
1,20,21,16,318.00 
16,75,81,74,118.00 
11,12,46,75,743.00 
1,78,05,55,514.00 

  31,99,47,24,593.00 
 

 

Assets Sch.No. As on 31.03.2017 
Rs 

Cash balances 
Balances with bank’s and money 

at call and short notice 
Investments 

Advances 
Fixed assets 
Other assets 

6 
 
7 
8 
9 

10 
11 

22,53,43,399.00 
 

1,47,33,88,254.00 
8,96,18,90,168.00 
19,95,46,85,862.00 

14,77,45,460.00 
1,23,16,71,450.00 

  31,99,47,24,593.00 
 

The Krishna District Co-operative Central Bank LTD., 

Machilipatnam 

Profit and loss Account for the year ended 31st March,2017 
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Income As on 31.03.2017 
Rs 

Interest earned 
Other income 

2,28,15,11,483.44 
26,08,11,436.41 

 2,54,23,22,919.85 
 

Expenditure As on 31.03.2017 
Rs 

Interest expenses 
Operating expenses 

Provision for income tax 
Provisions and contingencies 

Profit for the year 

1,91,50,54,667.71 
32,96,69,650.87 
5,97,20,000.00 
11,34,77,043.12 
12,44,01,558.15 

 2,54,23,22,919.85 
 

The Krishna District Co-operative Central Bank LTD. 

Machilipatnam 

Balance sheet as at 31st March, 2018 

Liabilities Sch.No. As on 31.03.2018 
Rs 

Share capital 
Reserve and surplus 

Deposits 
Borrowings 

Other liabilities and provisions 

1 
2 
3 
4 
5 

1,39,18,27,261.15 
1,36,09,13,674.23 
17,32,14,27,748.88 
15,15,24,26,542.00 
2,11,28,12,646.67 

  37,33,94,07,872.93 
 

Assets Sch.No. As on 31.03.2018 
Rs 

Cash balances 
Balances with bank’s and money 

at call and short notice 
Investments 

Advances 
Fixed assets 
Other assets 

6 
 
7 
8 
9 

10 
11 

18,38,20,500.00 
 

1,27,80,76,180.06 
8,63,16,70,187.28 
25,67,82,92,642.09 

18,56,01,056.67 
1,38,19,47,306.83 

  37,33,94,07,872.93 
 

 

The Krishna District Co-operative Central Bank LTD., 

Machilipatnam 

Profit and loss Account for the year ended 31st March,2018 
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Income As on 31.03.2018 
Rs 

Interest earned 
Other income 

2,71,60,36,033.16 
11,39,83,214.40 

 2,83,00,19,247.56 
 

Expenditure As on 31.03.2018 
Rs 

Interest expenses 
Operating expenses 

Provision for income tax 
Provisions and contingencies 

Profit for the year 

2,08,87,01,747.75 
28,19,43,424.43 
7,05,00,000.00 
24,81,85,153.78 
14,06,88,921.60 

 2,83,00,19,247.56 
 

The Krishna District Co-operative Central Bank LTD., 

Machilipatnam 

Balance sheet as at 31st March, 2019 

 

Liabilities Sch.No. As on 31.03.2019 
Rs 

Share capital 
Reserve and surplus 

Deposits 
Borrowings 

Other liabilities and provisions 

1 
2 
3 
4 
5 

1,70,11,91,585.59 
1,48,32,87,449.69 
19,37,25,21,293.82 
20,25,49,18,504.00 
2,74,78,98,074.13 

  45,55,98,16,907.23 
 

Assets Sch.No. As on 31.03.2019 
Rs 

Cash balances 
Balances with bank’s and money 

at call and short notice 
Investments 

Advances 
Fixed assets 
Other assets 

6 
 
7 
8 
9 

10 
11 

24,57,04,723.00 
 

1,24,03,14,469.31 
10,05,78,46,731.28 
32,01,20,84,245.35 

22,60,93,483.67 
1,77,77,73,254.62 

  45,55,98,16,907.23 
 

The Krishna District Co-operative Central Bank LTD., 

Machilipatnam 

Profit and loss Account for the year ended 31st March,2019 
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Income As on 31.03.2019 
Rs 

Interest earned 
Other income 

3,30,73,37,309.12 
4,88,66,274.64 

 3,35,62,03,583.76 
 

Expenditure As on 31.03.2019 
Rs 

Interest expenses 
Operating expenses 

Provision for income tax 
Provisions and contingencies 

Profit for the year 

2,44,74,44,434.16 
43,05,66,855.45 
7,53,00,000.00 
24,68,82,412.09 
15,60,09,882.06 

 3,35,62,03,583.76 
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Chapter 1:  

Introduction 

 

 

 

 

 

 

 

 

COMPARATIVE BALANCE SHEET 

Introduction: 

               A Comparative balance sheet presents side by side information about an 

entity’s assets, liabilities and share holders equity as of multiple points in time.  
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For example a comparative balance sheet could present the balance sheet as of the end 

of each year for the past five or three years. 

Main aspects to analyze comparative balance sheet: 

1. Working Capital 

 Working capital refers to the excess of current assets over current liabilities. This helps 

a financial manager or a business owner to know about the liquidity position of the business. 

2. Changes in Long-Term Assets, Liabilities and Capital 

 The next component that a financial manager or a business owner needs to analyze is 

the change in the fixed assets, long-term liabilities and capital of a business. This analysis  helps 

each of the stakeholders to understand the long-term financial position of a business. 

Finance and its importance: 

Finance is the process of commission of accumulated funds to productive use. Finance 

helps to direct the flow of economic activity and facilitate its smooth operations.  

                         Finance is concerned with the task of providing funds needed by the 

enterprise on the terms that are most favorable towards the attainment of organizational goals 

and it covers financial planning, forecasting of cash receipts and its financial control. 

 

 

Need for the study: 

By studying comparative balance sheet users recognize the positive and negative trends 

based on movements in account balances from one year to the next year. Aware the changes 

(increase or decrease) in such assets and liabilities over the year. 
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Objectives of the study: 

1. To assess the financial position of KRISHNA DISTRICT COOPERATIVE 

CENTRAL BANK at Machilipatnam. 

2. To examine the financial statement with the help of comparative study. 

3. To study the overall position of the company. 

4. To analyze the financial performance of Krishna district cooperative central bank. 

5. To evaluate the performance of the company by using comparative and common size 

statements. 
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Scope of the study: 

 The study reveals the financial position of Krishna district cooperative central bank . 

comparative balance are used in assessing the financial position of Krishna district 

cooperative central bank 

 The study is conducted in Krishna district cooperative central bank in machilipatnam 

for span of 5 years 2014-2019. 
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Limitations of the study: 

1. The duration of the project is limited to a period of six weeks only. 

2. The reliability of the study depends upon the available information furnished by the 

officials. 

3. The data provided  by the bank is limited. 

 



14 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
 
 
 

 



15 
 

  

Chapter 2: 

Industry profile 

 

 

 

 

 

 

 

 

 

 

 

 

Industry profile 

A bank is a financial institution that accepts deposits from the public and creates credit. 
Lending activities can be performed either directly or indirectly through capital markets. Due to 
their importance in the financial stability of a country, banks are highly regulated in most countries. 
Most nations have institutionalized a system known as fractional reserve banking under which 
banks hold liquid assets equal to only a portion of their current liabilities. In addition to other 
regulations intended to ensure liquidity, banks are generally subject to minimum capital 
requirements based on an international set of capital standards, known as the Basel Accords. 

Banking in its modern sense evolved in the 14th century in the prosperous cities of Renaissance 
Italy but in many ways was a continuation of ideas and concepts of credit and lending that had their 
roots in the ancient world. In the history of banking, a number of banking dynasties – notably, the 
Medicis, the Fuggers, the Welsers, the Berenbergs, and the Rothschilds – have played a central role 
over many centuries. The oldest existing retail bank is Banca Monte deiPaschi di Siena, while the 
oldest existing merchant bank is Berenberg Bank. 

History: 

Among many other things, the Code of Hammurabi from 1754 BC recorded interest-bearing 
loans. 
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The concept of banking may have begun in ancient Babylonia and Old sangvi, with 
merchants offering loans of grain as collateral within a barter system. Lenders in ancient Greece and 
during the Roman Empire added two important innovations: they accepted deposits and changed 
money. Archaeology from this period in ancient China and India also shows evidence of money 
lending. 

More modern banking can be traced to medieval and early Renaissance Italy, to the rich 
cities in the centre and north like Florence, Lucca, Siena, Venice and Genoa. The Bardi and Peruzzi 
families dominated banking in 14th-century Florence, establishing branches in many other parts of 
Europe. One of the most famous Italian banks was the Medici Bank, set up by Giovanni di Bicci de' 
Medici in 1397. The earliest known state deposit bank, Banco di San Giorgio (Bank of St. George), 
was founded in 1407 at Genoa, Italy. 

Modern banking practices, including fractional reserve banking and the issue of banknotes, 
emerged in the 17th and 18th centuries. Merchants started to store their gold with the goldsmiths of 
London, who possessed private Vaults, and charged a fee for that service. In exchange for each 
deposit of precious metal, the goldsmiths issued receipts certifying the quantity and purity of the 
metal they held as a bailee; these receipts could not be assigned, only the original depositor could 
collect the stored goods. 

Gradually the goldsmiths began to lend the money out on behalf of the depositor, which led 
to the development of modern banking practices; promissory notes (which evolved into banknotes) 
were issued for money deposited as a loan to the goldsmith. The goldsmith paid interest on these 
deposits. Since the promissory notes were payable on demand, and the advances (loans) to the 
goldsmith's customers were repayable over a longer time period, this was an early form of fractional 
reserve banking. The promissory notes developed into an assignable instrument which could 
circulate as a safe and convenient form of money backed by the goldsmith's promise to pay, 
allowing goldsmiths to advance loans with little risk of default. Thus, the goldsmiths of London 
became the forerunners of banking by creating new money based on credit. 

The Bank of England was the first to begin the permanent issue of banknotes, in 1695.The 
Royal Bank of Scotland established the first overdraft facility in 1728. By the beginning of the 19th 
century a bankers' clearing house was established in London to allow multiple banks to clear 
transactions. The Rothschilds pioneered international finance on a large scale, financing the 
purchase of the Suez canal for the British government. 

Definition: 

The definition of a bank varies from country to country. 

Under English common law, a banker is defined as a person who carries on the business of banking 
by conducting current accounts for his customers, paying cheques drawn on him/her and also 
collecting cheques for his/her customers. 

In most common law jurisdictions there is a Bills of Exchange Act that codifies the law in 
relation to negotiable instruments, including cheques, and this Act contains a statutory definition of 
the term banker: banker includes a body of persons, whether incorporated or not, who carry on the 
business of banking' (Section 2, Interpretation). Although this definition seems circular, it is 
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actually functional, because it ensures that the legal basis for bank transactions such as cheques 
does not depend on how the bank is structured or regulated. 

The business of banking is in many English common law countries not defined by statute but by 
common law, the definition above. In other English common law jurisdictions there are statutory 
definitions of the business of banking or banking business. When looking at these definitions it is 
important to keep in mind that they are defining the business of banking for the purposes of the 
legislation, and not necessarily in general. In particular, most of the definitions are from legislation 
that has the purpose of regulating and supervising banks rather than regulating the actual business 
of banking. However, in many cases the statutory definition closely mirrors the common law one. 
Examples of statutory definitions: 

 "banking business" means the business of receiving money on current or deposit account, 
paying and collecting cheques drawn by or paid in by customers, the making of advances to 
customers, and includes such other business as the Authority may prescribe for the purposes 
of this Act; (Banking Act (Singapore), Section 2, Interpretation). 

 "banking business" means the business of either or both of the following: 

1. Receiving from the general public money on current, deposit, savings or other similar account 
repayable on demand or within less than [3 months] ... or with a period of call or notice of less than 
that period; 

2. Paying or collecting cheques drawn by or paid in by customers. 

Since the advent of EFTPOS (Electronic Funds Transfer at Point Of Sale), direct credit, 
direct debit and internet banking, the cheque has lost its primacy in most banking systems as a 
payment instrument. This has led legal theorists to suggest that the cheque based definition should 
be broadened to include financial institutions that conduct current accounts for customers and 
enable customers to pay and be paid by third parties, even if they do not pay and collect cheques. 

Banking: 

Banks act as payment agents by conducting checking or current accounts for customers, 
paying cheques drawn by customers in the bank, and collecting cheques deposited to customers' 
current accounts. Banks also enable customer payments via other payment methods such as 
Automated Clearing House (ACH), Wire transfers or telegraphic transfer, EFTPOS, and automated 
teller machines (ATMs). 

     Banks borrow money by accepting funds deposited on current accounts, by accepting 
term deposits, and by issuing debt securities such as banknotes and bonds. Banks lend money by 
making advances to customers on current accounts, by making installment loans, and by investing 
in marketable debt securities and other forms of money lending. 

      Banks provide different payment services, and a bank account is considered 
indispensable by most businesses and individuals. Non-banks that provide payment services such as 
remittance companies are normally not considered as an adequate substitute for a bank account. 

Channels  
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       Banks offer many different channels to access their banking and other services: 
 Automated teller machine banking adjacent to or remote from the bank 
 Bank by mail: Most banks accept cheque deposits via mail and use mail to communicate to 

their customers 
 Online banking over the Internet to perform multiple types of transactions 
 Mobile banking is using one's mobile phone to conduct banking transactions 
 Telephone banking allows customers to conduct transactions over the telephone with an 

automated attendant, or when requested, with a telephone operator 
 Video banking performs banking transactions or professional banking consultations via a 

remote video and audio connection. Video banking can be performed via purpose built 
banking transaction machines (similar to an Automated teller machine) or via a video 
conference enabled bank branch clarification 

 Relationship manager, mostly for private banking or business banking, who visits customers 
at their homes or businesses 

 Direct Selling Agent, who works for the bank based on a contract, whose main job is to 
increase the customer base for the bank. 

A bank can generate revenue in a variety of different ways including interest, transaction 
fees and financial advice. Traditionally, the most significant method is via charging interest on the 
capital it lends out to customers. The bank profits from the difference between the level of interest it 
pays for deposits and other sources of funds. 

This difference is referred to as the spread between the cost of funds and the loan interest 
rate. Historically, profitability from lending activities has been cyclical and dependent on the needs 
and strengths of loan customers and the stage of the economic cycle. Fees and financial advice 
constitute a more stable revenue stream and banks have therefore placed more emphasis on these 
revenue lines to smooth their financial performance. 

In the past 20 years, American banks have taken many measures to ensure that they remain 
profitable while responding to increasingly changing market conditions. 

First, this includes the Gramm–Leach–Bliley Act, which allows banks again to merge with 
investment and insurance houses. Merging banking, investment, and insurance functions allows 
traditional banks to respond to increasing consumer demands for "one-stop shopping" by enabling 
cross-selling of products (which, the banks hope, will also increase profitability). 

Second, they have expanded the use of risk-based pricing from business lending to 
consumer lending, which means charging higher interest rates to those customers that are 
considered to be a higher credit risk and thus increased chance of default on loans. This helps to 
offset the losses from bad loans, lowers the price of loans to those who have better credit histories, 
and offers credit products to high risk customers who would otherwise be denied credit. 

Third, they have sought to increase the methods of payment processing available to the 
general public and business clients. These products include debit cards, prepaid cards, smart cards, 
and credit cards. They make it easier for consumers to conveniently make transactions and smooth 
their consumption over time (in some countries with underdeveloped financial systems, it is still 
common to deal strictly in cash, including carrying suitcases filled with cash to purchase a home). 
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However, with the convenience of easy credit, there is also increased risk that consumers 
will mismanage their financial resources and accumulate excessive debt. Banks make money from 
card products through interest charges and fees charged to cardholders, and transaction fees to 
retailers who accept the bank's credit and/or debit cards for payments. 

 

This helps in making a profit and facilitates economic development as a whole. 

Recently, as banks have been faced with pressure from fintechs, new and additional business 
models have been suggested such as freemium, monetization of data, white-labeling of banking and 
payment applications, or the cross-selling of complementary products. 

Retail 

 Savings account 
 Recurring deposit account 
 Fixed deposit account 
 Money market account 
 Certificate of deposit (CD) 
 Individual retirement account (IRA) 
 Credit card 
 Debit card 
 Mortgage 
 Mutual fund 
 Personal loan 
 Time deposits 
 ATM card 
 Current accounts 
 Cheque books 
 Automated Teller Machine (ATM) 

Business (or commercial/investment) banking 

 Business loan 
 Capital raising (equity / debt / hybrids) 
 Revolving credit 
 Risk management (foreign exchange (FX)), interest rates, commodities, derivatives 
 Term loan 
 Cash management services (lock box, remote deposit capture, merchant processing) 
 Credit services 

Capital and risk 

Banks face a number of risks in order to conduct their business, and how well these risks are 
managed and understood is a key driver behind profitability, and how much capital a bank is 
required to hold. Bank capital consists principally of equity, retained earnings and subordinated 
debt. 
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Some of the main risks faced by banks include: 

 

Credit risk: risk of loss arising from a borrower who does not make payments as promised. 

Liquidity risk: risk that a given security or asset cannot be traded quickly enough in the market to 
prevent a loss (or make the required profit). 

Market risk: risk that the value of a portfolio, either an investment portfolio or a trading portfolio, 
will decrease due to the change in value of the market risk factors. 

Operational risk: risk arising from execution of a company's business functions. 

Reputational risk: a type of risk related to the trustworthiness of business. 

Macroeconomic risk: risks related to the aggregate economy the bank is operating in. 

The capital requirement is a bank regulation, which sets a framework within which a bank or 
depository institution must manage its balance sheet. The categorization of assets and capital is 
highly standardized so that it can be risk weighted. 

Types of banking  

 Banks' activities can be divided into: 
 retail banking, dealing directly with individuals and small businesses; 
 business banking, providing services to mid-market business; 
 corporate banking, directed at large business entities; 
 private banking, providing wealth management services to high-net-worth individuals and 

families; 
 investment banking, relating to activities on the financial markets. 
 Most banks are profit-making, private enterprises. However, some are owned by 

government, or are non-profit organizations. 

various banks 

Commercial banks: 

 The term used for a normal bank to distinguish it from an investment bank. After the Great 
Depression, the U.S. Congress required that banks only engage in banking activities, whereas 
investment banks were limited to capital market activities. Since the two no longer have to be under 
separate ownership, some use the term "commercial bank" to refer to a bank or a division of a bank 
that mostly deals with deposits and loans from corporations or large businesses. 

Community banks:  

Locally operated financial institutions that empower employees to make local decisions to 
serve their customers and the partners. 

Community development banks: 
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Regulated banks that provide financial services and credit to under-served markets or populations. 

Land development banks:  

The special banks providing long-term loans are called land development banks (LDB). The 
history of LDB is quite old. The first LDB was started at Jhang in Punjab in 1920. The main 
objective of the LDBs are to promote the development of land, agriculture and increase the 
agricultural production. The LDBs provide long-term finance to members directly through their 
branches. 

Credit unions or co-operative banks: 

Not-for-profit cooperatives owned by the depositors and often offering rates more 
favourable than for-profit banks. Typically, membership is restricted to employees of a particular 
company, residents of a defined area, members of a certain union or religious organizations, and 
their immediate families. 

Postal savings banks:   

Savings banks associated with national postal systems. 

 

 

Private banks:  

Banks that manage the assets of high-net-worth individuals. Historically a minimum of US$1 
million was required to open an account, however, over the last years many private banks have 
lowered their entry hurdles to US$350,000 for private investors. 

Offshore banks: 

 Banks located in jurisdictions with low taxation and regulation. Many offshore banks are 
essentially private banks. 

Savings bank: 

In Europe, savings banks took their roots in the 19th or sometimes even in the 18th century. 
Their original objective was to provide easily accessible savings products to all strata of the 
population. In some countries, savings banks were created on public initiative; in others, socially 
committed individuals created foundations to put in place the necessary infrastructure. Nowadays, 
European savings banks have kept their focus on retail banking: Payments, savings products, credits 
and insurances for individuals or small and medium-sized enterprises. Apart from this retail focus, 
they also differ from commercial banks by their broadly decentralized distribution network, 
providing local and regional outreach – and by their socially responsible approach to business and 
society. 

Building societies and Landesbanks: Institutions that conduct retail banking. 
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Ethical banks: Banks that prioritize the transparency of all operations and make only what they 
consider to be socially responsible investments. 

A direct or internet-only bank is a banking operation without any physical bank branches. 
Transactions are usually accomplished using ATMs and electronic transfers and direct deposits 
through an online interface. 

History of Banking in India in Brief (Before & After Independence) 

Today, our banking system is mainly divided into commercial banks (Both Public and 
Private Banks), Regional Rural Banks, Cooperative Banks etc. The important phase in the history of 
Indian banking was nationalization of banks that makes way for the Indian Economy to enter in the 
top 10 economies of the world.  

Phases of Indian Banking System 

The advancement in the Indian banking system is classified into 3 distinct phases: 

1. The Pre-Independence Phase i.e. before 1947 

2. Second Phase from 1947 to 1991 

3. Third Phase 1991 and beyond 

 

1. The Pre-Independence Phase i.e. before 1947: 

This phase is characterized by the presence of a large number of banks (more than 600). 

Banking system commenced in India with the foundation of Bank of Hindustan in Calcutta (now 
Kolkata) in 1770 which ceased to operate in 1832. 

After that many banks came but were not successful like: 

(1) General Bank of India (1786-1791) 

(2) Oudh Commercial Bank (1881-1958) – the first commercial bank of India.  

Whereas some are successful and continue to lead even now like: 

(1) Allahabad Bank (est. 1865) 

(2) Punjab National Bank (est. 1894, with HQ in Lahore (that time)) 

(3) Bank of India (est. 1906) 

(4) Bank of Baroda (est. 1908) 

(5) Central Bank of India (est. 1911) 

While some others like Bank of Bengal (est. 1806), Bank of Bombay (est. 1840), Bank of Madras 
(est. 1843) merged into a single entity in 1921 which came to be known as Imperial Bank of India.  
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Imperial Bank of India was later renamed in 1955 as the State Bank of India.  

In April 1935, Reserve Bank of India was formed based on the recommendation of Hilton Young 
Commission (set up in 1926). 

In this time period, most of the bank were small in size and suffered from a high rate of failures. As 
a result, public confidence is low in these banks and deposit mobilization was also very slow. 
People continued to rely on the unorganized sector (moneylenders and indigenous bankers). 

2. The second phase from 1947 to 1991: 

Broadly the main characteristic feature of this phase is the Nationalization of the bank.  

With the view of economic planning, nationalization emerged as an effective measure.  

Need for nationalization in India:  

(a) The banks mostly catered to the needs of large industries, big business houses. 

(b) Sectors such as agriculture, small-scale industries and exports were lagging behind. 

(c) The poor masses continued to be exploited by the moneylenders. 

        Following this, in the year 1949, 1st January the Reserve Bank of India was nationalized. 

        Fourteen commercial banks were nationalized on 19th July 1969. Smt. Indira Gandhi was the 
Prime Minister of India, during in 1969. The following banks are nationalized: 

        Central Bank of India, Bank of India, Punjab National Bank, Bank of Baroda, United 
Commercial Bank, Canara Bank,Dena Bank, United Bank, Syndicate Bank,Allahabad Bank, Indian 
Bank, Union Bank of India, Bank of Maharashtra, Indian Overseas Bank 

       Six more commercial banks were nationalized in April 1980. These are mentioned below: 

1. Andhra Bank               

2. Corporation Bank                      

3. New Bank of India 

4. Oriental Bank of Commerce                             

5. Punjab & Sindh Bank                 

6.Vijaya Bank. 

        Meanwhile, on the recommendation of the Narasimham committee, Regional Rural Banks 
(RRBs) were formed on Oct 2, 1975. The objective behind the formation of RRBs was to serve the 
large unserved population of rural areas and promoting financial inclusion. 

        With a view to meet the specific requirement from the different sector (i.e. agriculture, 
housing, foreign trade, industry) some apex level banking institutions were also set up like: 



24 
 

(a) NABARD (est. 1982) 

(b) EXIM (est. 1982) 

(c) NHB (est. 1988) 

(d) SIDBI (est. 1990) 

Impact of Nationalization: 

Improved efficiency in the Banking system – since the public‘s confidence got boosted. Such as 

Agriculture, small and medium industries started getting funds which led to economic 
growth.Increased penetration of Bank branches in rural areas. 

3. Third phase 1991 and beyond: 

 This period saw remarkable growth in the process of development of banks with the 
liberalization of economic policies.  

 Even after nationalization and the subsequent regulations that followed, a large portion of 
masses is untouched by the banking services. 

 Considering this, in 1991, the Narasimham committee gave its recommendation i.e. to allow 
the entry of private sector players into the banking system. 

 Following this, RBI gave license to 10 private entities, out of which few survived the market 
demands, which are- ICICI, HDFC, Axis Bank, IndusInd Bank, DCB. 

 In 1998, the Narsimham committee again recommended the entry of more private players. 
As a result, RBI gave a license to the following newbies: 

 (a) Kotak Mahindra Bank (2001) 

 (b)Yes Bank (2004) 

 In 2013-14, the third round of bank licensing took place and in 2015, IDFC bank and 
Bandhan Bank emerged. 

 In order to further financial inclusion, RBI also proposed to set up 2 new kinds of banks i.e. 
Payment Banks and Small Banks. 

 In 2015, RBI gave in-principle licence to 11 entities to launch Payments Bank and granted 
'in-principle' approval to the 10 applicants to set up Small Finance Banks.  

Note: 

The RBI issued a license to the bank under Section 22(1) of the Banking Regulation Act, 1949, to 
carry on the business of Small finance bank (SFB) and Payments Bank in India. 

Indian Banking industry: 

As per the Reserve Bank of India (RBI), India’s banking sector is sufficiently capitalised 

and well-regulated. The financial and economic conditions in the country are far superior to any 
other country in the world. Credit, market and liquidity risk studies suggest that Indian banks are 
generally resilient and have withstood the global downturn well. 
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Indian banking industry has recently witnessed the roll out of innovative banking models 
like payments and small finance banks. RBI’s new measures may go a long way in helping the 

restructuring of the domestic banking industry. 

The digital payments system in India has evolved the most among 25 countries with India’s 

Immediate Payment Service (IMPS) being the only system at level 5 in the Faster Payments 
Innovation Index (FPII). 

Market Size: 

The Indian banking system consists of 27 public sector banks, 21 private sector banks, 49 
foreign banks, 56 regional rural banks, 1,562 urban cooperative banks and 94,384 rural cooperative 
banks, in addition to cooperative credit institutions (FY17 data).  In FY07-18, total lending 
increased at a CAGR of 10.94 per cent and total deposits increased at a CAGR of 11.66 per cent. 
India’s retail credit market is the fourth largest in the emerging countries. It increased to US$ 281 

billion on December 2017 from US$ 181 billion on December 2014. 

Investments/developments: 

 Key investments and developments in India’s banking industry include: 

 As of September 2018, the Government of India launched India Post Payments Bank (IPPB) 
and has opened branches across 650 districts to achieve the objective of financial inclusion. 

 The total value of mergers and acquisition during 2017 in NBFC diversified financial 
services and banking was US$ 2,564 billion, US$ 103 million and US$ 79 million 
respectively. 

 The biggest merger deal of FY17 was in the microfinance segment of IndusInd Bank 
Limited and Bharat Financial Inclusion Limited of US$ 2.4 billion . 

 In May 2018, total equity funding's of microfinance sector grew at the rate of 39.88 to Rs 
96.31 billion (Rs 4.49 billion) in 2017-18 from Rs 68.85 billion (US$ 1.03 billion) . 

Government Initiatives: 

 As of September 2018, the Government of India has made the Pradhan Mantri Jan Dhan 
Yojana (PMJDY) scheme an open ended scheme and has also added more incentives.  

 The Government of India is planning to inject Rs 42,000 crore (US$ 5.99 billion) in the 
public sector banks by March 2019 and will infuse the next tranche of recapitalisation by 
mid-December 2018. 

 
Achievements: 

Following are the achievements of the government in the year 2017-18: 

 To improve infrastructure in villages, 204,000 Point of Sale (PoS) terminals have been 
sanctioned from the Financial Inclusion Fund by National Bank for Agriculture & Rural 
Development (NABARD). 

 Between December 2016 and March 2017, a major drive was undertaken to boost use of 
debit cards, resulting in an increase in the number of Point of Sale (PoS) terminals by an 
additional 1.25 million by 2017 end from 1.52 million as on November 30, 2016. 
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 The number of total bank accounts opened under Pradhan Mantri Jan Dhan Yojana 
(PMJDY) reached 333.8 million as on November 28, 2018. 

Road Ahead: 

Enhanced spending on infrastructure, speedy implementation of projects and continuation of 
reforms are expected to provide further impetus to growth. All these factors suggest that India’s 

banking sector is also poised for robust growth as the rapidly growing business would turn to banks 
for their credit needs. 

Also, the advancements in technology have brought the mobile and internet banking 
services to the fore. The banking sector is laying greater emphasis on providing improved services 
to their clients and also upgrading their technology infrastructure, in order to enhance the 
customer’s overall experience as well as give banks a competitive edge. 
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Krishna District Central Cooperative Bank 

History: 

Krishna Cooperative Central (KCC) Bank was formed in the year 1915 by Sri Dr. 
BhogarajuPattabhiSeetharamaiah at Machilipatnam and Vijayawada Cooperative Central (VCC) 
Bank was formed by Sri AyyadevaraKaleswara Rao in the 
year 1918 at Vijayawada.  Consequent to introduction of 
Single Window Credit Delivery System by the Govt. of 
A.P in the year 1987, the erstwhile KCC Bank, VCC Bank 
& 14 erstwhile PADBs were merged and on the principle 
of one Bank for one revenue district, The Krishna 
District Co-operative Central Bank Ltd., (Krishna 
DCCB) started functioning with Machilipatnam 
as Head Quarters and regional office at vijayawada. 

The Krishna District Co-operative Central Bank Ltd., with its Head Office at 
Machilipatnam, an affiliated District Co-operative Central Bank of the Andhra Pradesh State Co-
operative Bank Ltd., Hyderabad in the State of Andhra Pradesh, is one of the pioneering institutions 
in the State, catering to the Agricultural Credit in Krishna District which is considered to be the 
Rice Bowl in the State of Andhra Pradesh.The Krishna District Co-operative Central Bank Ltd., 
(Krishna DCCB) started functioning with Machilipatnam as Head Quarters and regional office at 
vijayawada.  

 

 

 

 

Our Mission 
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“Our Mission is to be a strong, sound, vibrant and leading organization of the 

Cooperative Credit Structure. To function as a friend, philosopher and guide to the affiliated 
societies for promoting sustainable rural prosperity through effective banking”. 

Financials 

Krishna DCCB is the biggest DCCB in the State of A.P. not only in terms of no. of 
Branches (58 Brs.), no. of PACS (425 PACS after restructuring), but also in terms of deposits Rs. 
1937.25 Crores ( as on 31.03.2019), advances of Rs. 3201.20 Crores (as on 31.03.2019) and 
business levels of Rs.  4555.98 Crores. 

Savings Account 

This facility is available to customers to deposit and withdraw money as per their 
convenience. The facility is extended with or without cheque book as per the needs of the customer. 
Prompt and courteous service awaits our customers at our Branches… 

Person In Charge: Sri A.Md. Imtiaz, IAS 

AWARDS 

 Best Bank in all Portfolios Awarded by NABARD on the Eve of 38th 
NABARD foundation day. 

 First place winner in Overall Best Performance by NAFSCOB 

 6 times NABARD's“Best Performance Award” Winner Bank 

CEO award 

 Third place winner in Overall Best Performance by NAFSCOB 2015-16 

 Best performance award by NABARD for SHG-Bank Linkage in AP. 

 CEO for the Best Performance in financing to SHGs during 2017-18. 
 District Collector felicitating the CEO for over all best performance in district 

for financing under welfare schemes. 

Objectives: 

 Auto Finance agricultural credit a short term, medium term and long term and 
other types of loans to the members and member. 

 To raise funds by way of donations, grands, deposits, loans, cash credit, 
overdrafts and advances from individuals or any financing agency related by RBI or 
government / central government. 

 To receive any grands, deposits, neither loans nor any other financial support 
from the state Government / Government of India. 

 To open branches as per the guidelines of the NABARD/ RBI and also 
regional offices, extinction counters and ATMs whenever necessary. 
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 To guarantee the loans and advances to be made to the members by any other 
agency. 

 To advise, develop, assist, co-ordinate, supervise and inspect the functioning 
of the affiliated societies. 

Membership eligibility: 

 All thePACSs another cooperative societies within the area of operation of 
the bank shall be eligible for membership of the bank. 

 It shall also be open to the state government to take shares in the bank 
directly. Provide that the share capital so received from the government shall not at any time 
be more than 25% of total paid up share capital of the bank. 

 Individuals, informal group such as self help groups, raitumitra groups, and 
joint liability groups, Non governmental organizations working for the Welfare of farmers 
and registered society can also become the associate member of the bank without voting 
rights. 

 

Admission  of members 

 Every application has admission as member to the bank shall be made in the 
prescribed form along with such information as prescribed by the bank and Shall be address 
to the CEO. 

 The CEO shall cause to maintain separate registers for members and 
Associate members. 

 Admission of members and allotment of shares to them shall be done by the . 
The member will be entitled for the service from the bank, subject to availability. 

 The bank shall, while admitting the members follow the know your customer 
norms stipulated by RBI from time to time. 

Share capital: 

 The authorised share capital of the bank shall be rupees hundred crores made 
up of 20 lakh ' A ' class shares of Rs. 500/- each. 

 The value of 'B' class share be Rs.100/-each. Each depositor holding a 
savings or fixed term deposits shall have a minimum of one 'B' class share be given a status 
of associate member. 

Share Certificate: 

 The share certificate bearing distinct serial numbers duly signed by the so 
subscribe of the bank along with one director of the bank and with the seal of the bank shall 
be issued to every member of the share taken after the full value of such have been. 

 If a share certificate is either lost or destroyed or duplicate certificate may be 
issued after obtaining and indemnity bond, in this behalf full stop if any certificate is worn 
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out or damaged, the CEO main cancel it hand issue duplicate certificate in lieu there of on 
surrendering the certificates so worn out or damage. For every duplicate certificate so bye 
law, a fee of Rs.50/- shall be collected after recording such insurance in the share register. 

 

Transfer and withdrawal of share: 

 A member has held such share for not less than one complete financial year 
and the transfer is made only to a member of the bank. 

 The withdrawal of share held by the state government shall, however, be on 
such terms and conditions as may be laid down by the RBI / NABARD from the time to 
time which shall be binding on the bank. 

 The bank reserves the right to set-off the values of shares towards any 
undercharged obligation for payment due against the bank. 

 Funds: 
 Share capital. 
 Deposits from individuals, Institutions, associations, bodies, members and 

Associate members and others per RBI regulations. 
 Borrowings. 
 Income from banking and allied activities and miscellaneous receipts. 
 Reserves and reserve funds. 

Borrowings;: 

 The bank may, from time to time borrow money for the use of the bank from 
the Apex Bank or any other commercial bank/ Financial Institutions regulated by the RBI 
and level refinance from NABARD or any other refinancing agency directly or through any 
RBI regulated financial institution of its choice with the approval of the  on such terms and 
conditions as mutually agreed to between the bank and the lender, the documents 
agreements, instruments etc., in this behalf shall be signed by the CEO and other officers as 
authorised by the  of the bank. 

Investments: 

The bank May invest or deposit its funds in any Financial Institutions regulated by RBI 
of its choice with minimum networth and other criteria prescribed by NABARD from time to time 
and not necessarily with Federal society to which it is affiliated. For this purpose the bank shall 
formulate and periodically update an investment policy in accordance with instructions prescribed 
by RBI. It shall not invest in any institution or in any instrument that are not regulated by RBI. 

Maximum borrowing limit: 

The maximum borrowing limit of the bank shall be 25 times of the aggregate paid up 
capital and reserve fund. However, the bank shall add her to the capital adequacy norm prescribed 
by RBI from time to time. 
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Code of Governance: 

The ultimate authority in all matters relating to the administration of the bank vest in the 
General Body. It shall not, however, interface with the powers of the vote, the president and in 
respect of matters delegated to them through the act, rules, bye laws are matters falling under the 
purview of RBI / NABARD / government. 

The General Body member elects directors and the  of directors elects the president. 
Therefore the president is responsible to the  and go to the General Body of the DCCB. The  intern 
appoints the CEO of in accordance with the fit and proper criteria. 

Powers to amend bye laws: 

And amendment to bye laws of the bank, for which period notice has been given to 
members indicating a reasonable idea of the nature of the amendment proposed shall be considered 
by its General Body at its meeting carried by 2/3rd of the members present and voting. Such 
amendment shall be sent to the register for registration within 30 days from the date of meeting and 
it shall come into force on the day on which it is registered. 

Composition: 

The general body shell consist of all members and Associate members having voting 
rights in accordance with the provisions of fact. However, the government nominee on the boat 
shell form part of general body but well will not have voting rights. 

Meeting and quorum: 

The frequency of meetings and quorum there off shall be as per the provisions of the act 
and the rules. 

The ultimate authority in all matters relating to the administration of the Bank rests in 
the the general Body. It's not, however, interfere with the powers of the . The president and this is in 
respect of matters delegated to them through the act, rules, bye laws aur matters falling under the 
purview of RBI/NABARD government. 

The General Body members select the directors and the  of directors elects the president 
therefore the president is responsible to the  and the  today General Body of the the DCCB. The  in 
turn appoints the CEO in accordance with the fit and proper criteria fixed by RBI. The so is there 
for responsible to the .The  should define the role and responsibilities of the CEO and should also 
draw boundaries under the sea should exercise is judiciary and other powers so that the objectives 
and goals of the organization are achieved. 

A.General Body: 

1. Subject to the other provisions of the act, the General Body, in the manner prescribed 
commercial deal with the following matters. 
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 Election of the member of the . 

 Considerations of audit report other statutory reports and the annual report. 

 Disposal of net profits to funds required for improving the net worth / owned 
funds. 

 Amendments to bye laws. 

  Affiliate or disaffiliate with a federal Society of the choice. 

 Election of delegates to the federal society or other societies. 

 Decision on bad debts considered irrevocable. 
 Review of attendance of committee members. 

 Review of all overdue and defaulters. 

Conduct of Meetings: 

 General Meeting any is called at any time by the  with a notice of 15 clear 
working days specifying the date, time and place of the meeting and also agenda and notice. 
All the notices for General Meeting shall be sent to all the members under certificate of 
posting and or by publishing into two daily news papers. The notice of meeting shall be 
deemed sufficient proper if sent to the address given by the members, it being their duty to 
keep the bank informed of any change in their addresses. 

 General Meeting called on receipt of requisition in writing shall be as per the 
provisions of the act and the rules. 

 In case of amendments to bye laws the notice shall give the members 
reasonable idea of the nature of the amendments proposed. 

Record of procedure 

The  proceedings of the General Meeting shall be recorded in the Minutes book 
maintained with the CU and signed by the president of the meeting concerned at the the laws of the 
proceedings. The resolution so fast by the General Body shall be displayed on the notice  of the 
head office and shall be available for inspection aur verification by the members. 

B.  Of Directors 

Management: 

 The management of the bank shall vest in the  consisting of such number of 
members and with such composition of members as prescribed in the act and the rules. 

 There shall be only one government nominee on the Managing committee of 
the bank as longest the the equity of government continuous provided that the existing 
nominees as on the date of amendment to the [ Act No 16 to 2007] on the Managing 
committee shall continue till the expiry of their current term  however they shall not have 
any  voting rights in any election or in the the motion of no confidence. 

Term of : 
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 The term of the office of the committee shall be 5 years from the date of 
election of the members of the committee. On the members of the  and President other than 
those nominated by the government Shall be elected at one and the same time, as provided 
in the act and rules for the specific period of 5 years. 

 Any in term vacancy on the  shall be filled up by the cooperation from the 
delegates of the respective groups for the unexpected portion of the original period the 
proceedings of the  shall not be invalidated on account of any vacancy aur vacancies on the  
remain unfilled. 

 The resignation letter submitted by the president / any member or members 
of the  shall be process random decided as per the provision of rule 23-AAA of APCS 
Rules,any nominated member of the  may, at any time, resign from his office by sending a 
letter of resignation to the the register under copy to the CEO of the bank, but such 
resignation  effect from the date it is accepted by the register. 

 The registrar shall ensure that the regularity description of the RBI including 
their winding up or suspension of the managing committee are implemented and the 
liquidator / special officers, as in the case may be, is is appointed within one month of being 
so advised by RBI. 

 Suspension of the  of the bank by RCS under any other provision of the 
APCS act 1964 shall be done only  in consultation with RBI. 

 The registrar shall conduct election to the bank before the expiry of the term 
of the existing managing committee and in case of supervision of managing committee; the 
registrar shall conduct election invariably within 6 months from the date of supervision. 

Meeting and Quorum: 

 It shall be the duty of the President of the Bank to call the meetings of the 
boat so that at least one meeting is held in every three months of the  with business of the 
bank. However, extraordinary / emergency meeting may be convened by the president 
giving such notice as is convenient. The president shall call for a meeting of the boat within 
15 days after receipt of requisition in writing signed by at least 12 members of the  Aur Bi 
register for Apex Bank (Financing Bank)for such a meeting. 

 The president or in his absence vice-president shall provide over all meetings 
of the  and in the absence of the president and the vice-president,a chairman shall be elect 
from among those present. 

Disqualification: 

The disqualification for membership of the  shall be as prescribed in the Act / by law 
yes amended from time to time. 

Removal: 

 Director or directors who do not fulfill the fit and proper criteria stipulated by 
RBI / NABARD shall be removed by the  on its own or at the request of the RBI/ NABARD 
the bank shall remove such director. 
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  Member of the  representing a Cooperative credit society on the the 
managing committee of bank  shall be disqualified by the registrar in the event of such 
society committing a default for a period exceeding 1 year. 

 A member of the  representing a society other than PACS on the managing 
committee of bank shall be disqualified by the registrar in the event of such society 
committing default for a period exceeding 90 days on the initiation of such default by the 
CEO of the bank. 

Cessation of the membership of the committee and reinstatement: 

Where are member of the the committee absents himself from 3 consecutive meetings of 
the committee, he shall cease to be a member of the committee. He may have a work, be reinstated 
by the committee in the manner described that is the fact shall be intimated to the the member 
concern and it shall be reported by the CEO at the next meeting of the . With the reply received 
from the member. 

 

Powers and functions: 

The word is expected to concentrate on broader issues of policy direction, laying down 
plans, major strategic and business decisions. The  shall, subject to the provisions of the act, rules, 
bye laws and resolutions of the the general body exercise the following powers and functions and 
members of the  shall be collectively accountable for their decisions. 

 Admission of members. 
 Allotment of shares to members and transfer of shares. 
 Disqualified under Section 21 of the act. 
 Raise funds, advance loans and investments as prescribed in bye law numbers 

10, 11 and 12. 
 Conduct general meetings as prescribed in the Act. 
 Cause the audit of the the accounts of the bank by the chartered accountant 

selected from the panel approved by the RBI / NABARD within time prescribed and place  
the report before the General Body.  

 Decide matters  connected with the day-to-day management of the bank.  
 Suspension of any officer or servant of the bank under section 59 as  the 

service regulation approved.  
 Prepare the list of defaulters and published the same as prescribed and placed 

before the General Body . 
 Review all outstanding loans and ensure coverage of legal on all overdue 

loans and advances.  
 Place annual report annual financial statements annual plan and budget 

before the General Body.  
 Prepare and place before the General Body information for reports for 

statements are proposals relating to : 
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o Disposal of properties.  
o Defects in cash and storks.  
o Write off bad debts.  
o Removal of membership. expulsion of member who has acted adversely to 

the ban and etc. 

The  shall have  autonomy to the interest of the matter subjects to the guidelines of RBI 
/ NABARD in the following cases .  

 Interest rates on deposits and loans. 
 Borrowings and Investments . 

 Loan policies and individual loan decisions.  

 To appoint committee is as per the direction of the RBI / NABARD.  

 

 

Notice of Meetings: 

the notice should be sent to the members at least 15 clear days before the meeting  7 
days in  in case of meeting of the . All the  the notice for meetings Shelby  send by one of the 
following modes namely : 

1. For  meeting 

 By local delivery. 

 By registered with acknowledgement due. 

 By courier. 

2. For general meeting 

 Under certificates posting. 
 By publication in two daily newspapers. 

The notice meeting shall be deemed sufficient and proper if sent to address given by the 
members it being their daily duty to keep the bank informed of any change in there address, any 
subject of urgent and important nature not include in the agenda except the bye law service matter 
and write off of assets main with the permission of the chairman of the subject so brought up shall 
be Deemed to be subject for discussion at the next meeting. 

Committees 

The compositions of the committees will be as per guidelines of RBI / NABARD and it 
main consist of directors bank officials or both. These, committed may meet as frequently as 
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required and as per RBI. These committees will examine the issues in detail and make a specific for 
consideration of the issues. 

1.Human Resource Development Committee: 

It Lays down the norms and guidelines for recruitment promotion placement and 
transfer of persons working in the bank RBI. It will also here appeals made to the  and take such 
decisions as a appropriate for communication through the . 

2.Audit Committee: 

The audit committee shall review and ensures observations in internal audit report of 
financing bank and NABARD and such other issue  which are required to be placed  this instruction 
of  resolution of the .  

3. Risk management committee: 

The competition exam in the credit risk market risk and operational risk as per the 
directives of the RBI from time to time and should review the risk attendant on any new products 
related by the bank . 

4. Asset liability management committee: 

Asset liability mismatch should be reviewed on and going basis and the mismatches 
should be rectified and the  is informed periodically.  

5. Technology management committee: 

This committee is responsible for overseeing the computerization of PACS and DCCBs; 
selection of hardware and software; tendering process; seamless integration of manual accounting 
practices with the computerized systems and the MIS. 

6. Investment committee: 

Investment committee scheduled on the norms and guidelines of investment policy for 
the bank with theme  the directors of RBI / NABARD and  shall review and ensure compliance of 
the same.   

7. Loan policy committee: 

It Lays down the norms and guidelines  for issue of loans and advances within the directors 
of RBI, NABARD and also bye-law and act and rules  specifically mentioning the following : 

 Norms for eligibility of the members to avail of various loans and advances 
including terms and conditions, as for the term prescribed by NABARD and flash  are higher 
financing agency.  

 The rates of interest on various loans and advances.  
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 The period of repayment of loans and advances to members subject to such 
guidelines  issued by the NABARD and higher financing agency from time to time.  

 Any extinction of term repayment of Crop loans for term loans in the event of 
occurrence of natural calamity and shall be made according to the procedure described by 
NABARD / hire financing agency.  

 Wish you a bank guarantees to members as per the terms prescribed by NABARD 
and / higher financing agency.  

 Responsibilities of the directors: 
 The directors should attend the  meetings regularly and effectively perform their 

functions with the spirit of cooperation. 

   Approve the business development plan of the bank annually.   
 Monitor the performance of the bank at quarterly intervals of such irregularity as 

warranted . 

 Analyse the economic trends, annual budget of both the state and Central 
governments in order to guide the business development of the bank.  

 Observance of cash reserves and started in liquid duty ratio. 

   Efficient management of funds and improving profitability. 

 The  should frame up investment policies and credit policies and ensure their 
compliance.  

Other responsibilities of Directors: 

i. Disclosure of interest by director, every director of a Cooperative who is 
anyway come  weather directly or indirectly, concerned or interested in a construct 
arrangement, or proposed contract are agreement entered into or to be entered into, by or on 
behalf of the Cooperative commercial disclose the nature of his concern or interest at a 
meeting of the  of directors.  

ii. Interested director not to be present in boats proceedings; no director of a 
Cooperative arrangement entered into, or to be entered into by or on behalf of the 
Cooperative, if he/she is anyway, whether directly or indirectly, concerned or interested in 
the contract  arrangement. 

Role and responsibilities of President: 

i. The president shall preside over the  and General Body Meetings. 
ii. The president shall exercise the powers to him by the  and report to the  in the 

prescribed format get such intervals as stipulated a summary of exercise of power.  
iii. The president shall sign any report which relates to the functioning of your 

performance  assessment of the CEO. 
iv. In case of emergency the president at the recommendation of the CEO of the 

bank takes resolution by circulation.  

Role and responsibilities of CEO: 
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 The Chief Executive Officer  ( CEO)is responsible for the day today management of 
the bank.  

 He should keep the  informed fully about the critical areas of business  development 
and risk management issues.  

 He is responsible for proper and the timely execution of the policies formulated and 
resolution adopted by the . 

 He shall be responsible for implementing the instructions received from the 
regulators and supervisors via, state and Central Government, Reserve Bank of India and 
NABARD, Apex bank and financing agency, where applicable . 

 He shall be responsible for the preparation office staff manual where all the duties 
and responsibilities of all the employees and officials should be spell out keeping in view the 
guidelines by the  or its constituent  committee.  

 The CEO should work in closed  liaison  with the various committee set up by the  
and keep the committee is fully informed of the relevant aspects.  

 He shall have powers to . 

 Issue appointment orders as per the recruitment made by the recruitment committee 
of the  subject to the approved staffing pattern. 

 Initiate / take disciplinary  action as per the services regulation .  

 Social cause proper functioning of all the branches of the bank.  
 He shall be responsible for periodical balancing of all accounts and closing of banks 

books of accounts as required under the BR Act and etc. 
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Conceptual Aspects of Financial Statement Analysis 

Financial statement as used in corporate business houses refer to a set of report and 

schedules, which an accountant prepares at the end of the period of time for a business enterprise. 

The financial statements are the means with the help of which the accounting system performs its 

main function of providing summarized information about the financial affairs of the business. This 

statement comprise balance sheet or position statement and profit and loss account or income 

statement. In India every company has to present its financial statements in the form and contents as 

prescribed under section 211 of the companies Act,1956. 

Analysis of Financial Statement: 

Financial Analysis is to be determined the significant operation and financial characteristics 

of a firm from accounting data. It is a technique typical devoted to evaluate the past, current and 

projected performance of a business firm. Financial Analysis is an attempt to determine the 

significance and meaning of financial statement data so that forecast may be made of the future 

prospects for earnings ability to pay interests and debit maturities and profitability. 

Published financial statements are the only source of information about the activities and 

affair of a business entity available the public shareholders investors and creditors and the 

government. This various groups are interested in the progress, position and prospects of such entity 

in various ways. But these statements howsoever correctly and objectively prepared by themselves 

do not reveal the significance meaning and relationship of the information contained therein. For 

this purposes financial statements have to be carefully studied dispassionately analyzed and 

intelligently interpreted. 

          Financial analysis results in the presentation of information by arranging financial statement 

data in systematic manner that aids business managers. Investors financial statement can provide 

valuable insights into a company’s performance. 

Objectives of Financial Analysis 

 To estimate the earning capacity of the firm 

 To gauge the financial position and financial performance of the firm 

 To determine the long-term liquidity of the funds as well as solvency 

 To determine the debt capacity of the firm 

 To decide about the future prospects of the firms 
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Types of Financial Statement Analysis: 

A distinction may be drawn between various types of financial analysis and it may be as under: 

According to the nature of the analyst and the material used by him 

External analysis 

It is made by those who do not have access to the detailed record of the company. This group,  

which has to depend almost entirely on published financial statement, includes investors, credit 

agencies and government agencies regulating a business in nominal way. 

Internal analysis 

                   The internal analysis is accomplished by those who have access to the books of 

accounts and all other information related to business. while conducting this analysis the analyst is 

an apart of the enterprise .Executives  and employees of the enterprise conduct it. 

According to the Modus Operandi of Analysis  

Horizontal analysis 

                  When financial statements for a number of years are reviewed and analyzed. The 

analysis is called ‘Horizontal Analysis’. As it is based on data form year to year rather than on one 

date or period of time as a whole this is also known as Dynamic Analysis. 

Vertical Analysis 

                  It is frequently used for referring to ratios developed for one date or for one accounting 

period. It is also called ‘Static Analysis’.  This is not very conductive to proper analysis of the 

firm’s financial position and its interpretation, as it does not enable to study data in perspective. 

According to the Objective of Analysis 

Long-term analysis 

This analysis is made in order to study the long-term financial stability, solvency and liquidity as 

well as profitability and earning capacity of a business. The objective of this analysis is to know 
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whether the firm will be able to earn a minimum amount, which will be sufficient to maintain a 

reasonable rate of return on the investment. 

Short-term analysis  

This analysis is made to determine the short-term solvency stability, liquidity and earning capacity 

of the business. The requirement or not and sufficient borrowing capacity to meet contingencies in 

the near future. 

Parties interested in Financial Analysis 

                    Financial analysis is the process of identifying the financial strengths and weaknesses 

of the firm by properly establishing relationships between the items of the balance sheet and the 

profit and loss account financial analysis can be undertaken by management of the firm or parties 

outside the firm that is owner’s  creditors, investors and others. 

Financial Executives 

                   The first party interested in the financial analysis in the finance department of the 

business concern who have a deep insight into the financial condition of the enterprise and a view 

of the past performance which helps in future decisions making. 

Management 

                   The management of the concern is also interested in the analysis of the statements 

because it helps them in reaching conclusions regarding the overall operation of the business. The 

management is interested on every aspect of the financial analysis it is there overall responsibility to 

see that the resources of the firm are used most effectively and efficiently and the firm’s financial 

position is sound. As such return on analysis is very important for them. 

Creditors 

                 Creditors also evaluate the financial statements and on the basic of these financial 

statements they come about the credit worthiness of the business enterprises and chosen to extend 

maintain or restrict credit. Creditors will be interested to give credit for those business enterprises 

having sound financial position and having capable of being repayment of their credit. Some of the 

aspects of enterprise operations that are of interest of the creditors are liquidity of funds soundness 

of the financial structure, profitability of the operations effectiveness of working capital 
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management etc. the bankers and trade creditors of a business enterprise are interested in its cash 

generation and credit worthiness. 

Suppliers of the long-term debt 

On  the other hand are concerned with firm’s long-term solvency and survival. They analyze the 

firm’s profitability overtime. Its ability to generate cash to be able to pay interest and repay 

principal and the relationship between various sources of funds.  Long-term creditors do analyze the 

historical financial statements. But the place more emphasis on the firm’s projected or performa  

financial statement to make analysis about its future solvency and profitability. 

Investors  

                 Investors present as well as prospective are interested in the measurement of earning 

capital of securities. Every investors has the tendency to get fair return on his or her investment. 

Investors have been increased concerned with the cash generation capability of an enterprise 

primarily in terms of the flexibility availability to such enterprises to acquire other business and 

new assets on an advantageous basis for this purpose each cash flow analysis and fund flow analysis 

are very useful. 

Government  

                 The financial statements are used to assess the tax liability of business enterprise. The 

government studies economic situation of the country from these statements enables the 

government to find out whether business is following various rules and regulations. 

Bankers 

                The banker is interested to see that the loan amount is secure and the customer is also able 

to take the interest regularly. The banker will analysis the balance sheet to determine financial 

strength of the concern and profits and loss account will also be studied to fine out the earning 

position. 

               The information provided by the analysis and interpretation of various financial statements 

is important and useful to those groups also that are interested in working of the business due to one 

or other motive. 
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Importance of Financial Analysis  

                Financial analysis is very important for the management, shareholders, creditors, 

investors and general public.  Following are important points in this regard: 

1.  It simplifies summarizes and systematizes a long array of accounting figures which prove very 

useful to the interested parties as it helps them in arriving at valuable decision. 

2. Financial analysis is invaluable aid to the management in discharge of its basic function of 

forecasting, planning, coordination communication and control. 

3. It identifies the financial health of enterprise by evaluating important aspects of business like 

liquidity, solvency, profitability, capital gearing etc. such as evaluation enables conclusion to be 

drawn regarding financial health of business. 

4. The process of analyzing financial statements involves the preparation and interpretation of 

meaning devices such as ratios and trend percentages. So with the preparation of meaning devices 

the data become easy to establish its relationship and other data can be easily ranked in terms of its 

relative significance. 

5. Without analysis of financial statements it is impossible to interpret the financial statement 

figure. Therefore interpretation requires analysis. 

Procedure of Analysis 

                       The process of analyzing financial statements involves the rearing, comparing and 

measuring the significance of financial and operating data interpretation. 

The procedure may be as under: 

1. Deciding upon the extent of analysis: 

                       The depth object and extent of analysis have to be determined so that the scope of the 

analysis. Tool of analysis and the amount and quality of financial data required could be 

determined. 
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2. Going through the financial statement: 

                    Before analyzing and preparing any statement or composing financial ratios. It is 

necessary to go through the various financial statement of the firm. 

3. Collection of necessary information: 

                     Other useful information that cannot be revealed from financial statement but it is 

useful for analysis has to be collected from management. 

4. Rearranging of financial data: 

                    The data available has to be rearranged in useful manner before analysis and 

interpretation. 

5. Analysis: 

                   In this step the actual analysis is made for which any technique such as comparative 

financial statements, trend analysis, ratio analysis and cash flow statement. Statements of change in 

working capital etc can be used. 

6. Interpretation: 

                  After analysis interpretation is done and conclusions are drawn. These interpretation are 

of vital importance to the management, shareholders, workers etc. to known the relative worth of 

the company.  

Tools of Financial Analysis 

 Comparative financial statements 

 Common  size financial statements 

 Trend analysis 

 Ratio analysis 

 Cash flow statement 

 Funds flow statement 
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They may be discussed as under: 

Comparative Financial Statement 

Statements prepared in a form that reflects financial data for two or more periods are known as 

Comparative Statements. Financial data become more meaningful when compared with similar data 

for a previous period or a number of prior periods. Annual data can be compared with similar data 

for prior year. Comparative statements can be prepared for both types of financial statement balance 

sheet as well as profit and loss account. The comparative balance sheet shows the effect of 

operations on the assets and liabilities that is change in the financial position during the period 

under consideration. The comparative profit and loss account will present a review of operating 

activities of the business. 

                 These financial statements are so designed as to provide time perspective to the various 

elements of financial positions contained therein. These statements given the data for all the periods 

stated so as to show: 

 Absolute money values of each time separately for each of the period stated 

 Increase and decrease in absolute date in terms of money values 

 Increase and decrease in terms of percentages 

 Comparison expressed in ratios 

 Percentage of totals 

Such comparative statements are necessary for the study of trends and direction of 

movement in the financial positions and operating results. These calls for a consistency in 

the practice of preparing these statements, otherwise comparability are distorted. 

Comparative statements enable horizontal analysis of figures. 

Comparative Income Statements 

               The income statement discloses net profit or net loss on account of operations a 

comparative income statement will show the absolute figures for two or more periods, the absolute 

change from one period to another shown in terms of percentages. The figures for two or  more 

periods are shown side by side so that reader can quickly ascertain whether sales have increased or 

decreased, whether cost of sales has increased or decreased etc. 
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Comparative Balance Sheet 

                The comparative balance sheet shows the different assets and liabilities of the firm on 

different dates to make comparison of balances from one date to another. The comparative balance 

sheet has two columns for data of original balance sheets. A third column is used to show change 

(increase/decrease) in figures. The fourth column may be added for giving percentages of increase 

or decrease. 

              While interpreting comparative balance sheet the interpreter is expected to study the 

following aspects: 

 Current financial position and liquidity position 

 Long-term financial position 

 Profitability of the concern 

(i) For studying current financial position or liquidity position of a concern one should examine the 

working capital in both the years. Working capital in the excess of current assets over liabilities. 

(ii) For studying the long-term financial position of the concern, one should examine the changes in 

fixed assets, long-term liabilities and capital. 

(iii) The next aspect  to be studies in a comparative balance sheet is the profitability of the concern. 

The study of increasing or decreasing in profit will help the interpreter to observe whether the 

profitability has improved or not. 

              After studying various assets and liabilities, an option should be formed about the financial 

position of the concern. 

Common Size Financial Statements 

               Comparative statements that give only the vertical percentage of ratios for financial data 

without giving rupee values are known as Common Size financial statements. They are also known 

as 100% statements. A common size statement shows the relation of each component to the whole. 

It is useful in vertical financial analysis and comparison of two business enterprises at a certain 

date. 

              In a common size balance sheet, total of assets or liabilities is taken as 100 and all the 

figures are expressed as percentage of the total. Comparative common size balance sheets for 
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different periods help to highlight the trends in different items. If it is prepared of different firms in 

an industry it facilities to judge relative soundness and helps  in understanding their financial 

strategy. 

The following articles explain how to use common size analysis in practice: 

1. Vertical Common Size Income Statements  show how to express the income statement as a 

percentage of sales and use this data to Analysis Company’s performance over time. 

2. Horizontal Common Size Income Statements demonstrates how to express the financial 

statements in each year as a percentage of a given base year. This permits an investor to see if 

certain expenses, assets or liabilities are growing faster than others. 

3. Common Size Balance Sheets can be used to compare companies even when they use different 

currencies. 

4. Using Common Size Statements to forecast earnings show how to do just that. 
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Chapter 5:  

Data analysis And Interpretation 
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Comparative Balance sheet for the period 2014-2015 

Particulars 2014 2015 
Increase/decrease in 

rupees 

Increase/decr

ease in 

percentages 

Assets:     

Fixed assets 118178778 108646356 -9532422 -0.85 

Current assets:     

Cash balances 148609066 204470317 55861251 37.58 

Balances 490969690 789473644 298503954 60.79 

Investments 4797046632 5289889732 492843100 10.27 

Advances 14506372366 13979456190 -526916176 -3.63 

other assets 55948465 581447753 525499288 939.25 

Total current 

assets 
1999894622 2084473764 1899623769 94.98 

Total assets 20620661179 20953383993 332722814 1.61 

Liabilities:     

Share capital 742933052 79391235 53458183 7.19 

Reserve and surplus 1778393488 1914549429 13615441 0.76 

Total capital 2521326540 270846164 67073624 2.66 

Deposits 8649477956 10754198553 21047505977 24.33 

borrowings 8813137391 6690285531 -2122851860 -24.08 

Other liabilities and 

provisions 
636719291 797959543 161239952 25.32 

Total liabilities 20620661179 20953383993 332722814 1.61 
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Interpretation: 

                      The analysis of   balance sheet of 2014 with 2015 shows that there is a 94.98% 

increase in current assets out of total current assets, the major increase are observed in other assets 

and cash balances. 
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Comparative Balance sheet for the period 2015-2016 

Particulars 2015 2016 
Increase/decrease 

in rupees 

Increase/dec

rease in 

percentages 

Assets:     

Fixed assets 108646356 111948075 3301719 3.03 

Current assets:     

cash balances 204470317 231424998 26951681 13.18 

Balances 789473644 740959252 -48514392 -6.14 

Investments 5289889732 9847887432 4557997700 86.16 

Advances 139799456190 16775034642 2795578452 19.99 

Other assets 581447753 333056424 -248391329 -42.71 

Total current 

assets 
1466647376 1782371084 7677433554 52.34 

Total assets 20953383993 28040307825 7086923832 33.82 

Liabilities:     

Share capital 796391235 971615571 175224336 22.00 
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Reserve and 

surplus 
1914549429 1857643978 -56905451 -29.72 

Total capital 1994188553 2829259549 232129787 11.64 

Deposits 10754198553 14358690879 3604492326 33.51 

Borrowings 6690285531 10441182451 3750896920 56.06 

Other liabilities 

and provisions 
797959243 411174943 -386784300 -48.47 

Total liabilities 20953383993 28040307825 7086923832 33.82 

 

 

 

 

 

 

 

 

 

 

Interpretation: 

The analysis of balance sheet of 2015 with 2016 shows that there is a 52.34% increase in current 

assets out of total current assets. The major increase is observed in advances.  
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Comparative Balance sheet for the period 2016-2017 

Particulars 2016 2017 
Increase/decrease 

in rupees 

Increase/decr

ease in 

percentages 

Assets:     

Fixed assets 111948075 147745460 35797385 31.97 

Current assets:     

Cash balances 231421998 231338098 -83900 -0.03 
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Balances 740959250 1473388254 732429002 98.84 

Investments 9847887432 8961890168 -885997264 -8.99 

advances 16775034642 19954685862 3179651220 18.95 

Other assets 333056424 1225210826 892154402 267.80 

Total current 

assets 
2792835975 3184651321 5031135788 180.14 

Total assets 28040307825 31994258669 3953950844 14.10 

Liabilities:     

Reserve and 

surplus 
971615571 1129202900 157587329 16.21 

Share capital 185764378 1202116318 -655527660 -35.28 

Total capital 1157379949 2331319218 813114989 70.25 

Deposits 14358690879 16758174114 2399483238 16.71 

Borrowings 10441182451 11124675743 683493292 6.54 

Other liabilities 

and provisions 
411174943 1780089590 1368914647 332.92 

Total liabilities 28040307825 31994258669 3953950844 14.10 
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Interpretation:  

The analysis of balance sheet of 2016 with 2017 shows that there is a 98.84%  increase in balances 

with due money  out of total current assets. The share capital was decreased by -35.28% out of total 

capital. 
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Comparative Balance sheet for the period 2017-2018 

Particulars 2017 2018 
Increase/decrease 

in rupees 

Increase/decr

ease in 

percentages 

Assets:     

Fixed assets 147745460 185601056 37855596 25.62 

Current assets:     

Cash balances 231338098 183820500 -47517598 -20.54 

Balances 14733388254 1278076180 -195312074 -13.25 

Investments 8961890168 8631670187 -330219981 -3.68 

advances 19954685862 25678292642 5723606780 28.68 

Other assets 1225210826 1381947306 1259436480 102.79 

Total current 

assets 
3184646378 3715380682 7556092913 237.26 

Total assets 31994258669 37339407872 5345149203 16070 

Liabilities:     

Share capital 1129202900 1391827261 262624361 23.25 

Reserve and 

surplus 
1202446318 136093674 158797356 13.20 

Total capital 2331649218 1527920935 421421717 18.07 

Deposits 16758174117 17321427748 563253631 3.36 

Borrowings 11124675743 15152426542 4027750799 36.20 

Other liabilities 

and provisions 
1780089590 211281646 332723056 18.69 

Total liabilities 31994258699 37339407872 5345149173 16.70 
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Interpretation: 

The analysis of balance sheet of 2017 with 2018 shows that there is a 102.79% increase in other 

assets and 28.68% increase in advances and cash balances, investments and balances with due 

money is in decreasing stage  out of total current assets. The borrowings are  increased by 36.20%. 
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Comparative Balance sheet for the period 2018-2019 

Particulars 2018 2019 
Increase/decrease 

in rupees 

Increase/dec

rease in 

percentages 

Assets:     

Fixed assets 185601056 226093483 40492427 21.81 

Current assets:     

Cash balances 183820500 245704723 61884223 33.66 

Balances 1278076180 1240314469 -37701711 2.94 

Investments 25678292642 32012084245 6333791603 24.66 

Advances 1381947306 1777773254 395828948 28.64 

Other assets 8631670187 10057846731 1426176544 16.52 

Total current 

assets 
3715380682 4533372342 8255383029 222.19 

Total assets 45559816907 37339407872 8220469064 128.23 

Liabilities:     

Share capital 1360913674 1483227449 122373775 8.99 

Reserve and surplus 1391827261 1701191585 309364324 22.22 

Total capital 2752740935 3184419034 431738099 15.68 

Deposits 1732142774 19372521293 2051093545 11.84 

Borrowings 15152426542 20254918504 5102491962 33.67 
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Other liabilities and 

provisions 
2112812646 2747898074 63508509034 30.05 

Total liabilities 45559816907 37339407872 8220409034 128.23 

 

 

 

 

 

 

 

 

 

 

Interpretation: 

                         The analysis of balance sheet of 2018 with 2019 shows that there is a 33.66% 

increase in cash balances out of total current assets. And there is a slightly decrease trend in share 

capital with 8.99% out of total capital. 
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Common Size balance sheet for the period 2014-2015 

Particulars 2014 Percentage % 2015 Percentage % 

Assets:     

Current assets:     

Cash balances 148609066 0.72 204470317 0.97 

Balances 490969690 2.38 789473644 3.76 

Advances 4797046632 23.26 5289889732 25.24 

Investments 14506372366 70.34 13979456190 66.71 

Other assets 55948465 0.27 581447753 0.27 

Total current 

assets 
1999894622 9.69 2084473764 9.94 

Fixed assets:     

Fixed assets 118178778 0.57 108646356 2.27 
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Total assets 20620661179 100 20953383993 100 

Reserve and 

capital: 
    

share capital 742933052 3.60 796391235 0.38 

Reserve and surplus 1778393488 8.62 1914549429 9.13 

Total capital 2521326540 12.22 270846164 1.29 

Deposits 8649477956 41.94 10754198553 51.32 

Borrowings 881317391 4.27 669028531 31.92 

Other liabilities and 

provisions 
636719291 3.08 797959243 3.80 

Total liabilities 20620661179 100 20953383993 100 

 

 

 

 

 

 

 

 

 

 

Interpretation:  

              In the year 2015 current assets occupied 9.94% out of total assets. The fixed assets are 

decreased by 2.27% and deposits are increased by 51.32% out of total liabilities. 
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Common Size balance sheet for the period 2015-2016 

Particulars 2015 Percentage % 2016 
Percentage 

% 

Assets:     



64 
 

Current assets:     

Cash balances 204470317 0.97 231421998 0.82 

Balances 789473644 3.76 740959252 2.64 

Advances 5289889732 25.24 98478887432 35.12 

Investments 13979456190 66.71 16775034642 59.82 

Other assets 581447753 0.27 333056424 1.18 

Total current 

assets 
2084473764 9.94 2792835975 9.96 

Fixed assets:     

Fixed assets 108656356 2.27 111948075 0.39 

Total assets 20953383993 100 28040307825 100 

Reserve and 

capital: 
    

Share capital 796391235 0.38 971615571 3.46 

Reserve and surplus 1914549429 9.13 1857643978 6.62 

Total capital 270846164 1.29 2829259549 10.08 

Deposits 10754198553 51.32 14358690879 51.20 

Borrowings 6690285531 31.92 10441182451 37.23 

Other liabilities and 

provisions 
797959243 3.80 411174943 1.46 

Total liabilities 20953383993 100 28040307825 100 
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Interpretation: 

In the year 2016 investments occupied 59.82% out of total current assets. Fixed assets occupied 

0.39% out of total assets and capital and reserve are increased by 10.08%. 
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Common Size balance sheet for the period 2016-2017 

Particulars 2016 Percentages % 2017 
Percentages 

% 

Assets:     

Current assets:     

Cash balances 231421998 0.82 231338098 0.72 

Balances 740959252 2.64 1473388254 46.05 

Advances 9847887432 35.12 8961890168 28.01 

Investments 16775034642 59.82 19954685862 62.36 

Other assets 333056424 1.18 1225210826 3.82 

Total current 

assets 
2792835975 9.96 3184646378 9.59 

Fixed assets:     

Fixed assets 111948075 0.39 147745460 0.46 

Total assets 28040307825 100 31994258669 100 

Reserve and 

capital: 
    

Share capital 971615571 3.46 112920290 3.52 

Reserve and 

surplus 
1857643978 6.62 1202116348 3.75 

Total capital 2829259549 10.08 2331649218 7.28 

Deposits 14358690879 51.20 16758174117 52.37 

Borrowings 10441182451 37.23 11124675743 34.77 

Other liabilities 

and provisions 
411174943 1.46 1780089590 5.56 

Total liabilities 28040307825 100 31994258669 100 
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Interpretation:  

In the year 2017 investments are increased by 62.36%out of total current assets.  Fixed assets 

occupied 0.46% out of total assets. Capital and reserve are increased by 7.28%. 
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Common Size balance sheet for the period 2017-2018 

Particulars 2017 Percentage % 2018 Percentage % 

Assets:     

Current assets:     

Cash balances 231338098 0.72 183820500 0.40 

Balances 1473388254 46.05 1278076180 2.80 

Advances 8961890168 28.01 8631670187 2.80 

Investments 19954685862 62.36 25678292642 3.03 

Other assets 1225210826 3.82 1381947306 18.94 

Total current 

assets 
3184646378 9.59 2331649218 7.28 

Fixed assets:     

Fixed assets 147745460 0.46 185601056 0.40 

Total assets 31994258669 100 37339407872 100 

Reserve and 

capital: 
    

Share capital 112920290 3.52 1391827261 2.98 

Reserve and 

surplus 
1202116348 3.75 1360913674 3.05 

Total capital 2331649218 7.28 2752740935 0.73 

Deposits 16758174117 52.37 17321427748 38.01 

Borrowings 11124675743 34.77 15152426542 33.25 
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Other liabilities 

and provisions 
1780089590 5.56 2112812646 4.63 

Total liabilities 31994258669 100 37339407872 100 

 

 

 

 

 

 

 

 

 

 

Interpretation:  

               In the year 2018 there is increasing trend in other assets with 18.94% out of total current 

assets. Fixed assets occupied 0.40% out of total assets. The reserve and surplus are increased by 

3.05% out of total capital. 
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Common Size balance sheet for the period 2018-2019 

Particulars 2018 Percentages % 2019 
Percentages 

% 

Assets:     

Current assets:     

Cash balances 183820500 0.40 245704723 0.65 

Balances 1278076180 2.80 1240314469 3.32 

Advances 8631670187 2.80 32012084245 85.73 

Investments 25678292642 3.03 1777773254 4.76 

Other assets 1381947306 18.94 10057846731 26.93 

Total current 

assets 
2331649218 7.28 4533372342 12.14 

Fixed assets:     
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Fixed assets 185601056 0.40 226093483 0.60 

Total assets 37339407872 100 37339407872 100 

Reserve and 

capital: 
    

Share capital 1391827261 2.98 1483287449 3.97 

Reserve and 

surplus 
1360913674 3.05 1701191585 4.55 

Total capital 2752740935 0.73 3184419034 85.28 

Deposits 17321427748 38.01 19372521293 51.88 

Borrowings 15152426542 33.25 20254918504 54.54 

Other liabilities 

and provisions 
2112812646 4.63 2747898074 3.73 

Total liabilities 37339407872 100 37339407872 100 

 

 

 

 

 

 

 

 

 

 

Interpretation:  
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                             In the year 2019 there is a 85.73% increase in advances out of total current assets. 

The total capital are increased by 85.28% and the borrowings are increased by 54.54% out of total 

liabilities. 
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Chapter 6: 

Findings and Suggestions 

Conclusion 

 

 

 

 

 

 

 

 

 

Findings: 
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 The fixed assets of the firm is at increasing trend during the period of the study is positive. 

 During the period of the study, the current assets of the firm are increasing. The major 

increase is observed in advances made by the firm and in other assets. 

 Capital of the firm is fluctuating during the period of the study. The firm share capital has 

reduced during the period 2016-2017. This is mainly due to the payment of reserves. 

 Reserves and surplus of the firm is fluctuating during the period of the study. This is mainly 

due to the fluctuations in profits earned by the firm. 

 The borrowing of deposits of the firm during the study is increasing which indicates the firm 

is depending on external borrowing. 

 The overall performance of the firm is satisfactory during the period. 

 The firm has strong current assets especially cash reserves and fixed assets. 

 

 

 

 

 

 

 

 

 

 

 

Suggestions: 

 The firm should maintain effective inventory management techniques. 
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 The firms should maintain profitability level at constant trend as it is fluctuations during the 

period of the study. 

 Depending of external borrowing of deposit should be reduced as this  results in increase of 

fixed interest obligations. 

 The sales of the firm are not consistent during the period of the study.  

 The firm should retain its brand image in the market. 

 

 

 

 

 

 

 

 

 

 

 

 

 

Conclusion: 

           When examining financial statements we are trying to get a feel for management 

performance capabilities and even philosophy along with the bank potential growth and 
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profitability common size statements allow investors to compare financial statements of 

different periods to know the financial position of the bank over time. 
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Chapter I 

Introduction 
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1.1 Introduction: 

Human Resource Management: 

                     HRM is concerned with managing the people resources of an organization. In fact, 

managing human resources is the most crucial and challenging task that management has to 

perform, crucial because it is the key to sustainability in the present competitive world and 

challenging because no two individuals are same–they have different set of needs, ambitions, 

aspirations, mental make-up, backgrounds. Can you recall more differences? Now imagine the 

task of the human resource manager who has to satisfy not only the different set of needs of its 

people but also meet the overall organizational objective. 

                     The important resources that have to be managed by the organization include: 

human, finance, operations and information. Out of these, human resource management is the 

only resource that is living part of the organization. It is this living part which vibrates positive 

energy and leads to the planning, organizing, controlling, coordinating and directing of the rest 

of the resources within the organization. It is the sub-system which will ultimately lead to the 

overall growth of the organization. Thus, human resource is a crucial sub-system in the process 

of management. 

 

Definitions:  

                     Human Resource Management is the process of recruitment, selection of 

employee, providing proper orientation and induction, providing proper training and the 

developing skills, assessment of employee (performance of appraisal), providing proper 

compensation and benefits, motivating, maintaining proper relations with labor and with trade 

unions, maintaining employee’s safety, welfare and health by complying with labor laws of 

concern state or country. 

                   The National Institute of Personal Management (NIPM) of India has defined 

human resources – personal management as “that part of management which is concerned with 

people at work and with their relationship within an enterprise. Its aim is to bring together and 

develop into an effective organization of the men and women who make up enterprise and 

having regard for the well – being of the individuals and of working groups, to enable them to 

make their best contribution to its success” 
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        According to INVANCEVICH and GLUECK, “HRM is concerned with the 

most effective use of people to achieve organizational and individual goals”.  

                    According to DUNN, “Personal management is the process of attracting, holding, 

motivating, and people involving all managers, line and staff”. 

 

Objectives of Human Resource Management: 

 To help the organization reach its goals. 

 To ensure effective utilization and maximum development of human resources. 

 To ensure respect for human beings. 

 To identify and satisfy the needs of individuals. 

 To ensure reconciliation of individual goals with those of the organization. 

 To achieve and maintain high morale among employees. 

 To provide the organization with well-trained and well-motivated employees. 

 To increase to the fullest the employee’s job satisfaction and self-actualization. 

 To develop and maintain a quality of work life. 

 To be ethically and socially responsive to the needs of society. 

 To develop overall personality of each employee in its multidimensional aspect. 

 To enhance employee’s capabilities to perform the present job. 

 

Significance of Human Resource Management: 

                Human resources play a crucial role in the development process of modern 

economies. Arthur Lewis observed that there are great differences in development between 

countries which seem to have roughly equal resources, so it is necessary to enquirer into 

the difference in human behavior. It is often felt that, through the exploitation of natural 

resources, availability of physical and financial resources and international aid play 

prominent role in the growth of modern economies, none of these factors is more significant 

than efficient and committed manpower. It is in fact, said that all developed comes from 

the human mind. 

Nature of Human Resource Management: 

              People in any organization manifest themselves, not only through Individual 

sections but also through group interactions. When individuals come to work place, they 

come out with not only technical skills, knowledge, but also with their feelings, perception, 

desires, motives, attitude, values. Therefore, employee management in an organization 
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does mean Management is not only technical skills but also other factors of the human 

resources. 

Scope of Human Resource Management: 

                      The scope of HRM is indeed vast. Specifically, the activities included are HR 

planning, job analysis and design, recruiting and selection, orientation and placement, 

training and development performance appraisal and job evaluation, employee and 

executive remuneration, motivation and communication, welfare, safety and health, 

industrial relations. 

                    Human resources take active role in the modern economic scenario of any 

Country. The abundant physical resources alone cannot benefit the growth of the Country 

without human resource component, which transformers physical resources into productive 

resources. In fact, the differences in the levels of economic development of the country are 

largely a reflection of the differences in quality of their human resources. The key element 

in this proposition is that the values, attitudes, general orientation and quality of people of 

the country that determines its economic development. 

                   In the management of 5M’s i.e., men, machine, material and methods the men 

is only fundamental but also dynamic and challenging management of human resources 

included guiding human resources into a dynamic organization that attain its objectives 

with a high degree of morale and to the satisfaction of those concerned with it. 

Performance Appraisal: 

                  Performance appraisal is also known as employee evaluation, merit rating, 

employee assessment, etc. It is a systematic process of appraising an employee’s current 

and past performance relative to his/her performance parameters. The employee’s 

performance should be based on organizational expectations and employee’s actual 

performance. The idea that performance evaluation improves employee’s performance is 

not a new one but it is seen in the roots of development of mankind. Each person is 

motivated when he is told about his actual performance and accepts what were his/her 

previous mistakes. Performance appraisal process may be held annually or monthly as per 

needed. 

   Performance appraisal system is the right instrument that plays a vital role directly 

or indirectly in achieving the goals. It improves the interpersonal relationship among the 

employees and employers in the organization. It reflects an evaluative judgment of the 

traits, characteristics and the work performance of the employees on jobs. It is a continuous 

process to reach the desirous goal of not only the organization but also the employees. 
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1.2 Need for the Study: 

People need competencies to perform task. The number of job is constantly changing 

due to changes in environment, technology, organizational goals and strategies. It has become 

a challenging and cooperative sector to copy up with growing competition due to on slot of 

globalization. In order to survive in this competitive era, the organization has to focus 

improving its performance regarding employees also. 
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1.3 Objectives of the Study: 

 To know the employee awareness on the present performance appraisal system at 

Growel Feeds Pvt. Ltd. 

 To find out the employee satisfaction level on performance appraisal system in an 

organization. 

 To identify training and development needs of the employee at Growel Feeds Pvt. Ltd. 

 To evaluate the methods in Growel Feeds Pvt. Ltd. 
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1.4 Scope of the Study: 

               The scope of the study is to give an insight view of various aspects related to 

the performance appraisal system in Growel Feeds Pvt Ltd, Vijayawada and such as the 

factors which influencing the attitude and behavior of employees towards the 

organization. The present study covers security level employees at Growel Feeds Pvt 

Ltd, Vijayawada. The present study focuses on type, effectiveness and employee 

attitude of appraisal system. It helps the management to plan future development and 

growth at Growel Feeds Pvt Ltd, Vijayawada.  
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1.5 Research methodology: 

Methodology is a systematic procedure of collecting information in order to analyze and 

verify a phenomenon. 

Data Collection: 

Data is collected by using both primarily and secondary data sources. These in detail are as 

follows: 

1. Primary data: 

The primary data is collected through structured questionnaire and by observation 

method. 

2. Secondary data: 

The secondary data have been collected from published material of the subject from the various 

sources of publications and internet. 

Sampling Technique 

Out of 850 employees 100 employees are selected as sample unit by using Simple 

Random Technique. The data was collected through questionnaire and the questionnaire 

contains 15 questions which are close- ended. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



9 
 

1.6 Limitations of the Study: 

 The accuracy of analysis is largely depends on the quality of data collected from the 

work. 

 Employees are not free to give all the information for the study. 

 The time is not sufficient for doing study because the study is conducted in 45 days 

only. 

 The sample size taken for the project is small due to the constraint of time. 
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Chapter-II 

Industry profile 
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   History and General Overview:             

                Occurrence of fish in India dates back to three millennium BC. Fish remains and cut 

marks have been obtained from evacuations at Mohenjo-Daro and Harappa of Indus Valley 

Civilization (2500 BC – 1500 BC) indicates utilization of fish as food. In India Kautilya, in his 

“Artha Shastra” written around 300 B.C. described how fish could be poisonous in tanks during 

war. King Someswara son of king Vikramaditya VI was the first to record the common sport 

fishes of India and group them into marine and freshwater forms in his book Manasoltara 

compiled in 1127 AD. During British rule in India, they developed sport fisheries through 

the introduction of trout’s in the hill streams of Nilgris, Kashmir and Kulu valley. 

                        With the formation of fisheries departments, the culture of food fishes and sport 

fishes received encouragements. The first scientifically designed fish farm was constructed by 

the then Madras fisheries department at Sunkesula in Krishna district (now Andhra Pradesh) 

during 1911. Fisheries Departments were established for development of aquaculture in West 

Bengal, Punjab, Uttar Pradesh, Andhra Pradesh, and Karnataka during 1908-1947. 

                          In earlier days fry were collected from wild waters for culture. The urgent need 

for seeds to fill the expanding aquaculture industry resulted in technology breakthroughs in 

induced spawning of cultivable species during the period from 1700 to 1900. Indian scientists 

achieved the first success in induced breeding of Indian major carp through hypophysation in 

1957 and Chinese succeeded in Chinese carp in 1958. Likewise the penaeid shrimp species and 

the giant freshwater prawns used in culture were also hatched under control in hatcheries. 

                           The development of freshwater aquaculture in the country became established 

following the establishment of the Pond Culture Division at Cuttack in 1949 under the name 

of the Center of Central Inland Fisheries Research Institute (CIFRI), West Bengal. Whereas 

Brackish water farming in India is an age-old system confined mainly to the bheries (manmade 

impoundments in coastal wetlands) of West Bengal and pokkali (salt resistant deep water 

paddy) fields along the Kerala coast, without additional input, except that of trapping the 

naturally bred juvenile fish and shrimp seed. The importance of brackish water aquaculture 

was recognised only after the initiation of an All India Coordinated Research Project, 

(AICRP) on 'Brackish water Fish Farming' by ICAR in 1973. The project developed several 

technologies pertaining to fish and shrimp farming, however, scientific and commercial culture 
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at present is restricted to farming of shrimps. The earliest attempt on Mari culture in India was 

made at the Mandapam centre of CMFRI in 1958–1959 with the culture of milkfish. CMFRI 

has developed various technologies for a number of species including oysters, mussels and 

clams among sedentary species, as well as for shrimp and finfish. CMFRI initiated a pearl 

culture program in 1972 and successfully developed the technology for pearl production in 

Indian pearl oysters. 

Current Global Aquaculture Scenario: 

                           The total world fish production was recorded about 142 million tones in 2019 

from both capture fisheries and aquaculture. Of this, 115 million tonnes was used as human 

food, with a capita consumption of about 17 kgs. In the total fish production 46 percent was 

contributed through aquaculture, representing a continuing increase from 43 percent in 2018. 

The global fish production through aquaculture was 52.5 million tonnes in 2019. Aquaculture 

sector maintained an average annual growth rate of 8.3 percent worldwide between 1970 and 

2019. Globally, fish provides more than 1.5 billion people with almost 20 percent of their 

average per capita intake of animal protein, and 3.0 billion people with at least 15 percent of 

such protein. Among all fish producing countries China remains the largest fish-producer, with 

production of 47.5 million tonnes in 2008 (32.7 and 14.8 million tonnes from aquaculture and 

capture fisheries, respectively). Asia has retained its progressively dominant position in world 

aquaculture production. Asia accounted for 88.8 percent of world aquaculture production by 

quantity and 78.7 percent by value in 2019, while China alone accounted for 62.3 percent of 

world aquaculture production by quantity and 51.4 percent by value in the same year. Totally 

44.9 million people were directly employed and engaged, in capture fisheries or in aquaculture, 

of this at least 12 percent of these were women. The primary and secondary fisheries sectors 

support the livelihoods of a total of about 540 million people, or 8.0 percent of the total world 

population. 
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Current Indian aquaculture scenario: 

India is an important aquaculture country in the world. The fish production in India has 

registered excellent growth in past half a century from 0.75 million tons in1950s to around 7.5 

million tons in 2019. To the fisheries sector of India, capture fisheries contributes around 4.1 

million tons and aquaculture contributes around 3.4 million tons. In aquaculture, production of 

carp from freshwater and shrimps from brackish water from the major aquaculture activity. 

The three Indian major carps, namely catla , rohu and mrigal contribute the bulk of production 

with over 1.8 million tonnes (FAO, 2017); followed by silver carp, grass carp and common 

carp. 

Advantages of aquaculture: 

 Aquaculture is the important source of excellent quality protein and healthy oils. 

 Future for fish production is dependent on aquaculture. 

 Due to production of fish at low cost, it can be supplied at an affordable price even 

to poorer peoples. 

 Cultured fishes are safe from captured fish because cultured fishes are free from 

pollutants. 

 Aquaculture provides good quality food for the growing population. 

 Increases employment opportunity. 

Different systems of aquaculture: 

                  Aquaculture practices are classified in several ways, depending upon the different 

aspects and situations involved in the culture practice. Some major and important 

classifications are given below based on the different factors involved in aquaculture. 

On the basis of salinity: 

 Freshwater farming 

 Brackish water farming 

 Marine water farming 
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On the basis of intensity: 

 Extensive fish farming system 

 Semi-intensive fish farming system 

 Intensive fish farming system 

On the basis of fish species: 

 Monoculture 

 Polyculture 

On the basis of enclosure: 

 Pond culture 

 Cage culture 

 Pen culture 

 Race-way culture 

On the basis of integration: 

 Agriculture cum fish farming 

 Animal husbandry cum fish farming 

 

Top Aquaculture Companies in India: 

 Avanti Feeds Ltd 

 Apex Frozen Foods Ltd 

 Coastal Corporation Limited 

 Waterbase Ltd 

 Zeal Aqua 

 C Shore Foods 

 Gold Marine Exports 

 Pearl Coast Marine Foods 

 Growel Feeds Pvt Ltd 
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Avanti Feeds Ltd: 

                Based in Andhra Pradesh, India, the Company is the dominant player in India’s 

aquaculture sector. The Company has five shrimp feed manufacturing units and two shrimp 

processing and export units – all ISO certified. The largest manufacturer of shrimp feed in 

India. 

 Total Sales: Rs 3,851 Cr 

 Profit: 353 Cr 

 Market Cap:  6,970 Cr. 

 ROE: 23.11 % 

 Sales Growth (3Yrs): 21.69 % 

 Promoter holding: 43.72 % 

 Debt to equity: 0.00 

 Price to book value: 5.16 

                        Spearheaded by Mr. Alluri Indra Kumar, the Company’s day-to-day operations 

are managed by an experienced and energetic team. Its shares are listed on Bombay Stock 

Exchange Limited and the National Stock Exchange of India Limited. The Company also 

operates 4 windmills with a capacity of 3.2 MW at Chitradurga, Karnataka. 

Apex Frozen Foods Ltd: 

                        Commenced business operations in 1995, Apex Frozen Foods are one of 

the leading Producers and Exporters of processed, ready-to-cook, shrimp in India. The brands 

owned by company Bay fresh, Bay Harvest and Bay Premium. It is the second among the top 

aquaculture companies in India. 

 Total Sales: Rs 871 Cr 

 Profit: Rs 50 Cr 

 Market Cap:  949.06 Cr. 

 ROE: 18.50 % 

 Sales Growth (3Yrs): 13.17 % 

 Promoter holding: 72.60 % 

 Debt to equity: 0.34 

 Price to book value: 2.50 
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                          Over the years, the Company has developed an integrated chain of operations 

with presence across the verticals – Hatchery, Farming, Processing and Exporting of shrimp. 

The existing facilities include 15,240 MTPA (owned + leased) of Processing capacity, close to 

1,800 acres of Farm-land and combined Breeding capacity of 1.2-1.4 billion specific pathogen-

free (SPF) seeds. 

Coastal Corporation Limited: 

                       Coastal Corporation Limited (India), one of the leading producers and exporters 

of high-quality Aquaculture seafood products across the globe. The Company exports an 

extensive range of Shrimp products to millions of consumers in U.S.A, Europe, Canada, UAE, 

Saudi Arabia, Australia, Hongkong, Korea, China and Russia. 

 Market Cap:  234.90 Cr. 

 ROE: 39.94 % 

 Sales Growth (3Yrs): 22.45 % 

 Promoter holding: 32.92 % 

 Debt to equity: 0.70 

 Price to book value: 1.75 

                       At Coastal boast of a cutting edge technology being used right from the sourcing 

to processing, packaging and delivering superior quality unadulterated Shrimps to the 

international market. It is third among the top aquaculture companies in India. 

Waterbase Ltd: 

                Waterbase Ltd. was established in 1993 as India’s first fully-integrated aquaculture 

company. It was initially set up in technical association with LUXE, Taiwan, which is one of 

the world’s largest producers of prawn and fish feeds. 

 Market Cap:  478.89 Cr. 

 ROE: 19.13 % 

 Sales Growth (3Yrs): 6.51 % 

 Promoter holding: 67.12 % 

 Debt to equity: 0.05 

 Price to book value: 2.58 
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                         The Waterbase Ltd. is promoted by the Karam Chand Thapar Group, KCT, a 

diversified Indian conglomerate with business interests in logistics, coal and commodity 

trading, capital goods, real estate and renewable energy. The company has collaborated with 

several industry experts, as well as leading global aquaculture institutes and universities to 

develop industry-wide best practices through a focus on product development, R&D, farm 

services and animal health care. 

 

Zeal Aqua: 

                       Zeal Aqua is a leading Aquaculture company with a production capacity of 1500 

tons of shrimp in the year 2015. It one of the largest producers of shrimp in Gujarat. It is the 

Fifth Largest Aquaculture Companies in India. 

 Market Cap:  112.20 Cr. 

 ROE: 16.73 % 

 Sales Growth (3Yrs): 24.10 % 

 Promoter holding: 68.42 % 

 Debt to equity: 1.46 

 Price to book value: 2.14 

                        It uses the latest technology with professional work ethic to bring the best 

quality shrimp to customers and end consumers. Have 66 PE-Lined ponds and more than 160 

technically well designed and constructed earthen ponds. It is the Last among the top 

aquaculture companies in India. 
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Vision and Mission of Growel Group: 

 The name 'Growel' was coined to help the aqua farming community to grow well. “We 

do not compromise on quality and we ensure that products are delivered on time”. 

 We have we are committed to sound business practices to ensure world-class product 

quality. We have been consistent in fetching tap-notch results for the aqua farmers. 

 Witnessed that our continuous research and development has resulted in high quality 

products ever since we started. 

About Growel Feeds: 

 Located 60km eat of Vijayawada in the state of Andhra Pradesh, India-Growel feeds 

pvt.ltd.is one of the leading shrimp& fish feed producers in India. It situated in the heart 

of the region where the country's major aquaculture production takes place. 

 The Growel group initially started with Growel formulations in 1994 and then Growel 

feeds was floated in 2010 and later expanded to Growel processors and Growel aqua labs. 

Growel hatcheries are in the pipeline to supply high-health seed to aqua farming 

community. With the vision and mission of well-being of the people working in various 

verticals of aquaculture, the group named itself as 'Growel'. It is led by a team of 

professionals with more than 35 years of experience in the field of aquaculture. 

 Growel's feed plant was established in 2010 and currently has the capacity to produce 1, 

28,000MT of fish feed and 1, 88,000MT of shrimp feed. It produces a wide range of aqua 

feeds for freshwater and marine fish, vannamei and tiger shrimp. All its facilities are 

HACCP system approved and BAP certified and it adheres to strict quality measures at 

every stage of the feed manufacturing process 

 The feeds are precisely formulated depending on the nutritional requirements of the 

cultured species. Currently, Growel Feeds has more than 200 Business Associates all over 

India and it also exports feed to 13 different countries. The number of countries coming 

forward to import Growel feeds is increasing rapidly. Growel has an in-house R&D 

innovation center where it continuously tests its feed and develops new products to meet 

the customer needs. 
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 Growel’s commitment to quality, innovation and service has been attributed as the main 

reason for its success. With its talented workforce backed up by reputed scientists. Growel 

continuously strives for excellence in aqua feed production. 

 

 

 

 

 

 

 

 

 

 Growel Feeds is an entity of Growel Group which is led by a team of professionals 

with more than 35 years of experience in the field of aquaculture. 

 It is promoted by Growel Formulations Pvt Ltd., Hyderabad which has been a 

pioneering aquaculture healthcare products manufacturer since 1994. 

 Growel Formulations was the first company in the country set up solely with the 

intention to manufacture Aquaculture Healthcare Formulations. 

 The company is managed by professionals with vast experience in various 

multinational pharmaceutical & other companies. 

Quality Control: 

 Growel Feeds is committed to the manufacture and supply of quality aqua feed consistently 

to achieve customer satisfaction through effective implementation of the quality 

management system. 

 Our quality control wing performs extensive investigations to measure and improve the 

quality of our products. We make sure that no compromise is made with quality during the 

production process. 

 

 

Growel feeds Growel Processors Growel Hatcheries 

   

Growel groups 

Growel aqua labs 
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Salient Features of Growel Aqua Feeds: 

 Balanced feed formula to take care of essential nutrients for highest growth rate under 

varied stocking densities. 

 Use of high quality feedstuffs from domestic and internationally reputed manufacturers 

with full traceability. 

 Effective utilization of marine proteins. 

 Process technology ensures high digestibility, low microbial load, controlled nutrient 

leaching for prolonged feeding hours. 

 Highly water stable and fast sinking pellets for providing adequate palatability/nutrition 

at prolonged feeding hours. 

 Provides immune enhancement/high pathogen challenge capability through highly 

stable vitamins, nucleotides and other micro nutrients 

 Free from antibiotics, pesticides, pathogens, etc. 

 Well protected from oxidation and microbial attacks 

 Full traceability 

Products & Services: 

There are two types involved in Growel Feeds Pvt ltd they are as follows: 

 Feeds 

 Aqua Labs 

Feeds: 

 Shrimp Feed 

 Fish Feed  

Aqua Labs: 

 Growel has laboratories at six locations in India (Singarayapalem, Amalapuram, 

Kaikaluru, Srikakulam, Surat and Balasore) and more laboratories are planned to be 

open. 

 The labs are equipped with modern diagnostic tools to help the farmers assess their 

water quality parameters and shrimp health (through microbiology and PCR testing). 

 The test reports are promptly sent to the farmers though mobile text messages and 

emails. 
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 The messages are also copied to the local Growel technical and marketing staff so that 

they are alerted to reach out to the farmers and provide them with the required technical 

support. 

Testing Services Offered At Growel Aqua Labs: 

 Water Analysis 

 Microbiology (Vibrio) 

 PCR (Animal Tissue) 

 Shrimp Post Larvae Quality 

 Histopathology 

Research and Development: 

 Growel has an in-house R&D innovation centre where it continuously tests the 

performance of its feed products. Before launching a new feed product, it is thoroughly 

tested on live animals in the R&D Bio-assay. 

 This R&D facility also has cages and ponds to perform trials in the actual rearing 

environment. A dedicated R&D team work conducts several trials under the supervision 

of highly qualified nutritionists. Growel innovates new products time to time by 

identifying the emerging customer needs. 

 The primary focus is on international quality standards. R&D activities help a lot in 

achieving the best results. 

Technology: 

 At Growel, sound practices are followed to ensure high product quality. This keeps 

fetching top notch results. Growel Feeds uses a state-of-the-art fully automated process 

that is completely controlled by a computer based system. 

 Growel’s uncompromising nature and application of advanced technology have led to 

reliable product quality, resulting in a large pool of happy customers. 

 As one of the pioneering Indian companies to have invested in large extruded feed 

manufacturing unit, Growel Feeds has also invested in the latest twin screw extrusion 

technology to produce high quality aqua feeds. 

 After ensuring high quality, the feeds are packed into bags in perfect measures and 

safely transported to customers. 

 Growel Feeds has the technology and capacity to produce pelleted aqua feeds, extruded 

sinking feeds, extruded floating and slow sinking feeds in large quantities. 
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 The best quality processes at Growel have resulted in world class quality of shrimp feed 

and extruded floating fish feeds. 

 The feed formulae are thoroughly tested before bringing into market. Growel’s research 

keeps adding up technological advancements. 

Location of the Feed Unit: 

                The feed unit is near SINGARAYAPALEM 22 km. from GUDIVADA in Krishna 

Dist. Andhra Pradesh in 14 acres land. It is situated very close to the fish farming and shrimp 

area and can reach the farthest farm within 6 hours. 

Brief History of the Promoters: 

                        The chief promoters of the group are Sri.M.S.Ranga Chary, M.V.N.Sesha Chary 

& P.S.Narendra, R.Satish, Ch. Sudheer, P.Srinivas & P.Janardhan. 

                       These promoters, their relatives and close friends are also doing fresh water 

FISH farming in Krishna District AP in an extent of 5000 acres since 12 years and are 

successfully harvesting crops since then. 

                       The chief promoter M.S.Ranga Chary is a post graduate in Pharmaceutical 

sciences from Banaras Hindu University (BHU) with PG diplomas in Biochemistry and 

Microbiology. He has worked in many multinational pharma formulations units both in India 

& in abroad. He has the unique distinction of working in R & D, manufacturing and in 

marketing area and has a total of 20 years industrial experience before starting consultancy. 

                     He started formulations manufacturing consultancy in 1978 and has many 

formulations to his credit both in human & in Veterinary. In fact he is one of the pioneers in 

the formulations for poultry and of course in Aqua. He stopped his consultancy in 1992 after 

starting Growel Formulations (P) Ltd., to avoid professional clash. Thus he has 50 years (5 

decades) of post qualification experience. He is still the guiding factor for the group and 

actively participates in the operations of the unit on daily basis. 

                            M.V.N.Sesha Chary is a science graduate and a qualified Chartered 

Accountant. He has 25 years of post-qualification experience - as practicing CA for 13 years 

and as whole time Executive Director of Growel for 12 years now. He is totally involved in 

the day to day operations of the group and takes care of the Commercial & Financial aspects 

of the group. 
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                        P.S.Narendra is a Mechanical Engineer by qualification (1992) and is the sole 

distributor for the products manufactured by Formulations unit since 1992 for the districts of 

Krishna, East & West Godavari, Vizag and Srikakulam. The major culture areas are under his 

territory and contribute about 35% of total turnover. He is also a partner in the fish farming 

outfit. He is also setting up an integrated Tilapia project consisting of hatchery, farm with all 

government clearances. 

                        Chintapalli Sudheer is a commerce graduate residing at Gudivada, a hub for 

aqua culture. He is doing fish culture for 19 years and presently doing 450 acres of fish culture. 

His close family members have 1000 acres and friends have another 500 acres of culture. 

                      He promoted M/s Subhalakshmi Projects (P) Ltd., a real estate developing 

venture doing projects in Hyderabad. He also promoted an outfit called Indian Naturals & 

Granules Pvt. Ltd, distributing floating fish feed since 2007 along with Sri.P.S.Narendra& Sri. 

R. Satish. They are also selling different feeds.  He has a very good circle of farmers and also 

one of the opinions making farmer in his area. He is also Chairman of irrigation water 

distributary committee of government of A.P for this region. 

                     Ravella Satish is an engineering graduate stationed at Vijayawada. His family is 

involved in finance activity & in contracts. They also have taken the dealership for Renault 

cars and small trucks of Ashok Leyland in the name of M/s. Aruna Motors Private Limited. 

                     He promoted M/s Subhalakshmi Projects (P) Ltd., a real estate developing venture 

doing projects in Hyderabad. He also promoted an outfit called Indian Naturals & Granules 

Pvt. Ltd., distributing floating fish feed since 2007 along with Sri.P.S.Narendra& Sri. Ch. 

Sudheer. 

                     He is also doing fish culture for the past 10 years and presently doing about 250 

acres. His close friends have 1500 acres of aquaculture. He also owns agri lands, ware houses 

and commercial complex in Vijayawada housing business establishments. 

                     Potluri Srinivas is a post graduate in Business Administration (MBA). He is 

running a successful business of trading in Fish Feed ingredients in the name of M/s Vijay & 

Co... Kaikaluru since 10 years a central place of Kolleru Lake a major Fish farming centre. 

Their firm sells about 20000 MT of DORB (De Oiled Rice Bran) per annum.He is doing fish 

culture for 15 years and presently doing 350 acres of fish culture.  
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                  His close family members have 750 acres and friends have another 1000 acres of 

culture. He also distribute different fish feeds in the name of M/s Lotus Corporation, & M/s 

Indus Corporation with a combined annual turnover of  about `100 crores. 

                   Polavarapu Janardhan is a Post graduate in commerce (M.Phil.) and qualified 

Chartered Accountant and also a CISA – (Certified Information Systems Auditor – from 

ISACA, USA), ISO 27001 LA-- (Information Systems Security Certification Lead Auditor -- 

for enabling ISO27001 Certification). He is in practice since 1987 and a member in many 

professional & academic bodies. He is also consultant to many organizations for Systems & 

Information audits etc.  His clients include many big fish farmers and Raw material supplies 

for fish culture. His association will immensely help the project for success. 

                All the promoters are well connected with about 20 years of experience in 

aquaculture farming, manufacturing and distribution of feed & healthcare products. 

Technical Director: 

              Growel has taken Dr.A.V.Suresh on the board to take care of all the nutritional 

aspects of the feed recently who was instrumental in formulating the feed presently being 

sold. Dr.A.V.Suresh is a renowned Aqua feed nutritionist did his post-graduation in 

Aquaculture from Asian Institute of Technology, Bangkok, Thailand and Ph.D. in 

Aquaculture from Southern Illinois University at Carbondale, USA. He has worked in India 

& in abroad and has excellent worldwide contacts & exposure in the aqua nutrition and has 

presented many international papers. 

                 He has been associated with the Company since 2010 and was instrumental in 

introducing international formulating systems in the feed manufactured by our company. He 

is the Director of Integrated Aquaculture International, Hastings, Nebraska, USA and co-

Founder & Director, United Research (Singapore) Pte. 
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Performance Appraisal: 

   The history of performance appraisal is quite brief. Its roots in the early 20th century 

can be traced to Taylor's pioneering Time and Motion studies. But this is not very helpful, for 

the same may be said about almost everything in the field of modern human resources 

management. As a distinct and formal management procedure used in the evaluation of work 

performance, appraisal really dates from the time of the Second World War - not more than 60 

years ago. 

                Yet in a broader sense, the practice of appraisal is a very ancient art. In the scale of 

things historical, it might well lay claim to being the world's second oldest profession! 

               There is, says Dulewicz (1989), "... a basic human tendency to make judgments about 

those one is working with, as well as about oneself." Appraisal, it seems, is both inevitable and 

universal. In the absence of a carefully structured system of appraisal, people will tend to judge 

the work performance of others, including subordinates, naturally, informally and arbitrarily. 

The human inclination to judge can create serious motivational, ethical and legal problems in 

the workplace. Without a structured appraisal system, there is little chance of ensuring that the 

judgments made will be lawful, fair, defensible and accurate 

Meaning: 

 Performance appraisal is a method of evaluating the behavior of employees in the work 

spot. In general, one can understand that performance refers to the degree of accomplishment 

of the tasks that make of the job, which are expected of him or of the job. 

Definitions:  

 According to Mondy et al., “Performance appraisal is a system of review and 

evaluation of an individual’s (or team’s) performance”. 

 “Performance appraisal is a systematic way of reviewing and assessing the 

performance of an employee during a given period of time and planning for his future. 

“A performance appraisal, employee appraisal, performance review, or (career) 

development discussion is a method by which the job performance of an employee is evaluated 

(generally in terms of quality, quantity, cost, and time) typically by the corresponding manager 

or supervisor” 
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Features: 

 Performance appraisal is the systematic description of an employee’s job relevant 

strengths and weakness. 

 The basic purpose is to find out how well the employee is performing the job and 

establish a plan of improvement. 

 Appraisals are arranged periodically according to a definite plan.  

 Performance appraisal is not job evaluation. It refers to how well someone is doing the 

assigned job. 

 

Need for Performance Appraisal: 

     The following explains the need for performance appraisal in any organization. 

 Performance appraisal provides information about the performance ranks basing on 

which decision regarding salary fixation, conformation, promotion, transfer, and 

demotions are taken. 

 It provides feedback information about the behavior of sub-ordinate. 

 It helps in counseling employees who are deviated from the objectives. 

 It is a tool to detect the skill, knowledge of employees. 

 It also needed to prevent grievance and in disciplinary activities. 

                                                                                                                                                     

Steps involved in Performance Appraisal System: 

            Business owners must be able to gauge whether or not an employee is meeting 

performance standards. Developing a process that enables managers to appraise performance 

through objective metrics is imperative, so that a manager can define any underlying human 

resource issues versus operational issues. It is possible to customize the process, although there 

are six primary steps in the performance appraisal process. 

 Step 1:- Objective of Performance Appraisal. 

 Step 2:- Establishment expectation. 

 Step 3:- Design an Appraisal programmer. 

 Step 4:- Appraise performance. 

 Step 5:- Performance Interview. 

 Step 6:- Use appraisal data for appropriate purposes. 
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Objective of Performance Appraisal: 

Performance standards are not arbitrary. These standards are necessary with each job 

position, because the performance standards are used to fulfil the mission and vision of the 

company. Performance standards are established through job descriptions, employee 

handbooks and operational manuals. Standards are subject to adjustment, based on changes in 

business needs. 

Performance standards include everything from attendance to sale goals. Businesses 

must set a company culture of expectation fulfilment that is consistent for everyone. Giving 

some people a pass on meeting standards creates problems with team morale and potential legal 

issues when firing employees. 

Establishment Expectation: 

Establishing performance standards isn't enough. Business leadership must clearly 

communicate these standards to employees. Even though standards are written and distributed 

in company manuals, there also should be a specific on boarding process that summarizes the 

company's expectations. Regular meetings reviewing the standards and expectations reiterate 

to employees that everybody must meet certain minimum requirements to retain employment 

or to be eligible for raises or promotions. 

Design An Appraisal Programmer: 

Clearly defined standards are easy to measure. Leaders track and regularly review how 

employees are performing. Attendance might be reviewed weekly when the schedules are 

made, whereas sales goals might get reviewed monthly. Business leaders need to determine 

how often different performance standards are reviewed, based on how it affects business 

achievement. For example, if a florist has a production line and one person does not keep up 

with the daily flower arrangement quotas, a manager needs to review that employee's 

performance sooner rather than later, before it negatively affects sales or morale among the 

others on the team, who must absorb the negligent employee's workload. 

Appraise Performance: 

  Employers usually set performance standards, based on experience and industry data. 

Every business and its employees are unique. However, comparing one employee against all 

others who perform the same tasks gives an employer an idea about whether or not the 

underlying issue is the employee or if it's a bigger issue of training or operations obstacles. As 

with the example of the floral production line, one employee who is not keeping up differs 
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considerably from the entire team not performing. In the latter situation, a manager must look 

at improved training or must hire more people to keep up with demand. 

Performance Interview: 

Performance appraisals must be reviewed with employees to be effective. Sit down with 

each employee to review the standard expectations and provide feedback about what has been 

done well and what areas need improvement. Make sure all feedback is written in objective 

terms and speak to employees in a professional, positive manner. Use performance review 

meetings to not only give employees feedback but also to gather feedback from employees 

about personal performance, sales goals, professional goals and feedback on company protocol. 

Use Appraisal Data For Appropriate Purposes: 

Set an action plan for future performance appraisals. Build bigger goals around areas 

of employee success and provide specific plans of action where improvement is needed. Get 

employees invested in growth by asking them to include personal expectations and goals as 

part of the development plan. Have employees sign the plan, and to accept its contents, 

including agreeing to the action plans. Once signed, make a copy for the employee and make 

another for the human resources file. 

Performance Appraisal Methods: 

There are two types involved in performance appraisal methods they are as follows: 

 Traditional Methods 

 Modern Methods 

Each method of performance appraisal has its strengths and weaknesses may be suitable 

for one organization and non-suitable for another one. As such, there is no single appraisal 

method accepted and used by all organizations to measure their employees’ performance. 

All the methods of appraisal devised so far have been classified differently by different 

authors. While DeCenzo and Robbins’^ have classified appraisal methods into three categories: 

absolute methods, relative methods and objective methods; Aswathappa has classified these 

into two categories past-oriented and future-oriented. 

 

Michael R Carrellet. Al. has classified all appraisal methods into as many as six 

categories: rating scales, comparative methods, critical incidents, and 6ssay, MBO and 

combination methods. Rock and Levis” have classified the methods into two broad categories: 
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narrow interpretation and broad interpretation. Beatty and Schneider have categorized various 

methods of appraisal into four groups: comparative methods, absolute methods, goal setting, 

and direct indices. 

A more widely used classification of appraisal methods into two categories, viz., 

traditional methods and modem methods, is given by Strauss and Sayles”. While traditional 

methods lay emphasis on the rating of the individual’s personality traits, such as initiative, 

dependability, drive creativity, integrity, intelligence, leadership potential, etc.; the modem 

methods, on the other hand, place more emphasis on the evaluation of work results, i.e., job 

achievements than the personal traits! Modern methods tend to be more objective and 

worthwhile. 

 

Traditional methods 

 

Modern methods 

1. Ranking method 

2. Paired comparison method 

3. Rating 

4. Forced distribution method 

5. Forced choice method 

6. Checklist method 

7. Critical incident method 

8. Graphic scale method 

9. Essay method 

10. Field review method 

11. Confidential report 

1. Management by objectives(MBO) 

2. Behaviorally anchored rating scale 

3. Assessment centres 

4. 360-degree appraisal 

5. Cost accounting method 

6. Balanced score card 

7. 720-degree appraisal 
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Traditional appraisal methods: 

1. Ranking method: 

         The manager compares an employee to other similar employees, rather than to a 

standard measurement. Predetermined percentages of employees are placed in various 

performance categories, for example, excellent, above average, average, below average, and 

poor,. The employees ranked in the top group usually get the rewards (raise, bonus, promotion), 

those not at the top tend to have the reward withheld, and those at the bottom sometimes get 

punished. In Self-Assessment and Skill Builder 8-1, you are asked to rank the performance of 

your peers. 

2. Paired comparison method: 

 For several traits paired comparisons are made, tabulated and then rank is assigned  to 

each worker 

 No. of comparisons is calculated by the formula: N(N-1)/2 

 This method is not applicable when the group is large. 

3. Rating scale: 

Rating Scales Method is commonly used method for assessing the performance of the 

employees and well-known traditional method of performance appraisal of employees. Many 

corporations and companies example in the country India, telecommunications company 

likely Airtel and US IT companies like Dell Corporation are using this method for evaluating 

the employees and subsequently take decisions on concerned employee. 

Depending upon the job of employee under this method of appraisal traits like attitude, 

performance, regularity, accountability, dependability, initiative, output, attendance, attitude, 

co-operation and sincerity etc., are rated with scale from 1 to 10. 1 indicates negative feedback 

and 10 indicates positive feedback as shown below. 

4. Forced Distribution method: 

           The system is 17 to 18 years old, and most big organizations started waking up to 

this form of performance appraisal in the late '90s. The bell curve is nothing but a graphical 

representation of the fact that everybody's performance is not the same.  

         Irrespective of whether or not the bell curve is the most appropriate representation of 

performance or human behaviour, some believe that it is the most viable option, especially in 

services-driven sectors, which have large workforces. 
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         In India, big Indian employers including Infosys, Wipro, ICICI Bank and Aditya Birla 

Group evaluate lakhs of employees on the basis of this system. 

         The top-ranked employees are considered “high-potential” employees and are often 

targeted for a more rapid career and leadership development programs.  

In contrast, those ranked at the bottom are denied bonuses and pay increases. They may be 

given a probationary period to improve their performance. 

5. Forced Choice Method: 

 In the forced choice method the ratter is forced to select statements which are 

readymade. 

 The ratter is asked to indicate which of the phrases is the most and least descriptive 

of a particular worker. 

 Favourable qualities earn plus credit and unfavourable ones earn the reverse. 

6. Checklist: 

Checklist contains a list of statements on the basis of which the ratter describes the on 

job performance of the employees 

Example: 

 Is employee regular                                                                        Y/N 

 Is employee respected by subordinate  Is employee helpful          Y/N 

 Does he follow instruction                                                              Y/N 

 Does he keep the equipment in order                                              Y/N 

7. Critical Incident Technique: 

 Manager prepares lists of statements of very effective and ineffective behavior of an 

employee 

 These critical incidents represent the outstanding or poor behavior of the employees. 

 The manager periodically records critical incidents of employee’s behavior. 

Example: 

 June 21 - Sales clerk patiently attended to the customer’s complaint. He  is polite, 

prompt, enthusiastic in solving the customers’ problem 

 June 21 - The sales assistant stayed 45 minutes beyond his break during 

 The busiest part of the day. He failed to answer store manager’s call thrice. He is lazy, 

negligent, stubborn and uninterested in work 
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Ex: A fire, sudden breakdown, accident 

Workers                                   reaction                                         scale 

A informed the supervisor immediately                       4  

B Become anxious on loss of output                            3  

C tried to repair the machine                                         2  

D Complained for poor maintenance                              1  

Limitations of this technique are: 

 Negative incidents may be more noticeable than positive incidents. 

 Results in very close supervision which may not be liked by the employee. 

 The recording of incidents is a chore for the supervisor concerned who may be  too 

busy or forget to do it. 

8. Graphic rating scale: 

Core traits of employee pertaining to his job are carefully defined like Attitude, 

Knowledge of Work, Managerial Skills, Team Work, Honesty, Regularity, Accountability, 

Interpersonal relationships, Creativity and Discipline etc. These traits are allotted with 

numerical scale to tabulate the scores gained by appraise (employee) in performance 

assessment relating to his job by appraiser (employer) and sum-up to determine the best 

performer. 
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9. Essay appraisal method: 

This traditional form of appraisal, also known as “Free Form method” involves a 

description of the performance of an employee by his superior. The description is an evaluation 

of the performance of any individual based on the facts and often includes examples and 

evidences to support the information. A major drawback of the method is the inseparability of 

the bias of the evaluator. 

The rater is asked to express the strong as well as weak points of the employee’s 

behavior. While preparing the essay on the employee, the rater considers the following factors: 

The rater considers the employee’s: 

 Job knowledge and potential 

 Understanding of company’s programs, policies, objectives etc 

 Relation with co-workers and supervisors 

 Attitude and perception 

This method has the following limitations: 

 Highly subjective 

 Supervisor may write biased essay 

 Difficult to find effective writers 

 A busy appraiser may write the essay hurriedly without assessing properly  the actual 

performance of the worker 

 If the appraiser takes a long time it becomes uneconomical from the view point of the 

firm. 

10. Field Review Method: 

    The appraiser goes to the field and obtains the information about work performance 

of the employee by way of questioning the said individual, his peer group, and his superiors. 

11. Confidential Report: 

 Descriptive report 

 Prepared by the employee’s immediate supervisor 

 The report highlights the strengths and weaknesses of employees 

 Prepared in Government organizations 

 Does not offer any feedback to the employee 
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Procedure of confidential report system: 

                       The superiors who appraise their subordinate’s performance, behavior and other 

key issues will be kept in the form of writing on paper, which is called as confidential 

report.  Confidential report should not be sent openly on a paper, it must be kept in a sealed 

cover to send it to decision-making authorities. Only authorized persons are allowed to open 

the sealed covers which consist of confidential reports. 

Key factors assessed in Confidential Report writing: 

 Character and conduct of an employee 

 Absenteeism of an employee 

 Knowledge of an employee 

 His nature and quality of work 

 Punctuality of employee 

 Unauthorized absenteeism or leave without permission 

 Behavior of an employee with colleagues, superiors and with public 

 Ability of supervision and controlling 

 His/her integrity and honesty 

 If any complaints against employee 

Modern methods of performance appraisal: 

1. Management by Objectives: 

The concept of ‘Management by Objectives’ (MBO) was given by Peter F. Drucker in 

1954. It can be expressed as a process whereby the employees and the superiors come together 

to identify common goals – the organizational goals as well as individual goals, the standards 

to be taken as the criteria for measurement of their performance and contribution and deciding 

the course of action to be followed. 

Thus, the essence of MBO is participative goal setting, choosing course of actions and 

decision making. Ideally, when employees themselves have been involved with the goal setting 

and the choosing the course of action to achieve them, they are more committed. 

 Organizational objectives. 

 Employee objectives set. 

 Progress monitoring. 

 Performance evaluated. 
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 Achievers rewards. 

 MBO for next operating period begins. 

It’s following characteristics: 

 The establishment of organizational goals. 

 The setting of individual objectives in relation to organizational goals. 

 A periodic review of performance as it relates to organizational goals. Effective goal-

setting and planning by top management. 

 Organizational commitment. 

 Mutual goal-setting. 

 Frequent individual performance reviews. 

 Some freedom in developing means of achieving objective. 

Steps involved in Management by Objectives (MBO): 

 First step: MBO emphasizes collectively set goals that are tangible, verifiable, and 

measurable 

 Second step: setting the performance standard for the subordinates 

 Third step: the actual level of goal attainment is compared with the goals agreed upon. 

 Final step: involves establishing new goals and possibly new strategies for goals not 

previously achieved. 

2. Behaviorally Anchored Rating Scales: 

Behaviorally Anchored Rating Scales (BARS) is a modern technique which is a 

combination of the graphic rating scale and critical incidents method. It comprises 

predetermined critical areas of job performance or sets of behavioral statements describing 

important job performance qualities as good or bad (like the qualities such as inter-personal 

relationships, adaptability and reliability, job knowledge etc.). 

The typical BARS includes seven or eight performance behaviors each one measured by a 

seven-or-nine point scale. These statements are developed from critical incidents. 

In this method, an employee’s actual job behavior is judged against the desired behavior 

through recording and comparing the behavior with BARS. Developing and practicing BARS 

needs expert knowledge. 
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3. Assessment Centers: 

Assessment centers are a contribution of German psychologists. The main feature of 

assessment centers is that they process. Assessment Centers consist of many multiples. 

 Multiple competencies to be evaluated for in a candidate. 

 Multiple observers to eliminate the subjectivity and increase objectivity involved in the 

process. 

 Multiple participants: 18 – 21 in case of TMTC (Tata Management Training Centre). 

 Multiple exercises: Exercises like role plays, case analysis, presentations, group 

discussions etc. 

 Multiple simulations: These could be creative, crisis or exploitative type of simulations. 

  Multiple observations: Each observation is observed at least twice. There are five main 

ways in which evaluation is made. A group of participants takes part in a variety of 

exercises observed by a team of trained assessors who evaluate each participant against 

a number of predetermined, job related behaviors. Decisions are then made by pooling. 

 

 

Example:

Performance Points Behavior

Extremely good 7 Can expect trainee to make valuable suggestions for increased sales and to have  
positive relationships with customers all over the country.

Good 6 Can expect to initiate creative ideas for improved sales.

Above average 5 Can expect to keep in touch with the customers throughout the year.

Average 4 Can manage, with difficulty, to deliver the goods in time.

Below average 3 Can expect to unload the trucks when asked by the supervisor.

Poor 2 Can expect to inform only a part of the customers.

Extremely poor 1 Can expect to take extended coffee breaks and roam around purposelessly.
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4. 360 -Degree Feedback Appraisal Method: 

360-degree feedback, also known as ‘multi-rather feedback’, is the most comprehensive 

appraisal where the feedback about the employees’ performance comes from all the sources 

that come in contact with the employee on his job. 

These sources include superiors, subordinates, peers, team members, customers, and 

suppliers apart from the employee himself (see Figure 18.10), who can provide feedback on 

the employee’s job performance. 

 Boss 

 Team members 

 Peers 

 Customers 

 Staff 

 self 

            Self-appraisal gives a chance to the employee to look at his/her strengths and 

weaknesses, his achievements, and judge his own performance (in University of Delhi’s 

Master’s in International Business, faculty member is not only evaluated by the head of 

department but also by students). 

      Subordinates (part of internal customers) evaluation gives an opportunity to rate the 

employee on the parameters like communication and motivating abilities, superior’s ability to 

delegate the work, leadership qualities etc. 

       Evaluation by peers can help to find employees’ abilities to work in a team, cooperation 

and sensitivity towards others. Thus an evaluation by one and all is a 360-degree review and 

the feedback is considered to be one of the most credible. Some of the organisations using this 

method include Wipro, Infosys, and Reliance Industries etc. 

5. Human Resource Accounting Method: 

Human resources are valuable assets for every organization. Human resource 

accounting method values the relative worth of these assets in the terms of money. In this 

method the valuation of the employees is calculated in terms of cost and contribution to the 

employers. 

The cost of employees includes all the expenses incurred on them , viz., their 

compensation, recruitment and selection costs, induction and training costs etc., whereas their 

contribution includes the total value added (in monetary terms). 
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The difference between the cost and the contribution will be the performance of the 

employees. Ideally, the contribution of the employees should be greater than the cost incurred 

on them. 

6. Balanced Score Card: 

It was developed by Robert Kaplan and David Norton in 1990s. The purpose of 

balanced scorecard is to evaluate the organizational and employee performance in performance 

appraisal management processes. The conventional approach measures the performance only 

on a few parameters like the action processes, results achieved or the financial measures etc. 

The Balanced scorecard provides a framework of different measures to ensure the 

complete and balanced view of the performance of the employees. Balanced scorecard focuses 

on the measures that drive performance. 

The balanced scorecard has two basic characteristics – a balanced set of measures based 

on four measures (financial – profits, market share, ROI; customer – perspective about 

organization loyalty to firm, acquisition of new customers; internal business measures – 

infrastructure, organizational processes and systems, human resources; and the innovation and 

learning perspective – ability to learn, innovate and improve) and linking these measures to 

employee performance. Senior managers are allocated rewards based on their success at 

meeting or exceeding the performance measures. 

7. 720 degree performance appraisal: 

While 360 degree performance appraisal is a well-known performance appraisal system 

practiced in many organizations, recently in the modern management, 720 degree performance 

appraisal system is also gaining popularity " 720 degree performance appraisal is an integrated 

method of performance appraisal where, the performance of an employee is evaluated from 

360 degrees (Management, Colleagues, Self and also customers) and timely feedback is given 

and performance is evaluated again based on the targets that are set. Hence, 720 degree 

performance appraisal can be stated as twice 360 degree performance appraisal: once when the 

appraisal is done and the targets are set and he second where the feedback is given and the boss 

gives tips to achieve the goals. Hence, there is a pre and a post round of feedback." 

 

Errors in Performance Appraisals: 

         In a perfect world, management professionals conducting performance appraisals 

offer employees an accurate assessment of their achievements or shortfalls in relation to job 
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performance. Yet, in reality, managers can introduce common errors into the process that skew 

the actual results. When errors are present, a performance appraisal functions less as a helpful 

tool and more as a vehicle for influencing an employee's morale and job performance in a non-

constructive manner. 

1. Scoring Errors 

                   Scoring is inaccurate when the manager rates too many performance objectives on 

one part of the rating scale -- high, middle or low -- without basing the ratings on concrete data 

or knowledge. If a manager rates the employee in the middle of the scoring scale -- meets 

expectations -- on 90 percent or more of the objectives, the scoring is probably inaccurate, 

according to information from Western Washington University's performance manual. If more 

than 20 percent of your ratings are at the high end of the scale, you may be rating too easily. If 

more than 20 percent are located at the low end, you may be rating too harshly. Managers can 

avoid inaccurate scoring trends by basing ratings on their knowledge of an employee's actual 

performance gathered through recorded data or personal observations. 

2. Regency: 

           Focusing only on recent performance within the evaluation period is a common error 

in performance evaluations. For example, a manager should not consider only an employee's 

performance within the last three months during an annual evaluation. The entire period of 

employee performance must be evaluated or the evaluation risks inaccuracy. 

3. Similarity Errors: 

          Managers sometimes rate employees more favourably if the employees consistently 

perform job functions in the same style or by using the same process as they do. Instead, 

managers should focus on the outcome -- whether the employee was able to achieve the 

desired results in an acceptable way. 

4. Contrast Errors: 

          If a manager focuses on a stereotype -- due to race, religion, age or sexual orientation 

-- when rating, a contrast error results. Each employee's performance, not his background, 

characteristics or lifestyle, should be rated. Also, a contrast error can result when two 

employees with similar performances are compared. The error occurs when the manager rates 

one employee lower than the other because the manager likes the other employee better.  

5. Annual vs. Ongoing Reviews: 
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         Many managers conduct annual reviews instead of investing the time in ongoing 

reviews. Annual reviews must cover 12 months of performance, while ongoing reviews focus 

on smaller blocks of time. A manager conducting an annual review can fail to address 

problematic issues that occurred 10 months prior to the review, which doesn't help the 

employee understand how to improve his performance in those areas.  

6. Insufficient Listening: 

          Not listening is a characteristic of poor interviewing skills -- one of the 10 most 

common errors of performance appraisals -- according to information on the Belmont 

University website. Not only is the manager's job to deliver feedback to an employee regarding 

performance, she should also listen. Employees have the right to respond to the information 

presented to them during a performance evaluation. They may have questions or concerns 

about the feedback you provide.  

7. Negative Approach: 

              Sometimes managers begin a performance evaluation with a negative slant. 

Perhaps the employee has failed to apply managerial feedback. Or maybe her performance 

hasn't been as good as it was in the past. Even though you should address negative issues, don't 

start the review with them. Acting negative from the start can put the employee on the 

defensive. 

8. Positive Generalizations: 

         An employee who is always willing to volunteer for extra work and undesirable tasks 

may make your life easier. However, he may not perform well in some areas of his job. 

Managers who focus on the fact that an employee exceeds expectations in one single area can 

overgeneralize the true performance of the employee. This happens when a manager rates other 

areas of an employee's performance highly based on one thing the employee does well. 

9. Negative Generalizations: 

Perhaps an employee ignores your advice and completes tasks her own way often with 

poor results. An employee's unprofessional behavior in one area can negatively influence 

unrelated areas during a performance evaluation. The key to success is to evaluate areas of 

performance separately. 
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Chapter V 

Data Analysis and Interpretations 
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Section – A (Performance) 

Approach to Work: 

Table No: 1 

1. Do you think performance appraisal helps in change behavior of employees? 

 

Attributes No of 

Respondents 

Percentage (%) 

Yes 91 91% 

No 9 9% 

Total 100 100% 

 

 

 

               Interpretation: From the above table it is inferred that majority of the respondents 

i.e. 91% which is 91 respondents out of 100 employees were given yes performance appraisal 

helps in change behavior of employees. Minor 9% says performance appraisal wont helps in 

change behavior of employees. 
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Table No: 2 

2. Do you think that performance appraisal of employees is necessary? 

 

Attributes No of 

Respondents 

Percentage (%) 

Strongly agree 82 82% 

Agree 11 11% 

Neither agree nor Disagree 0 0% 

Strongly Disagree 0 0% 

Disagree 7 7% 

Total 100 100% 

 

 

         Interpretation: From the above table it is inferred that majority of the respondents i.e. 

82% which is 82 respondents out of 100 employees strongly agree that performance appraisal 

of employees is necessary. 7% employees say performance appraisal of employees is not at all 

necessary. 
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Table No: 3 

3. Which method of performance appraisal implemented in organization ? 

 

Attributes No of 

Respondents 

Percentage (%) 

Traditional 0 0% 

Modern 0 0% 

Both 100 100% 

Total 100 100% 

 

 

 

        Interpretation: From the above table it is inferred that total 100 people agreed that both 

traditional and modern method of performance appraisal implemented in organization. 

 

 

 

0% 0%

100%

0%

20%

40%

60%

80%

100%

120%

Traditional Modern Both

No of Respondents



47 
 

Table No: 4 

4. On what basis performance appraisal is made? 

 

Attributes No of 

Respondents 

Percentage (%) 

Total output 7 7% 

behavioral efficiency 0 0% 

Both 93 93% 

Total 100 100% 

 

 

 

             Interpretation: From the above table it is inferred that majority of the respondents i.e. 

93% which is 93 respondents out of 100 employees were given that on basis of total output and 

behavior efficiency, performance appraisal is made, while 7% are saying that it depends on 

total output. 
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Table No: 5 

5. Do you think that the rewards are linked to appraisal system? 

 

Attributes No of 

Respondents 

Percentage (%) 

Yes 79 79% 

No 21 21% 

Total 100 100% 

 

 

 

 

                Interpretation: From the above table it is inferred that majority of the respondents 

i.e. 79% which is 79 respondents out of 100 employees strongly agree that the rewards are 

linked to appraisal system. And 21% didn’t agree with that. 
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Table No: 6 

6. Is there any mechanism to convey your suggestions to top management? 

 

Attributes No of 

Respondents 

Percentage (%) 

Yes 37 37% 

To some extent 31 31% 

No 32 32% 

Total 100 100% 

 

 

 

            Interpretation: From the above table it is inferred that majority of the respondents i.e. 

37% which is 37 respondents out of 100 employees Strongly agree that there is mechanism to 

convey for suggestions to top management. 31% employees say there is up to some extent. 

32% says there is no such mechanism. 
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Table No: 7 

7. Is there any conflict arise between employees after performance appraisal? 

 

Attributes No of 

Respondents 

Percentage (%) 

Frequently 37 37% 

Often 3 3% 

sometimes 10 10% 

Never 50 50% 

Total 100 100% 

 

 

                Interpretation: From the above table it is inferred that majority of the respondents 

i.e. 50% which is 50 respondents out of 100 employees were given as there is no conflict arise 

between employees after performance appraisal. And 37% are saying that conflict arise 

frequently after performance appraisal. 
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Table No: 8 

8. Do you receive any increment in your salary after performance appraisal? 

 

Attributes No of 

Respondents 

Percentage (%) 

Yes 88 88% 

No 12 12% 

Total 100 100% 

 

 

 

 

              Interpretation: From the above table it is inferred that majority of the respondents 

i.e. 88% which is 88 respondents out of 100 employees were given that they receive increment 

in your salary after performance appraisal. And 12% of employees didn’t get any increment in 

your salary. 
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Table No: 9 

9. When performance appraisal is made in the organization? 

Attributes No of Respondents Percentage (%) 

Month 0 0% 

Quarterly 0 0% 

Half Yearly 0 0% 

Yearly 100 100% 

Total 100 100% 

 

 

 

 

 

             Interpretation: From the above table it is inferred that majority of the respondents i.e. 

100% which is 100 respondents out of 100 employees were given performance appraisal yearly 
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Table No: 10 

10. Which of the following errors found when your performance evaluating in your 

organization? 

Attributes No of 

Respondents 

Percentage (%) 

Halo effect 0 0% 

Central tendency effect 0 0% 

Regency error 0 0% 

Stereo type error 0 0% 

No error 100 100% 

Total 100 100% 

 

  

 Interpretation: From the above table it is inferred that all employees i.e. 100 out of 100 says 

there is no error found when your performance evaluating in your organization. 
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Table No: 11 

11. which one of the following methods can be used under the traditional method? 

Attributes No of 

Respondents 

Percentage (%) 

Ranking method 100 100% 

Grading method 0 0% 

Checklist method 0 0% 

Graphic scale method 0 0% 

Others 0 0% 

Total  100 100% 

 

 http://ecoursesonline.iasri.res.in/mod/page/view.php?id=82038

 

 

                 Interpretation: From the above table it is inferred 100 out of 100 employees 

strongly says ranking method can be used under the traditional method  
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Table No: 12 

12. Which one of the following methods can be used under the modern method? 

 

Attributes No of 

Respondents 

Percentage (%) 

Management by objectives 0 0% 

360-degree feedback 100 100% 

Assessment Centre method 0 0% 

Behavior anchored rating scale 0 0% 

Psychological appraisal  0 0% 

Total  100 100% 

 

  

               Interpretation: From the above table it is inferred 100 out of 100 employees strongly 

says 360-degree feedback can be used under the modern method. 

 

 

0%

100%

0% 0% 0%
0%

20%

40%

60%

80%

100%

120%

Management by
objectives

360 degree
feedback

Assessment
Centre method

Behavior
anchored rating

scale

Psychological
appraisal

No of Respondents



56 
 

Table No: 13 

13. What type of remedial measures is taken after appraisal? 

Attributes No of 

Respondents 

Percentage (%) 

Job rotation 24 24% 

Sent to training programs 49 49% 

Counselled  8 8% 

Any other  0 0% 

Total  100 100% 

 

  

 

                   Interpretation: From the above table it is inferred that majority of the respondents 

i.e. 49% which is 49 respondents out of 100 employees Strongly agree that radical measures  

like sending to training programs is taken after appraisal.  24% employees say job rotation is 

done after appraisal. 
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Table No: 14 

14. Does the management inform you about the performance appraisal system at the 

beginning of Appraisal period? 

 

Attributes No of 

Respondents 

Percentage (%) 

Yes  88 88% 

No 12 12% 

Total  100 100% 

 

  

 

                    Interpretation: From the above table it is inferred that majority of the respondents 

i.e. 88% which is 88 respondents out of 100 employees Strongly agree that management 

informed about the performance appraisal system at the beginning of Appraisal period and 12% 

disagree to this 
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Table No: 15 

15. Which is your option on the present performance appraisal system adopted by 

management ? 

Attributes No of 

Respondents 

Percentage (%) 

Excellent  70 70% 

Good 13 13% 

Average 7 7% 

Poor 10 10% 

Total  100 100% 

 

  

                Interpretation: From the above table it is inferred that majority of the respondents 

i.e. 70% which is 70 respondents out of 100 have excellent option on the present performance 

appraisal system adopted by management, 13% with good, 7% with average and 10% says it 

is really a poor option on the present performance appraisal system adopted by management 
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Findings 

 

          The management evaluating the performance of employee by using both traditional 

and modern methods of appraisal system. 

  91% of the respondents said that performance appraisal helps in the changing the 

behaviour of the employees. 

  93% of the respondents said performance appraisal is based on behaviour efficiency. 

  88% of the employees agrees that they receive an increment in their salary after 

performance appraisal. 

 100% of respondents agree that both traditional and modern methods are implemented 

in the organization. 

  100% of the respondents said that Performance appraisal should be formally appraised 

at once in a year. 

  82% of the respondents said strongly agrees that performance appraisal of the 

employee is necessary in the organizations. 

 21% of the respondents said that rewards are not linked to appraisal system. 

 7% of the respondents said that performance appraisal is not necessary. 
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Suggestions 

 It is suggested to give feedback about the performance of employee after the appraisal 

process so they can take certain measures to improve themselves further. 

 The whole performance appraisal should be kept more transparent and free from bias 

in the future. 

 Implement more methods of the performance appraisal and update the employees about 

the type of methods used for performance evaluation. 
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Conclusion 

 The performance appraisal plays a very important role in building the career of an 

individual. It helps in building the motivation and confidence levels of the employee. It 

is a scientific and systematic process which enables employees to know his/her actual 

performance when compared with the expected performance which allows them to 

improve in case the performance  didn’t reach the expected performance and in case 

the performance is reaches or more than the expected performance it allows the 

employees perform better and maintain it. 

  I have learnt and understood the difficulty in implementing the performance appraisal 

in organization and explain the performance appraisal process to the employees. Human 

resources department plays important and vital role in building and implementing 

performance appraisal.  

 

 

 

 

 

 

 

 

 

 

 

 



63 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Bibliography 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



64 
 

 

 

Bibliography 

Books 

 Donald L. Kirkpatrick: Improving Employee Performance through appraisal 

and Coaching, published by Amacom, 2011. 

 Richard Rudman: Performance Planning and Review, published by Allen and unwind, 

2003. 

 P. Subbarao: Essentials of human resource management and industrial relations, 

Himalaya publishing house, 2006. 

 V.S.P Rao: Human resources, published by s chand, 2015. 

 C.R.Kothari: Research methodology  

Websites: 

 http://www.fao.org/fishery/countrysector/naso_india/en,  _8/02/20_10:20 AM 

 http://ecoursesonline.iasri.res.in/mod/page/view.php?id=82038, _15/02/20_ 6/02/20_ 

3:00PM. 

 https://study.com/academy/lesson/what-is-consumer-buying-behavior-definition-

types-quiz.html  , _24/03/20_ 27/03/20_ 2:30PM. 

 https://businessjargons.com/factors-influencing-consumer-behavior.html  ,_29/03/20_ 

2/04/20_ 11:00AM. 

 

 

 

 

 

 

 

 

 

 



65 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

Appendix 

 

 

 

 

 

 

 



66 
 

 

Appendix 

Questionnaires (Performance Appraisal) 

Name:                                                                       Qualification: 

Gender:                                                                      Designation: 

 Age:                                                                           Experience: 

1. Do you think performance appraisal helps in change behavior of employee? 

a) Yes                         b) No      

2. Do you think performance appraisal of the employee is necessary? 

       a) Strongly agree      b) Agree     c) Neither agree nor disagree       d) Strongly disagree      

       e) Disagree 

3. Which method of the performance is implemented in the organization? 

       a) Traditional method     b) Modern method      c) both          

4. On what basis performance appraisal is made? 

       a) Total output        b) Behavioral efficiency       c) Both   

5. Do you think that rewards are linked to appraisal system? 

        a) Yes                     b) No 

6. Is there any mechanism to convey your suggestions to top management? 

         a) Yes                      b) To some extent                c) No 

7. Is there any conflict arise between employees after performance appraisal? 

         a) Frequently    b) Often    c) Sometimes     d) Never 

8. Do you receive any increment in your salary after performance appraisal? 

         a) Yes                                     b) No 

9.  How often performance appraisal is done in your organization? 
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         a) Monthly         b) Quarterly        c) Yearly              d) All 

 

10. Which of the following errors are found when your performance is evaluating in your 

organization? 

         a) Halo effect          b) Central tendency effect            c) Regency error         d) No error 

11. Which of the following method can be used under the traditional method? 

        a) Ranking method     b) Grading method      c) Checklist method     d) Graphic scale 

method     

        e) Others 

12. Which of the following method can be used under the modern method? 

        a) Management by objectives     b) 360 degrees feedback          c) Assessment center 

method      

        d) Behaviourally anchored rating scale                e) psychological appraisal  

13. What type of remedial measures is taken after the appraisal? 

        a) Job rotation          b) Sent to training programs         c) Counselled           d) Any other         

14. Does the management inform you about the performance appraisal system at the beginning 

of the performance appraisal period?  

       a) Yes                                               b) No 

 15. What is your opinion on the present performance appraisal system adopted by the 

management? 

       a) Excellent         b) Good       c) Average        d) Poor 
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INTRODUCTION 

                            The term Non-Performing Assets figured in the Indian banking sector after 
introduction of financial sector reforms in 1992. The prudential norms on income recognition, 
assets classification and provisioning thereon are implemented from the financial year 1992-93, 
as per the recommendation of the committee on the Financial System (Narsimham Committee). 
These norms have brought in quantification and objectivity into the assessment and provisioning 
for NPAs. Reserve Bank of India constantly endeavours to ensure that prescriptions in this 
regard are close to international norms.  

                          The banks are commercial organization and the main business of banking is to 
collect the deposits from the public and lend it to the individuals, business concerns, institution 
etc. The lending business is associated with risk. One of the risks in lending is the possibility of 
account becoming nonperforming assets. Non-performing assets (NPAs) do not earn interest 
income and repayment of loan to bank does not take place according to repayment schedule 
affecting income of the bank and their by profitability. The non- performing assets do not 
generate interest but at the same time require banks to make provision for such non- performing 
assets out of their current profit. 

Definition:-   A nonperforming asset (NPA) refers to a classification for loans or advances that 
are in default or in arrears. A loan is in arrears when principal or interest payments are late or 
missed. A loan is in default when the lender considers the loan agreement to be broken and the 
debtor is unable to meet his obligations. 

 

 

 

 

 

 

 

 

https://www.investopedia.com/terms/l/loan.asp
https://www.investopedia.com/terms/a/advance-funding.asp
https://www.investopedia.com/terms/d/default2.asp
https://www.investopedia.com/terms/a/arrears.asp
https://www.investopedia.com/terms/p/principal.asp
https://www.investopedia.com/terms/i/interest.asp
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Need of the study 

The need of the study of the NPA is must necessary due to these reasons. These reasons are the 
crucial for any bank at present. One has to realize these matters and has to take corrective actions 
against NPA reasons, as for as possible one has to convert all the NPA accounts into Performing 
Assets accounts. As for as the importance of the study is concern, without the study. To know, 
how the account is becoming NPA is must necessary. After identifying the reason behind the 
particular NPA account, one can go for a step ahead. That means for the step of how to convert 
into PA and how to prevent other account from becoming NPA. As for as possible, one has to 
eradicate the reasons of NPAs. Thus, it is highly importance to study NPA in detail. 
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Objectives of the study 

The main objectives of the study are given below: 

 To study the conceptual framework of Non-Performing Assets in the Krishna Co-

operative Bank at Kaikaluru. 

 To find out the performance of Krishna Co-operative Bank in terms of NPAs. 

 To find out the reasons why the loan amounts are becoming NPAs 
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Scope of the study 

                  There is a positive development and growth of the Indian banking services and have a 

lot of scope for expansion. This study mainly focuses on Non-Performing Assets and its impact 

on profitability and productivity of banks and finds the relation between various variables with 

Non-Performing Assets with reference to Krishna Co-operative Bank. 
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Methodology 

      The methods which are to use for collect the information to study and analyze that procedure 

of methods is called methodology. 

 Primary Data 

 Secondary Data 

Primary Data  

The data that is collected by a researcher from first-hand sources, using methods like survey 

interviews or experiments it is called “Primary Data”. 

The data includes: 

 Conducting personal interview which the officers of the company. 

 Individually observation and inferences.  

Secondary Data 

The data is data gathered from studies, survey, or experiments that have been run by other people 

or for other research that is called “Secondary Data”. It is mainly two kinds of data collected 

ways. They are as follows. 

 Web sites 

 Annual reports of the company. 
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Limitations  

 This study is based on the secondary data i.e., financial statements published by Krishna 
Co-Operative Bank. 

 The period of the study is only for five year (2014-15 to 2018-19) 

 The time is a major constraint to the study because period of study is 45days  

 The study is conformed to a period of 4 weeks.  
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CHAPTER II 

INDUSTRY PROFILE  
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Banking Industry 

Introduction 

              A bank is a financial institution that accepts deposits from the public and creates credit. 
Lending activities can be performed either directly or indirectly through capital markets. Due to 
their importance in the financial stability of a country, banks are highly regulated in many 
countries. Most nations have institutionalized in which  a system known as fractional reserve 
banking under which banks hold liquid assets equal to only a portion of their current liabilities. 
In addition to other regulations intended to ensure liquidity, banks are generally subjected to 
minimum capital requirements based on an international set of capital standards, known as the 
Basel Accords. 

           Banking in its modern sense evolved in the 14th century in the prosperous cities of 
Renaissance Italy but in many ways was a continuation of ideas and concepts of credit and 
lending that had their roots in the ancient world. In the history of banking, a number of banking 
dynasties – notably, the Medicis, the Fuggers, the Welsers, the Berenbergs, and the Rothschilds – 
have played a central role over many centuries. The oldest existing retail bank is Banca Monte 
dei Paschi di Siena, while the oldest existing merchant bank is Berenberg Bank. 

History: 

          Among many other things, the Code of Hammurabi from 1754 BC recorded interest-
bearing loans. 

         The concept of banking may have begun in ancient Babylonia and Old sangvi, with 
merchants offering loans of grain as collateral within a barter system. Lenders in ancient Greece 
and during the Roman Empire added two important innovations: they accepted deposits and 
changed money. Archaeology from this period in ancient China and India also shows evidence of 
money lending. 

      More modern banking can be traced to medieval and early Renaissance Italy, to the rich 
cities in the centre and north like Florence, Lucca, Siena, Venice and Genoa. The Bardi and 
Peruzzi families dominated banking in 14th-century Florence, establishing branches in many 
other parts of Europe. One of the most famous Italian banks was the Medici Bank, set up by 
Giovanni di Bicci de' Medici in 1397. The earliest known state deposit bank, Banco di San 
Giorgio (Bank of St. George), was founded in 1407 at Genoa, Italy. 

      Modern banking practices, including fractional reserve banking and the issue of banknotes, 
emerged in the 17th and 18th centuries. Merchants started to store their gold with the goldsmiths 
of London, who possessed private Vaults, and charged a fee for that service. In exchange for 
each deposit of precious metal, the goldsmiths issued receipts certifying the quantity and purity 
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of the metal they held as a bailee; these receipts could not be assigned, only the original 
depositor could collect the stored goods. 

        Gradually the goldsmiths began to lend the money out on behalf of the depositor, which led 
to the development of modern banking practices; promissory notes (which evolved into 
banknotes) were issued for money deposited as a loan to the goldsmith. The goldsmith paid 
interest on these deposits. Since the promissory notes were payable on demand, and the advances 
(loans) to the goldsmith's customers were repayable over a longer time period as this was an 
early form of fractional reserve banking. The promissory notes developed into an assignable 
instrument which could circulate as a safe and convenient form of money backed by the 
goldsmith's promise to pay, allowing goldsmiths to advance loans with little risk of default. 
Thus, the goldsmiths of London became the forerunners of banking by creating new money 
based on credit. 

       The Bank of England was the first to begin the permanent issue of banknotes, in 1695.The 
Royal Bank of Scotland established the first overdraft facility in 1728. By the beginning of the 
19th century, a bankers' clearing house was established in London to allow multiple banks to 
clear transactions. The Rothschilds pioneered international finance on a large scale, financing the 
purchase of the Suez Canal for the British government. 

Definition: 

The definition of a bank varies from country to country. 

        Under English common law, a banker is defined as a person who carries on the business of 
banking by conducting current accounts for his customers, paying cheques drawn on him/her and 
also collecting cheques for his/her customers. 

       In most common law jurisdictions there is a Bills of Exchange Act that codifies the law in 
relation to negotiable instruments, including cheques, and this Act contains a statutory definition 
of the term banker: banker includes a body of persons, whether incorporated or not, who carry on 
the business of banking' (Section 2, Interpretation). Although this definition seems circular, it is 
actually functional, because it ensures that the legal basis for bank transactions such as cheques 
does not depend on how the bank is structured or regulated. 

     The business of banking is in many English common law countries not defined by statute but 
by common law, the definition above. In other English common law jurisdictions, there are 
statutory definitions of the business of banking or banking business. When looking at these 
definitions it is important to keep in mind that they are defining the business of banking for the 
purposes of the legislation, and not necessarily in general. In particular, most of the definitions 
are from legislation that has the purpose of regulating and supervising banks rather than 
regulating the actual business of banking. However, in many cases the statutory definition 
closely mirrors the common law one. Examples of statutory definitions: 
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 "banking business" means the business of receiving money on current or deposit account, 
paying and collecting cheques drawn by or paid in by customers, the making of advances 
to customers, and includes such other business as the Authority may prescribe for the 
purposes of this Act; (Banking Act (Singapore), Section 2, Interpretation). 

 "banking business" means the business of either or both of the following: 

1. Receiving from the general public money on current, deposit, savings or other similar account 
repayable on demand or within less than [3 months] ... or with a period of call or notice of less 
than that period; 

2. Paying or collecting cheques drawn by or paid in by customers. 

Since the advent of EFTPOS (Electronic Funds Transfer at Point of Sale), direct credit, direct 
debit and internet banking, the cheque has lost its primacy in most banking systems as a payment 
instrument. This has led legal theorists to suggest that the cheque-based definition should be 
broadened to include financial institutions that conduct current accounts for customers and 
enable customers to pay and to be paid by third parties, even if they do not pay and collect 
cheques. 

Banking: 

       Banks act as payment agents by conducting checking or current accounts for customers, 
paying cheques drawn by customers in the bank, and collecting cheques deposited to customers' 
current accounts. Banks also enable customer payments via other payment methods such as 
Automated Clearing House (ACH), Wire transfers or telegraphic transfer, EFTPOS, and 
automated teller machines (ATMs). 

     Banks borrow money by accepting funds deposited on current accounts, by accepting term 
deposits, and by issuing debt securities such as banknotes and bonds. Banks lend money by 
making advances to customers on current accounts, by making installment loans, and by 
investing in marketable debt securities and other forms of money lending. 

      Banks provide different payment services, and a bank account is considered indispensable by 
most businesses and individuals. Non-banks that provide payment services such as remittance 
companies are normally not considered as an adequate substitute for a bank account. 

Channels: 

      Banks offer many different channels to access their banking and other services: 

 Automated teller machine banking adjacent to or remote from the bank 
 Bank by mail: Most banks accept cheque deposits via mail and use mail to communicate 

to their customers 
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 Online banking over the Internet to perform multiple types of transactions 
 Mobile banking is using one's mobile phone to conduct banking transactions 
 Telephone banking allows customers to conduct transactions over the telephone with an 

automated attendant, or when requested, with a telephone operator 
 Video banking performs banking transactions or professional banking consultations via a 

remote video and audio connection. Video banking can be performed via purpose built 
banking transaction machines (similar to an Automated teller machine) or via a video 
conference enabled bank branch clarification 

 Relationship manager, mostly for private banking or business banking, who visits 
customers at their homes or businesses 

 Direct Selling Agent, who works for the bank based on a contract, whose main job is to 
increase the customer base for the bank. 

Business models: 

        A bank can generate revenue in a variety of different ways including interest, transaction 
fees and financial advice. Traditionally, the most significant method is via charging interest on 
the capital it lends out to customers. The bank profits from the difference between the level of 
interest it pays for deposits and other sources of funds, and the level of interest it charges in its 
lending activities. 

       This difference is referred to as the spread between the cost of funds and the loan interest 
rate. Historically, profitability from lending activities has been cyclical and dependent on the 
needs and strengths of loan customers and the stage of the economic cycle. Fees and financial 
advice constitute a more stable revenue stream and banks have therefore placed more emphasis 
on these revenue lines to smooth their financial performance. 

       In the past 20 years, American banks have taken many measures to ensure that they remain 
profitable while responding to increasingly changing market conditions. 

      First, this includes the Gramm–Leach–Bliley Act, which allows banks again to merge with 
investment and insurance houses. Merging banking, investment, and insurance functions allows 
traditional banks to respond to increasing consumer demands for "one-stop shopping" by 
enabling cross-selling of products (which, the banks hope, will also increase profitability). 

     Second, they have expanded the use of risk-based pricing from business lending to consumer 
lending, which means charging higher interest rates to those customers that are considered to be 
a higher credit risk and thus increased chance of default on loans. This helps to offset the losses 
from bad loans, lowers the price of loans to those who have better credit histories, and offers 
credit products to high risk customers who would otherwise be denied credit. 

      Third, they have sought to increase the methods of payment processing available to the 
general public and business clients. These products include debit cards, prepaid cards, smart 
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cards, and credit cards. They make it easier for consumers to conveniently make transactions and 
smooth their consumption over time (in some countries with underdeveloped financial systems, 
it is still common to deal strictly in cash, including carrying suitcases filled with cash to purchase 
a home). 

      However, with the convenience of easy credit, there is also increased risk that consumers will 
mismanage their financial resources and accumulate excessive debt. Banks make money from 
card products through interest charges and fees charged to cardholders, and transaction fees to 
retailers who accept the bank's credit and/or debit cards for payments. 

This helps in making a profit and facilitates economic development as a whole. 

   Recently, as banks have been faced with pressure from fintechs, new and additional business 
models have been suggested such as freemium, monetization of data, white-labeling of banking 
and payment applications, or cross-selling of complementary products. 

Retail: 

 Savings account 
 Recurring deposit account 
 Fixed deposit account 
 Money market account 
 Certificate of deposit (CD) 
 Individual retirement account (IRA) 
 Credit card 
 Debit card 
 Mortgage 
 Mutual fund 
 Personal loan 
 Time deposits 
 ATM card 
 Current accounts 
 Cheque books 
 Automated Teller Machine (ATM) 

Business (or commercial/investment) banking: 

 Business loan 
 Capital raising (equity / debt / hybrids) 
 Revolving credit 
 Risk management (foreign exchange (FX)), interest rates, commodities, derivatives 
 Term loan 
 Cash management services (lock box, remote deposit capture, merchant processing) 
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 Credit services 
 
Capital and risk: 

Banks face a number of risks in order to conduct their business, and how well these risks are 
managed and understood is a key driver behind profitability, and how much capital a bank is 
required to hold. Bank capital consists principally of equity, retained earnings and subordinated 
debt. 

Some of the main risks faced by banks include: 

Credit risk: risk of loss arising from a borrower who does not make payments as promised. 

Liquidity risk: risk that a given security or asset cannot be traded quickly enough in the market 
to prevent a loss (or make the required profit). 

Market risk: risk that the value of a portfolio, either an investment portfolio or a trading 
portfolio, will decrease due to the change in value of the market risk factors. 

Operational risk: risk arising from execution of a company's business functions. 

Reputational risk: a type of risk related to the trustworthiness of business. 

Macroeconomic risk: risks related to the aggregate economy the bank is operating in. 

The capital requirement is a bank regulation, which sets a framework within which a bank or 
depository institution must manage its balance sheet. The categorization of assets and capital is 
highly standardized so that it can be risk weighted. 

Types of banking:  

Banks' activities can be divided into: 

 retail banking, dealing directly with individuals and small businesses; 
 business banking, providing services to mid-market business; 
 corporate banking, directed at large business entities; 
 private banking, providing wealth management services to high-net-worth individuals 

and families; 
 Investment banking, relating to activities on the financial markets. 
 Most banks are profit-making, private enterprises. However, some are owned by 

government, or are non-profit organizations. 
Various banks are as follows: 

Commercial banks: The term used for a normal bank to distinguish it from an investment bank. 
After the Great Depression, the U.S. Congress required that banks only engage in banking 
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activities, whereas investment banks were limited to capital market activities. Since the two no 
longer have to be under separate ownership, some use the term "commercial bank" to refer to a 
bank or a division of a bank that mostly deals with deposits and loans from corporations or large 
businesses. 

Community banks: Locally operated financial institutions that empower employees to make 
local decisions to serve their customers and the partners. 

Community development banks: Regulated banks that provide financial services and credit to 
under-served markets or populations. 

Land development banks: The special banks providing long-term loans are called land 
development banks (LDB). The history of LDB is quite old. The first LDB was started at Jhang 
in Punjab in 1920. The main objective of the LDBs is to promote the development of land, 
agriculture and increase the agricultural production. The LDBs provide long-term finance to 
members directly through their branches. 

Credit unions or co-operative banks: Not-for-profit cooperatives owned by the depositors and 
often offering rates more favorable than for-profit banks. Typically, membership is restricted to 
employees of a particular company, residents of a defined area, members of a certain union or 
religious organizations, and their immediate families. 

Postal savings banks:  Savings banks associated with national postal systems. 

Private Banks: Banks that manage the assets of high-net-worth individuals. Historically a 
minimum of US$1 million was required to open an account, however, over the last years many 
private banks have lowered their entry hurdles to US$350,000 for private investors. 

Offshore banks: Banks located in jurisdictions with low taxation and regulation. Many offshore 
banks are essentially private banks. 

Savings bank: In Europe, savings banks took their roots in the 19th or sometimes even in the 
18th century. Their original objective was to provide easily accessible savings products to all 
strata of the population. In some countries, savings banks were created on public initiative; in 
others, socially committed individuals created foundations to put in place the necessary 
infrastructure. Nowadays, European savings banks have kept their focus on retail banking: 
Payments, savings products, credits and insurances for individuals or small and medium-sized 
enterprises. Apart from this retail focus, they also differ from commercial banks by their broadly 
decentralized distribution network, providing local and regional outreach – and by their socially 
responsible approach to business and society. 
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Building societies and Landes banks: Institutions that conduct retail banking. 

Ethical banks:  

             Banks that prioritize the transparency of all operations and make only what they consider 
to be socially responsible investments. 

             A direct or internet-only bank is a banking operation without any physical bank 
branches. Transactions are usually accomplished using ATMs and electronic transfers and direct 
deposits through an online interface. 

History of Banking in India in Brief (Before & After Independence): 

            Today, our banking system is mainly divided into commercial banks (Both Public and 
Private Banks), Regional Rural Banks, Cooperative Banks etc. The important phase in the 
history of Indian banking was nationalization of banks that makes way for the Indian Economy 
to enter in the top 10 economies of the world.  

Phases of Indian Banking System: 

         The advancement in the Indian banking system is classified into 3 distinct phases: 

1. The Pre-Independence Phase i.e. before 1947 

2. Second Phase from 1947 to 1991 

3. Third Phase 1991 and beyond 

1. The Pre-Independence Phase i.e. before 1947: 

This phase is characterized by the presence of a large number of banks (more than 600). 

Banking system commenced in India with the foundation of Bank of Hindustan in Calcutta (now 
Kolkata) in 1770 which ceased to operate in 1832. 

After that many banks came but were not successful like: 

(1) General Bank of India (1786-1791) 

(2) Oudh Commercial Bank (1881-1958) – the first commercial bank of India.  

Whereas some are successful and continue to lead even now like: 

(1) Allahabad Bank (est. 1865) 

(2) Punjab National Bank (est. 1894, with HQ in Lahore (that time)) 
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(3) Bank of India (est. 1906) 

(4) Bank of Baroda (est. 1908) 

(5) Central Bank of India (est. 1911) 

While some others like Bank of Bengal (est. 1806), Bank of Bombay (est. 1840), Bank of 
Madras (est. 1843) merged into a single entity in 1921 which came to be known as Imperial 
Bank of India. 

Imperial Bank of India was later renamed in 1955 as the State Bank of India. 

In April 1935, Reserve Bank of India was formed based on the recommendation of Hilton Young 
Commission (set up in 1926). 

In this time period, most of the bank were small in size and suffered from a high rate of failures. 
As a result, public confidence is low in these banks and deposit mobilization was also very slow. 
People continued to rely on the unorganized sector (moneylenders and indigenous bankers). 

2. The second phase from 1947 to 1991: 

Broadly the main characteristic feature of this phase is the Nationalization of the bank.  

With the view of economic planning, nationalization emerged as an effective measure.  

Need for nationalization in India: 

(a) The banks mostly catered to the needs of large industries, big business houses. 

(b) Sectors such as agriculture, small-scale industries and exports were lagging behind. 

(c) The poor masses continued to be exploited by the moneylenders. 

        Following this, in the year 1949, 1st January the Reserve Bank of India was nationalized. 

        Fourteen commercial banks were nationalized on 19th July 1969. Smt. Indira Gandhi was 
the Prime Minister of India, during in 1969. The following banks are nationalized: 

        Central Bank of India, Bank of India, Punjab National Bank, Bank of Baroda, United 
Commercial Bank, Canara Bank, Dena Bank, United Bank, Syndicate Bank, Allahabad Bank, 
Indian Bank, Union Bank of India, Bank of Maharashtra, Indian Overseas Bank 

       Six more commercial banks were nationalized in April 1980. These are mentioned below: 

1. Andhra Bank               

2. Corporation Bank                      
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3. New Bank of India 

4. Oriental Bank of Commerce                             

5. Punjab & Sindh Bank                 

6. Vijaya Bank 

        Meanwhile, on the recommendation of the Narasimham committee, Regional Rural Banks 
(RRBs) were formed on Oct 2, 1975. The objective behind the formation of RRBs was to serve 
the large unserved population of rural areas and promoting financial inclusion. 

        With a view to meet the specific requirement from the different sector (i.e. agriculture, 
housing, foreign trade, industry) some apex level banking institutions were also set up like: 

(a) NABARD (est. 1982) 

(b) EXIM (est. 1982) 

(c) NHB (est. 1988) 

(d) SIDBI (est. 1990) 

Impact of Nationalization: 

            Improved efficiency in the Banking system – since the public‘s confidence got boosted. 

Such as Agriculture, small and medium industries started getting funds which lead to economic 
growth increased penetration of Bank branches in rural areas. 

3. Third phase 1991 and beyond: 

 This period saw remarkable growth in the process of development of banks with the 
liberalization of economic policies.  

 Even after nationalization and the subsequent regulations that followed, a large portion of 
masses is untouched by the banking services. 

 Considering this, in 1991, the Narasimham committee gave its recommendation i.e. to 
allow the entry of private sector players into the banking system. 

 Following this, RBI gave license to 10 private entities, out of which few survived the 
market demands, which are- ICICI, HDFC, Axis Bank, IndusInd Bank, DCB. 

 In 1998, the Narsimham committee again recommended the entry of more private 
players. As a result, RBI gave a license to the following newbies: 

 (a) Kotak Mahindra Bank (2001) 
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 (b)Yes Bank (2004) 

 In 2013-14, the third round of bank licensing took place and in 2015, IDFC bank and 
Bandhan Bank emerged. 

 In order to further financial inclusion, RBI also proposed to set up 2 new kinds of banks 
i.e. Payment Banks and Small Banks. 

 In 2015, RBI gave in-principle license to 11 entities to launch Payments Bank and 
granted 'in-principle' approval to the 10 applicants to set up Small Finance Banks.  

Note: 

          The RBI issued a license to the bank under Section 22(1) of the Banking Regulation Act, 
1949, to carry on the business of Small finance bank (SFB) and Payments Bank in India. 

Indian Banking industry: 

                 As per the Reserve Bank of India (RBI), India’s banking sector is sufficiently 

capitalized and well-regulated. The financial and economic conditions in the country are far 
superior to any other country in the world. Credit, market and liquidity risk studies suggest that 
Indian banks are generally resilient and have withstood the global downturn well. 

               Indian banking industry has recently witnessed the roll out of innovative banking 
models like payments and small finance banks. RBI’s new measures may go a long way in 

helping the restructuring of the domestic banking industry. 

                 The digital payments system in India has evolved the most among 25 countries with 
India’s Immediate Payment Service (IMPS) being the only system at level 5 in the Faster 

Payments Innovation Index (FPII). 

Market Size: 

               The Indian banking system consists of 27 public sector banks, 21 private sector banks, 
49 foreign banks, 56 regional rural banks, 1,562 urban cooperative banks and 94,384 rural 
cooperative banks, in addition to cooperative credit institutions (FY17 data).  In FY07-18, total 
lending increased at a CAGR of 10.94 per cent and total deposits increased at a CAGR of 11.66 
per cent. India’s retail credit market is the fourth largest one in the emerging countries. It was 

increased to US$ 281 billion on December 2017 from US$ 181 billion on December 2014. 

Investments/developments: 

 Key investments and developments in India’s banking industry include: 
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 As of September 2018, the Government of India launched India Post Payments Bank 
(IPPB) and has opened branches across 650 districts to achieve the objective of financial 
inclusion. 

 The total value of mergers and acquisitions during 2017 in NBFC diversified financial 
services and banking was US$ 2,564 billion, US$ 103 million and US$ 79 million 
respectively. 

 The biggest merger deal of FY17 was in the microfinance segment of IndusInd Bank 
Limited and Bharat Financial Inclusion Limited of US$ 2.4 billion. 

 In May 2018, total equity funding's of microfinance sector grew at the rate of 39.88 to Rs 
96.31 billion (Rs 4.49 billion) in 2017-18 from Rs 68.85 billion (US$ 1.03 billion). 

Government Initiatives: 

 As of September 2018, the Government of India has made the Pradhan Mantri Jan Dhan 
Yojana (PMJDY) scheme an open ended scheme and has also added more incentives. 

 The Government of India is planning to inject Rs 42,000 crore (US$ 5.99 billion) in the 
public sector banks by March 2019 and will infuse the next tranche of recapitalization by 
mid-December 2018. 

Achievements: 

Following are the achievements of the government in the year 2017-18: 

 To improve infrastructure in villages, 204,000 Point of Sale (PoS) terminals have been 
sanctioned from the Financial Inclusion Fund by National Bank for Agriculture & Rural 
Development (NABARD). 

 Between December 2016 and March 2017, a major drive was undertaken to boost use of 
debit cards, resulting in an increase in the number of Point of Sale (PoS) terminals by an 
additional 1.25 million by 2017 end from 1.52 million as on November 30, 2016. 

 The number of total bank accounts opened under Pradhan Mantri Jan Dhan Yojana 
(PMJDY) reached 333.8 million as on November 28, 2018 
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Road Ahead: 

               Enhanced spending on infrastructure, speedy implementation of projects and 
continuation of reforms are expected to provide further impetus to growth. All these factors 
suggest that India’s banking sector is also poised for robust growth as the rapidly growing 

business would turn to banks for their credit needs. 

           Also, the advancements in technology have brought the mobile and internet banking 
services to the fore. The banking sector is laying greater emphasis on providing improved 
services to their clients and also upgrading their technology infrastructure, in order to enhance 
the customer’s overall experience as well as give banks a competitive edge.India’s digital 

lending stood at US$ 75 billion in FY18 and is estimated to reach US$ 1 trillion by FY2023 
driven by the five-fold increase in the digital disbursements. 
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Krishna District Cooperative Central Cooperative Bank Ltd: 
History: 

Krishna Cooperative Central (KCC) Bank Ltd.., was formed in the year 1915 by Sri Dr. 
Bhogaraju Pattabhi Seetharamaiah at Machilipatnam and Vijayawada Cooperative Central 
(VCC) Bank was formed by Sri Ayyadevara Kaleswara Rao in the year 1918 at Vijayawada. 
Consequent to introduction of Single Window Credit Delivery System by the Govt. of A.P in the 
year 1987, the erstwhile KCC Bank, VCC Bank & 14 erstwhile PADBs were merged and on the 
principle of one Bank for one revenue district, the Krishna District Co-operative Central Bank 
Ltd., (Krishna DCCB) started functioning with Machilipatnam as Head Quarters and regional 
office at Vijayawada. 

 

 

 

 

The Krishna District Co-operative Central Bank Ltd., with its Head Office at Machilipatnam, an 
affiliated District Co-operative Central Bank of the Andhra Pradesh State Co-operative Bank 
Ltd., Hyderabad in the State of Andhra Pradesh, is one of the pioneering institutions in the State, 
catering to the Agricultural Credit in Krishna District which is considered to be the Rice Bowl in 
the State of Andhra Pradesh.The Krishna District Co-operative Central Bank Ltd., (Krishna 
DCCB) started functioning with Machilipatnam as Head Quarters and regional office at 
Vijayawada.  

Our Mission: 

Our Mission is to be a strong, sound, vibrant and leading organization of the Cooperative Credit 
Structure. To function as a friend, philosopher and guide to the affiliated societies for promoting 
sustainable rural prosperity through effective banking. 

Financials: 

Krishna DCCB is the biggest DCCB in the State of A.P. not only in terms of no. of Branches (58 
Brs.), no. of PACS (425 PACS after restructuring), but also in terms of deposits Rs. 1937.25 
Crores ( as on 31.03.2019), advances of Rs. 3201.20 Crores (as on 31.03.2019) and business 
levels of Rs.  4555.98 Crores. 
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Savings Account: 

          This facility is available to customers to deposit and withdraw money as per their 
convenience. The facility is extended with or without cheque book as per the needs of the 
customer. Prompt and courteous service awaits our customers at our Branches… 

Person in Charge: Sri A.Md. Imtiaz, IAS 

Awards: 

 Best Bank in all Portfolios Awarded by NABARD on the Eve of 38th NABARD 
foundation day. 

 First place winner in Overall Best Performance by NAFSCOB. 
 Awarded 6 times NABARD’s “Best Performance Award” Winner BankCEO Award. 
 Secured Third place in Overall Best Performance by NAFSCOB 2015-16. 
 Best performance award by NABARD for SHG-Bank Linkage in AP. 
 CEO for the Best Performance in financing to SHGs during 2017-18. 
 District Collector felicitating the CEO for over all best performance in district for 

financing under welfare schemes. 
Objectives: 

 Auto Finance agricultural credits as short term, medium term and long term and other 
types of loans to the members and member. 

 To raise funds by way of donations, grants, deposits, loans, cash credit, overdrafts and 
advances from individuals or any financing agency related to RBI or government / central 
government. 

 To receive any grants, deposits, neither loans nor any other financial support from the 
state Government / Government of India. 

 To open branches as per the guidelines of the NABARD/ RBI and also regional offices, 
extinction counters and ATMs whenever necessary. 

 To guarantee the loans and advances to be made to the members by any other agency. 
 To advise, develop, assist, co-ordinate, supervise and inspect the functioning of the 

affiliated societies. 
Membership eligibility: 

 All thePACSs another cooperative society within the area of operation of the bank shall 
be eligible for membership of the bank. 

 It shall also be open to the state government to take shares in the bank directly. Provided 
that the share capital so received from the government shall not at any time be more than 
25% of total paid up share capital of the bank. 

 Individuals, informal group such as self-help groups, raitumitra groups, and joint liability 
groups, Nongovernmental organizations working for the welfare of farmers and 
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registered society can also become the associate member of the bank without voting 
rights. 

Admission of members: 

 Every application has admission as member to the bank shall be made in the prescribed 
form along with such information as prescribed by the bank and shall be address to the 
CEO. 

 The CEO shall cause to maintain separate registers for members and Associate members. 
 Admission of members and allotment of shares to them shall be done. The member will 

be entitled for the service from the bank, subject to availability. 
 The bank shall, while admitting the members follow the know your customer norms 

stipulated by RBI from time to time. 
ADMINISTRATIVE FLOW: 

Board of management 
 

Chief executive officer 
 

General Manager 
 

Assistant general manager 
 

Managers 
 

Assistant manager 
 

Staff assistant 
 

Office attendants’ 
Share capital: 

 The authorized share capital of the bank shall be rupees hundred crores made up of 20 
lakhs ' A ' class shares of Rs. 500/- each. 

 The value of 'B' class share is Rs.100/-each. Each depositor holding a savings or fixed 
term deposits shall have a minimum of one 'B' class share be given a status of 
associate member. 
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Share Certificate: 

 The share certificate bearing distinct serial numbers duly signed by the subscriber of the 
bank along with one director of the bank and with the seal of the bank shall be issued to 
every member of the share taken after the full value of such have been. 

 If a share certificate is either lost or destroyed or duplicate certificate may be issued after 
obtaining and indemnity bond, in this behalf full stop if any certificate is worn out or 
damaged, the CEO mainly cancel it and issue duplicate certificate in lieu thereof on 
surrendering the certificates so worn out or damage. For every duplicate certificate so bye 
law, a fee of Rs.50/- shall be collected after recording such insurance in the share register. 

Transfer and withdrawal of share: 

 A member has held such share for not less than one complete financial year and the 
transfer is made only to a member of the bank. 

 The withdrawal of share held by the state government shall, however, be on such terms 
and conditions as may be laid down by the RBI / NABARD from time to time which 
shall be binding on the bank. 

 The bank reserves the right to set-off the values of shares towards any undercharged 
obligation for payment due against the bank. 

Funds: 
 Share capital. 
 Deposits from individuals, Institutions, associations, bodies, members and Associate 

members and others per RBI regulations. 
 Borrowings. 
 Income from banking and allied activities and miscellaneous receipts. 
 Reserves and reserve funds. 

Borrowings: 

 The bank may, from time to time borrow money for the use of the bank from the Apex 
Bank or any other commercial bank/ Financial Institutions regulated by the RBI and level 
refinance from NABARD or any other refinancing agency directly or through any RBI 
regulated financial institution of its choice with the approval of the  on such terms and 
conditions as mutually agreed to between the bank and the lender, the documents 
agreements, instruments etc., in this behalf shall be signed by the CEO and other officers 
as authorized by the  bank. 

Investments: 

                The bank may invest or deposit its funds in any Financial Institutions regulated by RBI 
of its choice with minimum net worth and other criteria prescribed by NABARD from time to 
time and not necessarily with Federal society to which it is affiliated. For this purpose, the bank 
shall formulate and periodically update an investment policy in accordance with instructions 
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prescribed by RBI. It shall not invest in any institution or in any instrument that are not regulated 
by RBI. 

Products: 

1. Deposits: 
 

i. Savings Bank:    This facility is available to customers to deposit and withdraw money as per 
their convenience. The facility is extended with or without cheque book as per the needs of the 
customer. Prompt and courteous service awaits our customers at our Branches. 

ii. Current Account:    Current Account with cheque book facility is offered by the Bank to its 

corporate and business clients. Clean and secured overdraft facility is also provided on the 

Current Account. 

iii. Fixed Deposits:   The Bank offers attractive rates on Fixed Deposits for various maturity 
periods. Facility for drawing interest on a monthly or quarterly basis is provided.  

iv. Special Deposits:This facility is available to customers to deposit and withdraw money as per 
their convenience. The facility is extended with or without cheque book as per the needs of the 
customer. Prompt and courteous service awaits our customers at our Branches. 

The interest rates for the various deposit schemes are given below: 

Rate of Interest (per annum) on Deposits from 01.01.2017 

Sl.No. particulars Rate of interest 

1 Saving Deposits 4.00% 

2 Current Accounts(Individuals) – 

 
FIXED DEPOSITS 

 
1 15 days to up to 45 days 6.25% 

2 46 days to up to 180 days 6.75% 

3 181 days to up to 364 days 7.25% 

4 Above 1 Year 7.50% 

 
For senior citizens 0.75% extra 

 
Primary Agrl. Coop. Credit Socs. 0.75% extra 

Maximum borrowing limit: 
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              The maximum borrowing limit of the bank shall be 25 times of the aggregate paid up 
capital and reserve fund. However, the bank shall add her to the capital adequacy norm 
prescribed by RBI from time to time. 

Code of Governance: 

             The ultimate authority in all matters relating to the administration of the bank vest in the 
General Body. It shall not, however, interface with the powers of the vote, the president and in 
respect of matters delegated to them through the act, rules, bye laws are matters falling under the 
purview of RBI / NABARD / government. 

               The General Body member elects’ directors and of the directors elects the president. 

Therefore, the president is responsible to go to the General Body of the DCCB. The intern 
appoints the CEO of in accordance with the fit and proper criteria. 

Powers to amend bye laws: 

            And amendment to bye laws of the bank, for which period notice has been given to 
members indicating a reasonable idea of the nature of the amendment proposed shall be 
considered by its General Body at its meeting carried by 2/3rd of the members present and 
voting. Such amendment shall be sent to the register for registration within 30 days from the date 
of meeting and it shall come into force on the day on which it is registered. 

Composition: 

               The general body shall consist of all members and Associate members having voting 
rights in accordance with the provisions of fact. However, the government nominee on the board 
shell form part of general body but well will not have voting rights. 

Meeting and quorum: 

The frequency of meetings and quorum there off shall be as per the provisions of the act 
and the rules. 

The ultimate authority in all matters relating to the administration of the Bank rests in the 
the general Body. It's not, however, interfere with the powers of the president and this is in 
respect of matters delegated to them through the act, rules, bye laws matter falling under the 
purview of RBI/NABARD government. 

The General Body members select the directors and the director’s elects the president 

therefore the president is responsible to the General Body of the DCCB. The in turn appoints the 
CEO in accordance with the fit and proper criteria fixed by RBI. Therefore it is responsible to 
define the role and responsibilities of the CEO and should also draw boundaries under the 
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seashould exercise is judiciary and other powers so that the objectives and goals of the 
organization are achieved. 

 

 

A. General Body: 

1. Subject to the other provisions of the act, the General Body, in the manner prescribed 
commercial deal with the following matters. 

 Election of the member. 
 Considerations of audit report other statutory reports and the annual report. 
 Disposal of net profits to funds required for improving the net worth / owned funds. 
 Amendments to bye laws. 
  Affiliate or disaffiliate with a federal Society of the choice. 
 Election of delegates to the federal society or other societies. 
 Decision on bad debts considered irrevocable. 
 Review of attendance of committee members. 
 Review of all overdue and defaulters. 

Conduct of Meetings: 

 General Meeting is called at any time by the notice of 15 clear working days specifying 
the date, time and place of the meeting and also agenda and notice. All the notices for 
General Meeting shall be sent to all the members under certificate of posting and or by 
publishing into two daily news papers. The notice of meeting shall be deemed sufficient 
proper if sent to the address given by the members, it being their duty to keep the bank 
informed of any change in their addresses. 

 General Meeting called on receipt of requisition in writing shall be as per the provisions 
of the act and the rules. 

 In case of amendments to bye laws the notice shall give the members reasonable idea of 
the nature of the amendments proposed. 

Record of procedure: 

The proceedings of the General Meeting shall be recorded in the Minutes book maintained with 
the CU and signed by the president of the meeting concerned at the laws of the proceedings. The 
resolution so fast by the General Body shall be displayed on the notice of the head office and 
shall be available for inspection and verification by the members. 
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B. Board of Directors: 

Management: 

 The management of the bank shall vest in consisting of such number of members and 
with such composition of members as prescribed in the act and the rules. 

 There shall be only one government nominee on the Managing committee of the bank as 
longest the equity of government continuously provided that the existing nominees as on 
the date of amendment to the [Act No 16 to 2007] Managing committee, shall continue 
till the expiry of their current term however they shall not have any voting rights in any 
election or in the motion of no confidence. 

Term of Office: 

 The term of the office of the committee shall be 5 years from the date of election of the 
members of the committee. On the members and President other than those nominated by 
the government shall be elected at one and the same time, as provided in the act and rules 
for the specific period of 5 years. 

 Any term vacancy shall be filled up by the cooperation from the delegates of the 
respective groups for the unexpected portion of the original period, the proceeding shall 
not be invalidated on account of any vacancy and vacancies remain unfilled. 

 The resignation letter submitted by the president / any member or members shall be 
processed random decisions as per the provision of rule 23-AAA of APCS Rules, any 
nominated member may, at any time, resign from his office by sending a letter of 
resignation to the register under copy to the CEO of the bank, but such resignation effect 
from the date it is accepted by the register. 

 The registrar shall ensure that the regularity description of the RBI including their 
winding up or suspension of the managing committee are implemented and the liquidator 
/ special officers, as in the case may be, is appointed within one month of being so 
advised by RBI. 

 Suspension of the bank by RCS under any other provision of the APCS act 1964 shall be 
done only in consultation with RBI. 

 The registrar shall conduct election to the bank before the expiry of the term of the 
existing managing committee and in case of supervision of managing committee; the 
registrar shall conduct election invariably within 6 months from the date of supervision. 

Meeting and Quorum: 
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 It shall be the duty of the President of the Bank to call the meetings of the board so that at 
least one meeting is held in every three months with the business of the bank. However, 
extraordinary / emergency meeting may be convened by the president giving such notice 
as convenient. The president shall call for a meeting of the board within 15 days after 
receipt of requisition in writing signed by at least 12 members and shall register for Apex 
Bank (Financing Bank) for such a meeting. 

 The president or in his absence vice-president shall provide over all meetings in the 
absence of the president and the vice-president, chairman shall be elected from among 
those present. 

Disqualification: 

           The disqualification for membership shall be as prescribed in the Act / by law yes 
amended from time to time. 

Removal: 

 Director or directors who do not fulfill the fit and proper criteria stipulated by RBI / 
NABARD shall be removed by its own or at the request of the RBI/ NABARD the bank 
shall remove such director. 

  Member representing a Cooperative credit society on the managing committee of bank 
shall be disqualified by the registrar in the event of such society committing a default for 
a period of exceeding 1 year. 

 A member representing a society other than PACS on the managing committee of bank 
shall be disqualified by the registrar in the event of such society committing default for a 
period exceeding 90 days on the initiation of such default by the CEO of the bank. 

Cessation of the membership of the committee and reinstatement: 

               Where the member of the committee absents himself from 3 consecutive meetings of 
the committee, he shall cease to be a member of the committee. He may have a work, be 
reinstated by the committee in the manner described that is the fact shall be intimated to the 
member concern and it shall be reported by the CEO at the next meeting with the reply received 
from the member. 

Powers and functions: 

              The word is expected to concentrate on broader issues of policy direction, laying down 
plans, major strategic and business decisions. This shall be subjected to the provisions of the act, 
rules, bye laws and resolutions of the general body exercise the following powers and functions 
and members shall be collectively accountable for their decisions. 

 Admission of members. 
 Allotment of shares to members and transfer of shares. 
 Disqualified under Section 21 of the act. 
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 Raise funds, advance loans and investments as prescribed in bye law numbers 10, 11 and 
12. 

 Conduct general meetings as prescribed in the Act. 
 Conduct the audit of the accounts of the bank by the chartered accountant selected from 

the panel approved by the RBI / NABARD within time prescribed and place the report 
before the General Body.  

 Decide matters connected with the day-to-day management of the bank.  
 Suspension of any officer or servant of the bank under section 59 as the service 

regulation approved.  
 Prepare the list of defaulters and published the same as prescribed and placed before the 

General Body.  
 Review all outstanding loans and ensure coverage of legal on all overdue loans and 

advances.  
 Place annual report annual financial statements annual plan and budget before the 

General Body.  
 Prepare and place before the General Body information for reports and statements as 

proposals relating to: 
o Disposal of properties.  
o Defects in cash and stocks.  
o Write off bad debts.  
o Removal of membership. 
o  Expulsion of member who has acted adversely to the ban and etc. 

They shall have autonomy to the interest of the matter subjects to the guidelines of RBI / 
NABARD in the following cases.  

 Interest rates on deposits and loans. 
 Borrowings and Investments.  

 Loan policies and individual loan decisions.  

 To appoint committee as per the direction of the RBI / NABARD.  
Notice of Meetings: 

              The notice should be sent to the members at least 15 clear days before the meeting 7 
days in case of meeting. All the notice for meetings shall be sent by one of the following modes 
namely: 

1. For meeting 

 By local delivery. 

 By registered with acknowledgement due. 
 By courier. 

2.  For general meeting 
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 Under certificates posting. 
 By publication in two daily newspapers. 

               The notice meeting shall be deemed sufficient and proper if sent to address given by the 
members it being their daily duty to keep the bank informed of any change in there address, any 
subject of urgent and important nature not include in the agenda except the bye law service 
matter and write off assets main with the permission of the chairman of the subject so brought up 
shall be deemed to be subject for discussion at the next meeting. 

Committees: 

               The compositions of the committees will be as per guidelines of RBI / NABARD and it 
main consist of directors’ bank officials or both. These, committed may meet as frequently as 

required and as per RBI. These committees will examine the issues in detail and make a specific 
for consideration of the issues. 

1. Human Resource Development Committee: 

              It lays down the norms and guidelines for recruitment promotion placement and transfer 
of persons working in the bank by RBI. It will also hears appeals made and take such decisions 
as appropriate for communication through bank. 

2. Audit Committee: 

                 The audit committee shall review and ensures observations in internal audit report of 
financing bank and NABARD and such other issue which are required to be placed this 
instruction for resolution of the bank.  

3. Risk management committee: 

             The competitive exam in the credit risk, market risk and operational risk as per the 
directives of the RBI from time to time and should review the risk attendant on any new products 
related to the bank.  

4. Asset liability management committee: 

                 Asset liability mismatch should be reviewed on and going basis and the mismatches 
should be rectified and is informed periodically.  

5. Technology management committee: 

               This committee is responsible for overseeing the computerization of PACS and 
DCCBs; selection of hardware and software; tendering process; seamless integration of manual 
accounting practices with the computerized systems and the MIS. 

6. Investment committee: 



 
31 

 

Investment committee scheduled on the norms and guidelines of investment policy for the bank 
with the directors of RBI / NABARD and shall review and ensure compliance of the same.   

7. Loan policy committee: 

It lays down the norms and guidelines for issue of loans and advances within the directors of 
RBI, NABARD and also bye-law and act and rules specifically mentioning the following: 

 Norms for eligibility of the members to avail of various loans and advances including 
terms and conditions, as per the term prescribed by NABARD and flash are higher 
financing agency.  

 The rates of interest on various loans and advances.  
 The period of repayment of loans and advances to members subjected to such guidelines 

issued by the NABARD and higher financing agency from time to time.  

 Any extinction of term repayment of Crop loans for term loans in the event of occurrence 
of natural calamity and shall be made according to the procedure described by NABARD 
/ hire financing agency.  

 Wish you a bank guarantees to members as per the terms prescribed by NABARD and / 
higher financing agency.  

Responsibilities of the directors: 
 The directors should attend the meetings regularly and effectively perform their functions 

with the spirit of cooperation. 

   Approve the business development plan of the bank annually.   

 Monitor the performance of the bank at quarterly intervals of such irregularity as 
warranted. 

  Analyze the economic trends, annual budget of both the state and Central governments 
in order to guide the business development of the bank.  

 Observance of cash reserves and started in liquidity ratio. 
   Efficient management of funds and improving profitability. 

  He should frame up investment policies and credit policies and ensure their compliance.  
Other responsibilities of Directors: 

i. Disclosure of interest by director, every director of a Cooperative who is anyway come 
whether directly or indirectly, concerned or interested in a construct arrangement, or 
proposed contract are agreement entered into or to be entered into, by or on behalf of the 
Cooperative commercial disclose the nature of his concern or interest at a meeting of the  
of directors.  

ii. Interested director not to be present in board’s proceedings; no director of a Cooperative 

arrangement entered into, or to be entered into by or on behalf of the Cooperative, if 
he/she is anyway, whether directly or indirectly, concerned or interested in the contract 
arrangement. 
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Role and responsibilities of President: 

i. The president shall preside over the General Body Meetings. 
ii. The president shall exercise the powers of him by reporting in the prescribed format, in 

such intervals as stipulated summary to exercise power.  
iii. The president shall sign any report which relates to the functioning of your performance 

assessment of the CEO. 
iv. In case of emergency, the president at the recommendation of the CEO of the bank takes 

resolution by circulation.  
Role and responsibilities of CEO: 

 The Chief Executive Officer (CEO) is responsible for the day today management of the 
bank.  

 He should keep the informed fully about the critical areas of business development and 
risk management issues.  

 He is responsible for proper and the timely execution of the policies formulated and 
resolution adopted.  

 He shall be responsible for implementing the instructions received from the regulators 
and supervisors via, state and Central Government, Reserve Bank of India and 
NABARD, Apex bank and financing agency, where applicable.  

 He shall be responsible for the preparation of office staff manual where all the duties and 
responsibilities of all the employees and officials should be spells out keeping in view the 
guidelines by its constituent committee.  

 The CEO should work in closed liaison with the various committee set up and keep the 
committees fully informed of the relevant aspects.  

He shall have powers to: 
 Issue appointment orders as per the recruitment made by the recruitment committee of 

the subject to the approved staffing pattern. 

 Initiate / take disciplinary action as per the services regulation.  

 Social cause proper functioning of all the branches of the bank.  
 He shall be responsible for periodical balancing of all accounts and closing of banks 

books of accounts as required under the BR Act and etc. 
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Non-Performing Assets 

The Reserve Bank has issued directive from 31/03/1993 and presented a new concept of “Income 

Recognition”. This is done on the recommendation of Narsimham Committee. According to 

these directives the banks have to classify their credit facilities into two partes: 

(1) Performing Assets ( Standard Assets ) 

(2) Non-Performing Assets  

Performing Assets ( Standard Assets ) 

        Standard Assets is one which does not disclose any problem and which does not carry more 

than normal risk attached to the business. Such an asset is Performing Assets (PA) and should 

not be an NPA. 

Non-Performing Assets (NPAs) 

           NPAs refer to loan which are at risk of default. Reserve Bank of India (RBI) defines “An 

asset, including a leased asset, becomes non-performing when it ceases to generate income for 

the bank. Bank have to classify their assets as performing and non-performing in accordance 

with RBI’s guideline”. Under these guidelines an assets is classified as non-performing. If any 

amount of interest or principal installment remains overdue for more than 90days in respect of 

term loans. In respect of overdraft or cash-credit an asset is classified as non-performing if the 

account remains out of order for a period of 90 days and in respect of bills purchased and 

discounted account, if the bill remains overdue for a period of more than 90 days.  

Definition :- 

        A non-performing asset (NPA) is a loan or advance for which the principal or interest 

payment remained overdue for a period of 90 days. 
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Assets Classification: 

           The primary (Urban) Co-operative banks should classify their assets into the following 

broad groups, viz. 

Standard Assets:- (Performing Assets) 

        Standard Asset is one which does not disclose any problems and which does not carry more 

than normal risk attached to the business. Such an asset should not be an NPA. 

Sub-Standard Assets: 

         A substandard asset would be one, which has remained NPA for a period less than or equal 

to 12 months.   

Doubtful (Assets): 

         An asset would be classified as doubtful if it has remained in the substandard category for a 

period of more than 12 months.  

Loss (Assets): 

        Where loss has been identified by the bank or internal or external auditors or by the RBI 

inspection but the amount has not been written off wholly. 
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Types of NPA: 

(1) Gross NPA 

(2) Net NPA 

 

Gross NPA: 

Gross NPAs are the sum total of all loan assets that are classified as NPAs as per RBI 

guidelines as on Balance Sheet date. Gross NPA reflects the quality of the loans made by 

banks. It consists of all the non-standard assets like as sub-standard, doubtful, and loss assets. 

It can be calculated with the help of following ratio: 

               Gross NPAs Ratio = Gross NPAs /Gross Advances 

Net NPA: 

        Net NPAs are those type of NPAs in which the bank has deducted the provision 

regarding NPAs. Net NPA shows the actual burden of banks. Since in India, bank balance 

sheets contain a huge amount of NPAs and the processof recovery and write off of loans is 

very time consuming, the provisions the banks have to make against the NPAs according to 

the central bank guidelines, are quite significant. That is why the difference between gross and 

net NPA is quite high. It can be calculated by following: 

          Net NPAs = Gross NPAs–Provisions /Gross Advances–Provisions 

Factors Influencing NPAs 

The banking sector has been facing the serious problems of the rising NPAs. But the problem of NPAs is more 

in public sector banks when compared to private sector banks and foreign banks. 

External Factors:- 

 Ineffective RecoverTribunal 

The Govt. has set of numbers of recovery tribunals, which works for recovery of 

loans and advances. Due to their negligence and ineffectiveness in their work the bank suffers 

the consequence of non-recover, thereby reducing their profitability and liquidity. 
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 Willful Defaults 

There are borrowers who are able to pay back loans but are intentionally 

withdrawing it. These groups of people should be identified and proper measures should be 

taken in order to get back the money extended to them as advances and loans. 

 Natural Calamities 

This is the measure factor, which is creating alarming rise in NPAs of the PSBs. 

every now and then India is hit by major natural calamities thus making the borrowers unable to 

pay back there loans. Thus the bank has to make large amount of provisions in order to 

compensate those loans, hence end up the fiscal with a reduced profit. 

Mainly ours farmers depends on rain fall for cropping. Due to irregularities of rain 

fall the farmers are not to achieve the production level thus they are not repaying the loans. 

     Industrial Sickness  
Improper project handling , ineffective management , lack of adequate resources, lack of 

advance technology , day to day changing govt. Policies give birth to industrial sickness. Hence 

the banks that finance those industries ultimately end up with a low recovery of their loans 

reducing their profit and liquidity.  

 Lack of Demand 
             Entrepreneurs in India could not foresee their product demand and starts 

production which ultimately piles up their product thus making them unable to pay back the 

money they borrow to operate these activities. The banks recover the amount by selling of their 

assets, which covers a minimum label. Thus the banks record the non-recovered part as NPAs 

and has to make provision for it.  

 Change on Govt. Policies  

                 With every new govt. banking sector gets new policies for its operation. Thus 

it has to cope with the changing principles and policies for the regulation of the rising of NPAs. 

The fallout of handloom sector is continuing as most of the weavers Co-operative societies have 

become default largely due to withdrawal of state patronage. The rehabilitation plan worked out 

by the Central Government to revive the handloom sector has not yet been implemented. So the 

over dues due to the handloom sectors are becoming NPAs.  
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Internal Factors:- 

 Defective Lending process:  

There are three cardinal principles of bank lending that have been followed by   the 

commercial banks since long. 

1. Principles of safety, 

2. Principle of liquidity and 

3. Principles of profitability. 

 Principles of safety:- 

By safety it means that the borrower is in a position to repay the loan both principal and interest. 

The repayment of loan depends upon the borrowers: 

 

1. Capacity to pay, 

2. Willingness to pay. 

 Capacity to pay depends upon: 

                 1) Tangible assets 

                 2) Success in business 

 Willingness to pay depends on: 

                 1) Character 

                 2) Honesty 

                 3) Reputation of borrower 

 Inappropriate Technology:  

   Due to inappropriate technology and management information system, market driven 

decisions on real time basis cannot be taken. Proper Management Information System (MIS) 

and financial accounting system is not implemented in the banks, which leads to poor credit 

collection, thus it leads to increase in NPAs. All the branches of the bank should be 

computerized.  

 Improper SWOT Analysis:  

           The improper strength, weakness, opportunity and threat analysis is another reason for 

rise in NPAs. While providing unsecured advances the banks depend more on the honesty, 

integrity, and financial soundness and credit worthiness of the borrower. 
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 Banks should consider the borrowers own capital investment. 

  It should collect credit information of the borrowers from_ 

a. From bankers 

b.  Enquiry from market/segment of trade, industry, business 

c.  From external credit rating agencies.  

d.  Analyze the balance sheet. 

True picture of business will be revealed on analysis of Profit/loss Account and Balance Sheet. 

 Purpose of the loan  

               When bankers give loan, it should analyze the purpose of the loan. To ensure safety 

and liquidity, banks should grant loan for productive purpose only. Bank should analyze the 

profitability, viability, long term acceptability of the project while financing. 

 

 Poor Credit Appraisal System: 

Poor credit appraisal is another factor for the rise in NPAs. Due to poor credit 

appraisal the bank gives advances to those who are notable to repay it back. They should use 

good credit appraisal to decrease the NPAs. 

 Managerial Deficiencies: 

The banker should always select the borrower very carefully and should take tangible assets as 

security to safe guard its interests. When accepting securities banks should consider the_ 

1) Marketability  

2) Acceptability  

3) Safety  

4) Transferability.  

                      The banker should follow the principle of diversification of risk based on the 

popular maxim “do not keep all the eggs in one basket”; it means that the banker should not 

grant advances to a few big farms only or to concentrate them in few industries or in a few 

cities. If a new big customer meets misfortune or certain traders or industries affected adversely, 

the overall position of the bank will be affected 
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 Absence of Regular Industrial Visits: 

         The irregularities in spot visit also increases the NPAs. Absence of regularly visit 

of bank officials to the customer point decreases the collection of interest and principle on the 

loan. The NPAs due to willful defaulters can be collected by regular visits. 

  Re-loaning Process: 

            Non remittance of recoveries to higher financing agencies and re loaning of the same 

have already affected the smooth operation of the credit cycle. 

Impact of NPAs on performance of the Bank 

I. Interest income is reduced due to non – performance of assets. 
II. Desirable yield is not achieved.  

III. The total net worth of the bank stands reduced.  
IV. The bank has to incur additional cost in supervision and follow-up. 
V. The bank has to provide for the provisioning, thus effecting the net profit of the bank. 

VI. The bank faces difficulty to get license for new branches.  
VII. NPAs have a very negative effect on CRAR(Capital Risk Adequacy Ratio) 

VIII. NPAs restrict the recycling of funds.  

 Profitability:- 

NPA means booking of money in terms of bad asset, which occurred due to wrong 

choice of client. Because of the money getting blocked the prodigality of bank decreases not 

only by the amount of NPA but NPA lead to opportunity cost also as that much of profit 

invested in some return earning project/asset. So, NPA doesn’t affect current profit but also 

future stream of profit, which may lead to loss of some long-term beneficial opportunity. 

Another impact of reduction in profitability is low Return on Investment (ROI), which 

adversely affect current earning of bank 

. 

 Liquidity:- 

        Money is getting blocked, decreased profit lead to lack of enough cash and which lead to 

borrowing money for shortest period of time which leads to additional cost to the company. 

Difficulty in operating the functions of bank such as routine payments and dues is another cause 

of NPA due to lack of money. 
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 Involvement of Management  

           Time and efforts of management is another indirect cost which bank has to bear due to 

NPA. Time and efforts of management in handling and managing NPA would have diverted to 

some fruitful activities, which would have given good returns. Now a day’s banks have special 

employees to deal and handle NPAs, which is additional cost to the bank. 

 To Protect the Interest of Depositor:- 

          Depositors are the key person of the banks because of their deposits the banks are able to 

lend to borrowers. Depositors want consistence interest income on their deposits. When their 

deposits, advanced to borrowers, which would, later on, if become a NPA, banks would be 

unable to pay timely interest to depositors will switch of their deposits from one bank to another 

bank which is not commendable for particular bank. Thus it is very important for banks to 

manage efficiently their advances, which are likely to turn into NPAs. 

 High Provision:- 

         Higher NPA leads banks to compel higher provisions for “Bad Debts Reserve” as per the 

norms of RBI. Provision will be done by realized profit and NPA will block the actual profit of 

banks for current year thus NPA has a dual effect i.e. not realization of interest income and 

separate provision for NPA from Profit & Loss account. 

 Creditworthiness of the Banks:-  

        NPA works as a tool for worthiness of particular bank. If banks are having high NPA level 

then it will be very difficult to raise additional funds from market. It will make bad impression of 

banks on people. 

 

 Welfare of Employees:- 

         If banks are having high NPA it will run the whole capital and past reserves, which raise 

question for existence of banks. Thus, many personal will loss employment, but also banks cannot 

make any provision for welfare activities of the employee’s future benefits due to lack of 

availability of free reserves. 
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  Expansion Plan:- 

      For instance banks want to start as its expansion plan and its NPA level higher. Then 

prescribed by RBI that is 15% of advance, banks will not be able to get permission from the 

RBI for starting a new branch. Thus it is necessary to control NPA level within prescribed limit 

for future growth of banks. 

 In the Interest of Sustained Economic Growth:- 

        For the interest of sustained economic growth it is necessary to control and minimize NPAs 

of nation banking sectors. High NPA leads to inflation in economy. Further, NPAs will reduced 

the opportunities for productive investment, ruin the efforts of directed allocation of funds, 

preferred investment areas, subsequently economy of country will not be able to achieve expected 

growth, which is decided on formation of budget. 

 Reporting of NPAs 

 Banks are required to report on NPAs as on 31st March each year after completion of 

audit. The NPAs would relate to the banks’ global portfolio, including the advance at 

the foreign branches. The Report should be furnished as per the prescribed format. 

 While reporting NPA figures to RBI, the amount held in interest suspense account, 

should be show as a deduction from gross NPAs as well as gross advance while 

arriving at the net NPAs. Banks which do not maintain interest suspense account for 

parking interest due on non-performing advance accounts, may furnished the amount 

of interest receivable on NPAs as a foot note to the Report. 

 Whenever NPAs are reporting to RBI, the amount of technical write off, if any, 

should be reduced from the outstanding gross advance and gross NPAs to eliminate 

any distorting in the quantum of NPAs being reported.  
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Reporting Format for Non-Performing Assets – Gross and Net NPA 

Particulars Rs. 

1. Gross advanced*  

2.  Gross NPAs *  

3. Gross NPAs as a percentage of gross advanced  

4. Total Deduction( a+b+c+d )  

a) Balance in Interest Suspense account** 

 

Read more at: https://www.caclubindia.com/forum/reporting-

format-for-non-performing-assets-113786.asp 

 

b) DICGC/ECGC claims received and held pending adjustment 

  

 

Read more at: https://www.caclubindia.com/forum/reporting-

format-for-non-performing-assets-113786.asp 

 

c) Part payment received and kept in suspense account 

 

Read more at: https://www.caclubindia.com/forum/reporting-

format-for-non-performing-assets-113786.asp 

 

d) Total provisions held ** 

 

Read more at: https://www.caclubindia.com/forum/reporting-

format-for-non-performing-assets-113786.asp 

 

5. Net advances (1-4) 

 

Read more at: https://www.caclubindia.com/forum/reporting-

format-for-non-performing-assets-113786.asp 

 

6. Net NPAs (2-4) 

 

Read more at: https://www.caclubindia.com/forum/reporting-

format-for-non-performing-assets-113786.asp 

 

7. Net NPAs as a percentage of net advance 

 

Read more at: https://www.caclubindia.com/forum/reporting-

format-for-non-performing-assets-113786.asp 

 

  

*excluding technical write off of Rs.  ………. crore. 

**Banks which do not maintain an Interest Suspense account to park the accrued interest 

on NPAs, may furnish the amount of interest receivable on NPAs. 

** Excluding amount of technical write off (Rs…….. …crores) and provision on standard 

assets (Rs………..crore). 

Strategies for Recovery 

i. Corporate Debt Restructuring (CDR): 

 CDR is a non-statutory mechanism among the Banks and Financial institutions. This 

principally aims at restructuring of the corporate debts of viable corporate entities affected by 

internal or external factors, outside the purview of BIFR, DRT and other legal proceeding for 

the benefit of all concerned. The process includes all the standard and sub-standard accounts. 

https://www.caclubindia.com/forum/reporting-format-for-non-performing-assets-113786.asp
https://www.caclubindia.com/forum/reporting-format-for-non-performing-assets-113786.asp
https://www.caclubindia.com/forum/reporting-format-for-non-performing-assets-113786.asp
https://www.caclubindia.com/forum/reporting-format-for-non-performing-assets-113786.asp
https://www.caclubindia.com/forum/reporting-format-for-non-performing-assets-113786.asp
https://www.caclubindia.com/forum/reporting-format-for-non-performing-assets-113786.asp
https://www.caclubindia.com/forum/reporting-format-for-non-performing-assets-113786.asp
https://www.caclubindia.com/forum/reporting-format-for-non-performing-assets-113786.asp
https://www.caclubindia.com/forum/reporting-format-for-non-performing-assets-113786.asp
https://www.caclubindia.com/forum/reporting-format-for-non-performing-assets-113786.asp
https://www.caclubindia.com/forum/reporting-format-for-non-performing-assets-113786.asp
https://www.caclubindia.com/forum/reporting-format-for-non-performing-assets-113786.asp
https://www.caclubindia.com/forum/reporting-format-for-non-performing-assets-113786.asp
https://www.caclubindia.com/forum/reporting-format-for-non-performing-assets-113786.asp
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The corporate would also continue to be eligible for fresh financing of funding requirements, by 

the lenders as per the respective, normal policy parameters and eligibility criteria. It shall make 

more corporate viable, especially when they are facing a temporary liquidity crunch or any other 

problems of a short term nature. This scheme started in 2001 but was fine-tuned in February 

2003,based on the recommendations made by a working group. A recent review of the operation 

of the scheme, revealed that nearly, one-third of the units, assisted under the scheme improved 

their financial position. 

ii. SRFAESI Act, 2002:  

The Government has passed the Securitization and Reconstruction of Financial Assets 

and Enforcement of Security Interest (SRFAESI) Act 2002, in order to give teeth to the banks to 

precede against the “wilful defaulter”, and an effect recoveries without the intervention of 

courts and tribunals. The Supreme Court in its judgment in April 2004, upheld the constitutional 

validity of the Act, and it has declared Section 17 (2) as unconstitutional as it violates Article 14 

of the Constitution of India. The SRFAESI ACI Act was amended in 2004 in order to dissuade 

the borrower, from delaying the repayment of dues, to facilitate speedy recovery of debt of 

secured creditors. 

iii. Through website:- 

The present era is the internet era, RBI provide website like 

www.pragatipublication.com&www.caclubindia.comtosellthe mortgaged assets bank and 

ARCs can conduct an auction through this website in an effective manner. 
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DATA ANALYSIS & INTERPRETATION 

 

5.1 Gross Advances 

 

5.1 GRAPH 

 

Interpretation: 

 During the period of the study the gross advances of the firm are fluctuating it was high 

28.68% in the year 2017 – 2018 because the Standard Assets are high & Sub-Standard Assets 

arelow and it was low 18.95% in 2016 – 2017. 
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Percentage of Gross advance

Year Amount Percentage 

2014-2015 139794.5619 - 

2015-2016 167750.3464 20.00% 

2016-2017 199546.8586 18.95% 

2017-2018 256782.9264 28.68% 

2018-2019 320120.8425 24.67% 
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5.2 Gross NPA 

Year Amount Percentage 

2014-2015 10359.82 - 

2015-2016 4863.44 -53.05% 

2016-2017 5418.71 11.42% 

2017-2018 5543.37 2.30% 

2018-2019 8707.02 57.07% 

 

5.2 GRAPH 

 

Interpretation: 

 During the period of study the Gross NPA of the firm is fluctuating. In the year 2015-
2016 is negative 53.05% because of the decrease in the substandard doubt assets and it was 
increase in 2018-2019. 
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 5.3 𝐆𝐫𝐨𝐬𝐬 𝐍𝐏𝐀 𝐑𝐚𝐭𝐢𝐨 =
Gross NPA

GROSS ADVANCES
 X 100   

Year Percentages 

2014-2015 7.41% 

2015-2016 2.90% 

2016-2017 2.72% 

2017-2018 2.16% 

2018-2019 2.72% 
5.3 GRAPH 

 

Interpretation: During the study the percentage of gross NPA ratio is fluctuating. It is high 
i.e, 7.41% in the year 2014-2015 and low in 2017-2018. It was increase in i.e,2.72% in 2018-
2019. 
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5.4 Total NPA provision amount = bad and doubt full debt reserve +reserve for        
overdue 

5.4 GRAPH 

 

 

Interpretation:   During the period of study the total NPA provision is fluctuating but in the 
year 2016-2017and 2018-2019 it is high 37.68% because of the increase in the bad and doubtful 
reserves. 
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Total NPA Provision

Year Amount Percentage 

2014-2015 5400.83  

2015-2016 3671.27 -32.02% 

2016-2017 3942.1 7.38% 

2017-2018 3288.57 -16.58% 

2018-2019 4527.86 37.68% 
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5.5   Net Advances =     Gross advances – Total NPA Provision 

 5.5GRAPH 

 

 

Interpretation: 
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amount

Year Gross advances Net advances Amount Percentage 

2014-2015 139794.5619 134393.7319 5400.83 - 

2015-2016 167750.3464 164079.0764 3671.27 -32.02% 

2016-2017 199546.8586 195604.7586 3942.1 7.38% 

2017-2018 256782.9264 253494.3564 3288.57 -16.58% 

2018-2019 320120.8425 315592.9825 4527.86 37.68% 
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During the period of study the net advances is also fluctuations in nature it is because of the total 

NPA provision created by bank. In 2015-2016 is negative 32.02% and 2018-2019 the net 

advances are high. 

 

5.6 Net NPA = Gross NPA – Total NPA provision 

 

 

 

 

 

 

 

5.6 GRAPH 

Year Amount 

2014-2015 
4958.99 

2015-2016 
1192.17 

2016-2017 
1476.61 

2017-2018 
2254.8 

2018-2019 
4179.16 
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Interpretation:   

During the period of the study net NPA is 2014-2015 is very high 4958.99 and it was decrease in 

2015-2016 and starts increasing in the year is 2016-2017. 

 

5.7 𝐍𝐞𝐭 𝐍𝐏𝐀𝐑𝐚𝐭𝐢𝐨 =
𝐍𝐞𝐭𝐍𝐏𝐀

𝐍𝐞𝐭 𝐀𝐝𝐯𝐚𝐧𝐜𝐞𝐬
 x 100 
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5.7 GRAPH 

 

Interpretation: 

During the period of the study Net NPA Ratio of the bank is low in year 2015-16 at 0.73% and 

high in the year 2014-15 with 3.69%
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Findings 

 The gross NPA in the 2018-2019 year is increasing  

 The gross advance is high 28.68% in the year 2017 – 2018 because the Standard Assets are 
high 

 The gross NPA ratio tends to maintain around 2% 

 The total NPA in 2018-2019 it is high 37.68% because of the increase in the bad and doubtful 
reserves. 

 The net NPA is also increasing year by year i.e, 2016-2017 to 2018-2019. 
 
Suggestions  
 

The suggestions are given based on the outcome of the data analyzed. These suggestions are 
related to the improvement in the management of NPA. 

 Bank should keep Non-performing Assets under the track. 

 Bank should follow even more stringent measure to tackle problem of non- performing assets. 

 The bank has to maintain strong relationship with the clients and conduct recovery camps for 
the effective recovery of loans. 

Conclusion: 
 
By increasing gross advance and decreasing gross NPA the year and maintaining the existing 
provision can help in increasing the value in terms of tangible and intangible factors. 
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Balance sheet as at 31st March, 2015 

Capital and liabilities Sch.No. As on 31.03.2015 
Rs. 

As on 31.03.2014 
Rs 

Share capital 
Reserves and surplus 
Deposits 
Borrowings 
Other liabilities and 
provisions 

             1 
         2&5 
              3 
   4,6&5A 
 
13,15&16 

            79,63,91,235.88 
         1,91,45,49,429.24 
       10,75,41,98,553.80 
         6,69,02,85,531.67 
            
            79,79,59,243.09 

              74,29,33,052.07 
           1,77,83,93,488.45 
           8,64,94,77,956.26 
           8,81,31,37,391.50 
                     
               63,67,19,291.62 

         20,95,33,83,993.68            
20,62,06,61,179.90 

 
Assets Sch.No. As on 31.03.2015 

Rs. 
As on 31.03.2014 

Rs 
Cash balances 
Balances with bank’s and 

money at call and short 
notice 
Investment 
Advances 
Fixed assets 
Other assets 

            18 
 

              7 
              8 
    9,11,5A 
             10 
 12,14&17 

          20,44,70,317.00 
 

          78,94,73,644.26 
       5,28,98,89,732.38 
     13,97,94,56,190.54 
          10,86,46,356.46 
          58,14,47,753.04 

                14,86,09,066.00 
 

                 49,09,69,690.53 
              4,79,70,46,632.92 
            14,50,63,72,366.90 
                 11,81,78,778.46 
                 55,94,84,645.09 

       20,95,33,83,993.68             20,62,06,61,179.90 
 

Profit and loss Account for the year ended 31st March,2015 

Income Sch.No. As on 31.03.2015 As on 31.03.2015 
Interest earned 
Other income 

             12 
        5&14         

       1,94,35,15,520.45 
            2,82,97,419.02 

              1,34,39,74,496.15 
                 22,41,88,764.93 

         1,97,18,12,939.47               1,56,81,63,261.08 
 

Expenditure Sch.No. As on 31.03.2015 As on 31.03.2015 
Interest expenses 
Operating expenses 
Provision for income tax 
 
Provisions and 
contingencies 
 
Profit for the year 

             13 
             15 

       1,49,18,29,576.79  
          25,12,40,980.12 
            3,99,82,842.00 
 
          10,69,42,711.00 
 

            8,18,16,829.56    

              1,08,59,26,073.38 
                 23,99,97,780.34 
                   3,79,36,946.00 
 
                 12,45,50,103.91 
 

                   7,97,52,357.45  
        1,97,18,12,939.47           1,56,81,63,261.08 
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Schedule:20 

NPAs: 

a. Gross NPAs                                                          Rs.10359.82 lakhs 

b. Net NPAs                                                              Rs. 4958.99 lakhs 

c. Percentage to Gross NPAs to total advances.          7.64% 

d. Percentage to Net NPAs to Net advances.               3.81% 
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Balance sheet as at 31st March, 2016 

Capital and liabilities Sch.No. As on 31.03.2016 
Rs 

Share capital 
Reserves and surplus 
Deposits 
Borrowings 
Other liabilities 

             1 
        2&5 
             3 
  4,6&5A 
13,15&16 

                97,16,15,571.47 
             1,85,76,43,978.92 
            14,35,86,90,879.97 
            10,44,11,20,881.20 
                 41,11,74,943.52 

              28,04,02,46,255.08 
 

Assets Sch.No. As on 31.03.2016 
Rs 

Cash balances 
Balances with bank’s and money at call and short 
notice  
Investments 
Advances 
Fixed assets 
Other assets 

          18 
           
             7 
             8 
9,11&5A 
           10 
12,14&17 

                 23,14,21,998.00 
 
                 74,09,59,252.55 
              9,84,78,87,432.28 
            16,77,49,73,072.03 
                 11,19,48,075.46 
                 33,30,56,424.76 

              28,04,02,46,255.08 
 

Profit and loss Account for the year ended 31st March,2016 

Income Sch.No. As on 31.03.2016 
Rs 

Interest earned 
Other income 

           12 
      5&14 

                 2,16,31,56,284.58 
                    19,99,47,081.09 

                   2,36,31,03,365.67 
 

Expenditure Sch.No. As on 31.03.2016 
Rs 

Interest expenses 
Operating expenses 
Provision for income tax 
Provisions and contingencies 
Profit for the years 

           13 
           15 

                 1,77,58,69,130.62 
                    34,54,56,717.37 
                      5,33,16,203.00 
                      8,66,70,265.64 
                    10,17,91,049.04 

                   2,36,31,03,365.67 
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Schedule:20 

NPAs: 

a. Gross NPAs                                                          Rs.4863.44 lakhs 

b. Net NPAs                                                              Rs. 1192.17 lakhs 

c. Percentage to Gross NPAs to total advances.          2.97% 

d. Percentage to Net NPAs to Net advances.               0.72% 
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Balance sheet as at 31st March, 2017 

Liabilities Sch.No. As on 31.03.2017 
Rs 

Share capital 
Reserve and surplus 
Deposits 
Borrowings 
Other liabilities and provisions 

1 
2 
3 
4 
5 

                1,12,92,02,900.00 
                1,20,21,16,318.00 
               16,75,81,74,118.00 
               11,12,46,75,743.00 
                 1,78,05,55,514.00 

                 31,99,47,24,593.00 
 

Assets  Sch.No. As on 31.03.2017 
Rs 

Cash balances 
Balances with bank’s and money at call and short 

notice 
Investments 
Advances 
Fixed assets 
Other assets 

6 
 

7 
8 
9 
10 
11 

                    22,53,43,399.00 
 
                 1,47,33,88,254.00 
                 8,96,18,90,168.00 
               19,95,46,85,862.00 
                    14,77,45,460.00 
                 1,23,16,71,450.00 

                 31,99,47,24,593.00 
 
 

Profit and loss Account for the year ended 31st March,2017 

Income As on 31.03.2017 
Rs 

Interest earned 
Other income 

2,28,15,11,483.44 
26,08,11,436.41 

 2,54,23,22,919.85 
 

Expenditure As on 31.03.2017 
Rs 

Interest expenses 
Operating expenses 
Provision for income tax 
Provisions and contingencies 
Profit for the year 

1,91,50,54,667.71 
32,96,69,650.87 
5,97,20,000.00 

11,34,77,043.12 
12,44,01,558.15 

 2,54,23,22,919.85 
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Schedule:20 

NPAs: 

a. Gross NPAs                                                          Rs.5418.71lakhs 

b. Net NPAs                                                              Rs. 1476.61 lakhs 

c. Percentage to Gross NPAs to total advances.          2.72% 

d. Percentage to Net NPAs to Net advances.               0.75% 
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Balance sheet as at 31st March, 2018 

 
Liabilities Sch.No. As on 31.03.2018 

Rs 

Share capital 
Reserve and surplus 
Deposits 
Borrowings 
Other liabilities and provisions 

1 
2 
3 
4 
5 

1,39,18,27,261.15 
1,36,09,13,674.23 

17,32,14,27,748.88 
15,15,24,26,542.00 
2,11,28,12,646.67 

  37,33,94,07,872.93 
 

Assets  Sch.No. As on 31.03.2018 
Rs 

Cash balances 
Balances with bank’s and money at call and short notice 
Investments 
Advances 
Fixed assets 
Other assets 

6 
 

7 
8 
9 

10 
11 

18,38,20,500.00 
 

1,27,80,76,180.06 
8,63,16,70,187.28 

25,67,82,92,642.09 
18,56,01,056.67 

1,38,19,47,306.83 

  37,33,94,07,872.93 
 

 

Profit and loss Account for the year ended 31st March,2018 

Income As on 31.03.2018 
Rs 

Interest earned 
Other income 

2,71,60,36,033.16 
11,39,83,214.40 

 2,83,00,19,247.56 
 

Expenditure As on 31.03.2018 
Rs 

Interest expenses 
Operating expenses 
Provision for income tax 
Provisions and contingencies 
Profit for the year 

2,08,87,01,747.75 
28,19,43,424.43 
7,05,00,000.00 

24,81,85,153.78 
14,06,88,921.60 

 2,83,00,19,247.56 
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Schedule:20 

NPAs: 

a. Gross NPAs                                                          Rs. 5543.37 lakhs 

b. Net NPAs                                                              Rs. 2254.80 lakhs 

c. Percentage to Gross NPAs to total advances.          2.16% 

d. Percentage to Net NPAs to Net advances.               0.89% 
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Balance sheet as at 31st March, 2019 

 
Liabilities Sch.No. As on 31.03.2019 

Rs 
Share capital 
Reserve and surplus 
Deposits 
Borrowings 
Other liabilities and provisions 

1 
2 
3 
4 
5 

1,70,11,91,585.59 
1,48,32,87,449.69 

19,37,25,21,293.82 
20,25,49,18,504.00 
2,74,78,98,074.13 

  45,55,98,16,907.23 
 

Assets  Sch.No. As on 31.03.2019 
Rs 

Cash balances 
Balances with bank’s and money at call and short notice 
Investments 
Advances 
Fixed assets 
Other assets 

6 
 

7 
8 
9 

10 
11 

24,57,04,723.00 
 

1,24,03,14,469.31 
10,05,78,46,731.28 
32,01,20,84,245.35 

22,60,93,483.67 
1,77,77,73,254.62 

  45,55,98,16,907.23 
 

 

Profit and loss Account for the year ended 31st March,2019 

Income As on 31.03.2019 
Rs 

Interest earned 
Other income 

3,30,73,37,309.12 
4,88,66,274.64 

 3,35,62,03,583.76 
 

Expenditure As on 31.03.2019 
Rs 

Interest expenses 
Operating expenses 
Provision for income tax 
Provisions and contingencies 
Profit for the year 

2,44,74,44,434.16 
43,05,66,855.45 
7,53,00,000.00 

24,68,82,412.09 
15,60,09,882.06 

 3,35,62,03,583.76 
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Schedule:20 

NPAs: 

a. Gross NPAs                                                          Rs.8707.02 lakhs 

b. Net NPAs                                                              Rs. 4179.16 lakhs 

c. Percentage to Gross NPAs to total advances.          2.72% 

d. Percentage to Net NPAs to Net advances.               1.32% 
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INTRODUCTION 
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INTRODUCTION 

HRM is the management of human resource in an organization. HRM is relatively modern concept 

which involved a range of human ideas and practice in management people. It is the organization 

function that deals with issues related to people such as competition, hiring, performance, 

management, organization development, safety. Wellness, benefits, employee motivation, 

communication, administration and trainimg. 

Definition 

Human Resource Management is the process of recruitment, selection of employee, providing 

proper orientation and induction, providing proper training and the developing skills, assessment 

of employee (performance of appraisal), providing proper compensation and benefits, motivating, 

maintaining proper relations with labor and with trade unions, maintaining employee’s safety, 

welfare and health by complying with labor laws of concern state or country. 

The National Institute of Personal Management (NIPM) of India has defined human resources 

– personal management as “that part of management which is concerned with people at work and 

with their relationship within an enterprise. Its aim is to bring together and develop into an effective 

organization of the men and women who make up enterprise and having regard for the well – being 

of the individuals and of working groups, to enable them to make their best contribution to its 

success” 

Human Resource Management: Objectives  

➢ To help the organization reach its goals.  

➢ To ensure effective utilization and maximum development of human resources.  

➢ To ensure respect for human beings. 

➢ To identify and satisfy the needs of individuals.  

➢ To ensure reconciliation of individual goals with those of the organization.  

➢ To achieve and maintain high morale among employees.  

➢ To provide the organization with well-trained and well-motivated employees.  

➢ To increase to the fullest the employee’s job satisfaction and self-actualization.  
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➢ To develop and maintain a quality of work life.  

➢ To be ethically and socially responsive to the needs of society.  

➢ To develop overall personality of each employee in its multidimensional aspect.  

➢ To enhance employee’s capabilities to perform the present job.  

➢ To equip the employees with precision and clarity in transactions of business.  

➢ To inculcate the sense of team spirit, team work and inter-team collaboration. 

Significance of Human Resource Management 

Human resources play a crucial role in the development process of modern economies. Arthur 

Lewis observed that there are great differences in development between countries which seem 

to have roughly equal resources, so it is necessary to enquirer into the difference in human 

behavior. It is often felt that, through the exploitation of natural resources, availability of 

physical and financial resources and international aid play prominent role in the growth of 

modern economies, none of these factors is more significant than efficient and committed 

manpower. It is in fact, said that all developed comes from the human mind. 

Role of HRM 

1. Job Analysis: It is the process of study and collection of information relating to the operations 

and responsibilities of a specific job. 

2. Recruitment: It is the process of searching for prospective employees and stimulating them 

to apply for jobs in an organization. 

3. Selection: It is the process of ascertaining the qualifications, experience, skill, knowledge etc.., 

of an applicant with a view to appraising. 

4. Placement:It is the process of assigning the selected candidate with the most suitable job 

requirements. It is matching of employee specifications with job requirements. 

5. Job Evaluation: It is the process of determining relative worth of jobs. 

6. Wage and Salary Administration: This is the process of developing and operating a suitable 

wage and salary programmed. 
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7. Incentives: It is the process of formulating, administrating and reviewing the scheme of 

financial incentives in addition to regular payment of wages and salary. 

8. Bonus:It includes payment of statutory bonus according to the payment of Bonus Act, 1965, 

and its latest amendments. 

9. Fringe Benefits:There are the various benefits at the fringe of the wage. Management provides 

these benefits to motivate the employees and to meet their life’s contingencies. 

10. Social Security Measures:Management provides social security to their employees in 

addition to the fringe benefits. 

Nature of Human Resource Management 

People in any organization manifest themselves, not only through Individual sections but also 

through group interactions. When individuals come to work place, they come out with not only 

technical skills, knowledge, but also with their feelings, perception, desires, motives, attitude, 

values. Therefore, employee management in an organization does mean Management is not 

only technical skills but also other factors of the human resources. 

Scope of HRM 

The scope of HRM is indeed vast. Specifically, the activities included are HR planning, job 

analysis and design, recruiting and selection, orientation and placement, training and 

development performance appraisal and job evaluation, employee and executive remuneration, 

motivation and communication, welfare, safety and health, industrial relations. 

Human resources take active role in the modern economic scenario of any Country. The 

abundant physical resources alone cannot benefit the growth of the Country without human 

resource component, which transformers physical resources into productive resources. In fact, 

the differences in the levels of economic development of the country are largely a reflection of 

the differences in quality of their human resources. The key element in this proposition is that 

the values, attitudes, general orientation and quality of people of the country that determines 

its economic development. 
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In the management of 5M’s i.e., men, machine, material and methods the men is only 

fundamental but also dynamic and challenging management of human resources included 

guiding human resources into a dynamic organization that attain its objectives with a high 

degree of morale and to the satisfaction of those concerned with it.   

Employee welfare  

      The word employee means any productive activity. In a broader sense, employee welfare  

means the adoption of measures to promote the physical, social,  psychological general well being 

of the working population. Welfare work in any industry aims or should aim at  improving the 

working and living conditions of workers and there  families. 

       The concept of employee welfare activities,however is flexible elastic  and differs from time 

to time,region, industry to industry and country to country, depending upon the value system, level 

of education, social customs, degree of industrialization and the general standard of the socio-

economic development  of a people. 

         It is also related to the political situation in a country.Further it depends upon the kinds of 

problems with which  society is confronted as well as on the structure of the industry.It is molded 

according to the age group, sex, social culture background, marital status, economic status 

educational level of the employees in various industries. 

Definition 

      Employee welfare has been defined in various ways, though no signal definition has found 

universal acceptance. 

      Social science defines as "the voluntary efforts of the employers to establish with in the existing 

industrial system working and sometimes living and cultural conditions of employees beyond what 

is required by law the customs of the industry video and the conditions of market". 
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Objectives of the study  

• To understand the need for having welfare measures in an organization. 

• To study various statutory and non- statutory welfare measures that are being provided in 

GROWEL FEEDS Pvt Ltd. 

• To find out employee level of satisfaction towards the welfare measures.  

• To identify the role of welfare facilities in employee retention. 
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Need for the study 

• A Study on  welfare measures is useful to the organization, to know how well the welfare 

measures practiced in the GROWEL FEEDS Pvt ltd. 

• It is also useful to know the opinion of the workers about different welfare measures taken 

by the GROWEL FEEDS pvt Ltd. 

• The study is useful in identifying the real situation implementation of the welfare measures 

that are presently taken by the GROWEL FEEDS pvt ltd.  
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Scope of the study 

      The study purpose the welfare measures provide to the workers at GROWEL FEEDS Pvt LTD, 

to overall response of the workers to the existing facilities and to improve further welfare measures. 

To study largely spotlights various factors and areas like safety precautions, housing, transport, 

hygienic drinking water, canteen facilities, first aid and medical care, festival bonus and provident 

fund, insurance. 
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Research methodology: 

       Methodology describes the method of achieving objectives through collection of data. The 

data collected can be either by primary sources of data or secondary sources of data   

Data collection 

Primary data: 

      Primary data can be collected either through experience of through survey. Those which are, 

collected a fresh and for the first time and thus happen to be original in character that is called 

primary data. 

       This data collector from the employees clerks etc., by administrating the questionnaire having 

face to face fraction with them. 

Secondary data: 

This data is collected from various sources which have been already existed or preserved i.e., from 

textbooks, annual reports and the information gathered from print  media and through websites. 

 

Sampling size 

The survey covered 100 workers out of 850 workers in the organization. 
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Limitations of the study 

• Time is an important limitation the whole study is conducted within a period of 45 days. 

• Collection of data from the company is also a major problem because concerned staff busy 

with their pre-occupied work. 

• The accuracy of analysis is largely depends on the quality of data collected from the work. 

• Due to fear sometimes respondents may give based information. 
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                                                    CHAPTER-II 

INDUSTRY PROFILE 
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At the olden age Indian Shrimp Feed cultivators used to import shrimp fed from other 

countries such as Thailand Taiwan, East Asian Countries etc., since there is no manufacturing of 

Shrimp feed in India. In importing this feed from other countries, the Indian cultivators face many 

problems such as it takes long time to import feed from other countries and the transportation 

charges are also very high and government duties are levied on the materials. In spite of heavy 

expenditure and lot of delay in getting feed, the aqua cultivators have to spend on them for feed 

because there is no aqua cultural production in India. After long time the Indian cultivators got 

Knowledge as hoe to prepare feed and decided to establish same active culture projects in India. 

In this process few companies have been established manly in Madras, Nellore, Cochin in 

India. Because of the high Technology is used for the preparations of shrimp feed, a few big 

companies were willing to start the production of shrimp feed for aqua cultivators. M/s Avanti 

feeds company Limited also is one of them. 

The shrimp Feed Predicate is mainly used to prawns for this quick and healthy growth .The 

aqua cultivators growth depend on prawn growth. So aqua cultivators always provide good quality 

feed, which does not contain any hormones and antibiotics. Shrimp Feed is finely packed in 

factories and supplied to aqua cultivators. The cultivators use this feeding in prescribed manner as 

per instructions given by feed exports. The cultivators feed them very carefully because their 

depends on prawn extensive growth. The prawns are supplied to their countries in large quantities. 

Prawns have good demand in foreign countries.   

The producers of shrimp fed not only produced prawn feed they also concerted on 

productions of fish fed which also has demand in market .The fish feed have demand in local 

market, but the prawn feed has demand in local markets as well as foreign market .For this reason 

the producers mostly concentrate on shrimp feed rather than fish feed. 

              In India the cultivators of aqua culture cultivate prawns in large quantity because it has 

large demand in other countries foreign countries are mostly interested to buy the prawns because 

of its quality and reliability. In olden days India was importing shrimp feed from other countries 

such as Thailand, Taiwan, Laos, Vietnam and other some shrimp feed cultivated countries. 
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               But now the improvement in technology India can also produce quality shrimp feed for 

home cultivators and other foreign country aqua cultivators. 

Shrimp feed is produced by many factories in India like Avanti Feed Ltd.,  Thailand 

company, located in Madras, Tapes  Waster Base Company Ltd., (Nellore), Grow Bert Co., 

(madras) Easy Culture Co.,(Cochin). These companies produced not only shrimp feed they also 

supply fish feed to their customers ( aqua cultivators ).  

 But these companies produce shrimp feed more than the fish feed because they have good 

price in foreign markets for shrimp feed.The demand for sea food is increasing all over the world, 

particularly Indian Seafood exports as could be seen from the increase in exports during the year 

2017-18. One of the reasons being, seafood is considered healthier as compared to other  meat.  

India is gifted with long coast line ideally suited for development of seafood industries. 

Planned development would provide abundant opportunities for seafood industry. Indian seafood 

product exports during the year 2017 recorded an increase of about 15% over previous year in 

terms of value and about ~ 10 % in terms of quantity. During year the 2017-1066.4 million 

tones of seafood valued at Rs. 99.2 billion were exported. The European Union remained the 

largest market for Indian seafood accounting for 0.16 million tones at Rs.29.93 billion with China 

taking the second position. 

 Exports to China have reduced by about 3.69% over the previous year.The Frozen shrimp 

continued to be the major item in the export basket of sea food accounting for ~42% of the total 

export earnings. Share of frozen shrimps in the exports during the year 2017-18 increased by 

~3% in quantity and ~10% in rupee value. 

 Though a marginal improvement in performance of the shrimp industry was seen during 

the year 2017-18 compared to 2016-17, it continued to be under pressure by and large due to 

non-availability of quality seed, inadequate infrastructure, un-favorable climatic conditions and 

un-remunerative export prices forcing the shrimp culture to be on a low key. 

The marine culture segment is projected to be the fastest-growing segment in the market 

during the forecast period, due to the increasing demand for seafood products and declining capture 

in fishery landings from the oceans. Ocean cage culturing of marine fish has encouraged the design 
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of new and innovative cages for culturing them in near-shore and offshore environments. 

Furthermore, advancements in technology such as water recirculation systems, along with the 

global rise in food demand, is providing promising growth opportunities for the marine aquaculture 

system  

Shrimp Processing and Exports - Products 

                        The Shrimp Processing and Exports Unit, certified ISO 22000: 2005 is located in 

Gopalapuram near Ravulapalem, East Godavari District Andhra Pradesh, India and confirms to 

HACCP, USFDA, EU & BRC Global standards. It is also an ACC Certified for best aquaculture 

practices. The state of art technology coupled with quality consciousness, excellent storage 

facilities, logistics capabilities, timely deliveries and commitment to customer satisfaction has 

made Avanti to be proud of a long list of loyal customers from USA, Europe, Japan, Australia & 

Middle East. 

                       The range of products, in addition to Client’s specific requirement, includes the 

following:  

• HEAD ON 

• EASY PEEL 

• RAW HEADLESS SHELL-ON 

• RAW PEELED AND DEVEINED TAIL-ON 

• RAW PEELED AND DEVEINED TAIL-OFF 

• BUTTERFLY CUT PEELED AND DEVEINED TAIL-ON 

• SKEWER 
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Infrastructure & Production Facilities 

The Plant, certified ISO 22000: 2005, has capacity of 1800 MT per annum comply with HACCP 

and has accreditation from USFDA, European Union and BRC Global Standards and Certified BY 

ACC for best aquaculture practices. The major facilities include:  

11. PLATE FREEZERS 

12. BLAST FREEZER  

13. IQF 

14. STATE-OF-ART COLD STORAGE FACILITY  

15. FLAKE ICE MANUFACTURING FACILITY  

16. BLOCK ICE MANUFACTURING FACILITY  

Demand of Shrimp Feed 

         Shrimp feed has good demand in local market as in foreign market. The cultivators who 

purchase the shrimp feed they have demand in foreign countries for their prawns. The cultivators 

supply prawns to Silence, Iraq and Gulf countries. Aqua cultivators mainly export feed to the above 

countries and other major countries. Total foreign exchange for selling of prawns in 4500 cores. 

Each prawn in Rs 120 in foreign market.   

 2014 -2015 2013-2014 

 a) Foreign Exchange 

Earnings 

 

2845.63 

 

2376.83 

b) Foreign Exchange 

 Out goings 

 

3452.16 

 

3036.32 
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Shrimp feed producers have demand in market because they produce international quality 

feed from best quality imported raw  material. Its ideals water stability in water is minimum 2 to 

4 hours. And the feed is nutritionally well balanced with less residual and excellent palatability 

and early digest by prawn. And the most important things is that the fresh feed with good attraction 

readily available to the door step of aqua cultivator.The export of shrimp feed is main source of 

foreign exchange earner for the country. Among sea food exports, shrimp exports constitute major 

share. 

Aqua Products Export Division: 

• Processing of Black Tiger, Scampi shrimps  

• with a capacity of 1200 MT. p.a  

• European Union approved plant 

• Exporting Pan frozen & IQF shrimps to EU, USA and Japan  

• HACCP compliant 

• USFDA   "A" List. 

 

Shrimp Shell Meal:  

• Manufacturing shrimp shell meal  

• With latest technical know how and imported machinery. 

• Having capacity of 1000 M.Ts per annum.  

 

Key Market Benefits: 

• This report provides an extensive analysis of the current and emerging market trends in the 

global aquaculture industry. 

• In-depth aquaculture market analysis is conducted by constructing market estimations for 

key segments between 2014 and 2022. 

• Comprehensive analysis of all regions is provided that determines the prevailing 

opportunities in these geographies. 

• This study evaluates competitive landscape and value chain to interpret the competitive 

environment across various geographies. 
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• Factors that drive and restrict the market growth are elaborated. 

• Exhaustive analysis by fish type predicts the major type used currently along with the ones 

that would gain prominence in the future. 

• Extensive analysis is conducted by following key product positioning and monitoring the 

top competitors within the framework. 
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About Growel feeds 

⚫ Located 60km east of vijayawada in the state of Andhra Pradesh, India - Growel feeds 

pvt.ltd.is one of the leading shrimp & fish feed producers in India.It situated in the heart of 

the region where the country's major aquaculture production takes place . 

⚫ The Growel group initially started with Growel formulations in 1994 and then growel feeds 

was floated in 2010 and later expanded to growel processors and growel aqua labs. Growel 

hatcheries is in the pipeline to supply high-health seed to acqa farming community.With the 

vision and mission of well-being of the people working in various verticals of aquaculture,the 

group named itself as 'Growel'.It is led by a team of professionals with more than 35 years of 

experience in the field of aquaculture. 

⚫ Growel's feed plant was established in 2010 and currently has the capacity to produce 

1,28,000MT of fish feed and 1,88,000MT of shrimp feed. it produces a wide range of aqua 

feeds for freshwater and marine fish, vannamei and tiger shrimp. All its facilities are HACCP 

system approved and BAP certified and it adheres to strict quality measures at every stage of 

the feed manufacturing process 

⚫ .The feeds are precisely formulated depending on the nutritional requirements of the cultured 

species. currently, Growel Feeds has more than 200 Business Associates all over India and it 

also exports feed to 13 different countries. The number of countries coming forward to import 

Growel feeds is increasing rapidly. Gowel has an in-house R&D innovation centre where it 

continuously tests its feed and develops new products to meet the customer needs.  

       

⚫ GROWEL’S commitment to quality, innovation and service has been attributed as the main 

reason for its success. with its talented workforce backed up by reputed scientists. Growel 

continuously strives for excellence in aqua feed production. 
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⚫ Growel Feeds is an entity of Growel Group which is led by a team of professionals with  

more than 35 years of experience in the field of aquaculture. 

⚫ It is promoted by Gowel Formulations Pvt.Ltd., Hyderabad which has been a pioneering 

aquaculture healthcare products manufacturer since 1994. 

⚫ Growel Formulations was the first company in the country set up solely with the intention 

to manufacture Aquaculture Healthcare Formulations. 

⚫ The company is managed by professionals with vast experience in various multinational 

pharmaceutical & other companies. 

 

Vision &Mission of Growel Group 

⚫ The name 'Growel' was coined to help the aqua farming community to grow well.We do not 

compromise on quality and we ensure that products are delivered on time. 

Growel feeds Growel Processors Growel Hatcheries 

(in pipelines) 

Growel groups 

Growel aqua labs 
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⚫ We have We are committed to sound business practices to ensure world-class product 

quality.We have been consistent in fetching tap-notch results for the aqua farmers. 

⚫ witnessed that our continous research and development has resulted in high quality products 

ever since we started.       

Growel’s Timeline of Expansion  

  1994                        Growel formulations Pvt. ltd  

  2010                         Growel Feeds Pvt.ltd -unit 1 

  2014                         Growel Feeds Pvt.ltd -unit 2 

  2014                         Growel Aqua Labs  

  2015                         Growel processors Pvt.ltd 

Quality Control  

⚫ Growel Feeds is committed to the manufacture and supply of quality aqua feed consistently 

to achieve customer satisfaction through effective implementation of the quality management 

system. 

⚫ Our quality control wing performs extensive investigations to measure and improve the quality 

of our products.we make sure that no compromise is made with quality during the production 

process. 

Salient Features of Growel Aqua Feeds 

Balanced feed formula to take care of essential nutrients for highest growth rate under varied 

stocking densities. 

Use of high quality feedstuffs from domestic and internationally reputed manufacturers with full 

traceability 
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Effective utilization of marine protiens 

Process technology ensures high digestibility,low microbial load,controlled nutrient leaching for 

prolonged feeding hours  

Highly water stable and fast sinking pellets for providing adequate palatability/nutition at 

prolonged feeding hours 

Provides immune enhancement/high pathogen challenge capability through highly stable 

vitamins,nucleotides and other micro nutrients  

Free from antibiotics,pesticides,pathogens,etc. 

Well protected from oxidation and microbial attacks 

Full traceability 

Shrimp Feed 

Due to the increasing seafood demand of growing world populations,shirmp production will likely 

become more intensive and will depend increasingly on nutritious and efficient aquaculture feeds 

containing ingredients from sustainable sources. 

To meet this challenge,growel feeds provides a variety of nutrition for shrimp. 

Fish feed 

We produce a variety of feed products to meet the nutritional requirements of freshwater as well 

as marine fish. 

We have feed for Polyculture and ornamental fish too. 

Growel Feeds Technology & Infrastructure 

Growel uses a state-of-the-art fully automated process that is completely controlled by a computer 

based system 
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Infrastructure Unit-1 Unit-2 

Single screw extruder - wenger,USA 1 1 

Twins screw extruder - wenger USA 1 1 

Pelletizers - Muyang,China - 4 

Production capacity 400tons/day 600tons/day 

.  

The Group Growel consists of Growel formulation(p)ltd, Hyderabad, Growel feeds pvt 

ltd., Gudiwada Growing venture pvt ltd.,, Gudivada and Growel processors pvt ltd., Gudivada, in 

the state of Andhra Pradesh, India. They are into manufacture, supply and distribution of health 

care products, feed for aquaculture and shrimp processing. 

The group is promoted by the promoters of M/s Growel formulation(P) ldt., Hyderabad a 

Aquaculture healthcare products manufacturer since 1994 and Mr.P.S.Narendra and three other 

leading fish farmer friends with about 5000 acres of fish culture under their control.  

 

The promoters have setting up another line of business i.e shrimp process for international market 

and frozen & fresh fish fillets, whole & stakes for the domestic and international markets.    

Growel feeds pvt .ltd .,an extruded floating fish feed manufacturing unit set up in 2008 came into 

commercial production in 2010 with an installed capacity of 60000 tons per annum with latest 

automatic technology in the manufacturing process. The unit is fully automated from mixing 

ingredients to bagging the finished product. In the year 2011, the unit is expanded its capacity by 

another 70000 tons per annum thus making a total capacity to 130,000 tons per annum. The 

Company is an ISO 9001:2008 certified by SGS.  

 

The Company started its second unit in 2014 with an additional installed capacity of 203,000 MTs 

of both Extruded Sinking fish feed and Shrimp feed. 
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Location of the feed unit 

The feed unit is near SINGARAYAPALEM 22 km. from GUDIVADA in Krishna Dist Andhra 

Pradesh in 14 acres land. It is situated very close to the fish farming and shrimp area and can reach 

the farthest farm within 6 hours.  

Brief history of promoters 

The chief promoters of the groups are Sri.M.S.Ranga Chary,M.V.N.Sesha 

chary&P.S,Narendra,R.Satish,Ch.Sudheer, P. Srinivas & P.Janardhan. 

These promoters, their relatives and close friends are also doing fresh water FISH farming in 

Krishna District AP in an extent of 5000 acres since 12 years and are successfully harvesting crops 

since then. 

The chief promoter M.S.Ranga chary is a post graduate in Pharmaceutical sciences from Banaras 

Hindu University (BHU) with PG diplomas in Biochemistry and Microbiology. He has worked in 

many multinational pharma formulations units both in India & in abroad. He has the unique 

distinction of working in R & D, manufacturing and in marketing area and has a total of 20 years 

industrial experience before starting consultancy. 

He started formulations manufacturing consultancy in 1978 and has many formulations to his 

credit both in human & in Veterinary. In fact he is one of the pioneers in the formulations for 

poultry and of course in Aqua. He stopped his consultancy in 1992 after starting Growel 

formulations (P) ltd., to avoid professional clash. Thus he has 50 years (5 decades) of post 

qualification experience. He is still the guiding factor for the group and actively participate in the 

operations of the unit on daily basis. 

M.V.N.Sesha chary, is a science graduate and a qualified Chartered accountant. He has 25 years 

of post-qualification experience - as practicing CA for 13 years and as whole time Executive 

Director of growel for 12 years now. He is totally involved in the day to day operations of the 

group and takes care of the Commercial & Financial aspects of the group.  

P.S.Narendra, is a Mechanical Engineer by qualification (1992) and is the sole distributor for the 

products manufactured by Formulations unit since 1992 for the districts of Krishna, East & West 
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Godavari, Vizag and Srikakulam. The major culture areas are under his territory and contribute 

about 35% of total turnover. He is also a partner in the FISH farming outfit. He is also setting up 

an integrated Tilapia project consisting of hatchery, farm with all government clearances. 

 

Chintapalli sudheer, is a commerce graduate residing at Gudivada, a hub for aqua culture. He is 

doing fish culture for 19 years and presently doing 450 acres of fish culture. His close family 

members has 1000 acres and friends has another 500 acres of culture.  

He promoted M/s Subhalakshmi Projects (P) Ltd., a real estate developing venture doing projects 

in Hyderabad. He also promoted an outfit called Indian Naturals & Granules Pvt. Ltd.,distributing 

floating fish feed since 2007 along with Sri.P.S.Narendra & Sri. R. Sateesh. They are also selling 

different feeds.  He has a very good circle of farmers and also one of the opinion making farmer 

in his area. He is also Chairman of irrigation water distributary committee of government of A.P 

for this region. 

Ravella Satish is an engineering graduate stationed at Vijayawada. His family is involved in 

finance activity & in contracts. They also have taken the dealership for Renault cars and small 

trucks of Ashok Lyland in the name of M/s. Aruna Motors Private Limited.   

He promoted M/s Subhalakshmi Projects (P) Ltd., a real estate developing venture doing projects 

in Hyderabad. He also promoted an outfit called Indian Naturals & Granules Pvt. Ltd., distributing 

floating fish feed since 2007 along with Sri.P.S.Narendra & Sri. Ch. Sudheer.  

He is also doing fish culture for the past 10 years and presently doing about 250 acres. His close 

friends has 1500 acres of aquaculture. He also owns agri lands, ware houses and commercial 

complex in Vijayawada housing business establishments.  

Potluri Srinivas is a post graduate in Business Administration (MBA). He is running a successful 

business of trading in Fish Feed ingredients in the name of M/s Vijay & Co... Kaikaluru since 10 

years a central place of Kolleru Lake a major Fish farming centre. Their firm sells about 20000 

MT of DORB (De Oiled Rice Bran) per annum.   
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He is doing fish culture for 15 years and presently doing 350 acres of fish culture. His close family 

members has 750 acres and friends has another 1000 acres of culture. 

He also distribute different fish feeds in the name of M/s Lotus Corporation, & M/s Indus 

Corporation with a combined annual turnover of  about `100 crores. 

 Polavarapu Janardhan is a Post graduate in commerce (M.Phil) and qualified Chartered 

accounting and also a CISA – (Certified Information Systems Auditor – from ISACA, USA), ISO 

27001 LA-- (Information Systems Security Certification Lead Auditor -- for enabling ISO27001 

Certification). He is in practice since 1987 and a member in many professional & academic bodies. 

He is also consultant to many organizations for Systems & Information audits etc.  His clients 

includes many big fish farmers and Raw material supplies for fish culture. His association will 

immensely help the project for success.      

All the promoters are well connected with about 20 years of experience in aquaculture farming, 

manufacturing and distribution of feed & healthcare products. 

Technical Directon 

Growel has taken Dr.A.V.Suresh on the board to take care of all the nutritional aspects of the feed 

recently who was instrumental in formulating the feed presently being sold. Dr.AV Suresh is a 

renowned Aqua feed nutritionist did his post-graduation in Aquaculture from Asian Institute of 

Technology, Bangkok, Thailand and Ph.D in Aquaculture from Southern Illinois University at 

Carbondale, USA. He has worked in India & in abroad and has excellent worldwide contacts & 

exposure in the aqua nutrition and has presented many international papers.  

 He has been associated with the Company since 2010 and was instrumental in introducing 

international formulating systems in the feed manufactured by our company. He is theDirectorn of 

Integrated Aquaculture International, Hastings, Nebraska, USA and co-Founder & Director, 

United Research (Singapore) Pte. Ltd., 
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Employee Welfare: 

 Employee welfare is an essential part of social welfare. It involves adjustment of an 

employees work life and family life to the community or social life. Employee welfare is in the 

interest of the employee, welfare measures help to counter act the negative effects of factory 

system. These measures enable the employee and his family lead a good life. Welfare facilities 

like housing, medical and children’s education, etc., help to improve the family life of employees. 

For the employers, welfare measures lead to higher morale and productivity of labour.  

 Employee welfare is also in the interest of the larger society because the health happiness 

and efficiency of   each individual represents the general well-being of all. Well-houses, well-fed 

and well-looked after labor is not only an asset to the employer but serves to raise  the standards 

of industry and  labour in the country .After employees have been hired ,trained and remunerated, 

they need not be retained and maintained to serve the organization better.  

          Employee welfare includes provision of various facilities under amenities in and around the 

work place for he better life of the workers. It is a part and parcel of social welfare.The term social 

welfare notes the welfare of the entire society  where as ‘labour welfare’ is a narrow concept 

concerned with the welfare of workers. 

                 Welfare facilities include medical, sports, education, cultural and other facilities. In 

India, some welfare facilities are compulsory as per labor laws While others are purely voluntary 

in character. It should be  noted that expenditure on labor welfare is a profitable measurement  in 

the long run as it motivates the workers for higher productivity . 

Definition 

                Welfare ‘means faring or doing well .It is comprehensive term, and refers to the physical, 

mental, moral  and emotional well-being of and individual. Further, the term welfare is a relative 

concept, relative in time and space . It however varies from time to time, from region to region and 

from country to country. Welfare, refers to as betterment work for employees, relates to taking 

care of  the well-being workers by employers, trade unions, and Government and Non-

Governmental agencies. 
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                   Welfare is also defined as a term which is understood to include such services, 

facilities, and amenities as may be established in or in the vicinity of understanding to enable the 

persons employed in them to performed their work in healthy, congenial, surroundings,  and to 

provide them with amenities conductive to good health and high morale. 

                          Welfare has two aspects. One  is negative and other is positive. On the  negative 

side is welfare is concerned with counteracting the baneful effects of the  large –scale industrial 

system of production especially capilistic so far as India is concerned on the personal family and 

social life of the worker. On the positive side, it deals with the provision of opportunities  for the 

worker and their family for a good life as understood in its most comprehensive sense. 

Scope of employee welfare 

the scope of employee welfare can be interpreted in different ways by different countries with 

varying stages of economic development, political outlook and social philosophy. Sometimes the 

concept is very wide one is more or less synonyms with conditions or work as whole. 

It may not include the minimum standard of hygiene and safety laid down in general legislation, 

but also such aspects of working life as social insurance , schemes ,measures for protection of 

women and young workers, limitations of hours of workers , paid vacations etc. 

All extra mural and Intra -mural welfare facilities as well as statutory welfare measures under 

taken by the employers, government, trade unions or val entry organizations fall within the scope 

of the employee welfare.it also include social  security welfare measures which contributes to 

workers welfare such as industrial health insurance, provident fund , gratuity, maternity benefits, 

work men compensations, pension and retirement benefits etc., which are specifies of large family 

encomposed by the term employee welfare. 

Importance of employee welfare 

Welfare is justified  for several reasons . it is desirable to collect the services of typical workers 

with the context . it helps dig and haul coal some deaths  of the earth to fetch and refine oil, to 

build damns and reservoirs , to lay pipes , canals, railway lines and roads.it creates and transmits 
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power through various phases of manufacturing patterns raw materials in to finished products of 

necessity as well as luxury. 

The industrial worker is indeed a soilder safe guard in the social  and economic  factors of the 

industrial economy and his /her actions  and interactions within the industrial frame work will have 

agreat impact and influence on industrial development . the social and economic aspects of the life 

of a worker have direct influence on the social and economic development of the nation. 

There is every need take extra care of the workers to provide both statutory and non- statutory 

facilities to him/her . another argument in favour of employee welfare is that the facilities help to 

motivate and retain employees.most welfare facilities are hygiene factors , which  according to 

Hertzberg, create dissatisfaction if not provided. Remove dissatisfaction , place an employee 

favourable mood, provide satisfies and then motivation will take place. Welfare facilities besides 

removing dissatisfaction develop loyalty  in workers towards the organization. 

Welfare  may not  directly increase productivity , but it may add to general feelings of satisfaction 

with the company and cut down labor turn over. The logic behid providing welfare facilities create 

efficient, healthy, loyal and satisfied force for the organization and also for the nation. In india 

industrial workers get the benefit various welfare facilities the purpose is to provide them with 

better life and also make them happy and efficient. 

The important benefits of welfare services are as follows 

o Welfare facilities provide better physical  and mental health to the workers and make them 

happy. 

o Such service facilities like housing scheme, medical benefits, and education and 

recreation facilities for the workers families  help to create contented workers families. 

o This will help them to devote greater attention towards their work. The gain in terms of 

productivity and quality of work will be large indeed. 

o Employees services serve to maintain some degree of peace with the employees unions 

in as much as these constitute a considerable part of the bargaining package . the harmony 

and the good relations that results are the king pin of higher productivity . 
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o Employers get stable labour force due to the provision of welfare facilities workers take 

active Interest in their jobs and work with a feeling of involvement and satisfaction . they 

also find their work interesting. 

o Employers secure the benefits of high efficiency , cordial industrial relations and low 

labor absenteeism and turn over. 

o Welfare measures raise productivity and bring industrial peace and cordial management 

relations. 

o An employer is able to attract talented workers from the labor market by providing 

attractive welfare facilities. 

 

Various Labor Enactments 

Employers are statutory require to comply with the provisions of various welfare amenities under 

different employee welfare legislation. 

Important acts relating to labor welfare are; 

1. The Factories Act, 1948. 

2. The Plantation Act, 1951. 

3. The Mines Act, 1952. 

4. The Motor Transport Workers Act, 1961. 

5. The Contract Labour 

6. 9registration And Abolition) Act, 1979.The Inter Stage Migrant 

Workmen(Regulation And Abolition) Act, 1979. 

And many other welfare and social welfare Acts are enacted. 

The Factories Act, 1948 

Every factory shall provide adequate and suitable facilities for, 

o Washing or drying wet clothes and storing of clothes not worm during working 

hours. 
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o Sitting arrangements for employees who are requiring working in standing 

position in order that may takes short rest in the course of work. 

o First aid boxes or cupboards equipped with the prescribed contests at least one 

for every 150 workers. 

o Ambulance rooms for 500 or more workers. The ambulance room shall be of 

prescribed size, having equipment  and medical and nursing staff as prescribed 

which should be made readily available during all working hours. 

o A canteen for 250 or more workers. 

o The canteen shall be suitably located and sufficiently lighted and ventilated. It 

shall be one of the prescribed size,equipped with necessary furniture, utensils 

etc., and operated on non-profit basis. 

o Rest rooms or shelters and lunchrooms with provision for drinking water 160 

or more workers are there. 

o Creches if 30 or more workers are employed. creches shall be sufficiently 

lighted and ventilated and maintained in a clean and sanitary condition under 

the charge of women trained in child and refreshment for children and facilities 

afar feeding of children at necessary intervals by their mother shall be made as 

per rules by their mother shall be made by as rules by the government. 

o If 500 or more workers are there then the welfare office shall be employee. 

o The state government lays down the scale standards to various welfare facilities. 

 

 

Objectives Of Employee Welfare Activities  

1. Partly humanitarian i.e., to enable workers to enjoy a fuller and richer life. 

2. Partly economic i.e., to improve the efficiency of the worker to increase its availability 

where it is scare and to keep him contened so as to minimize the inducement to form or 

join unions and to restore to strikes. 

3. Partly civic I,e., to develop a sense of responsibility and dignity and thus make them worthy 

citizens of the nations. 

4. Another object of the employee welfare is to fulfill the future and aspirations of employee. 
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5. In view of above discussions it is clear that employee welfare measures are to be inevitably 

undertaken  by the employers to reduce absenteeism and employee turnover and to increase 

production. Therefore in the fial analysis employee welfare services should. 

6. Enable the workers to live a richer and more satisfactory life. 

7. Contribute to the productivity of employee and efficiency of the enterprise. 

8. Raise the standard of living of workers by indirectly reducing the burden on their purse. 

9. It should be based on an intelligent production of the future needs of industrial work, and 

be so designed as to offer a cashion to absorb the shock of industrialization and 

urbanization on workers and administratively viable and essentially development in 

outlook. 

Features of welfare measures  

o Welfare includes various facilities, services and amenities provided to various workers 

for improving their health, efficiency ,economic betterment and social status. 

o Welfare measures are in addition to regular wages and other economic benefits 

available to workers due to legal provisions and collective bargaining. 

o Welfare measures are flexible and ever changing. New welfare measures added to the 

existing ones from time to time. 

o Welfare measures may be introduced by the employers , government and employees or 

by social or charitable agency. 

o The purpose of welfare is to bring about the development of the whole personality of 

the worker to make him a good worker and a good citizen. 

 

        The employees feel satisfied if they are provided with such facilities and they who 

also feel committed to the organization. Though welfare services are merely 

maintenance factors and not motivators , yet they are necessary for the health of the 

organization  since they bear close connection with productivity of the employees. 

        These are not a form of employers goodwill or charity to the workers , but re 

facilitative service to build and maintain the morale of the workers to achieve the 

objectives of the organization. 
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         Welfare services relative to physical and social well being of the Employees both 

within and outside the organization. Within the organization, these include provisions 

of medical benefits , sanitary facilities, rest rooms, etc. they may be also including 

meals and refreshments supplied free of cost or at subsidized rates to the employees . 

these are not a form of employers good will or charity to the workers , but are 

facilitative services to build. But outside the organization, welfare arrangements 

include provisions of housing accommodations, education of children or employees, 

medical advice for the family etc. 

    Welfare services are not a charity , they are essential to get higher productivity from 

the workers by satisfying their needs. On the whole these services may be basically 

many types. Some of them are briefly discuss in the following way. 

        Mouthy gives a comprehensive list of welfare activities in his monumental work 

on welfare . he divided welfare into two different measures into two broad groups, 

namely  

o Welfare measures inside the work place and 

o Welfare measures outside the workplace.  

Each group includes several activities, each one is briefly explained in the following 

1. Welfare measures inside the work place 

A. Conditions of the Work Environment 

a) Neighbourhood safety and cleanliness , attention to approaches. 

b) Housekeeping , up keeping of premises-compounding wall,lawns gardens, 

and so for the grass and ingress, passages and doors , white washing of 

walls and floor maintenance. 

c) Work shop(room)sanitation  and cleanliness, temperature, humidity, 

ventilation lighting, elimination of dust, smoke, fumes,gases. 

d) Control of effluents. 

e) Distribution of work hours and provision for rest hours, meal times  and 

breaks. 

f) Workmen safety measures that is maintenance of machines and tools, 

fencing of machines providing guards, helmets ,aprons, goggles and first 

equipment . 
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g) Supply of necessary beverages , and pills and tablets , that is salt tablets, 

milk, soda .  

B. Conveniences 

a) Urinals, and lavatories, washbasins, bathrooms, provisions for  spittoons , 

waste dispels. 

b) Provisions of drinking water-waster coolers. 

c) Management of workers cloak rooms, rest rooms , reading rooms and 

library. 

C. Workers health services 

a) Factor health centre - dipensary ,ambulance, emergency aid, medical 

examination for workers. 

b) Health education 

c) Health research 

d) Family planning services. 

 

 

 

D. Women and child welfare 

Antenantal and postanantal care, montranity  aid, creche and child care , womens 

general education, separate services for women workers, that is lunch rooms, 

urinals,rest rooms, women’s recreation(indoor), family planning services. 
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Table no. 1 

 

1. Are you satisfied with the welfare facilities provided in your organization? 

  

 

 

 

Interpretation : 

  

From the above graph it is interpreted that 50% of the respondents are highly  satisfied with the 
welfare facilities 5% of the respondents are highly dissatisfied.  
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S. No Options No of respondents %of respondents 

1 Highly satisfied 50 50% 

2 Satisfied 20 20% 

3 Neutral 5 5% 

4 Dissatisfied 20 20% 

5 Highly dissatisfied 5 5% 

 Total 100 100% 
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Table no. 2 

2. Are  you satisfied with working condition inside the work place? 

 

 

S. No Options No. of respondents % of respondents 

1 Yes 70 70% 

2 No 30 30% 

 Total 100 100% 

 

 

 

Interpretation : 

 

From the above graph 70% of the respondents are satisfied with working condition and 30% of the 
respondents are dissatisfied with working condition. 
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Table no. 3 

 

3. Do you any problem related to the Water Supply and Sanitation? 

 

S. No Options No. of respondents %of respondents 

1 Always 0 0% 

2 Very often 5 5% 

3 Less often 15 15% 

4 Never 80 80% 

 Total 100 100% 

 

 

 

Interpretation : 

 

From the above graph 80% of the respondents do not have any problem related to the water supply 
and 5% of the respondents very often have problem related to water supply. 
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Table no. 4 

4. What is the Level of satisfaction with Health and Medical services? 

 

S. No Options No. of respondents % of respondents 

1 Highly satisfied 50 50% 

2 Satisfied 30 30% 

3 Neutral 10 10% 

4 Dissatisfied 5 5% 

5 Highly Dissatisfied 5 5% 

 Total 100 100% 

 

 

Interpretation : 

 

From the above graph 50% of the respondents are highly satisfied with health and medical services 
and 5% of the respondents are dissatisfied with health and medical services. 
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Table no. 5 

5.Which welfare measures are more important to the Employee? 

 

S. No Options No. of respondents % of respondents 

1 Welfare measures 
inside the work 
place 

5 5% 

2 Welfare measures 
outside the work 
place 

5 5% 

3 Both 90 90% 

 Total 100 100% 

 

 

 

 

Interpretation 

From the above graph 90% of the respondents expressed that both are important to them and 5% 
of the respondents expressed that welfare measures inside the work place is important. 
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Table no. 6 

6.How do you rate working condition of the organization? 

 

S. No Options No.  respondents %of respondents 

1 Excellent 2 2% 

2 Good 3 3% 

3 Fair 95 95% 

 Total 100 100% 

 

 

 

 

Interpretation : 

 

From the above graph 95% of the respondents expressed that fair working condition and 2% of the 
respondents expressed that excellent working condition. 
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Table no. 7 

7.Do you think that welfare measures contribute the productivity and profitability of the 
Organization?  

S. No Options No. of respondents %of respondents 

1 Yes 100 100% 

2 No 0 0% 

 Total 100 100% 

 

 

 

 

Interpretation : 

 

From the above graph 100% of the respondents agreed with the contribution of welfare measures 
towards productivity and profitability. 

 

 

0

20

40

60

80

100

120

Yes No

N
o

 o
f 

re
sp

o
n

d
en

ts

Options

Contribution of welfare measures towards productivity 
and profitability     



43 

 

Table no. 8 

8. How long have you been working in this Organization? 

  

S. No Options No. of respondents %of respondents 

1 Less than 2 years 17 17% 

2 2 to 5 years 36 36% 

3 5 to 10 years 19 19% 

4 10 to 15 years 33 33% 

 Total 100 100% 

 

 

 

Interpretation : 

From the above graph 36% of the respondents are working from last 2years and 17% of the 
respondents are working since 10 years 
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Table no. 9 

9.Appropriate financial help and loan facilities provided by your Organization? 

 

S. No Options No. of respondents %of respondents 

1 Highly Satisfied 50 50% 

2 Satisfied 30 30% 

3 Dissatisfied 17 17% 

4 Highly Dissatisfied 3 3% 

 Total 100 100% 

 

 

 

Interpretation : 

From the above graph 50% of the respondents are highly satisfied with the financial help and loan 
facilities and 3% of the respondents are highly dissatisfied with the financial help and loan 
facilities. 
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Table no. 10 

10.Number of weekly holidays for employees provided at your Company? 

 

S. No Options No. of respondents %of respondents 

1 Half day 0 0% 

2 One day 100 100% 

3 Two days 0 0% 

4 None 0 0% 

 Total 100 100% 

 

 

 

 

 

Interpretation : 

From the above graph 100% of the respondents expressed that they have only one day holiday is 
provided. 
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Table no. 11 

 

11.Does the Organization provide Insurance facilities? 

 

S. No Options No. of respondents %of respondents 

1 Yes 100 100% 

2 No 0 0% 

 Total 100 100% 

 

 

 

Interpretation : 

 

From the above graph 100% of the respondents are agreed with the insurance facilities. 
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Table no. 12 

12.Rate the satisfaction level towards canteen facility provided by the company? 

 

S. No Options No. of respondents %of respondents 

1 Highly satisfied 30 12% 

2 Satisfied 17 17% 

3 Neutral 20 20% 

4 Dissatisfied 12 30% 

 Highly dissatisfied 21 21% 

 Total 100 100 

 

 

 

Interpretation : 

From the above graph 30% of the respondents are highly satisfied with the canteen facilities and 
12% of the respondents are dissatisfied with the canteen facilities. 
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Table no. 13 

13.Are you aware of employee welfare measures implemented at your organization?  

 

S.No Options No. of respondents % of respondents 

1 Yes 90 90% 

2 No 10 10% 

 Total 100 100% 

 

 

 

 

Interpretation : 

 

From the above graph 90% of the respondents are agreed that they are aware of employee welfare 
measures and 10% are not agreed that they are not aware of employee measures. 

0

10

20

30

40

50

60

70

80

90

100

Yes No

N
o

.o
f 

re
sp

o
n

d
en

ts

Options

Aware of employee welfare measures



49 

 

 

Table no. 14 

14. Do you satisfied with the percentage of festival bonus that are implemented at GROWEL 
FEEDS  Pvt ltd? 

S.No  Option No. of respondents %of respondents 

1 Highly satisfied 80 80% 

2 Satisfied 15 15% 

3 Neutral 5 5% 

4 Dissatisfied 0 0% 

5 Highly dissatisfied 0 0% 

 Total 100 100% 

 

 

 

Interpretation : 

From the above graph 80% of the respondents are highly satisfied with the percentage of festival 
bonus and 5% of the respondents are neutral with the percentage of festival bonus. 
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Table no. 15 

15.Do you have welfare officer in your organization? 

S.No Options No. of respondents %of respondents 

1 Yes 0 0% 

2 No 100 0% 

 Total 100 100% 

 

 

 

Interpretation : 

 

From the above graph 100% of the respondents agreed that they don’t have an welfare officer. 
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CHAPTER:VI 

FINDINDS,SUGGESTIONS&CONCLUSION 
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Findings:             

1. The welfare facilities in the Organization is satisfactory.         

2. All the employees feel that the welfare facilities are very useful to the development of 

organization and increasing the productivity.        

 3. 90% of the employees hate’s the Bad smell from the production and many of the employees 

feel that uncomfortable. 

4. The employees are satisfied with the accident precaution measures and safety precautions 

provided by the Organization.                 

5. The employees are satisfied with the festival Bonus and Personal Loans.         

 6. 70% of the respondents felt working conditions are good in the Organization. 

7. 100% of the respondents are satisfies with the water supply and sanitation. 

8. There is no welfare officer in the company. 
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Suggestions: 

1. The company should take care of employees health& safety measures regarding smell. 

2. Every month should conduct the medical camp for employees. 

3. The management should conduct the regular meetings and allow the employees to participate 

in it. It will help to improve the employee employer relationship. 

4. Housing facility can be improved. 

5. The company can provide more extra- mural welfare services. 

6. Welfare officer must be appointed in that company. 

7. The company should improve the recreational facilities being offered to the employees. 
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Conclusion          

 The study entitled “ a study on employee welfare measures practiced in Growel feeds pvt ltd 

Singarayapalem” aims to find out the employees awareness and satisfaction level respect to 

various welfare schemes, working conditions and social security schemes provided by the 

company. 
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                             QUESTIONNAIRES (Employee Welfare) 

 

Name:                                                                                         Qualification:                                                                                   

Age:                                                                                             Designation: 

Gender:                                                                                       Experience: 

 

1. Are you satisfied with the welfare facilities provided in the organization ? 

   A) Highly satisfied   b)Satisfied  c) Neutral  d) Dissatisfied   e) Highly dissatisfied 

2. Are you comfortable with working condition inside the work place ? 

    a) Yes                                           b) No 

3. Do you face any problem relating to water supply and sanitation? 

   a) Always          b) very often              c) less often             e) Never 

4. What level of satisfaction with the health and medical services? 

    a) Highly satisfied   b)Satisfied  c) Neutral  d) Dissatisfied   e) Highly dissatisfied 

5. Which  welfare measures are more important for the organization? 

    a) Welfare measures inside the work place b) welfare measures outside the work place c) Both 

6. How do you rate working condition of the organization? 

    a) Excellent                 b) Good                      c) Fair 

7. Do you think that welfare measures contribute to the productivity and profitability of the 

organization? 
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     a) Yes                                                        b) No 

8. How long have you been working in this organization? 

    a) Less than 2years   b) 2 to 5 years      c) 5 to 10 years        d) 10 to 15 years 

9.Appropriate financial help and loan facilities provided by your organization? 

    a) Highly satisfied  b) Satisfied  c)Dissatisfied  d)Highly Dissatisfied  

10. Number of weekly holidays for workers for workers provided in your company? 

       a) Half day             b) One day              c) Two days             d) None 

11. Does the organization provide Insurance facilities?   

      a) Yes                                                          b) No 

12.Rate the satisfaction level towards canteen facility provided by the company? 

    a) Highly satisfied  b)Satisfied   c)Neutral  d)Dissatisfied   e)Highly Dissatisfied 

13. Are you aware of employee welfare measures implemented at your organization? 

      a) Yes                                                b) No 

14. Do you satisfied with the percentage of festival bonus that was implemented at GROWEL 

FEED Pvt ltd? 

      a) Highly satisfied   b)Satisfied  c) Neutral  d) Dissatisfied   e) Highly dissatisfied 

15. Do you have welfare officer in your organization? 

          a) Yes                                               b) No  
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CHAPTER-I 

   INTRODUCTION 

  



2 
 

 

 

SALES PROMOTION  

 

 

1.1 INTRODUCTION 

Sales promotion is a type of Pull marketing technique. If you have a product which is new in 

the market or which is not receiving a lot of attention, then you can promote this product to 

customers via sales promotion.  

 

When a brand wants to increase the sales of its products, it uses Sales promotion. The brand 

can increase the sales by attracting new customers to their products or by retaining the old 

customers by various means. The company can also motivate the dealers and distributors of 

their channel to perform better for their brand, and to get their stock moving. 

 

Definitions of Sales Promotion 

According to American Marketing Association “Those marketing activities other than 

personal selling advertising and publicity that stimulate consumer purchasing and 

dealereffectiveness such as display shows and exhibitions, demonstrations and various 

nonrecurrent selling efforts not in the ordinary routine.” 

 

W.J. Stanton defines sales promotion as all those activities other than advertising, personal 

selling, public relations and publicity that are intended to stimulate customer demand and 

improve the marketing performance of sellers. 

 

Philip Kotler (1936) “Those marketing activities other than personal selling, advertising, and 

publicity that stimulate consumer purchasing and dealer effectiveness, such as display, 

shows, expositions, demonstrations, and various other non-current selling efforts, not in 

ordinary routine.” 
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1.2 Need of the Study: 

 The main purpose of doing this project was to know about sales promotion and its 

techniques used by the company. 

 To understand current sales promotion activities of the company. 

 This study attempts to assess the promotional activities of the organisation. 

 Sales promotional activity not only satisfy the organisational goal, it fulfils the 

customer and helps in acquiring new customers. 

 The aim of sales promotion is to introduce a new product in the market. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



4 
 

 

 

 

1.3 Objectives of the Study: 

 To understand the fundamental basis on which sales promotion is planned and 

scheduled. 

 To understand various sales promotion activities of Sai Swarna Hyundai. 

 To know the effectiveness of different sales promotion activities used by Hyundai. 

 To analyse the problems in promotions faced by Sai Swarna Hyundai. 
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1.4 Scope of the Study: 

 The scope of the study is limited to Sai Swarna Hyundai,Vijayawada. 

 The topic is restricted to sales department i.e., sales promotion, and the research has 

considered the limited number of Sample of 100 respondents. 

 The study is limited to the sales promotion programmes for team leaders and team 

members at Hyundai. 
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1.5 Research Methodology: 

While deciding about the method of data collection to be used for the study, the researcher 

kept in mind for two types of data. 

Sources of the data: sample method is used for data collection.the types of data collection 

were- 

 Primary data  

 Secondary data 

Primary data: 

It is the data which is collected for once own research purpose. The primary data was 

collected  

through questionnaire &data was also obtained from the Observation. 

 

Secondary data: 

Secondary data was collected from company’s web sites, company’s annual records etc. of 

the  

research. The information is obtained from the brochure of Hyundai, websites, magazines, 

etc. 

 

Sample size: 100 were selected. 

 

Data analysis: data analysis is represented by pie chart and column chart. 

 

Questionnaire: data were collected from public. 
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1.6 Limitations of the Study: 

 The first and foremost limitation of the study is the sample size i.e., 100 

 Time has also been a major limitation as the period of project work is only 45 days. 

 The selected sample may or may not represent the entire work force. 

 The response obtained as a result of survey may not be true. 

 Sometimes the consumer does not reveal the correct information so biases come. 

 People do not like to waste time in giving the reply. 
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CHAPTER II 

INDUSTRY PROFILE 
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INDUSTRY PROFILE 

Automobile Industry  

 

                  The Indian automotive industry has witnessed an extraordinary boom in 

recent years, owing to the improvement in living standards of the middle class, and a 

significant increase in their disposable incomes. The size of the Indian automotive 

industry is estimated between US$ 120.09 billion and US$ 155.12 billion by 2016. 

The industry is expected to touch the 10 million mark, to which the Commercial 

Vehicle Segment will be a major contributor. Industry experts attach the Indian 

Automobile sales growth at a compounded annual growth rate of 12.24 per cent 

17,376,624 vehicles - by 2015. 

                   On the picture of the Indian economy, auto industry occupies a prominent 

place. Due to its deep forward and backward linkages with several key segments of 

the economy, automotive industry has a strong multiplier effect and is capable of 

being the driver of economic growth. A sound transportation system plays a pivotal 

role in the country's rapid economic and industrial development. The well-developed 

Indian automotive industry ably fulfils this catalytic role by producing a wide variety 

of vehicles passenger cars, light, medium and heavy commercial vehicles, multi-

utility vehicles such as jeeps, scooters, motorcycles, mopeds, three wheelers, tractors 

etc. The domestic market share is shown below 

Domestic Market Share for 2015-16 
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            The automotive sector is one of the core industries of the Indian economy, 

whose prospect is reflective of the economic resilience of the country. Continuous 

economic liberalization over the years by the government of India has resulted in 

making India as one of the prime business destination for many global automotive 

players. The automotive sector in India is growing at around 18 per cent per annum. 

 

                   Automobile Industry was de licensed in July 1991 with the announcement 

of the New Industrial Policy. The passenger car industry was, however, de licensed in 

1993. No industrial licensed is required for setting up of any unit for manufacture of 

automobiles expects in some special cases. The norms for Foreign Investment and 

import of technology have also been progressively liberalized over the years for 

manufacture of vehicles including passenger cars in order to make this sector globally 

competitive.  

                   At present 100% Foreign Direct Investment (FDI) is permissible under 

automatic route in this sector including passenger car segment. The import of 

technology/technological up gradation on the royalty payment of 5% without any 

duration limit and lump sum payment of USD 2 million is also allowed under 

automatic route in this sector with the gradual liberalization of the automobile sector 

since 1991, the number of manufacturing facilities in India has grown progressively. 

At present there are 15.7% manufacturers based on passenger cars & multi utility 

vehicles, 4.66% manufacturers based on commercial vehicles, 2.95% of 3 wheelers 

and 77.32 

 

                   The automotive industry has already attained a turnover of Rs. 1, 65,000 

Crore (34 billion USD). The industry provides direct and indirect employment to 1.31 

Crore people. The contribution of the automotive industry to GDP is 22% in 2012. 

The industry is also making a contribution of 13% to the fund of indirect taxes of the 

Government. 

                   Production of Passenger Vehicles crossed 3 million units growing only 

and 4.7 percent Commercial Vehicles grew 20 percent to 9 lakhs while the Two-

Wheelers market exceeded 15 million units in sales growing 16 percent 
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Advantage India  

1.India holds huge potential in the automobile sector including the automobile 

component sector owing to its technological, cost and manpower advantage. 

2. India has a well-developed, globally competitive Auto Ancillary Industry and 

established automobile testing and R&D centers.  

3. The country enjoys natural advantage and is among the lowest cost producers of 

steel in the world.  

4. India is the world’s second largest manufacturer of two wheelers.  

5. India is fifth largest manufacturer of commercial vehicles.  

6. India is fifth largest manufacture of tractors in the world.  

7. India is tenth largest passenger car market in Asia. 

8. World’s largest manufacturer of two wheelers is located in India. 

 

Auto Components Industry  

                     The Indian auto components industry has an estimated production of 

785.753units with US$ 43.3 billion with 13% growth. The spiraling demand from 

domestic and international auto companies has seen this sector emerging as one of the 

fastest growing manufacturing sectors in India and globally.  

 

                   . In tandem with the industry trends, the Indian component sector has 

shown great advances in recent years in terms of growth, spread, absorption of new 

technologies and flexibility. 

 

                     Indian auto component industry has seen major growth with the arrival 

of world vehicle manufacturers from Japan, Korea, US and Europe. Today, India is 

emerging as one of the key auto components center in Asia and is expected to play a 

significant role in the global automotive supply chain in the near future. 
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The Auto Component industry is today considered as the sunrise industry with huge 

growth prospects. The potential of this sector has been amply highlighted in the 

Automotive Mission Plan drawn up by the Ministry of Heavy Industries & Public 

Enterprises. The estimated auto components production turnover is 530 billion and the 

actual production is 2063 billion. 

 

 

Indian Auto Components Production Turnover 

                     Today, the auto-component industry has emerged as a highly 

competitive segment of the manufacturing sector. Indian auto component industry is 

wide (over 651 firms in the organized sector producing practically all parts and more 

than 10,000 firms in small unorganized sector, in iterated format) and has been one of 

the fastest growing segments of auto industry. During the year 2015-16, the Auto 

Component Industry continued its high growth path and emerged as one of the fastest 

growing sector in Indian Engineering Industry by clocking 21% growth in output 

during the year. 
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                      Auto Component exports grow by 31 percent to USD 6.9 billion in 

2015-16 from USD 5.2 billion in the year before. Imports continued to grow at 25 

percent, exceeding USD 10.5 billion compared to USD 8.5 billion in the previous 

year. 

                      It supports industries like automobiles, machine tools, steel, aluminum, 

rubber, plastics, electrical, electronics, forgings and machining. India has also 

emerged as an outsourcing hub for auto parts for international companies such as 

Ford, General Motors, Daimler Chrysler, Fiat, Volkswagen, and Toyota. 

 

                      As Global OEMs/Tier 1 companies have identified India as a Leading 

Competitive country for sourcing auto components for their global production, Indian 

auto component industry export scenario is changing very fast and auto component 

industry’s export growth was 15% in 2014-2015. 

 

 

The developments in the Indian auto component industry can be traced to trade 

liberalization during the 1990’s that resulted in an influx of multinational automotive 

companies like ford, general motors, Hyundai, Mercedes-Benz, Peugeot and Volvo 

into India. The entry of these foreign auto companies during the early 90’s changed 

quality standards and impacted the complexity of the parts required by OEMs. 
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                   Consumers reacted favorably to the expanded set of offerings and 

consequently the demand for cars in India surged. For example, the sale of foreign 

brand cars grew from almost nothing before the entry of Hyundai in 1997 to 15% of 

the car market in the year 1998-99 to more than 28% of the car market in 2012-13.  

 

                     The auto market, consisting of passenger vehicles, commercial vehicles, 

two wheelers, three wheelers and tractors, expanded from a sales level of 3.3 million 

vehicles (417,762 passengers vehicles alone) in the year 2010-11, to nearly 6.8 

million vehicles (900,752 passenger vehicles) during 2015-16. 

The Indian auto component industry responded to these challenges by adding capacity 

and modernizing existing plants. The total sales volume of auto components has 

increased 47% in the year 2014. 

                     Many firms entered into technical collaboration and equity partnership 

global tier-one suppliers. Global tier-one suppliers like Delphi and Visteon set 

manufacturing units in India. During this period, there was significant growth in 

multinational companies ($1 billion in 2015-16, as against $0.27 billion in 1997 

exports are still very compared to annual global auto component sales, which was 

$730 billion, they are a significant share of the sales (approximately 10-12%) 

components firms. So the online sales also increasing. 
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Before Marathi, the auto component industry was characterized by low volumes, high 

fragmentation, negligible auto machine and consequently poor quality. This was 

simply because the automobile industry did not have any volumes worth talking 

about. Marathi challenged all that (in the process, Indian car producers in the first year 

itself by making 22,500 vehicles) for the first time the Indian market hand volumes 

worth speaking of a product that was exportable and proper systems. 

                   They key of course is the export-worthiness of the Marathi 800, Zen, 

something total alien to the industry before. So as Marathi grew crossing the 1, 00,000 

mark by 2014-2015, the component in in tandem.  

 

                    In the meantime, other Japanese majors like Honda, Yamaha, Toyota and 

Mitsubishi also flagged off two-wheelers and light commercial vehicles production. 

This paved the way for foreign collaborations in the component sector, and till date 

some Japanese alliances have been struck. Marathi itself floated joint ventures (JVs) 

and has as many as 375 vendors. 

 

               That was just the first step in the process of Indian component marks 

producing globally competitive products. To maintain their viability, ancillary had 

little choice but to focus on export markets, and step up quality.  
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                     This is evident in the spate of ISO 9000- certifications those component 

makers began to receive. Of the roughly 651 companies in this sector, at least 324 

have bagged ISO 9000 certification, something no other industry can boast of. 

                      The stepup process has not ended with the Japanese innovation. 

Gradually manufacturers from all parts of the world are making a beeline for India.  

             Component makers are now exposed to different, more complex and 

advanced development processes. Earlier, they were dealing with just one culture, one 

standard Japanese. Today we have the Koreans, the Americans, the Europeans and the 

French coming with their global suppliers in to the country.  

 

                       Ford, for instance, is flagging off the ford ACG (Automotive 

component group) and general motors’ have brought in Delhi. Toyota too, is creating 

a Toyota village around its manufacturing unit in the south, as is Hyundai, which will 

house all its ancillary suppliers in an industrial park.  

 

Future Prospectus  

                      It is estimated that by 2016-17 the total production of the auto 

component industry would be $75 billion with exports accounting for $15 billion, 

20% of the total domestic production. The demand for auto components in the same 

year expected to cross $80 billion. 

          Domestic Indian companies have developed strong manufacturing capabilities 

that have helped them till now in keeping cost low and quality under control. 

         As volume increases, Indian components manufactures will have to scale up 

their operations and future improves quality, cost and delivery performance to global 

standards demanded by customers, it added. 

 

         Over 70% of the auto component companies in India are SMEs. Government 

support for R&D/new product development is critical. 

         It also asked for eliminating of customs duty on alloy steel, aluminum alloy and 

secondary aluminum alloy. 
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COMPANY PROFILE 

 

Sai Swarna Hyundai 

 

Sai Swarna Hyundai was established in the year 2008. It was earlier known as 

Bharath Industries were it was started as a small work shop. But later the name was 

changed to Sai Swarna Hyundai. Today Sai Swarna Hyundai, is one of the largest 

cylinder liner manufacturer's in India. Started in the year 2008 as a small foundry 

under the visionary leadership of Mr.D.Babu suman (Chairman) Sai Swarna Hyundai 

has transformed. The organization into a truly professional organization with revenues 

closed to 25 million USD. Today, Sai Swarna Hyundai supplies engine components to 

original equipment manufacturers in India, USA, and Europe. The company has 

established itself as the preferred supplier of cylinder liners worldwide. 

 

Brand Name "Tiger Power" - The Tough Parts 

Today “Tiger Power" brand is most dynamic name in the cylinder liner manufacturing 

business. Sai Swarna Hyundai has nearly 40 years of industrial manufacturing 

experience in the field. Nearly 50 percent of the production goes to original 

equipment. Sai Swarna Hyundai had geared up to meet the technological changes and 

world standards. It also understood the competition in the world market arose done to 

the establishment of World Trade Organization. 

Sai Swarna Hyundai has consistently delivered quality automotive components in line 

with the specific of automobile majors in India and for the market spare parts 

segments to various countries like US, Italy, New Zealand, Bangladesh, Australia, 

Malaysia, Thailand, Mauritius and the Middle East. 

 

Vision of the Organization 

"To produce quality auto component products the matching best available in  the 

world in terms of innovative design features and endues at competitive cost 

deliverable in time and maximize customer satisfaction to ensure constant increase in 

market share and global presence for the company." 
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Mission of the Organization 

1. To constantly strive for automation and technology up gradation of company's 

plant process and product. 

2. To maximize customer satisfaction and efficient use of resources at company's 

disposal to optimize production and minimize cost. 

3. To trigger higher demand for company's product both in domestic and 

international market thereby improve market share. 

4. To improve both top line and bottom line of the company to ensure optimum 

returns for all stake holders of the company. 

5. To make Sai Swarna a true global conglomerate through professional 

management, corporate governance initiatives and strict adherence to regulatory 

compliance. 
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Technical Facilities 

Foundry 

 Inductotherm Induction Furnace 

 Automated Carousel Machines 

 Shot Blasting Machine 

 Heat Treatment Facilities 

 Parting Off Machines 

 

Test Equipment 

 Spectro Lab 

 Zeiss Metallurgical Microscope With Photographic Attachment 

 Image Analyzer 

 Nodularity Testing Equipment 

 Universal Testing Machine 

 Vickers, Brinnel& Rockwell Hardness Testing Machines 

 

Products 

 Cylinder Liners. 

 Compressor Sleeves. 

 Al - Fin Rings. 

 Piston Ring Castings. 

 Pistons. 

 

Products Range 

  Grand i10  

 Grand i10 neos 

 Elite i20 

 Tucson 

 Creta 

 Santro 

 Verna 

 Aura 
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Manufacturing Range 

 

 Cars and MUV's -cars (Compact, Mid-Sized, Saloon, Sedan) SUV'S & MUV's. 

 Commercial Vehicles - 

Light, Medium, Heavy, Trucks & Pickup vans. 

 Tractors 

 Other applications - 

Suitable for Compressor Engines, Diesel Engines, Marine, Aeronautical & 

Locomotives. 

 

 

Manufacturing Capabilities 

 

"Tiger Power" - Tough Parts had dovetailed their process to give peak performance 

with best quality at affordable price - a tangible result. We are proud to say now 

"Tiger Power" - Tough Parts is complete Global. Most of the vehicle manufacturer in 

the Indian domestic market has tie up with International manufacturers like Mazda, 

Hino, Mercedes Benz, Mitsubishi etc. 

 

List of Domestic O.E.M Client 

Product wise market share comparison with competitor 

 

Company Collaboration TP share 

Ashok Leyland Ltd Hino-Japan and

 British Leyland 

100.00% 

Telco Mercedes Benz 70.00% 

Eicher Motors Mitsubishi 100.00% 

Bajaj Tempo Ltd Daimler Benz 100.00% 

Swaraj Mazda 100.00% 

V.S.T.Tillers Tractors 

Ltd 

Mitsubishi 100.00% 
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And for the international market, Sai Swarna Hyundai has a start 5 years back and 

supplying the products after quality validation for the below customers interestingly, 

saiswarna has worked on tanderm with the above international collaborated Indian 

OEM’s to achieve their strength quality requirement both in foundry and machining. 

The above  OEM’s contribute 30% of Sai Swarna Hyundai turn over. Technical offer 

from Sai Swarna have played a vital role in establishing and understanding the 

international specification for the domestic OEM’s and had good report for working 

hand in hand to meet the drawing print specifications. And for the international 

market Sai Swarna Hyundai is supply in the products after quality validation for the 

below customers. 

 

Domestic After Market 

Sai Swarna Hyundai has a good market share in domestic market with the “Tiger 

Power” brand and is the biggest liner manufacturer in India. Sai Swarna had well 

established off site warehouse and branch set ups across India for market and 

customer access. 

Sai Swarna had started supplying its products to the aftermarket under the brand name 

“Tiger Power” since 2008. It has a dominating presence in the aftermarket and enjoys 

the confidence of major engine rebuilders/recorders, OEM’s and machines. Currently 

it possesses a market share of 35% in India and 30% in USA. Even exports a major 

share of its production to various countries across the globe viz., Italy, UK, France, 

New Zealand, Bangladesh, Australia, Malaysia, Thailand, Mauritius and the Middle 

East. It had wide-spread, well established networks in India, USA, Canada and 

Europe to serve its clients on 24×7 bases. Tiger power offers a wide range of “The 

Tiger Parts” like cylinders/sleeves, Value Seat Inserts, Value Guides, Tappets, 

Position Pins, Gaskets, Alvin Nickel Inserts, Cast Sleeves for aluminum blocks, Cast 

iron/Ductile Iron Pipes, Inertia Rings. 

Company Product 

Sai Swarna  manufacturers liners/sleeves in both cast iron and S.G.Iron, Centric cast 

value seat insert and Alfin Piston insert. As a new development saiswarna has started 

manufacturing the engineering items out of its own technology like 3mts, Pipes for 
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ash disposal for the thermal power plants, sugar crushers materials, and motor frames 

for the electrical motors. 

 

Technology Upgradation 

Sai Swarna has developed the basic technical requirement for the manufacturing of 

their products and in line to develop the technical strength hires experts from 

Germany for upgrading the foundry technology in line to the international practices. 

 

Network and Logistics in India 

At present Sai Swarna has central at Vijayawada and have warehouses and trained 

personnel across India for identification and follow up. Our own Fleet of trucks 

played role in logistics for on time deliveries as per customer’s requirements. The 

central warehouses in India are 

 Vijayawada 

 Gudivada 

 Mylavaram 

 Guntur 

 

 

Technical Highlights 

 

 Have a track record of 12 years. Equipped with the latest technology (in 

houses) in the industry to manufacture any variety of cylinder liners as per 

customer requirements meeting international standards. 

 Highly automated with state of the art technology having the complete 

manufacturing facilities in house. 

 Continuous R&D in house to have an edge over the competitions TS 

16949 certified company. 

 Good brand image. 

 Major supplier to domestic OEM’s like Tata Motors Ltd., Ashok Leyland 

Ltd., Eicher Motors Ltd., Bajaj Tempo Ltd., Swaraz Mazda Ltd., VST 

Tiller Ltd., and International OEM’s as Tier 2. 
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Technical Facilities 

Machine Division 

 Mazak CNC Turning & Machining Centres. 

 Nagel Double Expansion Honing Machines. 

 Gehring Honing Machines. 

 Centre Less Grinding Machines with Auto Gauging. 

 High Productivity SPM’s. 

 Automated Phosphating Plant. 

Test equipment 

 Lk Co-Ordinate Measuring Machine. 

 Zeiss Roundness Tester. 

 Zeiss Contour Measuring Machine. 

 Taylor Hobson Surface Roughness Tester. 

 Dyna Scan Profile Projector. 

 Multi Gauge Inspection Equipment. 

 Eddy Current Crack Detector. 

R & D Department 

The department develop the schedules according to the customer drawing and sent to 

the production department it develops all parameters of the company, makes research 

plans to decrease the cost of production and improve the productivity. 

 

Turnover 

The turn over as per the 2017 reports depicts that it has crossed the 20 million US 

dollars mark. The recent objective achieve a turnover of rupees 1200 crore and cost 

reduction by rupees 6 crore. 
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SWOT Analysis 

 

Strengths 

 Automated carousel machines at foundry for higher quality and 

productivity. 

 Automation of machining process with CNC machines to produce 

complex, shapes with close tolerance and higher productivity. 

 

 Well equiped laboratory to check all incoming material, metal charges, in 

process and finished components. 

 In house tool room facility to meet die and tool requirements. 

 Sai Swarna in completed with a sophisticated development competency for 

customized solutions. 

 Less oil consumption with enhanced engine life. 

 A perfect cross hatch finished with plateau parameters is produced while 

controlling the quality with plateau CNC honing machines. 

 Expertise in developing wet type D & E microstructure on OD for crossing 

resistance and type A & B microstructure on ID for lubrication and ware 

resistance properties. 

 The developmental lead time for new products in 4-9 weeks. 

 Price competitive at saiswarna means increasing production and reducing 

cost simultaneously, with its four decades of experience. 

 

Weakness 

A very few drawbacks have been sorted cut and they are very micro problems which 

can be kind of suggestions for the company. They are 

 As the company is driven by a huge man power, availability of man power 

is large and the laurels that can be spoken of a very few. So exposure to the 

outer world and communication with the other reputed factory employees ( 

through internet, industrial visits, guest lecturers) participate in many more 

certification and research which we certainly be another feather in the 

company’s cap. 
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 Giving away details of recent development in their respective fields in 

form of broachers. 

 Availability of a provision which would help them climbs the hierarchical 

ladder to boost up their confidence and trust on the company regarding 

their future. 

 Recreation clubs shall help them install tem spirit and relaxation too. 

 

 

 

Opportunities 

 

 A bright future waits ahead for this company as there is lot of opportunities 

thronging in. 

 The company has many warehouses and respective all over the india. 

 Expansion of the Sai Swarna Empire will be the next talk of the media if 

there be a good management which would lead the way. 

 Lot of opportunities await the employees too as there can be deputation 

provision to the other ware houses in other parts of the world. 

 

Threats 

 

 Personnel management is a real challenge to take up as it certainly dealing 

with man power and more the number the more is the problems. 

 Sai Swarna industries is right now driven by man power and very less 

involvement of automated machinery which can cause problems regarding 

their reputation but the installing of the automated machinery like the auto 

carousel machine, automated phosphate plant, short blasting machine, CNC 

and SPM machines solved the threats. 
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INTRODUCTION 

SALES PROMOTION 

Sales promotion is one of the elements of the promotional mix. The primary elements in the 

promotional mix are advertising, personal selling, direct marketing and publicity/public 

relations. Sales promotion uses both media and non-media marketing communications for a 

pre-determined, limited time to increase consumer demand, stimulate market demand or 

improve product availability. Examples include contests, coupons, freebies, point of purchase 

displays, premiums, prizes, product samples, and rebates. 

Sales promotions can be directed at either the customer, sales staff, or distribution channel 

members (such as retailers). Sales promotions targeted at the consumer are called consumer 

sales promotions. Sales promotions targeted at retailers and wholesale are called trade sales 

promotions. 

Sales promotion is implemented to attract new customers, to hold present customers, to 

counteract competition, and to take advantage of opportunities that are revealed by market 

research. It is made up of activities, both outside and inside activities, to enhance company 

sales. Outside sales promotion activities include advertising, publicity, public relations 

activities, and special sales events. Inside sales promotion activities include window displays, 

product and promotional material display and promotional programs such as premium awards 

and contests. 

 

Sales promotion is the process of persuading a potential customer to buy theproduct. 

Salespromotion is designed to be used as a short-term tactic to boostsales– it is rarely suitable 

as a method of building long-term customer loyalty. Somesales promotions are aimed 

atconsumers. Others are targeted at intermediariesand at the firm's sales force. 

Sales promotion is one of the five aspects of the promotional mix. (The other4 parts of the 

promotional mix are advertising, personal selling, direct marketing andpublicity/public 
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relations.) Media and non-media marketing communication areemployed for a pre-

determined, limited time to increase consumer demand,stimulate market demand or improve 

product availability. Examples includecontests, coupons, freebies, loss leaders, point of 

purchase displays, premiums,prizes, product samples, and rebates. 

Sales promotions can be directed at either the customer, sales staff, ordistribution channel 

members (such as retailers). Sales promotions targeted at theconsumer are called consumer 

sales promotions. Sales promotions targeted atretailers and wholesale are called trade sales 

promotions. Some sale promotions,particularly ones with unusual methods, are considered 

gimmicks by many. 

Sales promotion includes several communications activities that attempt toprovide added 

value or incentives to consumers, wholesalers, retailers, or otherorganizational customers to 

stimulate immediate sales. These efforts can attemptto stimulate product interest, trial, or 

purchase. Examples of devices used in salespromotion include coupons, samples, premiums, 

point-of-purchase (POP)displays, contests, rebates, and sweepstakes. 

Sales promotion is implemented to attract new customers, to hold presentcustomers, to 

counteract competition, and to take advantage of opportunities that are revealed by market 

research. It is made up of activities, both outside and inside activities, to enhance company 

sales. Outside sales promotion activities include advertising, publicity, public relations 

activities, and special sales events. Inside sales promotion activities include window displays, 

product and promotional material display and promotional programs such as premium awards 

and contests. 

Sale promotions often come in the form of discounts. Discounts impact the Way consumers 

think and behave when shopping. The type of savings and its location can affect the way 

consumers view a product and affect their purchase decision. The two most common 

discounts are price discounts (“on sale items”) and bonus packs (“bulk items”). Price 

discounts are the reduction of an original sale by a certain percentage while bonus packs are 

deals in which the consumer receives more for the original price. Many companies present 

different forms of discounts in advertisements, hoping to convince consumers to buy their 

products. 

 

Outside sales promotion activities include 
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advertising, publicity, public relations activities, and special sales events. Insidesales 

promotion activities include window displays, product and promotionalmaterial display and 

promotional programs such as premium awards and contests.Sale promotions often come in 

the form of discounts. Discounts impact the wayconsumers think and behave when shopping. 

The type of savings and its locationcan affect the way consumers view a product and affect 

their purchase decision.The two most common discounts are price discounts (“on sale items”) 

and bonuspacks (“bulk items”). Price discounts are the reduction of an original sale by 

acertain percentage while bonus packs are deals in which the consumer receivesmore for the 

original price. Many companies present different forms of discountsin advertisements, hoping 

to convince consumers to buy their products. 

 

DEFINTION OF SALES PROMOTION 

Sales promotion implies a wide variety of promotional activities. In the currentmarketing 

practices, the role of sales promotion has increased tremendously.Companies spare and spend 

millions of rupees to arrest consumer attention towardproducts and to arouse purchase 

interest. Sales promotional efforts also improvefirm’s competitive position.  

 

Such efforts seem inevitable in today’s marketing situation. It can also reducethe degree of 

consumer dissatisfaction. Nowadays, sales promotional efforts areundertaken for variety of 

purposes. It is among the most critical and expensivemarketing decisions. 

 

Sales promotion covers those marketing activities other than advertising,publicity, and 

personal selling that stimulate consumer purchasing and dealereffectiveness. Sales promotion 

mainly involves short-term and non-routineincentives offered to dealers as well as 

consumers. The popular methods used forsales promotion are demonstration, trade show, 

exhibition, exchange offer,seasonal discount, free service, gifts, credit facilities, contests, and 

so on.  

 

Philip Kotler (1936) “Those marketing activities other than personal selling,advertising, and 

publicity that stimulate consumer purchasing and dealereffectiveness, such as display, shows, 
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demonstrations, expositions, and variousother non-current selling efforts, not in ordinary 

routine.” 

 

Robert C. and Scott A.: “Sales promotion consists of a diverse collection ofincentive tools, 

mostly short-term, designed to stimulate quicker and/or greaterpurchase of particular 

products/services by consumers or traders.” 

 

Sales Promotion is one of the four aspects of promotion i.e. advertising,personal selling, and 

publicity/ public relations. According to AMA, “sales Promotion includes all those sales 

activities that supplement both personal selling andadvertising and coordinate them and help 

to make them effective such as displays, shows and exhibitions, demonstrations and other 

non-recurrent selling efforts not used in the ordinary routine.” 

 

“Sales promotion includes incentive-offering and interest-creating activitieswhich are 

generally short-term marketing events other than advertising, personalselling, publicity 

anddirect marketing. The purpose of sales promotion is tostimulate, motivate and influence 

the purchase and other desired behaviouralresponses of the firm’s customers.” 

 

Sales promotion offers a direct inducement to act by providing extra worth overand above 

whatis built into the product at its normal price. These temporaryinducements are offered 

usually at a time and place where the buying decision ismade. Not only are sales promotions 

very common in the current competitivemarket conditions, they are increasing at a fast pace. 

These promotions are directinducements. In spite of the directness, sales promotions are 

fairly complicated anda rich tool of marketing with innumerable creative possibilities limited 

only by theimagination of promotion planners. Sales promotion is often referred to by 

thenames of ‘extra purchase value’ and ‘below-the-line selling’. 

 

Today we find companies in almost all sectors offering some sort of a promotion scheme. 

These sectors range from automobiles to beverages, from financial services to foods, from 
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household durables to services, from household products to business products, from personal 

care to textiles and apparel. (Boonrod,2009). 

 

In recent years, sales promotion has been used widely to supplement andcoordinate 

advertising and personal selling efforts. Various sales promotion toolssuch as free samples, 

premium on sale, prize contests, dealer incentives, couponsand gifts, etc., are being used to 

stimulate market demand for products of daily use.The basic purpose is to stimulate on the 

spot buying through short term and nonrecurring incentives. 

 

CONCEPTS OF SALES PROMOTIONAL ACTIVITIES 

The sales promotion activities are 

 Money off coupon 

 Competition 

 Discount voucher 

 Free gifts 

 Loyalty cards 

 Advertisement 

 Demo 

 Exchange offer 

 Loan 

 Extended warranty 

 Social Media marketing 

Money off coupons customers receive coupons, or cut coupons out of newspapersor a 

products packaging that enables them to buy the product next time at a reducedprice. This 

money coupon helps the customer to avail the discount on the next orupcoming purchases. 

Competitions buying the product will allow the customer to take part in a chanceto win a 

prize. The customers are provided a chance to participate in a competitionand win an exciting 

prize.  
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Discountvouchers a voucher (like a money off coupon). Discount vouchers aresame like the 

money voucher. 

Free gifts a free product when buy another product. The customer is provided witha free 

gift at a time of purchase in order to retain the customer and provided betterpurchasing 

experience. 

Point of sale materials e.g. posters, display stands – ways of presenting theproduct in its 

best way or show the customer that the product is there. 

Loyalty cards e.g. Nectar and Air Miles; where customers earn points for buyingcertain 

goodsor shopping at certain retailers – that can later be exchanged formoney, goods or other 

offers 

Loyalty cards have recently become an important form of sales promotion. 

Theyencourage the customer to return to the retailer by giving them discounts based onthe 

spending from a previous visit. Loyalty cards can offset the discounts they offerby making 

more sales and persuading the customer to come back. They alsoprovide information about 

the shopping habits of customers – where do they shop,when and what do they buy? This is 

very valuablemarketing research and can beused in the planning process for new and existing 

products. 

Advertisement is an audio or visual form of marketing communication thatemploys an 

openly sponsored, non-personal message to promote or sell a product,service or idea. 

Sponsors of advertising are often businesses who wish to promotetheir products or services. 

Advertising is differentiated from public relations in thatan advertiser usually pays for and 

has control over the message. It is differentiatedfrom personal selling in that the message is 

non-personal, i.e., not directed to aparticular individual. Advertising is communicated 

through various mass media, including old media such as newspapers, magazines, Television, 

Radio, outdoor advertising or direct mail; or new media such as search results, blogs, 

websites or text messages. The actual presentation of the message in a medium is referred to 

as an advertisement or "ad". Commercial ads often seek to generate increased consumption of 

their products or services through "branding," which associates a product name or image with 

certain qualities in the minds of consumers. On the other hand, ads that intend to elicit an 

immediate sale are known as direct response advertising. Noncommercial advertisers who 

spend money to advertise items other than a consumer product or service include 
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politicalparties, interest groups,religious organizations and governmental agencies. 

Advertising may also be used to reassure employees or shareholders that a company is viable 

or successful. 

Demo A demonstration of a product or technique. 

Exchange offerAn exchange offer, in finance, corporate law and securities law, isa form 

of tender offer, in which securities are offered as consideration instead ofcash. 

LoanA loan is a debt provided by an entity (organization or individual) to anotherentity at 

an interest rate, and evidenced by a promissory note which specifies,among other things, 

theprincipal amount of money borrowed, the interest rate thelender is charging, and date of 

repayment. A loan entails the reallocation of thesubject asset(s) for a period of time, between 

the lender and the borrower. 

The loan is generally provided at a cost, referred to as interest on the debt, whichprovides an 

incentive for the lender to engage in the loan. In a legal loan, each ofthese obligations and 

restrictions is enforced by contract, which can also place theborrower under additional 

restrictions known as loan covenants. Although thisarticle focuses on monetary loans, in 

practice any material object might be lent. 

 

Acting as a provider of loans is one of the principal tasks for financialinstitutions such as 

banks and credit card companies. For other institutions, issuingof debt contracts such as 

bonds is a typical source of funding. 

Extended warrantyAn extended warranty, sometimes called a service agreement,a 

service contract, or a maintenance agreement, is a prolonged warranty offered toconsumers in 

addition to the standard warranty on new items. The extendedwarranty may be offered by the 

warranty administrator, the retailer or themanufacturer. Extended warranties cost extra and 

for a percentage of the item'sretail price. Occasionally, some extended warranties that are 

purchased for multipleyears state in writing that during the first year, the consumer must still 

deal withthe manufacturer in the occurrence of malfunction. Thus, what is often promotedas a 

five-year extended guarantee, for example, is actually only a four-yearguarantee. 

Extended warranties have terms and conditions which may not match the originalterms and 

conditions. For example, these may not cover anything other thanmechanical failure from 
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normal usage. Exclusions may include commercial use,"acts of God", owner abuse, and 

malicious destruction. They may also excludeparts that normally wear out such as tires and 

lubrication on a vehicle.These types of warranties are provided for various products, 

automobileand electronics are common examples. Warranties which are sold through 

retailerssuch as Best Buy may include significant commission for the retailer as a resultof 

reverse competition. For instance, an auto warranty from a car dealership maybe 

subcontracted and vehicle repairs may be at a lower rate which couldcompromise the quality 

of service. At the time of repair, out-of-pocket expensesmay be charged for unexpected 

services provided outside of the warranty terms oruncovered parts. 

Social Media Marketing is the use of social media platforms and websites topromote a 

product or service. Most of these social media platforms have their ownbuilt-in data analytics 

tools, which enable companies to track the progress, success,and engagement of ad 

campaigns. Companies address a range of stakeholdersthrough social media marketing 

including current and potential customers, currentand potential employees, journalists, 

bloggers, and the general public. On astrategic level, social media marketing includes the 

management of the 

implementation of a marketing campaign, governance, setting the scope (e.g. moreactive or 

passive use) and the establishment of a firm's desired social media"culture" and "tone". To 

use social media effectively, firms should learn to allowcustomers and Internet users to post 

user-generated content (e.g. online comments, product reviews, etc.), also known as "earned 

media", rather than use marketer-prepared advertising copy. While social media marketing is 

often associated with companies, as of 2016, a range of not-for-profit organizations and 

governmentorganizations are engaging in social media marketing of their programs or 

services. 

Objectives of Sales Promotion:  

Sales promotion is a vital bridge or a connecting link between personal selling and 

advertising.  

1. To increase sales by publicity through the media which are complementary to press and 

poster advertising.  

2. To disseminate information through salesmen, dealers etc., so as to ensure the product 

getting into satisfactory use by the ultimate consumers.  
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3. To stimulate customers to make purchases at the point of purchase.  

4. To prompt existing customers to buy more.  

5. To introduce new products.  

6. To attract new customers.  

7. To meet competition from others effectively.  

8. To check seasonal decline in the volume of sales.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

CHAPTER V 

Data Analysis 

And  

Interpretation   
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5.Data analysis  

Table 5.1.1 

 

Age of the respondents 

Age  frequency Percent 

Below 25 38 38 

25-45 52 52 

Above 45 10 10 

total 100 100 

 

Chart 5.1.1 
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Interpretation 

From the above graph, it is inferred that 52% respondents are from the age 25-45 

years. 38% respondents are below 25 years. 10% respondents are above 45 years.  

 

 

 

Table 5.1.2 

Gender of the respondents 

Gender frequency Percent 

Male 85 85 

Female 15 15 

total 100 100 

 

Chart 5.1.2 
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Interpretation 

From the above graph, it is inferred that 85% of the respondents are male. 15% of the 

respondents are female. 

 

 

 

 

 

 

 

 

 

 

Table 5.1.3 

Occupation of the respondents 

occupation frequency percent 

Business 25 25% 

Employed  22 22% 

Professional 35 35% 

Other 18 18% 

85%

15%

GENDER

male Female
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Total  100 100% 

 

Chart 5.1.3 

 

 

 

Interpretation  

From the above graph, it is inferred that 35% respondents are professional. 25% are 

from business background. 22% are employed. 18% respondents are from other 

background. 

 

 

 

 

 

 

Table 5.1.4  

Income of the respondents  

Income  Frequency percent 

Below 25,000 12 12% 

25,000-50,000 22 22% 
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50,000-75,000 32 32% 

Above 75,000 34 34% 

Total  100 100% 

 

Chart 5.1.4 

 

 

 

interpretation 

from the above graph,it is inferred that 36% of the respondents earns above 75,000. 

32% of respondents earn from 50,000-75,000. 22% of respondents earns from 25,000-

50,000. 12% respondents earn below 25,000. 

 

 

 

 

Table 5.1.5 

Automobile companies that comes in your mind  

Companies  frequency Percent 

Hyundai 32 32% 

Swift 36 36% 
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Toyota 09 09% 

Others  23 23% 

 

 

Chart 5.1.5 

 

 

Interpretation 

From the above graph 36% are swift, and 32% are Hyundai ,9% are Toyota, other 

companies 23%. 

 

 

 

 

 

Table 5.1.6 

Come to know about us 

Come to know 

about us 

frequency percent 

Advertisement 35 35% 

Friends and family  20 20% 

Social media  05 05% 

32
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Internet  12 12% 

Magazines 15 15% 

Others 13 13% 

Total  100 100% 

 

Chart 5.1.6 

 

 

Interpretation 

From the above chart, it is inferred that 35% of the respondents come to know through 

advertisements. 20% of the respondents come to know through friends and family. 

15% of the respondents come to know through magazines. 13% respondents come to 

know through others. 12% of the respondents come to know through internet. 5% 

respondents come to know through social media. 

 

 

Table 5.1.7 

Visit to showroom 

Visited  

Hyundai  

frequency Percent 

Yes  78 78% 

35%

20%5%

12%

15%

13%

come to know about us 

advertisement

friends and family

social media

internet

magazines

others
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No  22 22% 

Total  100 100% 

 

Chart 5.1.7 

 

 

 

Interpretation 

From the above chart, it is inferred that 78% respondents have visited the Sai Swarna 

Hyundai. 22% of respondents have not visited the showroom. 

 

 

 

 

 

 

Table 5.1.8 

Exchange offer and loyalty programmes 

Availability 

of exchange 

offer and 

loyalty 

 

frequency 

 

Percent 

78%

22%
0%0%

yes

no
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programmes 

Yes 83 83% 

No 12 12% 

Never 5 5% 

Total 100 100% 

 

Chart 5.1.8 

 

Interpretation 

From the above graph, it is inferred that 83% of the respondents have know about the 

availability exchange offer and loyalty programmes. 12% respondents have not know 

about the availability exchange offer and loyalty programmes. 5% respondents have 

never know about the availability exchange offer and loyalty programmes. 

 

 

Table 5.1.9 

Availability of demo cars  

Availability 

of demo cars 

frequency Percent 

Good 78 78% 
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Neutral 22 22% 

Bad 0 0% 

Total  100 100% 

 

Chart 5.1.9 

 

 

Interpretation 

From the above chart, it is inferred that 78% respondents have rated the availability of 

cars as good. 22% respondents have rated the availability of cars as neutral.  

 

 

 

 

 

 

Table 5.1.10 

Satisfaction level through free gifts 

Satisfaction 

free gifts 

provided at 

 

frequency 

 

percent 

good
78%

neutral
22%

bad 
0%0%

AVAILABILITY OF DEMO CARS  
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the 

delivery  

Highly 

satisfied  

18 18% 

Satisfied 42 42% 

Neutral 32 32% 

Dissatisfied 8 8% 

Highly 

dissatisfied 

0 0% 

Total  100 100% 

 

 

 

Interpretation 

From the above chart, it is inferred that 42% respondents are satisfied with free gifts 

provided at the time of delivery. 32% respondents are neutral. 18% respondents are 

highly satisfied. 8% respondents are dissatisfied.  

 

 

Table 5.1.11 

Test drive offered 

Test drive 

offered  

frequency percent 

Yes 97 97% 

18%

42%

32%

8%0%

satisfaction free gifts provided at the 
delivery

highly satisfied

satisfied

neutral

dissatisfied

highly dissatisfied
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No 03 3% 

Total  100 100% 

 

Chart 5.1.11 

 

 

 

Interpretation 

From the above chart, it is inferred that 97% of the respondents said that they have 

offered test drive. 3% respondents said that they have not offered test drive service. 

 

 

 

 

 

 

 

 

Table 5.1.12 

Attractiveness of advertisement 

Attractiveness frequency Percent 
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of 

advertisement 

Excellent 40 40% 

Good  38 38% 

Neutral 22 22% 

Bad  0 0% 

Total  100 100% 

Chart 5.1.12 

 

 

Interpretation 

From the above chart, it is inferred that 40% of the respondents have reported 

excellent. 38% respondents have reported good. 22% respondents have reported 

neutral. No one reported bad. 

 

 

 

 

Table 5.1.13 

Visit our website  
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Visit of our 

website 

frequency Percent 

Yes 62 62% 

No 36 36% 

Never 2 2% 

Total  100 100% 

Table 5.1.13 

 

 

Interpretation 

From the graph, it is inferred that 62% of the respondents have visited our website. 

36% of the respondents have not visited our website. 2% of the respondents have 

never visited our website. 

 

 

 

 

 

 

 

Table 5.1.14 

Attractiveness of the competition  

62%

36%

2%

visited our website

yes

no

never
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Attractiveness of 

the competition  

frequency Percent 

Attractive 43 43% 

Neutral 45 45% 

Not attractive 12 12% 

Total  100 100% 

 

Chart 5.1.14 

 

 

Interpretation 

From the above chart, it is inferred that 45% respondents have reported that the 

competition are neutral. 43% respondents have reported that the competition is 

attractive. 12% respondents have reported that the competition is not attractive. 

 

 

 

 

 

Table 5.1.15 

Aware of products offered by Sai Swarna Hyundai   
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Aware of 

products 

offered by Sai 

Swarna 

Frequency  Percent  

Yes 79 79% 

No 21 21% 

Total  100 100% 

 

Chart 5.1.15 

 

 

Interpretation  

From the above chart it is inferred that 79% of the respondents know the products offered by 

the Sai Swarna. 21 % of the respondents don’t know the products offered by the Sai Swarna.  
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Table 5.1.16 

Which car come to your mind  

Which car 

come to your 

mind  

Frequency  percent 

Creta 31 31% 

Venue 19 19% 

Tucson 18 18% 

I 20 32 32% 

Total  100 100% 

 

Chart 5.1.16 

 

Interpretation  

From the above graph, it is inferred that 32% minds of the respondents  i20.31% respondents 

creta.19% of the respondents venue.18% of the respondents Tucson. 

 

 

 

Table 5.1.17 

Ratings of Sai Swarna Hyundai  
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Ratings for Sai 

Swarna Hyundai  

frequency Percent 

Excellent 40 40% 

Good 34 34% 

Neutral 26 26% 

Bad  0 0% 

Very bad 0 0% 

Total  100 100% 

 

 

Chart 5.1.17 

 

Interpretation 

From the above chart, it is inferred that 40% of the respondents have rated excellent. 34% 

respondents have rated good. 26% respondents have rated neutral. No one rated bad. 

 

 

 

Table 5.1.18 

Referrals 
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Referrals to 

others  

frequency Percent 

Yes  88 88% 

No 10 10% 

Never 2 2% 

Total  100 100% 

 

Chart 5.1.18 

 

 

Interpretation 

From the above graph, it is inferred that 88% respondents will refer others. 10% of 

respondents will not refer to others. 2% of the respondents will never refer to others. 
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CHAPTER VI 

Findings and suggestions  

 

 

 

 

 

 

 

 

 

 

 
6.1 Findings 
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 From the above study, it is inferred that 52% respondents are from age of 25-45 years. 

 From the study conducted, it is found that 85% of the respondents are male. 

 From the study, it is said that 35% respondents are professionals. 

 From the study, it is said that 34% of the respondents earns above Rs.75,000. 

 From the above study, it is found that 78% respondents have visited the Sai Swarna. 

 From the study carried out, it is found that 35% of the respondents come to know 

through advertisements. 

 From the above study, it is inferred that 40% of the respondents have rated excellent. 

 From the above study, it is said that 85% of the respondents have know about the 

availability of exchange and loyalty programmes. 

 From the above study, it is said that 78% of the respondents have rated the availability 

of cars as good. 

 From the above study, it is said that 42% of the respondents are satisfied with free 

gifts provided at the time of delivery. 

 From the above study, it is found that 97% of the respondents said that they have 

offered test drive. 

 From the above study, it is said that 62% of the respondents have visited our web site. 

 From the above study, it is said that 45% of the respondents have reported that the 

competition are neutral. 

 From the above study, it is found that 32% of the respondents i20 comes in mind. 

 From the above study, it is found that 79% of the respondents aware of products 

offered by Sai Swarna Hyundai. 

 From the above study, it is found that 88% of the respondents will refer others. 

 

 

 

 

 

 

Suggestions 

 It is suggested that the company should increase their advertising, newspaper and 

sales promotion like discount offers etc. 
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 The company should also find out ways to decrease their price so that they can 

compete with its competitors. 

 They should give more sales promotional services to the dealers so that they are 

happy with the company and ultimately boost up the sales. 

 The company should also focus on accessories availability. 

 It is also suggested that the company should arrange more awareness programs. 

 Loan schemes and car mela must be organized in a better way. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Conclusion 
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It is the concluded that sales promotion is important to improve the sales of the 

organization and to reach new customers. Each and every organisation should have a 

good strategic plan for their promotion to withstand in the market with huge competition. 

The best sales promotion will help the company to fulfil the organisational objectives. the 

sales promotion is must to improve their sales in every organisation. 

Therefore , the sales promotion plays a vital role in the organisation to fulfil the 

organisational goals and objectives. the company should frame the best strategic plan to 

meet the competition in the market and fulfil the customer needs. according to Philip 

Austin said that “sales promotion is a force that attracts humans to consume the products” 

this explains that how sales promotion influences the customer to buy a product.  
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Appendix  

                           Questionnaire on sales promotion at Sai Swarna Hyundai   

Name:  

Designation: 

Address: 

Ph no: 

1. Your age comes under which category? 

a) Below 25      b) 25-45      c) above 45 

 

2. What is your gender? 

a) Male             b) Female 

 

3. What is your occupation? 

a) Business     b) employ     

 c) professional     d) other 

 

4. Income of yours? 

a) Below 25,000        b) 25,000-50,000 

c) 50,000-75,000         d) above 75,000 

 

5. Which automobile company that comes in your mind? 

a) Hyundai                 b) swift 

c) Toyota                     d) others 

 

6. How do you come to about us? 

a) Advertisement 

b) Friends and family 

c) Social media 

d) Internet 

e) Magazines 

f) Others 
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7. Have you visited Sai Swarna Hyundai? 

a) Yes                   b) no  

 

8. Are you aware of the availability of exchange offers and loyalty programs in our 

showroom? 

a) Yes                   b) no             c) never  

 

9. How do u rate the availability of demo cars in our showroom? 

a) Good                b) neutral       c) bad 

 

10. Are you satisfied with the free gifts provided by Sai Swarna Hyundai at the time of 

delivery? 

a) Highly satisfied                     b) satisfied 

c) neutral                               d) dissatisfied       e) highly dissatisfied 

 

11. Was the test drive offered to you in Sai Swarna Hyundai? 

a) Yes                 b) no 

 

12. How do you feel about our advertisement on the basis of attractive and ethics? 

a) Excellent                               b) good 

c) neutral                                     d) bad 

 

13. Have you visited our company website? 

a) Yes                   b) no             c) never 

 

14. How attractive was the competitions organized by Sai Swarna Hyundai? 

a) Attractive         b) neutral       c) not attractive  

 

15. Aware of products offered by Sai Swarna Hyundai? 

a) Yes                   b) no 

 

16. Which car comes to your mind? 

a) Crete                b) venue 

c) Tucson          d) I 20 
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17.  At overall, how do you rate Sai Swarna Hyundai? 

a) Excellent           b) good  

c) neutral                 d) bad 

 

18. would you recommend Sai Swarna Hyundai? 

a) Yes                    b) no               c) never  

 

19. Any other suggestion for Sai Swarna Hyundai? 
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A STUDY ON 

 “NON PERFORMING ASSETS” 

AT 

 “THE GUDIVADA CO-OPERATIVE URBAN BANK LTD” 

 

1.1 Introduction: 

 Non performing assets means an asset or account of borrower, which has been 

classified by bank or financial institutions as sub-standard, doubtful or loss asset, in 

accordance with the directions or guidelines relating to asset classification issued by RBI. An 

amount due under any credit facility is treated as “past due” when it has not been paid within 

30 days from the due date. Due to the improvement in the payment and settlement systems, 

recovery climate, up gradation of technology in the banking system, etc, it was decided to 

dispense with ‘past due’ concept, with effect from March 31, 2001. Accordingly, as from that 

due date, a Non Performing Assets(NPA) shell be an advance where interest and /or 

installment of principal remain overdue for a period of more than 180 days, in respect of an 

overdraft /cash credit (OD/CC), the bill remain overdue for a period of more than 180 days in 

the case of bills purchased and discounted, interest and /or installment of principal remains 

overdue for two harvest seasons but for a period not exceeding two half years in the case of 

an advance granted for  agriculture purpose, and any amount to be received remains overdue 

for a period of more than 180 days in respect of other accounts. 

 With a view to moving towards international best practices and to ensure greater 

transparency, it has been decided to adopt the ’90 days overdue’ norm for identification of 

NPA’S, from the year ending march 31, 2004. Accordingly, with effect from March 31, 2004, 

a non-performing asset (NPA) shell be a loan or an advance where; interest and /or 

installment of principal remain overdue for a period of more than 90 days  in respect of a 
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term loan, the account remains ‘out of order’ for a period of more than 90 days, in respect of 

an OD/CC, the bill remains overdue for a period of more than 90 days in the case of bill 

purchased and discounted, interest and installment of principal remains overdue for two 

harvest seasons but for a period not exceeding two half years in the case of an advance 

granted for agriculture purpose, and any amount to be received remains overdue for a period 

of more than 90 days in respect of other accounts. 

 Non-Performing Assets (NPA), it is called such as while it is an “asset” it does not 

bring substantial income to its owner or is just dormant. The RBI has issued guidelines to 

banks for classification of assets into 4 categories. 

A. Standard Assets: These are loans which do not have any problem are less risk. 

B. Sub standard Assets: These are assets which come under the category of NPA 

for a period of less than 12 months. 

C. Doubtful Assets: These are NPA exceeding 12 months. 

D.  Loss Assets: Where loss has been identified by the bank or internal or external 

auditors or the RBI inspection but the amount has not been written off wholly. 
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Causes for Creation of Non-Performing Assets:    

1. External causes: 

Natural calamities and climatic conditions, Recession, changes in Government 

Policies changes in economic conditions, Industry related problems, impact of 

liberalization on industries, Technical problems. 

 

2. Internal causes: 

Internal defaulters, faculty projects, most of the project reports are ground 

realities, proper linkages, product pricing etc. Some approach for the “heck” of 

starting a venture, with poor knowledge of product risks, over depended on 

poorly paid killed workers and technicians. 
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1.2 Need for the study 

 The non performing assets that are not able to generate income for the bank are the 

great threat for the co-operative urban bank. Rather than generating profit for the bank, Non- 

Performing assets (NPA) drains off the income earned by the other performing assets by the 

way of paying interest to the real owner of the resources. It affects the overall profitability of 

the bank adversely by affecting the return on equity and return on assets. There are certain 

ways through which it affects the financial institutions are as follows: Thus, the need of the 

study of the non performing asset (NPA) is must necessary due to these reasons. These 

reasons are the crucial for any bank at present. One has to realize these matters and has to 

take corrective action against non performing assets reasons, as far as possible one has to 

convert all the non-performing assets accounts into personal account. As  far as the 

importance of the study is concern, without the study, one can’t identify the whole gamut of 

the non-performing asset(NPA) . To know, how the account is  becoming non-performing 

assets (NPA) is must necessary. After identifying the reason behind the particular non- 

performing asset account, one can go for a step ahead. That means for the step of how to 

convert into PA and how to prevent other account from becoming. As far as possible, one has 

to eradicate the reasons of non-performing asset (NPA). Thus, it is highly importance to study 

NPA in detail. 

 

 

 

 

 



5 
 

1.3 Objectives of the study  

 The objectives of the project was to  

• Understand the concept of non performing assets of co-operative urban bank. 

•  Study  the trends of non-performing asset (NPA) during last five years. 

•  Determine the factors affecting non- performing assets (NPA). 

•  Find out the effectiveness of recovery mechanism adopted by banks for non 

performing asset (NPA). 
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1.4 Scope of the study 

 The study has been conducted to understand the position of non-performing assets and 

also to study in detail the management non-performing assets in co-operative urban bank. The 

entire study depicts the movement of Non- Performing assets for several years. This study is 

conducted by referring to one of the leading co-operative urban bank.  The study was restricted 

to only one co-operative bank and its branches based on its performance and popularity. The 

present study of Non- performing Assets is confined and restricted to the boundary of 

cooperative urban bank and data is analyzed for last five years. 
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1.5 Methodology of the study 

Methodology is a systematic procedure of collecting information in order to analyze and 

verify a phenomenon. The collection of information is of two types. 

• Primary Data 

• Secondary Data 

Primary Data 

For collecting primary data researcher has used information sheet to collect the detailed 

particulars required from the branches. Such as information on NPA at branch level, 

provision made for NPAs, Cost of deposit, Interest paid on deposit, dividend paid by bank, 

yield on advances, capital adequacy ratio of the bank, recovery efforts made by bank etc. 

Secondary Data 

The secondary data have been collected from published material of the subject from the 

various sources of publication, i.e. Reserve Bank of India annual report, articles and research 

papers published in the journals of Indian Bank Association, National Institution of Bank 

Management, institute of Chartered Accountants, Books, articles published in financial news 

papers and internet.    
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1.6 Limitations of the Study: 

1. The study period is fixed for five years only since 2014 to 2019. 

2. The study is conformed to a period of 4 weeks. 

3. As most of the data is from secondary source, the accuracy is also limited. 

4. A deep analysis is made on Non performing Assets only. 

5. This study is restricted to only Co operative Urban Bank.  
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INDUSTRY PROFILE 

 

Introduction 

  

A co-operative bank is a financial entity which belong to its members, who are the 

same time owners and the customers of their bank. Co-operative banks are often created by 

persons belonging to the same local or professional community or sharing common interest. 

Co-operative banks differ from stock holder banks by their organization, their goals, their 

values, and  their governance. In most countries, they are supervise and control by banking 

authorities and have to respect prudential banking regulations, which put them at a level field 

with stockholder banks. Depending on countries ,the control and supervision can be 

implemented directly by state entities or delegated to a cooperative federation or central 

body. 

 Co-operative banking is retail and commercial banking organized on a cooperative 

basis. Co-operative banking institutions take deposits and lend money in most parts of the 

world. Co-operative banks include retail banking. As carried on unions, mutual savings and 

loan association, building societies and cooperatives, as well as commercial banking services 

provided by manual organization(such as cooperative federation) to cooperative businesses. 

 The structure commercial banking is of branch banking type, why the cooperative 

banking structure is a 3 time federal one. 

➢ A state cooperative bank works at the apex level (i.e. works at state level) 

➢ The central co-operative banks works at the intermediate level (i.e. works at district 

cooperative level) 

➢ Primary credit cooperative society at base level(i.e. at village level) 
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Even if cooperative bank organizational rules can vary according to respective national 

legislations, cooperative banks share common features as follows 

Customer owned Entities:  In cooperative banks, the need of the customers  meet the need 

of the owners, class cooperative bank members are both. As a consequence, the first aim of a 

cooperative bank is not to maximize profit but to provide the best possible products and 

services to its members. Some cooperative banks only operate with their members but most 

of them also admit non member clients to benefit from their banking and financial services. 

Democratic member control: Cooperative banks  are owned and controlled by their 

members, who democratically elect the board of directors. Members usually have equal 

voting rights, according to the cooperative principle of “one person, one vote.” 

Profit allocation: In a cooperative bank, a significant part of the yearly profit, benefits or 

surplus is usually allocated to constitute reserves. A part of this profit can also be distributed 

to the cooperative members, with legal or statutory limitations in most cases. Profit  is usually 

allocated to members either through a patronage dividend, which is related to the use of 

cooperative products and services by each member, or through an interest or a dividend, 

which is related to the number of shares subscribed by each member. 

      Cooperative banks are deeply rooted inside local areas and communities. They are 

involved in local development and contribute to the sustainable development of their 

communities, as their members and management board usually belong to the communities in 

which they exercise their activities. By increasing banking access in areas and markets where 

other banks are less present, farmers in rural areas, middle or low income  households in 

urban areas cooperative banks reduce banking exclusion and foster the economic  ability of 

millions of people. They play an influential role on the economic growth in the countries in 

which they work in and increase the efficiency of the international financial system.  
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 Their specific form of enterprise, relying on the above 38 mentioned principles of the 

organization has proven successful both in developed and developing countries. 

History of Co-Operative Banks in India 

For the co-operative banks in India, co-operatives are organized groups of people and 

jointly managed and democratically controlled enterprises. They exit to serve their members 

and depositors and produce better benefit and services for them. Professionalism in 

cooperative banks reflects the co-existence of high level of skills and standards in 

performing, duties entrusted to an individual. Co-operative banks have completed 100 years 

of existence in India. They play a very important role in the financial system. The cooperative 

banks in India form an integral part of our money market today. Therefore, a brief resume of 

their development should be taken into account. The history of cooperative bank goes back to 

the year 1904. In 1904, the co-operative credit society act was enacted to encourage co-

operative movement in India. But the development of cooperative banks from 1904 to 1915 

was the most disappointing one. 

The first phase of cooperative bank development was the formation and regulation of 

cooperative society. The constitutional reforms which led to the passing of the Government 

of India Act in 1919 transferred the subject of “Cooperation” from Government of India to 

the Provincial Governments.    
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Co-Operative Urban Bank 

The consolidation of the UCB continued as the number of UCB came down from 1579 in 

2015 in 2017.The reserve bank had order closure of six UCB in September 2016 on account 

of  charges of   money laundering. 

 

Performance of UCBs 

                         Growth in asset of UCB witnessed moderation during 2016-2019 as 

compared to the previous year. Slowdown in growth of assets was led by lower growth in 

other assets of UCB loan & advances grew by about 12% and contributed. 

 Income and Expenses of UCB’S- Variation  in Percent 

           The UCB performed well in term of return on equity (ROQ). Net interest margin  

(NIM), however marginally moderated there was declaration growth of the interest income 

and interest expense while the growth in other income and other operating expense increased 

2014 operating expense increased 2014-2015. 

Asset quality 

            The gross non performing advances (GNPA) ratio witnessed  an increase in 2016-

2017 over previous year with the GNPA ratio rising to 6.0 percent at end –march 2017 from 

5.7 percent at end march 2016 net NPA ratio also increased from 1.2 percent to 2.7% during 

the same period. At end –march 2017,provision grew at a  lower rate than the increase in 

gross NPA resulting in a lower provisioning coverage ratio as compared to the previous year. 
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Development with regard to UCBs 

               The high powered committee on urban co-operative bank (chairman shri. R.Gandhi) 

recommended, inter alia that the UCB registered under multi state co-operative societies 

act,2002 and with busine3ss size (deposits plus advances) of 200 billion or more may be 

considered for conversion into commercial banks while UCBs of smaller size willing to 

convert to small finance bank (SFBs) can apply to some of the forward looking co-operative 

banks have developed sufficient core competencies to such an extent that they are able to 

challenge state and provide sector banks. 

Role Of co-operative banking in India: 

                Co-operative banks are much more important in India than anywhere else in the 

world. The distinctive character of this bank is service at a lower cost and service without 

exploitation. It has gained its importance by the role assigned to them, the expectations they 

are supposed to fulfill, their number, and the number of offices they operate. Co-operative 

banks role in rural financing continues to be important day by day, and their business in the 

urban areas also has increased phenomenally in recent years mainly due to the sharp increase 

in the number of primary co-operative banks. In rural areas, as far as the agricultural and 

related activities are concerned, the supply of credit was inadequate, and money lenders 

would exploit the poor people in rural areas providing them loans at higher rates. So Co-

operative banks mobilize deposits and purvey agricultural and rural credit with a wider 

outreach and provide institutional credit to the framers. Co-operative bank have also been an 

important instrument for various development schemes, particularly subsidy- based 

programmed for poor. 
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The Co-operative banks in rural areas mainly finance agricultural based activities 

like co-operative Banking. 

➢ Framing 

➢ Cattle 

➢ Milk 

➢ Hatchery 

➢ Personal finance 

The Co-operative banks in urban areas finance in activities like; 

➢ Self-employment 

➢ Industries 

➢ Small scale units 

➢ Home finance 

➢ Consumer finance 

➢ Personal finance 

The exponential growth of co-operative banks is attributed mainly to their much better 

contacts with the local people, personal interaction with customers, and their ability to catch 

the nerve of the local clientele. The total deposits and landings of co-operative banks are 

much more than the old private sector banks and the private sector banks 

RBI Policies for Credit Co-Operative Bank 

The RBI appointed a high power committee in May 1999 under the chairmanship or shri. K. 

MADAVARAO, ex-chief secretary, government of Andhra Pradesh to review the 

performance of urban co-operative banks (UCBs) and to suggest necessary measures to 
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strengthen this sector. With reference to the given to the committee, the committee identified 

five broad objectives; 

➢ To preserve the co-operative of UCBs 

➢ To protect the depositor’s 

➢ To reduce financial risk 

➢ To put in place strong regulatory norms at the entry level to sustain the operational 

efficiency of UCB structure particularly in the context of ever increasing number of 

weal banks. 

➢ To align urban banking sector with the other segments of banking sector in the 

context of application or prudential norms in to and removing the irritants of dual 

control regime. 

➢ RBI has extended the off-site surveillance system (OSS) to all non-scheduled urban 

co-operative banks (UBCs) having  deposit size of Rs.100 cores and above. 

Banking regulation Act, 1949 

Banking regulation act came into being  1949. Prior to that, certain provisions of the 

companies Act, 1913 were applicable to banking companies. The need for the Act was felt 

with many banks in poor financial health due to poor management of loan/investment 

Portfolio and non-maintenance of adequate liquidity. This was also further complicated by 

mushroom growth of banks and closure and failure of same banks. 

The objectives of the banking regulation Act broadly  are; 

➢ To safe guard the interests of depositors 

➢ To develop banking institutions on sounds lines; and 
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➢ To attune the monetary and credit system to the larger interests and priorities of the 

nation. 

In 1966, the Act was made applicable to co-operative banks by incorporating section 

56therein. The important provisions of banking regulation Act,1949 (as applicable to co-

operative banks) are given below; 

Section-3 

The Act shall not apply to  

(a) A primary agriculture credit society and 

      (b) A co-operative land development bank. 

Section -5 Interpretations 

Section-5(b) 

➢ Banking means the accepting for the purpose of lending or investments of deposits of 

money from the public, repayable on demand or otherwise and withdraw able by 

Cheque, draft or otherwise; 

➢ Banking company means a company which does business of banking; 

➢ Mere function of giving loans does not make a banking company; 

➢ Power of receiving money or deposits from customers and honoring  their cheques is 

essential characteristic of banking. 

Section -6-Forms of Business which Banking Companies may engage in. 

                   A bank is prohibited from doing any business other than those mentioned in 

section6. The business a bank may carry on are summarized into the categories: 
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➢ Main business of banking i.e., borrowing, taking or lending money, dealing in bills of 

exchange, bills of lending and debentures, issuing letters of credit, Buying/selling 

foreign exchange etc. 

➢ Allied business: acting as agent/ trustee/administrator, carrying on guarantee business, 

providing safe custody; 

➢ Dealing in property is restricted to (i)property coming in satisfaction of claims or as 

security  and (ii) property necessary for its own sake. 

➢ The government of India has specified hire purchase, equipment leasing and insurance 

as new forms of business for co-operative banks to be engaged in. reserve bank as 

empowered by the act, issues guidelines periodically for the conduct of these types of 

business. 

Section 6 (1) 

     Gives an elaborate list of forms of business in addition to normal business of banking that 

a banking company may engage in. 

Section 6(2)     

 No banking company shall engage I any form of business other than those referred to in  

SS 6 (1). 

Section 11 – Requirement as to minimum paid up Capital and Reserves 

  No co-operative bank shall commence or carry on the business of banking in India 

unless the aggregate value of its paid up capital and reserves is not less than 1 lakh rupee. 

Value means “real or exchangeable value” as approved by RBI/NABARD during the 
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inspection of the bank. The real or exchangeable value of the bank could be calculated as 

realizable assets less outside liabilities or owned funds less Erosin. 

Section-18- Cash Reserve 

Every co-operative bank, not being a scheduled SCB, shall maintain 

➢  BY way of cash reserve with itself, or 

➢ By way of balance in current account with RBI or SCB of the state concerned, or by 

way of net balance in current account a sum equivalent to least 3% of its demand and 

time liabilities  (DTL) as on last Friday of the second preceding fortnight; 

➢ Shall submit to the RBI before 15 th day of every month a return showing the 

amounts held on alternative Fridays during a month with particulars of its DTL on 

such Fridays. 

Scheduled co-operative banks will have to maintain CRR as per RBI Act. The scheduled co-

operative banks, government by section 42 (1) of reserve bank of India Act 1934 under which 

they have to minimum CRR 3% with RBI, which can be increased to 20% of net demand and 

time liabilities(NDTL) 

Liabilities in India shall not include 

➢ Paid up capital reserve, reserves, or any credit balance in the PL account. 

➢ Any advances taken from a state government, RBI, IDBI, EXIM bank, NHB, SIDBI, 

NCDC, NABARD. 

➢ In case of an SCB or a CCB, deposits representing reserves funds by any co-operative 

society with in its area of operations; in case of a CCB an advances taken from the 

concerned SCB. 
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➢ In case of any co-operative bank which has granted an advance against any balance 

maintained with it, such balance to the extent of the amount outstanding in respect of 

such advance. 

➢ In case of any co-operative bank, the amount of any advance or other credit 

arrangement drawn and availed of against any approved securities. 

Section -19 Restriction on Holding Shares in other Cooperative Societies 

No co-operative bank shall holding shares in other co-operative societies except to such 

extent and subjective conditions as RBI may specify. 

Not applicable for  

➢ Shares acquired through fund provided by the state government. On that behalf;  

➢ DCCBs to hold shared of affiliated SCB. 

Section 20-Restriction on Loans and Advances 

No cooperative bank shall: 

➢ Make loans and advances on security of it’s own shares; 

➢ Grant un secured loan or advances to any of its directors: 

➢ Any firm or private company in which the directors has interest. This above clause 

shall not apply to grant of unsecured loans or advance made by a cooperative bank. 

Against bill for suppliers for supplies or services made or rendered or bill of exchange 

arising out of bona fide commercial or trade transactions; 

➢ Trust receipts furnished to the cooperative bank; If on examination of any return 

submitted by the bank, it’s  appears that any loans or advances are being granted to 
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the detriment of the interest of the depositors of the cooperative bank from granting 

such further loans, or impose such other restrictions as it thinks fit. 

Section 22-Licensing of Banking Company 

No cooperative banks shall carry on banking business in India unless 

➢ It is primary credit society . 

➢ It is a cooperative bank and holds a license issued by RBI; 

This section shall not apply to cooperative bank which is carrying on banking business at the 

commencement of the banking laws for a period of one year from such commencement. 

➢ Cooperative banks functioning prior to the commencement of the act were required to 

apply for license to RBI within a stipulated period of three months; 

The cooperative banks shall not be deemed to be prohibited from carrying on banking 

business until they are noticed by Reserve Bank that license cannot be granted. 

Section 23 (4A) 

➢ Any cooperative bank seeking permission of RBI for branch opening is required to 

forward  applications to RBI through NABARD; 

➢ NABARD shall give its comments on the merit of the cases and send to RBI. 

➢ An advance copy of the application shall be sent by the Cooperative bank directly to 

the RBI. 

Section 24- Maintenance of statutory liquid assets  

➢ A scheduled bank, in addition to average daily balances required to maintain u/s 42 of 

RBI Act; 
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➢ Every cooperative bank, in addition to the cash reserve it is required to maintain u/s 

18 of the BR Act, shall maintain in India. 

➢ In gold valued at a price not exceeding current market price; or 

➢ In unencumbered approved securities, (method of valuation as specified by RBI  from 

time to time) an amount which shall not, at close of business on any day, be less than 

25% or such other percentage, not exceeding 40% of the total of its demand and Time 

liabilities in India, as on the last Friday of the second preceding fortnight.. 

      For the purpose of this section, cash maintained in India shall include:- 

➢ Any balance maintained by a scheduled State cooperative bank with the RBI in excess 

of the balance required to be maintained by it under section 42 of the RBI Act; 

➢ Any cash or balances maintained by a cooperative bank, other than a scheduled state 

cooperative bank, with itself or with the state cooperative bank of the state concerned 

or in the current account with the RBI or by way of net balances maintained in current 

account in excess of the aggregate of the cash or balances required to be maintained 

u/s 18 of the Act; 

➢ Any net balances in current account. 

For the purpose of this sub-section – 

➢ Approved securities, or a portion thereof, representing investment of monies of 

agricultural credit Stabilization Fund of a cooperative bank shall not be deemed as 

unencumbered approved securities; 

➢ In case of a cooperative bank which has taken an advance against any balance 

maintained with the state cooperative bank of the state concerned or with the central 

cooperative bank of the district concerned, such balance to the extent to which it has 

drawn against or availed of shall not be deemed to be cash maintained in India; 
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Section 24 (3)- Ensuring Compliance 

➢ For ensuring compliance with the provisions, a banking company shall furnish to RBI, 

not later than 20 days after the close of the month, a monthly return showing 

particulars of its Liquid Assets maintained and its Demand and Time liabilities at 

close of business of each alternate Friday during the month; 

➢ Cooperative banks to submit a copy of this return to NABARD also. 

Section 24-A 

➢ RBI has power to exempt any cooperative bank from the whole of or any part of the 

provisions of section of section 18 or section 24 of the Act. 

Section 27 TO 31- Sub Mission of Returns 

➢ Copy of monthly returns and annual accounts require to be submitted by the 

Cooperative banks also to NABARD as per the periodicity prescribed in the relevant 

sections of the Act. 

Section 35- Inspection 

➢ NABARD has been empowered to inspect the cooperative banks other than primary 

cooperative banks, without prejudice to the powers of RBI, to conduct such 

inspection. 

Section 35 A 

Powers of RBI to give directions; 

➢ RBI is empowered to issue directions to cooperative banks in general or to any 

cooperative bank in particular on any aspect of working of such banks. 
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Section 46: 

➢ In this section, various penalties that may be imposed on cooperative banks, for non-

compliance with the various provisions of the B.R. Act, have been specified. 

Section 53 

➢ Power to exempt; The central Government, may, on the recommendation of RBI, 

exempt any banking company or any class of banking companies from any or all 

provisions of this Act. 

Key points 

➢ Primary agricultural societies are excluded from the scope of the banking regulation 

act 1949. 

➢ The minimum capital requirement is only Rs. 1 lakh for banks; 

➢ A cooperative bank can not engage in any trading activity (except of government and 

approved securities); 

➢ Cooperative banks have to maintain a cash reserve ratio of 3% of NDTL in cash and 

current accounts with RBI and other notified banks. Scheduled cooperative banks 

have to maintain CRR  under the RBI act in an account with RBI. Overall the cash 

reserve ratio requirements are lower than that for commercial banks; 

➢ Cooperative banks need to maintain statutory liquidity ration of 25% of NDTL in the 

form of gold, balances with state cooperative banks and in unencumbered approved 

societies; 

➢ Cooperative banks cannot hold more 5% of private capital of any other cooperative 

society; 
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➢ RBI can determine the banking policy for the advances to be made by cooperative 

banks; 

➢ Cooperative banks should have applied for a license from RBI to carry on banking 

business; 

➢ Cooperative banks and societies have to submit various returns to RBI regarding 

CRR/SLR, assets and liabilities, unsecured loans to directors, advances to priority and 

weaker sector, shareholding in cooperative societies, non –performing assets and 

audited balance sheet, profit and loss account of statutory audit report as per the 

periodicity prescribed for different statements. 

Act & Rules applicable 

A Co-operative society functions as per the provisions of  

1. co-operative societies act under which the same is registered. 

2. Co-operative societies rules made there under 

3. Bye –laws approved by the registrar at the time of registration and amendments made from 

time to time and approved by the registrar. 

1.Co-operative Societies Act 

We have a number of Co-operative societies Acts functional in different states like 

-Maharashtra Co-operative Societies Act, 1960, 

-Pondicherry Co-operative societies Act, 1972, 

-Karnataka Co-operative societies Act, 1959, 

-Delhi co-operative societies Act, 1972, 
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-Kerala Co-operative societies Act etc. 

When the area of operation is restricted to one state, the state Co-operative Act & Rules, 

under which the society is registered, will be applicable. 

In a particular state, if Co-operative Act and Rules is not enacted, the Central Act which is 

known as The Co-operative Act, 1912 and its rules will be applicable. 

When the area of operation of society is spread in two or more states. The multi- state Co-

operative societies Act, 2002 and its rules shall be applicable. 

2. Co-operative Societies Rules: A set of rules is also framed under the respective State 

Co-operative Act for procedural aspects. 

3. Bye-laws each society also registered with the bye-laws for internal management of 

the societies duly approved by the registrar at the time of registration of the society. 

The bye-laws of a society constitute a contact between a member and the society and 

it provide for the management of the society. The bye-laws are framed within the 

provisions of the Act and the rules made there under. By –laws include the objects of 

the society and completely define and restrict the societies  activities, but the rights 

and liabilities of members are determined by the Act and rules and not by the bye-

laws as such. 

4. Notification and orders: issued from time to time by the government or any other  

Authority as prescribed under the Act, Rules there under. 
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Types of Societies 

A Society is categorized on the basis of its objects. There are various types of societies that 

can be formed under the Act under which it is registered: Under Maharashtra Co-operative 

Societies Act, 1960 following types of Societies can be registered: 

1. Agricultural Marketing Society: As per section 2(1)  

“Agricultural Marketing Society” means a society – 

(a) The object of which is the marketing of agricultural produce and the supply of implements 

and other requisites for agricultural production. 

(b) Not less than three-fourths of the members of which are agriculturists, or societies formed 

by agriculturists. 

2. Consumer Society As per Section 2(9) “ Consumer’s Society “ means a society, the 

object of which is – 

 (a)The procurement, production or processing, and distribution of goods to, or the 

performance of other services for, its members as also other customers, and  

(b) the distribution among its members and customers, in the proportion, prescribed by rules 

or by the bye-laws of the society, of the profits accruing from such procurement, production 

or processing, and distribution. 

3. Co-operative Bank As per section 2(10) “Co-operative bank “ means a society which 

is doing business of banking as defined in clause (b) of sub-section (1) of section 5 of the 

Banking Companies Act, 1949 and includes any society which is functioning or is to function 

as (an Agriculture and Rural Development Bank) under Chapter XI. 
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4. Central Bank As per section 2(6), “Central Bank “ means a co-operative bank, the 

objects of which include the creation of funds to be loaned to other societies; but does not 

include the urban co-operative bank. 5 

5. Crop Protection Society As per section 2(10-A), “Crop Protection Society” means a 

society the object of which is protection of the crops, structures, machinery, agricultural 

implements and other equipment such as those used for pumping water on the land. 

6. Farming Society As per section 2(12),”Farming Society” means a society in which, 

the object of increasing agricultural production, employment and income and the better 

utilization of resources, lands are brought together jointly cultivated by all the members, such 

lands 

 (a) being owned or leased to the members (or some of them), or  

(b) coming in possession of the society in any other manner whatsoever. 

7. General Society As per section 2(15),”General Society” means a society not falling in 

any of the classes of societies defined by the other clauses of this section. 

8. Housing Society As per section 2(16),”Housing society” means a society, the object 

of which is to provide its members with open plots for housing, dwelling houses or flats; or if 

open plots, the dwelling houses or flats are already acquired, to provide its members common 

amenities and services. 

9. Federal Society As per section 2(13),”Federal society”, means a society- 

(a) Not less than five members of which are themselves societies. 

(b) In which the voting rights are so regulated that the members who are societies have not 

less than four-fifths of the total number of votes in the general meeting of such society. 
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10. Irrigation Society As per section 2(16-A),”Lift Irrigation Society” means a society, 

the object of which is to provide water supply, by motive power or otherwise to its members, 

for irrigation and otherwise. 

11. Process Society As per section 2(22),”Processing society” means a society, the 

object of which is the processing of goods. 

12. Producers Society As per section 2(23),”Producers Society” means a society, the 

object of which is production and disposal of goods or the collective disposal of labor of the 

members thereof. 

13. Resource Society As per section 2(25),”Resource Society” means a society, the 

object of which is obtaining for its members of credit, goods or services required by them. 
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COMPANY PROFILE 

 

History and Origin 

  

The Gudivada cooperative urban bank has it origin back to the pre independence 

period. It was one among the early cooperative bank established in A.P. consequent to the 

enactment of cooperative act of 1904 and 1912, the Gudivada cooperative urban bank was 

registered under number 1482 and was established on 13th march 1915 by well educated and 

prominent people at Gudivada a small town in the central part of Krishna district in A.P. 

Objectives and Mission 

The bank was established with a primary objective of providing banking facilities and 

financial assistance to the small and medium business people, artisans and other poor and 

weaker section of the society of Gudivada and it peripheral areas. 

The mission statement of the bank is ”EACH FOR ALL AND ALL FOR EACH” 

Since its establishment the management believes in this basic philosophy and strives hard to 

achieve the overall objectives of the Bank. 

Management 

 Sri T. Gopala Krishna murthy a famous advocate in gudivada along with 23 founder 

members from various segment of the society established the bank under his president ship. 

➢ The bank was started in 1915 with membership strength of only 111 members. 

➢ The initial share capital of the bank was Rs2623 only in 1915. 

➢ Since then prominent people contributed to the management of the bank 
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➢ Today the management consists of one president and eleven directors elected by 

24169 members. 

The board of directors at present who constitute the top management is as follows 

  Sri P. Poorna veeraiah   Chairman 

  Sri T.S.S.R Chowdary   CEO 

  Sri Ch. Venkata Ramesh Babu Director 

  Sri  Ch. N. Srinivas Rao  Director 

  Sri B. Tirupathayya   Director 

  Sri M. Krishna Mohan  Director 

  Sri Md. Kasim    Director 

  Sri S. Ranga Rao    Director 

  Sri S. Bogeswar Rao   Director 

  Sri S. Suri Babu   Director 

  Sri P.Sri Venkateswara Rao  Director 

  Sri T. Satyanarayana   Director 

  Sri M.R.Prasad   Prof Director 

  Sri D. Uma Kumar   Prof Director 

 

The Organization Structure of the Bank: 

The organizational structure consists of the B.O.D at the top which is conferred with 

necessary powers from the general body of the bank. The body confers some powers to the 

president and secretary of the bank who will run the activities of the bank. 
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The Human Resources of the Bank 

 The human resources of the bank consists of 64 members at present working at 

different hierarchical position. They include both male and female staff with pay scale as per 

A class bank and enjoying all the facilities on par with their counter parts in other commercial 

banks. 

Growth of the Bank 

     Since  its inspection in 1915, till 2018 the bank has been showing a very sound and 

successful performing and achieved a well planned and faster growth in all aspects during 

these 105 years. 

Growth in other Aspects 

Branches  

 Abnormally growing from a single branch  in 1915, the bank is at present operating 

with 3 branches in Gudivada, one branch at pamarru and one branch at Gudlavalleru the 

peripheral areas of Gudivada. 

Area of operations 

With increase in branches the bank has got an opportunity for a wider reach into 

Gudivada  and its peripheral areas. 

Business hours 

 Out of 3 branches operating in Gudivada town, two branches are operating as evening 

branches working from 5.30 P.M to 8.30 P.M for all transactions. 

 



32 
 

Computerization 

The main branch is totally computerized for all transactions with online facilities. 

Specific Achievements and Award 

 The gudivada cooperative urban bank is classified as “A class bank by the audit 

department since the deposits surpassed 50 crores. The deposits accounts of RS.1 lakh and 

below are insured with the deposits insurance and credit guarantee corporation. 

Loans Provide by Co-operative Urban Bank 

1. Members  

a) Short term loan 

b) Medium term loan 

c) Long term loan  

d) Loan against property(OD) 

e) Gold loan 

2. Non member 

a) Deposit loan  

b) Staff loan 

c) Staff loan (OD) 
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Membership Growth in lakhs 

 

 

 

 

Share Capital growth in lakhs 

 

 

 

 

 

24169

25134

25546

25902

26271

2014-2015 2015-2016 2016-2017 2017-2018 2018-2019

189.65

241.52

267.04

293.67
305.19

2014-2015 2015-2016 2016-2017 2017-2018 2018-2019
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Deposits growth in lakhs 

 

 

 

Advances growth in lakhs 

 

 

 

 

 

12197.81

13574.95
14746.11 14833.44 15246.42

2014-2015 2015-2016 2016-2017 2017-2018 2018-2019

7317.94

8282.33 8314.25
8906.13

9635.57

2014-2015 2015-2016 2016-2017 2017-2018 2018-2019
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Reserve fund growth in lakhs 

 

 

 

Working Capital growth in lakhs 

 

 

 

1950.1
2117.03

2208.81 2230.49
2395.89

2014-2015 2015-2016 2016-2017 2017-2018 2018-2019

14402.15

15887.12
17056.24 17521.13 18011.91

2014-2015 2015-2016 2016-2017 2017-2018 2018-2019
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Profits growth in lakhs 

 

 

 

Dividends growth in lakhs 

 

 

 

 

 

 

133.62

156.43

205.83

247.37

207.77

2014-2015 2015-2016 2016-2017 2017-2018 2018-2019

18% 18% 18% 18%

12%

2014-2015 2015-2016 2016-2017 2017-2018 2018-2019
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Annual Turnover in lakhs 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

19515.75

21857.28
23060.36

24198.92

26604.56

2014-2015 2015-2016 2016-2017 2017-2018 2018-2019
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THEORETICAL FRAMEWORK 

 

INTRODUCTION 

 

NPA is defined as an advance where payment of interest or repayment of installment of 

principal (in case of term loans) or both remains unpaid for a certain period. In India, the 

definition of NPAs has changed over time. According to the NARASIMHAM Committee 

Report (1991), those assets (advances, bills discounted, overdrafts, cash credit etc.) for which 

the interest remains due for a period of four quarters (180 days) should be considered as 

NPAs. Subsequently, this period was reduced, and from March 1995 onwards the assets for 

which the interest has remained unpaid for 90 days were considered as NPAs. An NPA is 

defined as a loan asset, which has ceased to generate any income for a bank whether in the 

form of interest or principal repayment 

Definition: 

A non performing asset (NPA) is a loan or advance for which the principal or interest 

payment remained overdue for a period of 90 days. 

Objective of the Non –performing assets (NPA) 

The objectives of NPA management and the strategy for recovery at branch level of focuses 

on the reduction of non-performing assets to the targeted level is the main objective and the 

recovery is one of the ways to reduce it along with write off, compromise, restructuring etc. 

Assets Classification 

Categories of NPAs Banks are required to classify non-performing assets further into the 

following three categories based on the period for which the assets has remained non-

performing and the reliability of the dues 
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1. Standard Assets  

2. Substandard Assets 

3. Doubtful Assets 

4. Loss Assets 

1. Standard Assets 

Standard Asset is one which does not disclose any problems and which does not carry more 

than normal risk attached to the business. Such an asset should not be an NPA. 

2. Substandard Assets 

A sub-standard asset would be one, which has remained NPA for a period less than or equal 

to 12  months. 

3. Doubtful Assets 

An asset would be classified as doubtful if it has remained in the sub-standard category for a 

period of more than 12 months. 

4. Loss Assets 

An asset that is an NPA for a period of more than 36 months is treated as a lost asset. Such 

asset has been identified by the bank or internal or external auditors or by the RBI inspection 

but the amount has not been written off wholly. In other words, such an asset is considered 

uncollectible. Loss assets should be written off. If loss assets are permitted to remain in the 

books for any reason, 100 percent of the outstanding should be provided for. This means that 

full amount of the loss assets should be kept from some other sources like profit of the bank 

to meet the loss. 
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Causes for Creation of Non-Performing Assets 

External causes: 

Natural calamities and climatic conditions, Recession, changes in Government policies 

changes in economic conditions, Industry related problems, Impact of liberalization on 

industries, Technical problems 

Internal causes: 

Internal defaulters, Faculty projects, Most of the project reports are ground realities, proper 

linkages, product pricing etc. Some approach for the “heck” of starting a venture, with poor 

knowledge of product risks, over depended on poorly paid killed workers and technicians, 

Building up pressure for sanctions, Inept handling by banker’s lack of professionalism and 

appraisal standards, Non-observance of system, procedures and no insistence of collaterals 

etc, Lack of post sanction monitoring, unchecked diversions. 

Norms for treating loans / advances as NPA 

1. Treatment of agricultural advances 

         In respect of advances granted for agricultural purposes where interest payment is on 

half-yearly basis synchronizing with harvest, banks should adopt the agricultural season as 

the basis. In other words, if interest has not been paid during the last two seasons of harvest 

(covering two half-years) after the principal has become overdue then such an advance 

should be treated as NPA. This norm is applicable to all direct agricultural advances listed in 

the Annexure. In respect of agricultural advances other than those specified in the Annexure, 

identification of NPA would be done on the same basis as nonagricultural advances which at 

present are the 180 days delinquency norm. Crop loans for each season, viz., Rabi and Kharif 

has to be treated as separate account and IRAC norms have to be applied accordingly. 
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2. Treatment of advances for allied agricultural activities as well as non farm 
sector 

Credit facilities granted for other allied agricultural activities as well as for non-farm 

sector activities should be treated as NPA if amounts of installments of principal and / or 

interest remain outstanding for a period of two quarters from the due date. 

3. Project / Housing Loans, etc 

              In case of projects (industry, plantation, etc.) where moratorium is given for 

payment, loan becomes due only after moratorium or gestation period is over] such a loan 

becomes overdue if installment is not paid on due date. Similarly, in the case of housing loans 

or similar advances granted to staff members where interest is payable after recovery of 

principal, such loans should be classified as NPA when there is a default in repayment of 

principal on due date of payment and overdue criteria will be the basis for classification of 

assets. 

4. Consortium advances 

              In respect of consortium advances each bank is required to classify the borrowed 

accounts according to its own recovery i.e., on the record of recovery of the individual 

member 18 banks. The banks participating in the consortium should therefore, arrange to get 

their share of recovery transferred from the lead bank of the consortium. 

5. Treatment of different facilities to borrower as overdue (NPA) 

Short-term agricultural advances are granted by SCBs / CCBs to CCBs PACS 

respectively for the purpose of on-lending. In respect of such advances as well as advances 

for other purposes, if any, granted under on-lending system, only that particular facility which 

became irregular should be treated as NPA and not all the other facilities granted to them. 

Crop loans for each season, viz., Rabi and Kharif have to be treated as separate account and 
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accordingly IRAC norms have to be applied. In respect of all other direct loans and advances 

granted to a borrower, all such loans will become NPA even if one loan A/c becomes NPA. 

6. ‘Out of order status’ 

In respect of cash credit / over draft facility an account should be treated as out of 

order , if the outstanding balance remains continuously in excess of the sanctioned limit / 

drawing power. In cases where the outstanding balance in the principal operating account is 

less than the sanctioned limit / drawing power, but there are no credits continuously for six 

months as on the date of Balance Sheet or credits are not enough to cover the interest debited 

during the same period, these accounts should be treated as ,”out of order”. 

7. Overdue 

Any amount due to the bank under any credit facility is „overdue‟, if it is not paid on 

due date fixed by the bank. 

8. Performance of the account as on the date of Balance Sheet 

             The performance of the account as on the date of Balance Sheet only has to be taken 

into account for the purpose of NPA. Subsequent developments should not be considered for 

determining NPAs. 2.10. If interest and / or installment of principle have remained unpaid for 

any two quarters out of the four quarters ending 31 March of the 19 year concerned, the credit 

facility should be treated as NPA although the default may not be continuously for two 

quarters during the year. 
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Types of NPA: 

A) Gross NPA 

B) Net NPA 

 

A) Gross NPA: Are the sum total of all loan assets that are classified as NPAs as per 

RBI guidelines as on Balance Sheet date. Gross NPA reflects the quality of the loans 

made by banks. It consists of all the nonstandard assets like as sub-standard, doubtful, 

and loss assets. It can be calculated with the help of following ratio: 

 

 

 

B)  Net NPA: Are those type of NPAs in which the bank has deducted the provision 

regarding NPAs. Net NPA shows the actual burden of banks. In India, bank's balance 

sheets contain a huge amount of NPAs and the process of recovery and write off of 

loans is very time consuming, the provisions the banks have to make against the 

NPAs according to the central bank guidelines, are quite significant. That is why the 

difference between gross and net NPA is quite high. It can be calculated by following: 

 

 

 

Impact of NPA on the operations of banks 

A. Profitability 

NPA means booking of money in terms of bad asset, which occurred due to wrong 

choice of client. Because of the money getting blocked the prodigality of bank decreases not 

only by the amount of NPA but NPA lead to opportunity cost also as that much of profit 

GROSS NPA RATIO =         GROSS NPA’S 

GROSS ADVANCES 

 

   GR 

NET NPA RATIO =     GROSS NPA’S – PROVISIONS 

       GROSS ADVANCES - PROVISIONS 
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invested in some return earning project/asset. So NPA does not affect current profit but also 

future stream of profit, which may lead to loss of some long-term beneficial opportunity. 

Another impact of reduction in profitability is low ROI (return on investment), which 

adversely affect current earning of bank. 

B. Liquidity 

Money is getting blocked, decreased profit lead to lack of enough cash at hand which 

lead to borrowing money for shortest period of time which lead to additional cost to the 

company. Difficulty in operating the functions of bank is another cause of NPA due to lack of 

money. 

C. Involvement of Management 

             Time and efforts of management is another indirect cost which bank has to bear due 

to NPA. Time and efforts of management in handling and managing NPA would have 

diverted to some fruitful activities, which would have given good returns. Now days, banks 

have special employees to deal and handle NPAs, which is additional cost to the bank. 

D. Credit Loss 

               If a bank is facing problem of NPA, then it adversely affects the value of bank in 

terms of market for credit. It will lose its goodwill and brand image and credit which have 

negative impact to the people who are putting in their money in the banks. 

Various Steps for Reducing NPAs 

1. Prepare a loan recovery policy and strategies for reducing NPAs. 

2. Create special recovery cells as head office/Zonal office/ regional office levels identify 

critical branches for recovery 

3. Fix targets of recovery and draw time bound action programmer 
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4. Select proper techniques for solving the problem of each NPA 

5. Monitor implementing of the time bound action plan 

6. Take corrective steps when ever found necessary while monitoring the action plan and 

make changes in the original plan if necessary 

Disadvantages of Non-Performing Assets (NPA) 

 

Reduced Income 

Interest Income is the first account that gets hit whenever an asset is declared 

nonperforming. Lending companies such as banks are primarily in the business of earning 

income from interest paid by borrowers. A loan that has fallen into the nonperforming asset 

category has not yielded interest for at least 90 days. Any decrease in interest payments will 

translate into a decrease in net income. A company's income level falls as the amount of 

nonperforming assets climbs. 

Unrecoverable Principal 

The principal, or money used by banks to finance loans, comes largely from the 

bank's depositors. Banks borrow the money deposited by account holders and loan it to their 

customers. It is imperative for the bank to recover the money, because it's not the bank's 

money in the first place. When a borrower defaults on loan payments, the bank is unable 

recover the principal. Unrecoverable principal must be replaced by the bank to keep its 

depositors' funds intact. 

Reduced Cash Flow 

Companies react to high levels of nonperforming assets by tightening credit policies. 

Unrecoverable income and a decrease in interest collections translate into less cash flow. 

With an increase in nonperforming assets and with less cash floating around, lending 
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companies tend to resort to tighter credit policies. This outcome can slow down economic 

growth, because some businesses won't be able to obtain a loan. 

Negative Indicator 

Nonperforming assets can be used as indicators of a lender's ability to manage its loan 

portfolio efficiently. The efficiency of lending companies in recovering their principal and 

earning interest can be measured by comparing their nonperforming assets ratio against those 

of peer companies. Dividing the amount of nonperforming assets by the total gross loans will 

yield this ratio. A lending company's efficiency rating deteriorates as the ratio increases. 
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DATA ANALYSIS & INTERPRETATION 

 

5.1 Gross Advances 

 

5.1 Graph 

 

Interpretation: 

 During the period of the study the gross advances of the firm are fluctuating it was 

high in the year 2015 – 2016 and it was low in 2016 – 2017. 

 

 

 

 

13.17%

0.38%

7.11%
8.19%

2014-2015 2015-2016 2016-2017 2017-2018 2018-2019

YEAR AMOUNT PERCENTAGE 

2014-2015 7317.94 - 

2015-2016 8282.33 13.17% 

2016-2017 8314.25 0.38% 

2017-2018 8906.13 7.11% 

2018-2019 9635.57 8.19% 
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5.2 Gross NPA 

YEAR AMOUNT PERCENTAGE 

2014-2015 561.36 - 

2015-2016 520.51 -7.84% 

2016-2017 397.66 -23.6% 

2017-2018 222.87 -43.35% 

2018-2019 179.69 -19.37% 

 

5.2 GRAPH 

 

 

Interpretation: 

 During the period of study the Gross NPA of the firm is fluctuating. In the year 2015-

2018 it is low because of the decrease in the substandard doubt assets in all the 4 years. 

 

 

 

-7.84%

-23.60%

-43.35%

-19.37%

2014-2015 2015-2016 2016-2017 2017-2018 2018-2019
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 5.3 𝐆𝐫𝐨𝐬𝐬 𝐍𝐏𝐀 𝐫𝐚𝐭𝐢𝐨 =
Gross NPA

GROSS ADVANCES
 X 100   

 

 

Year Percentages 

2014-2015 7.67% 

2015-2016 6.28% 

2016-2017 4.78% 

2017-2018 2.50% 

2018-2019 1.86% 

5.3 Graph 

 

 Interpretation:  

 During the study the percentage of gross NPA ratio is fluctuating. It is high in the year 

2014-2015 and low in 2018-2019. 

  

           

 

 

7.67%

6.28%

4.78%

2.50%

1.86%

2014-2015 2015-2016 2016-2017 2017-2018 2018-2019
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5.4 Total NPA provision amount  =  bad and doubt full debt reserve  

+ reserve for overdue 

 

5.4 Graph 

 

 

Interpretation: 

         During the period of study the total NPA provision is fluctuating but in the year 2016-

2017and 2018-2019 it is high because of the increase in the bad and doubtful reserves. 

  

        

  

2.90%

3.30%

2.80%

3.28%

2014-2015 2015-2016 2016-2017 2017-2018 2018-2019

Year Amount Percentage 

2014-2015 689.53 - 

2015-2016 709.57 2.90% 

2016-2017 733.04 3.30% 

2017-2018 753.62 2.80% 

2018-2019 778.36 3.28% 
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   5.5   Net Advances =     Gross advances – Total NPA Provision 

 5.5  Graph 

 

 

Interpretation: 

         During the period of study the net advances are quite fluctuations in nature it is 

because of the total NPA provision created by bank. In 2015-2016 and 2018-2019 the net 

advances are high. 

 

 

14.24%

0.11%

7.53%

8.64%

2014-2015 2015-2016 2016-2017 2017-2018 2018-2019

Year Gross advances 
Total NPA 
provision Net Advances Percentage 

2014-2015 7317.94 689.53 6628.41 - 

2015-2016 8282.33 709.57 7572.76 14.24% 

2016-2017 8314.25 733.04 7581.21 0.11% 

2017-2018 8906.13 753.62 8152.51 7.53% 

2018-2019 9635.57 778.36 8857.21 8.64% 
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5.6 Net NPA = Gross NPA – Total NPA provision 

 

5.6 Graph 

 

Interpretation:   

          During the period of the study net NPA is negative because the provision created is 

higher than the actual NPA occurred for the concern years the net NPA of the bank is ZERO. 

 

 

-128.17

-189.06

-335.38

-530.75

-598.67

2014-2015 2015-2016 2016-2017 2017-2018 2018-2019

Year Gross NPA Total NPA provision Amount 

2014-2015 561.36 689.53 -128.17 

2015-2016 520.51 709.57 -189.06 

2016-2017 397.66 733.04 -335.38 

2017-2018 222.87 753.62 -530.75 

2018-2019 179.69 778.36 -598.67 
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5.7 𝐍𝐞𝐭 𝐍𝐏𝐀 𝐑𝐚𝐭𝐢𝐨 =
𝐍𝐞𝐭 𝐍𝐏𝐀

𝐍𝐞𝐭 𝐀𝐝𝐯𝐚𝐧𝐜𝐞𝐬
 x 100 

                            

        
           

                  

 

 

 

5.7 Graph 

 

Interpretation: 

 During the period of the study Net NPA Ratio of the bank is negative and Net NPA of the 

bank is ZERO. 

 

 

 

-1.93%

-2.49%

-4.42%

-6.51%
-6.75%

2014-2015 2015-2016 2016-2017 2017-2018 2018-2019

Year Percentage 

2014-2015 -1.93% 

2015-2016 -2.49% 

2016-2017 -4.42% 

2017-2018 -6.51% 

2018-2019 -6.75% 
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Findings 

•  Gross advances and net advances of the bank are increasing trend this is because of 

increase in size of operation. 

•  Gross non performing asset (NPA) during 2017-18 is low. 

• Total nonperforming asset provision created during 2017-18 is low. When 

compared with rest of the years. 

•  During the period of the study high net non performing asset (NPA) ratio is negative 

and net non performing asset (NPA) is ZERO 

•  Quality of services provided by the staff is satisfactory. 

•  Easy repayment and less formalities are the main factors determining customers 

selection of loans  

•  There is a very simple procedure followed by bank for loan 
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Suggestions 

The suggestions are given based on the outcome of the data analyzed. These suggestions are 

related to the improvement in the management of NPA. 

• Bank should keep Non-performing Assets under the track. 

• Bank should follow even more stringent measure to tackle problem of non- 

performing assets. 

• The bank has to maintain strong relationship with the clients and conduct recovery 

camps for the effective recovery of loans. 

•  The bank should provide training and awareness programmes regarding the 

repayment of loans, effective use of funds, repercussions of nonpayment etc., for 

effective utilization of available funds and for smooth recovery. 

• There should be proper monitoring of the restructured accounts because there is every 

possibility of the loans slipping into NPAs category again. 

•  No loan is to be given to a Group whose one or the other undertaking has become a 

Defaulter. 

• The banks should improve the customer services of the bank to a better extent. 
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Conclusion 

 

Growing NPAs is one of the biggest problems that the co-operative urban banks are facing 

today. From the study we observe that the Gross NPA is high but Net NPA is zero, it is due to 

maintenance of reserves. Rather than maintaining reserves the bank should take appropriate 

measures to reduce Gross NPA. If proper management of the NPAs is not undertaken it 

would hamper the efficiency of the banks. If the concept of NPAs is taken very lightly it 

would be dangerous for the banking sector. The NPAs destroy the current profit and interest 

income and affect the smooth functioning of the recycling of the funds. Banks also 

redistribute losses to other borrowers by charging higher interest rates. Lower deposit rates 

and higher lending rates repress savings and financial markets, which in turn hampers the 

economic growth of the country. Thus, it is highly essential for the banks to focus their 

attention on growth of NPAs and take appropriate measures to regulate their growth. 
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 A STUDY ON CASH FLOW STATEMENTS IN KUSALAVA            
INTERNATIONAL LTD. VIJAYAWADA 

1.1 Introduction 

CASH FLOW ANALAYSIS MEANING: 

Cash flow statement generally refers to the statement showing the receipts (inflows)and 

payments (out flows) of cash during the period covered by  consecutive balance sheet. 

According to Khan and Jain: 

“Cash Flow statements are statements of changes in financial position prepared on the basis 

of funds defined as cash or cash equivalents.” 

The Institute of Cost and Works Accountants of India defines Cash Flow statement as “a 

statement setting out the flow of cash under distinct heads of sources of funds and their 

utilisation to determine the requirements of cash during the given period and to prepare 

for its adequate provision.” 

                                                                       “According to Khan and Jain” 

 

                                    Cash flow analysis enables the management to plan and co-ordinate the 

financial operations of the enterprise, and furnish the basis for ensuring the profitability of the 

business much more manageable. 

                              A cash flow statement is an important companion to the income statement 

companion to the income statement. When non cash expenses are high earnings give an 

overly pessimistic view of a company‘s performance cash flow from operations may give a 

better picture. In addition, the operations of rapidly growing companies can consume cash 

even. When reported net income is positive finally, the cash flow statement provides a reality 

check in situation where companies have an incentive to bias the accounting assumption. 
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 1.2 Need for the study   

Many business owners disregard the importance of cash flow statement because they 

unwittingly believe that their from other financial reports and projections. 

 A cash flow statement is necessary to  assess the incoming and outgoing flow of cash and 

other resources in a business.  The   owner of a business with a cash flow statement be more 

aware of his or her invertors to make education decisions on future investments. 

A business with regular and reliable cash flow statements shows more economic  solvency 

and is more attractive to investors. 

This will allow a business owner to compare past periods with the current financial standing 

and determine whether your receivables have increased or decreased. 

If helps to track  receivables and payables. 
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1.3 Objectives of the study  

 To know the cash position of KUSALAVA INTERNATIONAL LTD. 

 To identify the changes in the elements of focus and uses of working capital in 

kusalava international ltd. 

 To study the various operating ,investing activities of cash flows in kusalava 

international ltd. 

 To offer  various suggestion for improving the financial performance of the company. 
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1.4  Scope of the study 

                The scope of the study is limited to collecting financial data published in the            

annual reports of the company every year. The analysis is done to suggest the possible     

solutions. The study is carried out for 5 years (2015-16 to 2019-2020) . in this project 

analysis is done taking into cash and cash equivalent items. 

                            Using the cash flow statement , firms past , present and future performance 

can be analyzed and this study has been  divided as short analysis and long analysis . the firm 

should generate enough not only to meet the expectations of owner , but also to expansion 

activities. 
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1.5  Methodology  of  the  study 

             Methodology  is a systematic procedure  of  collecting  information in order to 

analyses  and  verify a phenomenon . The collection of information is of two types. 

 Primary Data 

 Secondary  Data  

 

Primary Data 

            The information  is  collected from the internal  sources, interviews and discussion 

with values officials in the finance department & concerned executives of various 

departments. 

Secondary Data 

        It  is an  analytical  research  based on the secondary  data  involves  figures  denoted  

regarding  cash inflow and cash out flow in cash flow statement reported in annual  report  of   

the business firm for 5 years  2014-2015,2015-2016,2016-2017,2017-2018,2018-2019 . 

 Also  some  important  information  is  collected by various sources of secondary data  

such as  books,  websites ,  and official  release of  business firm .   
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 1.6   Limitations of the study 

 The study is based mainly on secondary information  

 The present study cannot be used for inter firm comparison 

 Limited span of time is a major limitation for this project 

 The data used  in reports are taken from the annual reports published at the end of the 

year  

 The result does not  reflect  the day to day transitions. 

 It is also impossible to the study of day to day transactions in cash management. 
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   INDUSTRY PROFILE 

Kusalava international ltd., the front-runner of Indian cylinder manufacturing 

industry, well tuned to hi-tech environment always reaching new heights in fulfilling world 

class customer requirements. Kusalava is enjoying a major share in domestic OEM 

requirements as well as aftermarket in India for the past 3 decades. It has spread its wings to 

global market and now exports across the globe. In recognition to the quality excellence, 

Kusalava received TS 1949:2002 certifications in October 2004 from TUV renewed up to 

2007. 

 Kusalava group activities cover almost every nook and corner in the automobile 

sector right from four/two wheeler dealership to spare parts, leasing and finance activities.  

 

Products manufactured:  
 
TIGER POWER-THE THOUGH PARTS 

                 Most of the vehicle manufacturers in the Indian Domestic market has a tie-up with 

international manufacturers like Mazda, Hino, Mercedes Benz, Mitsubishi…etc., Kusalava 

International Limited supplies their products to the below OEM’s in India who has 

international collaboration. 

     And for the international market, Kusalava international ltd had a start 6 years 

back and supplying the products after quality validation of the below customers. 

Interestingly, Kusalava has worked in tandem with the above international collaboration 

Indian OEMs to achieve their stringent quality requirement both in foundry and machining. 

The above OEMs contribute 30% of Kusalava international ltd turnover. Technical officers 

from Kusalava have played a vital role in establishing and understanding the international 

specification for the domestic OEMs and had good report for the working hand in hand to 

meet the drawing print specifications. And for the international market Kusalava international 

ltd is supplying the products after quality validation for the below customers. 

 

MILESTONES OF INDUSTRY: 
 

New thrust is identified in the developing / sourcing group of products related to the 

automotive / engineer industry. In this line Kusalava has achieved a significant development 
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in the domestic and international sourcing requirement. Highlighted some of the products 

developed in “Tiger-Power” brand and bulk supplied for after market customers are Piston 

assemblies, Value guides and gaskets, TP springs etc.,  

 
Network and Logistics in India: 

 

 At present Kusalavahas central office / warehouse at Vijayawada and has warehouses 

and trained personnel across India for identification and follow up. Our own fleet of trucks 

plays a major role in logistics for on time deliveries as per customer’s requirement. The 

central warehouses in India are: 

1. Vijayawada 

2. Chennai 

3. Cuttack 

4. Nagpur 

5. Rajkot 

6. Ghaziabad 

 

Through Sea: 

 Being an established 2 preferred brands in US “Tiger Power”, Kusalava international 

ltd., supplies 2 to 3 containers per month for replenishing the parts and new parts developed 

for both existing and new customers. Having movement frequent containers from factory to 

US made us to prove an economical sourcing to compensate the high freight cost for piece is 

economically shared by volume of parts. 

At USA: Our central warehousing at Houston TX with 10,000 sq. Ft., area has facility to 

stock and distribute parts across US and Canada. Tiger power has around 24 factory 

warehouses for easy to lift option for customers across US and Canada 

ERP Software: 

 Kusalava has in house software development center and presently implementing self-

development ERP system “Konline” integrating finance, manufacturing and distribution & 

human resource activities across India and USA officers. At Konline, we understand the 

strategic role supply management must play in a corporation today the significant impact a 

supply chain management strategy can have on earnings. Supply chain management solutions 

helps companies transform supply strategy into a competitive advantage. We combine 
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expertise, technology and information to help you bring immediate value and profit to your 

company’s bottom line. 

 Manufacturers and exporters of cylinder liners, sleeves, centrifugal cast, phosphated 

liners, ductile iron sleeves, ring castings, valve seat inserts, valve guides, alfin piston inserts, 

centrifigural casted pipes tubes, cast iron liners, cast iron cylinder liners, cast iron cylinder 

sleeves, pipes for ash disposal, S.G.iron liners, S.G.Iron sleeves, ductile iron liners, nodular 

iron liners, nodular iron sleeves, cylinder tubes.  

 
Growth Of Industry: 
Kusalava is supplying liners to “Ford Certified Re builders” at USA they are 

 

 AER MANUFACTURING INC., CARROLLTON TX 

 FRNKLIN ENGINE & PARTS INC., P.O BOX # 991293 CA 

 SEMINOLE SALES BIRMINGHAM AL 

 TOMADUR ENGINE COMPANY CAPITAL AVENUE CA  

 

Domestic Market:  
  

Kusalava international limited has a good market share in domestic market with the “Tiger 

Power” brand and is the biggest liner manufacturer in India. Kusalava has well established 

off site warehouses and branch set-ups across India for market and customer access. 

Company Products: 

 Kusalava manufacturers liners/sleeves in both cast iron and S.G. Iron, centric cast 

value seats inserts and Alfin piston inserts. As a new development Kusulava has started 

manufacturing the engineering items out of its own technology like 3 mts., pipes for ash 

disposal for the thermal power plants, sugar crusher’s material and motor frames for the 

heavy electrical motors.       

Technical Strengths: 

 Automated Foundry 

 Spectro Check (German Make) for instant chemical analysis 

 Centri cast pipes up to 3.0 mts lengt 

 Hardness testing (Rockwell and Brinell) 

 

Tensile and Bending, yield strength, % of elongation (up to 40 mts) 
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 Microscopes: Graphite morphology (etched &unetched conditions) up to 500x 

 CNC machines complicated profiles  

 Plateau honing (Nagel make) machine with auto size control 

 WMW grinding / Honing machines (German Make) for maintaining stringent 

tolerances 

  Quality control equipped with latest pneumatic / electronic gauges and profile 

projects 

  Geometrical Accuracies: Taylor Hobson-Roughness testing equipment, Optional 

profile projector. 

 
 
Technical up graduation: 

Kusalava has developed the basic technical requirement for the manufacturing of their 

products, and in line to develop the technical strength hires experts from Germany for 

upgrading the foundry technology in line to the international practices. Till today Kusalava 

has taken 3 rounds of expert’s views to validate their process and to fine-tune their existing 

process for better productivity. Most significantly, Kusalava deputes their technical and 

managerial personnel for the training in different institutes for betterment of their knowledge 

and practices. 

 Mr. Prasad R.K, Chukkapalli, Managing Director of the company has visited Japan 

under AOTS programmed for 15 days technical training in quality systems during the first 

week of  October 2002.  

Product Development and Outsourcing: 

 New thrust is identified in the developing / sourcing group of products related to the 

automotive / engineer industry. In this line Kusalava has achieved a significant development 

in the domestic and international sourcing requirement. Highlighted some of the products 

developed in “Tiger-Power” brand and bulk supplied for after market customers are Piston 

assemblies, Value guides and gaskets, TP springs etc.,  

 
Industry Players: 

LIST OF O.E.M. CLIENT PLAYERS: 

MANUFACTURER COLLABRATION 
SUPPLY            SHARE 
IN % 

1. Ashok Leyland ltd 
Hino-Japan & British 
Leyland 

50 
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2. Telco Mercedes Benz 70 
3. Eicher Motors Mitsubishi 100 
4. Bajaj Tempo Daimler Benz 100 
5. Swaraj Mazda Mazda 100 
6.Mahindra&Mahindra Nissan 100 
7. VST Tillers Tractors 
Ltd  

Mitsubishi 100 

8. Cummins India ltd Cummins inc USA 10 

 
 
SWOT Analysis Of The Industry 

Strengths: 
 Round the year availability of raw materials. 

 Social acceptability of agro-processing. as important area and support from the central 

government. 

 Vast network of manufacturing facilities all over the country. 

 Vast domestic market. 

Weaknesses: 
 High requirement of working capital 

 Low availability of new reliable and better accuracy instruments and equipments. 

 Inadequate automation w.r.t. information management. 

 Remuneration less attractive for talent in comparison to contemporary 

 Inadequately developed linkages between R&D labs and industry. 

Opportunities: 
 Large crop and material base in the country due to agro-ecological variability offers 

vast potential for agro processing activities. 

 Integration of developments in contemporary technologies such as electronics. 

material science, computer, bin-technology etc.. offer vast scope for rapid 

improvement and progress. 

        Threats: 
 Competition from global players 

 Loss of trained manpower to other industries and other professions due 

tobetterworking conditions prevailing there may lead to further shortage of 

manpower. 
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 Rapid developments in contemporary and requirements of the industry may lead 

to fast obsolescence. 

 

Achievements Of The Industry: 
Spurred by a huge demand due to increasing purchasing power, new product 

launches, coupled with attractive finance schemes and booming exports, automobile sales has 

been growing at a frenetic pace.  

According to SIAM, cumulative growth of the Passenger Vehicles segment during 

2007-08 was 12.17 percent. While Passenger Cars grew by 11 .79 percent, Utility Vehicles 

and Multi Purpose Vehicles sales grew by 10.57 percent and 21 .39 percent respectively. 

Also, the Commercial Vehicles segment grew by 4.07 percent over the same period in 

2010-17. Light Commercial Vehicles recorded a growth of 12.29 percent. Scooters and 

Mopeds grew by 11 .64 percent and 16.63 per cent respectively. 

Simultaneously, automobile Exports continued to grow at a robust growth rate of 22, 

30 percent in 2007-08. While Commercial Vehicles exports increased by 19.10 per cent, Two 

Wheelers and Passenger Vehicles exports grew by 32.31 percent and 9.37 per cent 

respectively. 

 MarutiSuzuki  India, the country's biggest carmaker,  recorded  its highest ever annual 

sales (7 ,64,842 vehicles), registering a growth of 13.3 per cent in 2007-08 over 2006-

07. 

 Mahindra & Mahindra Limited (M&M) cumulative sales grew by 30 per cent in 

2007-08- 2,31 ,355 units compared to 1,78,201 units in the corresponding period last 

fiscal. 

 Hyundai Motors India Limited (HMIL) has shown a robust growth at 16.13 per cent 

with 360,934 units during 2007-08, against 310,787 units sold in 2006-07. 

 Skoda Auto has sold 14,187 vehicles in 2007-08 against 12,444 in 2006-07, a growth 

rate of 14.06 per cent. 

 General Motors India (GM), the wholly owned subsidiary of US-based General 

Motors Corporation , reported 71 per cent increase In domestic sales in 2008-09 - at 

66,543 units against 38,857units in 2006-07. 

 Mercedes-Benz India recorded a 59 per cent sales growth during the first quarter of 

2009. 

 Hero Honda,  India's largest two-wheeler maker, sold a whopping 33,37,142 units in 

2009-10, over 33,36,756 units sold in 2010. 
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 Motorbike exports from India grew to 3, 21 ,321 units in the April August period this 

fiscal from 2,37,103 units in the same period last year. 

 Honda sold 62,802 cars in 2007-08, higher than the 61 ,325 units sold in 2012-14. 

Automotive Sector: 

The domestic automobile market has been growing at 14.2 per cent CAGR over the 

past 4 years (2000-01 to 2004-05), while the auto components market has been growing at 

19.2 percent (2000-01 to 2003-04). The industry (OEMs and suppliers together) contributed 

nearly 4 per country's GOP in 2003-04. The automotive sector also offers significant 

employment opportunities employs 0.45 million people directly and around 10 million people 

indirectly. 

The industry's capabilities in design, engineering and manufacturing have been 

recognized the over, and most automotive majors are looking to increasingly source auto 

components from. 

India is emerging as one of the most attractive automotive markets in the world, and is 

poised become a key sourcing base for auto components. The table below captures the 

highlights of in India that illustrates its growing significance. 

Indian Automotive Industry: A Presentation 

The Indian automotive industry has grown at a CAGR of 14 per cent p.a. over the last 5 years 

sales of vehicles reaching around 9 million vehicles in 2016-17. It has the potential to emerge 

the largest in the world. Presently, India is: 

 2nd largest two-wheeler market in the world 

 4th largest commercial vehicle market in the world 

 11th largest passenger car in the world and is expected to be the 7th largest market. 

 The industry has emerged as a key contributor to the Indian economy. 
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COMPANY PROFILE: 
Kusalava international ltd., the front-runner of Indian cylinder manufacturing 

industry, well tuned to hi-tech environment always reaching new heights in fulfilling world 

class customer requirements. Kusalava is enjoying a major share in domestic OEM 

requirements as well as aftermarket in India for the past 3 decades. It has spread its wings to 

global market and now exports across the globe. In recognition to the quality excellence, 

Kusalava received TS 1949:2002 certifications in October 2004 from TUV renewed up to 

2007. 

 Kusalava group activities cover almost every nook and corner in the automobile 

sector right from four/two wheeler dealership to spare parts, leasing and finance activities 

 

IV.2 Promoters: 
                                  Table no.IV.2 

MANUFACTURER COLLABRATION 
SUPPLY            SHARE IN 
% 

1. Ashok Leyland ltd 
Hino-Japan & British 
Leyland 

50 

2. Telco Mercedes Benz 70 
3. Eicher Motors Mitsubishi 100 
4. Bajaj Tempo Daimler Benz 100 
5. Swaraj Mazda Mazda 100 
6. Mahindra & Mahindra Nissan 100 
7. VST Tillers Tractors 
Ltd  

Mitsubishi 100 

8. Cummins India ltd Cummins incUSA 10 
 

 And for the international market, Kusalava international ltd had a start 6 years back 

and supplying the products after quality validation of the below customers. Interestingly, 

Kusalava has worked in tandem with the above international collaboration Indian OEMs to 

achieve their stringent quality requirement both in foundry and machining. The above OEMs 

contribute 30% of Kusalava international ltd turnover. Technical officers from Kusalava have 

played a vital role in establishing and understanding the international specification for the 

domestic OEMs and had good report for the working hand in hand to meet the drawing print 

specifications. And for the international market Kusalava international ltd is supplying the 

products after quality validation for the below customers. 

Management: 
a. AER MANUFACTURING INC., CARROLLTON TX 

b. FRNKLIN ENGINE & PARTS INC., P.O BOX # 991293 CA 
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c. SEMINOLE SALES BIRMINGHAM AL 
d. TOMADUR ENGINE COMPANY CAPITAL AVENUE CA  

 
Domestic market:  

 Kusalava international limited has a good market share in domestic market with the 

“Tiger Power” brand and is the biggest liner manufacturer in India. Kusalava has 

wellestablished off site warehouses and branch set-ups across India for market and customer 

access. 

 
IV.3 History Of the company: 

Kusalava has developed the basic technical requirement for the manufacturing of their 

products, and in line to develop the technical strength hires experts from Germany for 

upgrading the foundry technology in line to the international practices. Till today 

Kusalavahas taken 3 rounds of expert’s views to validate their process and to fine-tune their 

existing process for better productivity. Most significantly, Kusalava deputes their technical 

and managerial personnel for the training in different institutes for betterment of their 

knowledge and practices. 

 Mr. Prasad R.K, Chukkapalli, Managing Director of the company has visited Japan 

under AOTS programmed for 15 days technical training in quality systems during the first 

week of  October 2002. 

 

1964: Kusalava International Limited comes into existence as M/S Bharat  Industries. 

1972: Started production of grey iron cylinder liners. Started supplies to major road 
 transport corporations (STU's)  

1982: Supplies to replacement market with TIGER POWER-TOUGH PARTS  Brand 
name.  

1986: Installed the first Dual Track Induction Furnace in India.  

1987: Became the major source for Defence Vehicle Factory  

1990: Exported its first consignment to New Zealand.  

1992: Tiger Power became the major supplier of cylinder liners in After Market  

1994: Emerged as the Largest cylinder liner manufacturer in India.  

1995: Kusalava commissions its first overseas office in Houston, Texas, and the USA  
 ISO: 9002 certified.  
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1996: Sales figures crossed 1 million USD. Kusalava becomes a limited company.  

1997: Started WOS in the USA, (Wholly Owned Subsidiary) 

1998: QS-9000 certified  

1999: Started production of Ductile Iron castings.  

2000: ISO/TS 16949 certified.  

2002: Turn Over crosses 10 million USD.2003: Introduced the Six Sigma Process.  Awarded 
by ACMA for Best Six SigmaProject in 2003  

2004: Introduced Lean Manufacturing Practices.  Received the best-supplied award from 
EICHER MOTORS, for outstanding contribution to supply chain management.  Awarded 
by ACMA for Best Six Sigma Project in 2004 again.  

2005: Agreed with the Market Leader Darton Sleeves, the USA for supplying High-Grade 
Ductile iron liners to the Drag Racing Market. 

2006: Total PM Kick off on July 3rd, 2006.  Kusalava commissions new plant at  Pantnagar, 
Uttarakhand.  

2007: Turn over crosses 20 million USD.  Kusalava commissions new plant at 
 Visakhapatnam, Andhra Pradesh.  

2009: Implemented SAP across Four Manufacturing Locations.  

2009: Obtained ISO 14001 CERTIFICATION for - Visakhapatnam Plant.  

2012: Obtained ACT Foundation Cluster.  

2014: Obtained Govt. Of India R & D Recognition.  

2016: Received ISO 14001 CERTIFICATION for - Vijayawada.  

Kusalava International Ltd., the front runner of Indian Cylinder Liner Manufacturing 

Industry, well-tuned to the hi-tech environment always reaching new heights in fulfilling 

world-class customer requirements. Kusalava is enjoying a major share in domestic OEM 

requirements as well as After Market in India for the past 3 decades. It has spread its wings to 

the global market and now exports across the globe. In recognition of the quality excellence, 

Kusalava received TS 16949:2002 Certification in October 2004 from TUV renewed up to 

2007Kusalava Group activities cover almost every nook and corner in the automobile sector 

right from FOUR, TWO wheeler dealerships to spare parts, Leasing and Finance activities.   
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IV.4 Growth of the KUSALAVA INTERNATIONAL LIMITED: 

  Kusalava International Limited belongs to Kusalava group of companies. Its 
honorable chairman and promoter is Mr. Chukkapalli Ramakrishna Prasad. The group of 
companies and their activities. 

Kusalava Motors (P) Ltd : 

 The company is involved in the activity of trading 2 Wheelers and 4 Wheelers, it is the 
official dealer for TVS Motors and Hyundai Cars in the cities of Vijayawada, Guntur, 
Ongole, Bhimavaram and Gudivada. 

2) Kusalava Informatics:  

Started of as an in-house software arm for developing an integrated ERP solution, the 
division has been spun off into a separate company in 2006. Since then the company has been  

15 

working on many projects with overseas clients and has seen unprecedented growth. Please 
visit www.kusalavainfo.com 

3) Kusalava Finance: 

 The company has been established way back in 1970 and is engaged in the business of 
financing automobiles. The company has been able to carve a niche of itself in the 
automotive sector by offering clients customized financing options as per their 
needs.                                                    

4) Kusalava Power: 

The company is involved in the business of power generation and has a total generating 
capacity of 3 MW. 

5) Kusalava Realty:  

The Company is involved in the business of developing housing, apartments and shopping 
malls. 

6) Bharat Automobiles: 

 The company activities involve trading is automobile spare and represents a host of reputed 
manufacturers like Bharat Forge for Crank Shafts, Timken for Bearing, Maple for Pistons and 
Kusalava for Liners. The company operations and network spread across entire south India. 

7) Kusalava Inc:  

The Company is a trading firm located in Houston, Texas, USA and is involved in the 
activity of sourcing automotive components from India and China to OEM's in USA. The 
company has products stocked in 22 warehouses across USA to supply to customers on a JIT 
basis. 
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8) Sneha Biotech:  

The Company is research firm, which focuses on development of products using 
biotechnology for agriculture, marine industry and humans as well. The products are used as 
a substitute to chemicals & fertilizers in agriculture and aqua industries and are used as 
substitutes to drugs for humans.  

Company Products: 

Kusalava manufacturers Liners/Sleeves in both Cast Iron and S.G. Iron, Centri Cast 

Valve seat Inserts and Alfin Piston Inserts. As a new development, Kusalava has started 

manufacturing the engineering items out of its technology like 3 Mts. pipes for ash disposal 

for the thermal power plants, sugar crusher’s material, and motor frames for the heavy 

electrical motors.  

 

A .CYLINDER LINERS : 

       Cylinder liner is a cylindrical  part to be fitted into an engine block to form a cylinder. It 

is one of the most important functional parts to make up the interior of an engine the cylinder 

liner, serving as the inner wall of a cylinder ,  forms a sliding surface for the piston rings 

while retaining the lubricant within. 

The most important function of cylinder liners is the excellent characteristics as sliding 

surface and these four necessary points . 

 High anti-galling properties 

 Less wear on the cylinder liner itself 

 Less wear on the partner piston ring 

 Less consumption of lubricant  
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The cylinder liner receives combustion heat through the piston rings and transmits the heat to 

the coolant. 

A cylinder wall in an engine is under high temperature and high pressure , with the piston 
and piston rings sliding at high speed. In particular , since longer service life is required of 
engines for trucks and buses, cast iron cylinders that have excellent wear-resistant properties 
are only used for cylinder parts . 

Also ,with the recent trend of lighter engines materials for engine blocks have been shifting from cast 
iron to aluminum alloys has drawbacks in deformation during operation and wear-resistance . For  
that reason , cast iron cylinder liners are used in most cases. 

B. CYLINDER LINERS FOR ALUMINUM BLOCKS : 

Global warming has started to show its adverse effects on the environment. To improve the 

fuel efficiency and adhere to the latest Euro norms automobile manufacturers are shifting 

towards surface on the outer diameter commonly referred to as spiny lock or stipple finish. 

To improve rigidity and high thermal conductivity properties of engine blocks , Kusalava has 

developed different specifications of cylinder liners that have high adherence to aluminum 

blocks at the time of die   casting by controlling the coarseness of the outer casting surface 

with the special coating materials and in process controls .                                           

C. PISTONS & PISTON RINGS 

The piston is considered to be one of the most important parts in a reciprocating engine in 

which it helps to convert the chemical energy obtained by the combustion of fuel into useful 

mechanical power. The purpose of the piston is to provide means of conveying the expansion 

of the gases to the crankshaft via the connecting rod, without loss of gas from the above or oil 

from below. The piston is essentially a cylindrical plug that moves up and down.   

D. Centrifugal Castings: 

Centrifugal casting method was developed after the turn of the 20th century to meet the need 

for higher standards.  

Spinning molds generate centrifugal force on molten metal to position the metal within a 

mold. As the molten metal solidifies from the outside in, a casting with dense, close grain 

structure is created. As a result of close grain structure the centrifugal process offers products 

with better physical properties than castings made using the static casting method. Proper 

mold design, mold coatings, mold spinning speeds, pouring speeds, cooling rates and metal 

chemistry results in castings with higher yields, fewer impurities and greater    strength. 
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E. Pallets 
Kusalava has recently started a new diversified business of Heat Treated Wooden pallets 

as per ISPM 15 standards, with the initial capacity of 7500 pallets per month. Kusalava 

can make the wooden pallets as per EURO, BS, US standards and also we can make the 

pallets as per customer specific sized. 

F. LED Display Boards 

LED Display Boards : All types LED display boards for Buses, Indoor and out door 
advertising of all sizes 

G. Digital Clocks 

Digital Clocks with GPS Synchronization : Digital clocks with GPS synchronization are 

highly readable systems consisting of one master clock and several slave clocks. Master 

clock system updates its time from precision GPS data and sends syncs periodically to 

slave clocks for synchronization. 

H. Led Signal Lamps 

LED Signal Lamps : LED signal Lamps are designed to meet the requirements of Railway 

signaling systems. LED signals are high safety, low maintenance solutions to the age-old 

reliability problems afflicting incandescent lamps. LED units accept wide voltage range 

and provide constant brightness over it. 

Solid state block 

Solid State Block Proving By Axle Counter : SSBPAC is a solid state system used for 

controlling the coordinated movement of the train in the block section working on absolute 

block working principle. The system has been developed as per RDSO/SPN/175/2005 both 

for single line working and double line working. 

VISION : 

 To produce quality auto component products the matching best available in the world in 

terms of innovative design features and endues at competitive cost deliverable in time and 

maximize customer satisfaction to ensure constant increase in market share and global 

presence for the company . 

MISSION : 

1.  To constantly strive for automation and technology up gradation of company’s 

Plant process and product to maximize customer satisfaction and efficient use of resources at 

company’s disposal to optimize production and minimize cost. 
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2. To  trigger higher demand for company’s products both in domestic and international 

market and there by improve market share. 

3. To improve both top line and bottom line of the company to ensure optimum returns for all 

stake-holders of the company. 

4. To make kusalava a true global conglomate through professional management, corporate 

govervance  initiatives and strict adherence to regulatory compliances. 
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MEANING AND DEFINITION OF CASH FLOW STATEMENT 
The meaning of the cash flow statement of an enterprise or entity is such that it is the 

additional statement prepare in additional to the basic document that is balance-sheet and 

profit&loss account prepared so as to give a clear view of the flow of cash in to the main 

activities of entity classifying in to operational investment and financing.operational 

activitiesare those activities which are mainly engaged by the entity by which the net results 

is ascertained by preparing the operating the statements such as profit&loss acoount or 

income&expenditure account. 

Investment activities are those activities which are undertaken by the entity for long range 

expansion plans and which are properly reflected in the balance-sheet. 

Financing activities are those by which the entity raises long term as well as short term debts 

are raise by the company either from banks,financial institutions or by the promoters to meet 

requirements of the entity.the most important thing be noted that all these activities are to be 

considered as composite and collectively from part of the cash flow statement. A cash flow 

statement  can thus be defined as “the composite statement of the entity for as defined period 

which is clearly highlights how the cash is being generated from different activities of the 

entity and how it is further disposed or dispensed with” 

OBJECTIVES OF THE CASH FLOW STATEMENT: 

 The objectives of the cash flow statement is to provide to the user of the financial 

statement to provide information about the cash flow of an enterprise with a basis to 

assess the ability of the enterprise to generate cash and cash equivalents and the needs 

of the enterprise to utilize those cash flows. 

 The economic decisions that are taken by user require an evaluation of the ability of 

an enterprise to generate cash and cash equivalents and the timing and certainty of 

their generation. 

 The cash flow statement gives the required information about the historical changes in 

cash and cash equivalents of an enterprise by means of cash flow statement which 

classifies cash flow of the entity during thr period from operating investing and 

financing activities. 

Present usage of the cash flow statements 
Though there is a much prominence and importance to the cash flow statement from 

the financial statements they are not being prepared by management and placed as a 
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part of the published accounts.the main reason for that is it is bot a mandatory 

document as prescribed by the company’s act 1956 as other basic documents. 

However there are many companies which voluntarily gives the cash flow statement 

in addition to the basic financial statement i.e.,balancesheet and profit &loss account.  

The disclosure of cash flow statement will add meaning information to the basic 

documents  .it is useful not only to the management but also to other stake holders 

such as investors,lendersand so on. 

However the preparation of the cash flow statement is mandatory to the listed 

companies as well as those whose turnover is more than rs.50 crores for a financial 

year. 

Importance of cash flow statement 
o the fundamental financial statements i.e balance sheet and profit&loss 

accounts prepared by any entity gives and reveal the state of affires of an 

entity on a particular date and the performance of the entity for a particular 

period i.e for a financial year. 

o However there may be different events and transactions which will not be 

cleared by the profit &loss account but only knows through the preparation of 

other statements such as cash flow statement and funds flow statement. 

o Thus cash flow statements of an entity will gives a clear picture on how the 

cash  has been generated by the company and how it has been disposed. 

o Thus cash flow statements with a basis to assess the ability of the enterprise to 

generate cash and equivalents and the needs of  the enterprise to utilize those 

cash flows. 

o The economic decisions that are taken by users require and evaluation of the 

ability of an enterprise to generate cash and cash equivalents and the timing 

and certainty of their generation. 

Limitations of the cash flow statements 
The cash flow statement though very useful to the parties interested has certain 

inherent limitations which are as follows. 

1.the cash floe statement is no5t a substitute for the basic financial statements 

and it is only a supplementarary to those statements which gives additional 

information. 

2.it is not an original statement but simply an arrangement but simply an 

arrangement of the data given in the financial statements. 
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3.the cash flow statement is also a heistoric statement as the other basic 

financial statement and it will not gives any information relating to the future 

operations of the company. 

Cash flow statement sources of funds 
1)fund from operations: 

This is nothing but the net profit that is shown arrives in the profit&loss 

account t for the year. Generally it is considerd as the excess of income over 

expenditure that were charged during the financial year.this will be taken as 

the starting pont for the preparation of the cash flow statement in the indirect 

method. 

2)non cash expenditure: 
this expenditure represents those items which were debited to the profit&loss 

account but there involves no cash outflow on account of nature of such 

expenditure. examples of such expenditure are premilinary expenses written 

off depreciation and writing of the defferred revenue expenditure.the effect of 

these expenditure is such that these will be positive effect on the cash flow as 

they will be added to the funds from operations. 

3) Increase of share capital: 
These represent inflow of cash by issuing new shares of different from such as  

1)  Equity share capital  

2)  Preference share capital and so on 

4) Issue of debentures: 
These represent inflow of cash by issuing new debentures of different forms 

such as   

1)  Convertible debentures. 

2)  Non convertible debentures and so on 

5)  long term loans: 
Long term loans taken either from banks or financial institutions will be the 

source of cash and will be increasing the cashflow.The subsequent utilization 

of term loans for the purpose of acquisition of fixed assets will be the 

application of funds which will be shown as outflow of fund 

6) Sale of fixed assets:Like the acquisition of fixes assets it is also 

common to dispose or sale of fixed assets in the ordinary course of business. 

The sale may be either over and above the book value of the asset or 
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sometimes it will be less than the book value. Whatever the situation may be 

sale proceeds of the fixed assets has to be the sale proceeds of the fixed assets 

has to be shown as inflow of cash adjusting either loss or profit to the profit 

&loss account . Sometimes an asset may be exchanged for another asset in 

such as a case only the bet amount may result inflow of cash and the same 

only will be shown in the cash flow statement as cash inflow. Asset acquired 

by issuing shares of the company will not involve any cash flows and need not 

be shown in the cash flow statement. 

7) Dividends received: 
this amount represents dividend income received by the company on the 

investments made in the earlier years. it has to be accounted on receipt basis 

and it will find place in the cash flow statement only when it has been 

received.     

8) Decrease in current assets:    
Current assets are those which are held by entity as matter and in the course of 

regular activities of the entity and are short term in nature. They are  

1) Inventories 

2) Debtors 

3) Loans & advances etc. 

If the net effect of all these items between two balance sheets is a decrease it is 

nothing but inflow of cash as a portion of the current assets have disposed for 

cash inflows. However it is also be noted that if a current assets is exchanged 

for an another current asset the net effect will be the same there will not be any 

impact in the cash flows expect for the reason that any loss or profit is 

disposing the current asset is adjusted through the profit &loss account but 

entire in flow statement. 

The understanding of components of the working capital as well as the 

changed in the working capital will be very useful in understanding the 

importance and utility of the cash flow statement. 

APPLICATIONS OF FUNDS: 
1) Loss from operations: 
These represents the book loss that appears in the profit & loss account in such 

a case it will taken as the starting point for preparation of the cash flow 

statement. It arises only in a situation where the entity has excess of 
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expenditure over income. However it should also be noted that loss as shown 

in the profit &loss account does not mean that the entity has no cash inflows. 

Loss in the profit &loss account was might be  due to various reasons such as 

charging of abnormal amount of depreciation or writing off the certain portion 

of fixed assets which was rendered as waste and so on. Hence the cash flow 

statement only will give us the clear picture why the firm could have paid the 

dividends instead of meager amounts of profits. 

2)  Non cash incomes: 
These represent the amounts that were credited to the profit &loss account 

which arises due to excess provisions written back during the financial year as 

well the profit that arises due to sale of fixed assets during the financial year . 

3) Redemption of shares: 
This represents the cash flows that arises due to redemption of shares either 

equity shares or preference shares during the financial year.the arrears of 

dividend which were paid along with the face value also has to be cash out 

flow in the cash statement 

4) Redemption of debenture: 
These represent that amount of cash flow that arises due to repayment or 
redemption of debentures during the final year. 

5) Repayment of loans: 

These represent the payment of long term as well as the short term loans that 

were repaid during the financial year taken from banks and the financial 

institutions. Loans which repayment period is more than 3 years can be 

considered as  long term loans and the rest are short term.  

6) Purchase of fixed assets: 

These represent the cash flow arises due to purchase of fixed assets of the 

company during the financial year. The net consideration paid on account of 

acquisition of fixed assets only will be considered. Any fixed assets that were 

acquired in exchange of the other fixed assets to the same value will not have 

any impact in the cash flow statement as one asset will be disposed and the 

other will be acquired. However if any assets was aquried more than the value 

of exchanged asset it will have a negative impact in the cash flow statement 

and will be shown in the application of funds. 
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7) Dividends paid: 

These represent the amounts that were paid by the entity during the financial 

year on paid up share capital of the company 

8) Increase in current assets:  

Different items of current assets are as follows 

a) inventory: 

this is either raw material or stock in trade or work in progress held by the 

entity as on the balance sheet date. If the result of the stock is increase when 

compared with opening date  it will have negative impact on the cash flows 

and it will the opening date it will have negative impact on cash flows  and it 

will decrease the  cash flows. In other words it can be said as the entity has 

invested the additional fund on inventory . the impact of carrying high 

amounts of inventory is such that the entity will have huge income tax liability 

without an6y cash resources to pay the tax liability 

b) Debtor: 

    Debtors represent the amounts receivable by the entity on account sale of 

goods       or    provision of services to the customers. If the net result of the 

debtors is an increase compared with the opening balance sheet it will have 

negative impact on the cash flow statement and it will   decrease the cash 

flows. In other words it can be constructed as the entity has affected much of its 

sale on credit basis instead of receiving cash. The effect high amounts of credit 

sales is such that the firm will be left with no cash reserves instead of posting 

high profits and paying high amounts of income tax consequently. 

                        C) Loans & Advances:  Loans& Advances refers to those items which 

were advanced by the entity for    supply of materials or provision of services. This is 

short term in nature and they carry no interest. If   there is any increase in the Loans & 

Advances it will also have a negative impact on the cash flows. 

          It is also pertinent to note that all these current assets and current liabilities are part of  

the working capital which is very important from the management financial planning 

point of view.The management considers the changes in working capital in the fund 

flow statement including the cash and cash equivalents in the overall working capital 

management whereas the cash will be delinked in the analysis of the cash flow 

statement.  
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         For the sake better understanding and simplicity the concept of working capital 
also is being discussed here under as these concepts are very useful for proper 
assessment of movement of fund as well as cash. 

                  WORKING CAPITAL 

                            Working capital Working capital means the excess of current assets over 

current lies. Statement of changes in Working Capital is prepared to show the 

changes in the working capital between the two balance sheet dates. This 

statement is prepared with the help of current asset and liabilities derived with 

the help of current assets and current liabilities derived from the balance sheets 

as:Working capital = Current assets - current 

                        1) An increase in current Assets increase Working Capital 

  2) A decrease in Current Assets decrease Working Capital  

  3) An increase in Current    Liabilities decrease Working Capital 

                        4) A decrease in Current Liabilities increase Working Capital  

The changes in all current assets and liabilities are merged into one figure only either an 

increase or decrease in working capital over the period for which funds statement has been 

prepared. If the working capital at the end of the period is more than the working capital at 

the beginning thereof the difference is expressed as Increase in working capital at the end of 

the period is less than that at the commencement, the difference is called Decrease in working 

capital. 

Procedure for knowing whether a transaction results in the cash flow or 

not: 

 Analyze the transaction and find out the two accounts involved. 

 Make the accounting entry of the transaction 

 Determine whether the accounts involved in the transactions are current or noncurrent 

 If Both the accounts involved are non-current i.e., either permanent assets of 

Permanent liabilities, it still does not result in flow funds 

 If the accounts involved are such that one is a current account while other is a non-

current i.e.,Current assets and permanent liability and fixed assets or current liability 

and permanent liability then it results in flow of funds. 

Cash flow statement, income statement and balance sheet:- 

Cash Flow statement is not a substitute of an income statement 1.e., a Profit and Loss 

Account, and a Balance Sheet. The profit and loss account is a document, which indicates the 
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extent of success achieved by a business in earning profit on balance sheet is a statement of 

financial position or status of business on given date. It is prepared at end of accounting 

period. 

The balance sheet depicts various resources of an understanding and the development of 

these resources in various assets on a particular date. As it indicates the financial condition on 

a particular date, it is static in nature: while funds flow statement is a dynamic one. Cash 

Flow Statement tells us many financial facts, which a balance sheet cannot tell. Balance sheet 

does not disclose the cause for change in the assets and liabilities between two different 

points of time. Again, white balance sheet is the end result of all accounting operations for a 

period of time the cash flow statement provides additional information as regard the nature 

and ability of the firm to generate the cash from operating, investing and financing activities 

for that financial year. If the balance sheet is studied along with the cash flow statement it 

will provide useful and meaning information. It is a tool of management for financial analysis 

and helps in decision making. 

1) Helps In The Analysis Of Financial Operations: 

The profit & loss account of the firm will reveal the net effect of various transactions the It 

operations of the firm for that financial year. The balance sheet gives a static view of the 

resource of a business and the uses to which these resources have been put at a certain point 

of time. But it does not disclose the causes for changes in the assets and liabilities between 

two different points of time. The cash flow statement explains cause for such changes and 

also effect a these changes on the liquidity position of the company. Sometimes concern may 

operate probability and yet its cash position may become more and worse. The cash flow 

statement only but not even the fund flow statement will give a clear answer to such a 

situation explaining what has happened to the resources and operating profits of the firm. 

2) It Throws Light On May Perplexing Questions Of General Interest: 

 Why were the net current assets less in spite of higher profits and vice-versa? 

 Why more dividends could not be declared in spite of available profits 

 How was it possible to distribute more dividends than the present earnings 

 What happened to the proceeds of sales of fixed assets of issue of shares debentures 

3) It Helps In The Formation Of Realistic Dividend Policy: 

Sometimes a firm has sufficient profits available for distribution as dividend of share 

dividend but yet it may not be available to distribute dividend for lack of liquid of cash 
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resources. In such cases a cash flow statement helps in the information of a realistic dividend 

policy 

4) It Helps In The Proper Allocation Of Resources: 

The resources of a concern are always limited and it wants to make the best use of these 

resources. A projected cash flow statement constructed for the future helps in making 38 

managerial decisions. The firm can plan the development of its resources and allocate them 

among various applications. 

5) It Acts As A Future Guide: 

A projected cash flow statement also acts as a guide for future to the management. The 

management can come to know the various problems it is going to face in near future for 

want of fund. The firms future needs of cash can be projected well advance and also the 

timing of these needs. The firm can arrange to finance these needs more effectively and avoid 

future problems 

6) It Helps In Appraising The Use Of Working Capital: 

A cash flow statement helps in explaining how efficiently the management has used its 

working capital and also suggest way to improve working capital position of the firm. 

7) It helps knowing The Overall Credit Worthiness of a Firm: 

The financial institution and banks such as state financial institutions, industrial development 

corporation of India, Industrial Development Bank of India etc., all ask for projected cash 

flow statement prepared for a reasonable number of years before granting loans to know the 

credit worthiness and repayment capacity of the firm. Hence any entity approaching the 

financial institutions and banks for financial assistance has to prepare the cash flow statement 

for better understanding of its repayment capacity. 

Limitations of cash flow statement: - 

The cash flow statement has a number of uses. However it also has certain inherent 

limitations which are listed below. 

 

1) It should remember that a Cash Flow Statement is not a substitute of the profit & loss 

account and a balance sheet. In fact they will provide as the basis for the preparation of the 

cash flow statement. It provides only some additional information as regard changes in 

working capital as well as the resources mobilized by the entity as well as the resources 

parted with the entity 
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2) It is not an original statement but simply is arrangement of data given in the financial 

Statements. In other words it is only a derivative of the balance sheet and the profit & loss 

Account. 

3) it is essentially historic in nature and projected cash flow statement cannot be prepared 

with much accuracy. 

Transactions not affecting the cash flow:- 

 Increase in one current asset but decrease in other current asset 

 Decrease in one current liability but decrease in another current liability  

 Increase in one current liability but decrease in another in other current liabilities. 

 Decrease in one current liability and decrease in another current asset. 

 Increase in share capital but not in any increase in the asset. 

 Increase in one asset with corresponding decrease in another asset.  

 Decrease of asset with a corresponding decrease in the liability. 

 Increasing the liability with a corresponding increase in the liability 

 Decrease in the liability with the corresponding decrease in the asset 

 

 use of cash flow statement and its significance for management 

Cash flow statement is a useful device. It is prepared to know about the changes in financial 

position as well as the cash generation ability of the entity out of its various activities. In 

helps not only the management of concern but also may other parties which have their 

interest in its preparation. The inclusion of a well designed comparative fund flow statement 

is annual report should become a generally accepted practice. Financial statement prepared 

along with the cash flow statement is useful for the following interested parties: 

 Use for Management 

 Use for Economists 

 Use for Banks and Financial Institutions 

 Use for investors 

 Other users 

Use for the management: 

Cash flow statement is of great managerial use. It serves as a handy tool financial planning 

preparation of budget. It is through the analysis of this statement that a firm grasps the 

changes in the allocation of resources between the two balance sheets can be had. 
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Management of the business concern can easily assess the extent to which working capital 

has effectively been used. 

 

The cash flow statement expresses the changes in working capital and assesses its impact 

upon liquidity position of the undertaking. It helps in judging about good or bad management. 

With 

The help of fund flow analysis many complicated questions, some of which are given below, 

are answer 

a) Where have profits of the business gone? 

b) Why more dividends could not be paid by business instead of huge profits? 

c) How were fixed assets acquired and finance? 

With the help of this statement, the management can plan the intermediate and long term 

financing of the concern, repayment of loans, expansion of business and distribution of 

source, etc. besides this, near  future on account of shortage of funds So the management 

make  itself fully competent to face these problems for corrective steps effectively. So the fun 

statement is very useful to the management. It serves as guide for future .It helps the 

management in the crucial decisions making process the case of expansion diversification or 

conservation of more funds for profitable utilization on sound projects in the subsequent 

years. The cash flow statement also serves management in appraising the urgencies of 

operations 150 and facilities settlement of priorities in a phased manner. 

2) Use for economists:- 

Which of the point of view of economists, the cash flow statement has much importance. In 

India C.S.O as well as other governmental organizations will make analysis of cash flow 

statement in various sectors, e.g., Banking sector for in-depth analysis of the problems faced 

different industries. 

3) Use for banks and for financial institutions:- 

Bank and other financing institutions have also recognized the importance of cash flow 

statement. This statement helps to know the credit worthiness and repaying capacity of the 

concern. The banks and financial institutions ask the concern to prepare to prepare cash flow 

statements for a number of years. With its help, the banks can know about the risk involved 

in granting credit to the business concerns. In using the funds effectively? This can be known 

from the fund flow statement only. 
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4) Use for investment:-Investor and share holders many easily themselves in possession 

of the information amount managerial policies relating to payment of dividends, earnings 

capacity, and effective use. 

5) Users 

Besides, the above cash flow statement has much importance in many other ways. it helps in 

framing a suitable dividend policy. It also suggests the ways for improving the working 

capital position of the concern. it gives many other useful in formations relation to business 

affairs which are not depicted in balance sheets. Sometimes profit disclosed by profit and loss 

a/c may mislead as it is affected by many non cash charges such as depreciation, written off 

goodwill and preliminary expenses. These do not affect the cash position of the company and 

in such a cases cash flow statement can provide correct amount of generated by the business 

operations. 

                      

 

 

 

 

 

  Difference between funds flow and cash flow 

Base Funds flow statement Cash flow statement 
Concept It is based on a wider concept 

if funds i.e., working capital 
It is based on a narrower 
concept if funds i.e., cash 

accounting It is based on accrual basis of 
accounting 

It is based on cash basis of 
accounting 

Schedule of changes in 
working capital 

Required to prepared Not required to be prepared 

preparation Funds flow statement reveals 
the sources and application 
of funds the net difference 
between sources and 
application of funds 
represents net increase or 
decrease in working capital 

It is prepared by taking the 
opening balance of cash, 
adding to this all the inflows 
of cash and deducting the out 
flows of cash from the total, 
the difference represents the 
closing planning. 

usefulness It is useful for long term 
planning  

It Is more useful for short 
terminals is and cash 
planning 
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Proforma of cash flow statement: 

Particulars For the 
year  
Ended 
xxxx 

For the 
year 
Ended 
xxxx 

A. cash flow from operating activities 
Net profit  as per profit and loss account before prior 
period adjustments 
Adjustments for: 
Depreciation for the year(minor assets written off not 
included) 
Minor assets written off depreciation arrears 
Miscellaneous expenses written off 
Interest received on loans& advances granted 
Interest income on fixed deposits 
Interest on debentures 
Dividend income received 
Interest expenses 
Loss on sale of fixed assets 
Operating profit before changes in working capital 
Adjustments for: 
(increase)/decrease in inventories 
(increase)/decrease in sundry debtors 
(increase)/decrease in other current assets 
Increase/(decrease) in loans and advances 
Increase/(decrease) in liabilities 
Increase/(decrease) in provisions 
Cash generated before miscellaneous expenditure & 
prior period items 
Miscellaneous expenditure written off  
Prior period adjustment 
Miscellaneous expenditure(ERP) 
NET CASH FLOW FROM OPERATING  BEFORE 
ACTIVITIES AFTER INCOME TAX 
 
Provision for income tax 
 
NET CASH FLOW FROM OPERATING  ACTIVITIES 
AFTER INCOME TAX 
 
B. CASH FLOW FROM INVESTING ACTIVITIES 
Purchase of fixed assets 
Interest on debenture 
Interest income on fixed deposits 
Proceeds from sales of fixed assets 
 
Dividend income 
Interest income                         

Rs. 
Xxxx 
 
 
Xxxx 
 
Xxxx 
Xxxx 
Xxxx 
Xxxx 
Xxxx 
Xxxx 
Xxxx 
xxxx 
xxxx 
 
xxxx 
xxxx 
xxxx 
xxxx 
xxxx 
xxxx 
 
xxxx 
xxxx 
xxxx 
xxxx 
 
XXXX 
 
xxxx 
 
(XXXX) 
 
 
xxxx 
Xxxx 
Xxxx 
xxxx 
 
xxxx 
xxxx 

Rs. 
Xxxx 
 
 
Xxxx 
 
Xxxx 
Xxxx 
Xxxx 
Xxxx 
Xxxx 
Xxxx 
Xxxx 
Xxxx 
Xxxx 
 
Xxxx 
Xxxx 
Xxxx 
Xxxx 
Xxxx 
Xxxx 
 
Xxxx 
Xxxx 
Xxxx 
Xxxx 
 
XXXX 
 
Xxxx 
 
(XXXX) 
 
 
 
xxxx 
Xxxx 
Xxxx 
Xxxx 
 
Xxxx 
Xxxx 
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CASH FLOW FROM INVESTING ACTIVITIES 
 
 
C.CASH FLOW FROM FINANCING ACTIVITIES 
Proceeds from unsecured loans 
Interest received on loans advances granted 
Increase/(decrease) in loans and advances 
Increase/(decrease) in unsecured loans 
Interest paid  
 
NET CASH (USED IN)/FLOW FROM FINANCING  
ACTIVITIES 
 
 
NET INCREASE IN CASH AND CASH 
EQUIVALENTS DURING THE YEAR 
   
CASH AND CASH EQUIVALENTS AT THE 
BEGINNING OF THE YEAR  
 
CASH AND CASH EQUIVALANTS AT THE END 
OF THE YEAR 

 
XXXX 
 
 
 
xxxx 
xxxx 
xxxx 
xxxx 
xxxx 
 
 
XXXX 
 
 
XXXX 
 
 
XXXX 
 
 
XXXX 

 

 
Xxxx 
 
 
 
Xxxx 
Xxxx 
Xxxx 
Xxxx 
Xxxx 
 
 
Xxxx 
 
 
XXXX 
 
 
XXXX 
 
 
XXXX

 
 

 

 
 
 

 

 

 

 

 

 

 

 

35 



                                         

                                                 

                                               

                                   

 

                                  

                                   CHAPTER-V 

            DATA ANALAYSIS &INTERPRETATION 

 

 

 

 

 

 

 

                   

 

 

 

 



 DATA ANALYSIS AND INTREPRETATION 

CASH FLOW STATEMENT FOR THE YEAR OF 2014-2015 

particulars  For the end of the year 
OPERATING ACTIVITIES : 
  Net Profit Before Taxation  
 Add Back: 
 Depreciation on Fixed Assets     
Preliminary Expenses  
 Written Off  
 Interest Paid 
 
 
deduct: 

profit on sale of assets 

rent received 

dividend income 

commission income 

insurance received 

interest income 

 
operating profit before working 
capital changes 
 increase/decrease in stock 

increase/decrease in debtors 

increase/decrease in creditors 

increase/decrease in outstanding 
expenses 

cash generated from operations 
 
less income tax paid 
 
NET CASH FLOW FROM 
OPERATING ACTIVITIES -A 
 
INVESTING ACTIVITIES 
purchase of investments 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

A 

 

 
51935719 
 
67224853 
1111807 
57878920 
 
178151299 
 
 

(9119648) 

(450451) 

(212500) 

(8060597) 

(117980) 

(2754932) 

157435191 

(9332261) 

(4814547) 

26509242 

(6940861) 

 

162856764 

10348650 

152508114 

 

(22865000) 
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purchase of fixed assets 

advance to third parties 

receipt of government grant 

sales proceeds from fixed assets 

rental income 

dividend income 

interest income 

NET CASH FLOW FROM 
INVESTING ACTIVITIES-B 
 
FINANCING ACTIVITIES 
proceeds from short term loans 

proceeds from long term loans 

repayment of loans 

commission income 

insurance received 

interest paid 

dividend paid including DDT 

NET CASH FLOW FROM 
FINANCING ACTIVITIES-C 

net increase in cash &cash 
equivalents(A+B+C) 

add operating cash balance 

closing cash balance 

 

 

 

 

 

 

B 

 

 

 

 

 

C 

A+B+C 

 

 

(25593095) 

(50000000) 

3000000 

9742496 

450451 

212500 

2754932 

(82297716) 

 

0 

57448798 

(23985018) 

8060597 

117980 

(57878920) 

(36560937) 

(52797500) 

17412898 

 

23600528 

41013426 
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Interpretation: 

During the year 2014-2015 the operating profit is Rs 157435191 .the cash 
generated from operations are Rs 152508114 .because the inventory 
increases. 

The total investing activities are Rs (82297716) .it shows a negative balance. 
The purchases of fixed assets are more. 

The total financing activities are Rs (5297500) shows the negative balance 
because the borrowings from banks and others are more 
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  DATA ANALYSIS AND INTREPRETATION 

CASH FLOW STATEMENT FOR THE YEAR OF 2015-2016 

particulars  For the end of the year 
OPERATING ACTIVITIES : 
  Net Profit Before Taxation  
 Add Back: 
 Depreciation on Fixed Assets     
Preliminary Expenses  
 Written Off  
 Interest Paid 
 
 
deduct: 

profit on sale of assets 

rent received 

dividend income 

commission income 

insurance received 

interest income 

 
operating profit before working 
capital changes 
 increase/decrease in stock 

increase/decrease in debtors 

increase/decrease in creditors 

increase/decrease in outstanding 
expenses 

cash generated from operations 
 
less income tax paid 
 
NET CASH FLOW FROM 
OPERATING ACTIVITIES -A 
 
INVESTING ACTIVITIES 
purchase of investments 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

A 

 

 
59077190 
 
75560407 
1111807 
65788240 
 
201537644 
 
 

(12374657) 

(6360450) 

(212500) 

(6785836) 

0 

(2326678) 

 

173477524 

27037782 

(45003403) 

(35824748) 

9394268 

129081423 

15057009 

114024414 

 

(2450000) 
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purchase of fixed assets 

advance to third parties 

receipt of government grant 

sales proceeds from fixed assets 

rental income 

dividend income 

interest income 

NET CASH FLOW FROM 
INVESTING ACTIVITIES-B 
 
FINANCING ACTIVITIES 
proceeds from short term loans 

proceeds from long term loans 

repayment of loans 

commission income 

insurance received 

interest paid 

dividend paid including DDT 

NET CASH FLOW FROM 
FINANCING ACTIVITIES-C 

net increase in cash &cash 
equivalents(A+B+C) 

add operating cash balance 

closing cash balance 

 

 

 

 

 

 

B 

 

 

 

 

 

C 

A+B+C 

 

 

(49665806) 

(46227511) 

0 

30252635 

6360450 

212500 

2326678 

(59191054) 

 

53284038 

35997799 

(37144049) 

6785836 

0 

(65788240) 

(37499203) 

(44363820) 

10469540 

41013426 

 

51482966 
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Interpretation: 

During the year 2014-2015 of the operating profits is rs 17, 34, 77,524 .the cash generated 

from operating are Rs. 11, 40, 24,414.because the inventory increases and pay the tax are 

also increases. 

The total amounts of investing activities are Rs (59, 19, 1054).it shows the negative 

balance because the purchasing the fixed assets have increased. 

The cash flow from financing activities is Rs. (44, 36, and 3,820).it shows the negative 

balance because the organisations pay the interest. 
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 DATA ANALYSIS AND INTREPRETATION 

CASH FLOW STATEMENT FOR THE YEAR OF 2016-2017 

Particulars  For the end of the year 
OPERATING ACTIVITIES : 
  Net Profit Before Taxation  
 Add Back: 
 Depreciation on Fixed Assets     
Preliminary Expenses Written Off  
 Interest Paid 
 
 
deduct: 

profit on sale of assets 

rent received 

dividend income 

commission income 

insurance received 

interest income 

 
operating profit before working 
capital changes 
 increase/decrease in stock 

increase/decrease in debtors 

increase/decrease in creditors 

increase/decrease in outstanding 
expenses 

cash generated from operations 
 
less income tax paid 
 
NET CASH FLOW FROM 
OPERATING ACTIVITIES -A 
 
INVESTING ACTIVITIES 
purchase of investments 

purchase of fixed assets 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

A 

36 

 
95986969 
 
64258211 
1111807 
57656132 
 
219013118 

(660809) 

(273109) 

(212500) 

(790165) 

(239372) 

(2381657) 

214455507 

 

74352613 

(45020586) 

11804453 

12164516 

267756502 

20092410 

 

247664092 

0 

(41992666) 
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advance to third parties 

receipt of government grant 

sales proceeds from fixed assets 

rental income 

dividend income 

interest income 

NET CASH FLOW FROM 
INVESTING ACTIVITIES-B 
 
FINANCING ACTIVITIES 
proceeds from short term loans 

proceeds from long term loans 

repayment of loans 

commission income 

insurance received 

interest paid 

dividend paid including DDT 

NET CASH FLOW FROM 
FINANCING ACTIVITIES-C 

net increase in cash &cash 
equivalents(A+B+C) 

add operating cash balance 

closing cash balance 

 

 

 

 

 

B 

 

 

 

 

 

 

C 

A+B+C 

 

 

95000000 

0 

1190000 

273109 

212500 

2381657 

 

57064600 

4185021 

2540965 

(80622591) 

790165 

239372 

(57656132) 

(120357648) 

(250880848) 

 

53847844 

51482966 

105330810 
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Interpretation: 

During the year 2016-2017 the operating profit is Rs 24, 76, 64,092 then stock amount is 

increased inventory and tax pay also increased. 

The total amounts of investing activities are Rs 5,70, 64,600 .even though the purchases of 

fixed assets are more but it is covered with the fund raised through advance to the third party. 

The total amounts of financing activities are Rs (250880848). It shows the negative balance 

because the amount of pay for the dividend DDT. 
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DATA ANALYSIS AND INTREPRETATION 

CASH FLOW STATEMENT FOR THE YEAR OF 2017-2018 

Particulars  For the end of the year 
OPERATING ACTIVITIES : 
  Net Profit Before Taxation  
 Add Back: 
 Depreciation on Fixed Assets     
Preliminary Expenses Written Off  
 Interest Paid 
 
 
deduct: 

profit on sale of assets 

rent received 

commission income 

interest income 

operating profit before working 
capital changes 
 increase/decrease in stock 

increase/decrease in debtors 

increase/decrease in creditors 

increase/decrease in outstanding 
expenses 

cash generated from operations 
 
less income tax paid 
 
NET CASH FLOW FROM 
OPERATING ACTIVITIES -A 
 
INVESTING ACTIVITIES 
purchase of investments 

purchase of fixed assets 

advance to third parties 

receipt of government grant 

 

 

 

 

 

 

 

 

 

 

 

 

A 

 

 

 

102451036 
 
59456546 
1111807 
50142302 
 
213161691 
 

0 

(7883021) 

(623996) 

(2328012) 

202326662 

(24796434) 

6777779 

26017875 

1619071 

 

211944954 

22029881 

189915074 

 

(37448100) 

(37080689) 

930000 

0 
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sales proceeds from fixed assets 

rental income 

interest income 

NET CASH FLOW FROM 
INVESTING ACTIVITIES-B 
 
FINANCING ACTIVITIES 
proceeds from short term loans 

proceeds from long term loans 

repayment of loans 

commission income 

interest paid 

dividend paid including DDT 

NET CASH FLOW FROM 
FINANCING ACTIVITIES-C 

net increase in cash &cash 
equivalents(A+B+C) 

add operating cash balance 

 
 
 
closing cash balance 

 

 

 

B 

 

 

 

 

C 

 

A+B+C 

 

0 

7883021 

2328012 

(63387756) 

 

0 

813618 

(52522855) 

623996 

(50142302) 

(75225650) 

(176453193) 

 

(49925875) 

105330810 

 

 

55404935 
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Interpretation: 

During the year 2017-2018 the operating profit 20,23,26,662but the cash generated from 

operations are low compare to operating profit because decrease the stock value 

(2,47,96,434) and also pay the tax. 

The net cash used for investing activities are Rs (63, 38, 7756).it shows the negative balance 

because the purchase of shares 

The total amounts of financing activities are Rs (176453193) it shows the negative balance 

because of dividend paid 
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        DATA ANALYSIS AND INTREPRETATION 

CASH FLOW STATEMENT FOR THE YEAR OF 2018-2019 

Particulars  For the end of the year 
OPERATING ACTIVITIES : 
  Net Profit Before Taxation  
 Add Back: 
 Depreciation on Fixed Assets     
Preliminary Expenses Written Off  
 Interest Paid 
 
 
deduct: 

profit on sale of assets 

rent received 

dividend income 

commission income 

insurance received 

interest income 

operating profit before working 
capital changes 
 increase/decrease in stock 

increase/decrease in debtors 

increase/decrease in creditors 

increase/decrease in outstanding 
expenses 

cash generated from operations 
 
less income tax paid 
 
NET CASH FLOW FROM 
OPERATING ACTIVITIES -A 
 
 
INVESTING ACTIVITIES 

purchase of investments 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

A 

 

 
123121738 
 
65136083 
0 
44501664 

232759485 

(9995995) 

(12731776) 

0 

(266363) 

0 

(2159782) 

207605570 

24627687 

(127972195) 

(42276095) 

8690046 

70675012 

 

26584244 

 

44090768 

 

0 
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purchase of fixed assets 

advance to third parties 

receipt of government grant 

sales proceeds from fixed assets 

rental income 

dividend income 

interest income 

NET CASH FLOW FROM 
INVESTING ACTIVITIES-B 

FINANCING ACTIVITIES 

proceeds from short term loans 

proceeds from long term loans 

repayment of loans 

commission income 

interest paid 

dividend paid including DDT 

NET CASH FLOW FROM 
FINANCING ACTIVITIES-C 

net increase in cash &cash 
equivalents(A+B+C) 

add operating cash balance 

closing cash balance 

 

 

 

 

 

 

B 

 

 

 

 

 

C 

A+B+C 

 

 

(74877080) 

(4314324) 

0 

32553977 

12731776 

0 

2159782 

(31745870) 

 

65619288 

27955148 

0 

266363 

(44501664) 

(45135390) 

4203745 

 

16548644 

55404935 

 

71953578 
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Interpretation: 

During the year 2018-2019 the operating profit before working capital changes are rs 2, 076, 

05,570 then cash generated from operations 44090768 it is decreases. 

The total amount of investing activities of the kusalava international ltd. During the year is rs 

(3, 17,  45,870).it show the negative balance because of purchasing the fixed asset company 

increasing the asset value 

The total amounts of financing activities are Rs 4,20,3,745 then pay for the high amount for 

dividend paid including DDT. 
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Operating profits: 

Years Operating profits 
2014-2015 157435191 
2015-2016 173477524 
2016-2017 214455507 
2017-2018 202326662 
2018-2019 207605570 

 

 

 

 

  Interpretation: 

The above diagram the operating profits  are increasing year to year in good manner, from 

2014-2015 the increasing ratio seems to be constantly where as 2016-2017 has to be 

increased .then 2017-2018 slightly decrease then again 2018-2019 year again increasing 

however firm it shows the development of the firm. 
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INVESTING ACTIVITIES: 

YEARS INVESTING ACTIVITIES 
    2014-2015 82297716 
    2015-2016 59191054 
    2016-2017 57064600 
    2017-2018 31745870 
      2018-2019 63387756 

                                   

                                                

                                               

 Interpretation: 

The above diagram is showing the investing activities for the last 5 years .it shows how the 

company invests money in various activities; we can observe the above graph we can 

understand that from the year 2014-2015 to 2015-2016 onwards the ratio of investing money 

is decreasing   but whereas 2018-2019  it has increased to 6,33,87,756. 
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 FINANCING ACTIVITIES: 

YEARS FINANCING ACTIVITIES 
2014-2015 52797500 
2015-2016 44363820 
2016-2017 250880848 
2017-2018 176453193 
2018-2019 4203745 
 

 

Interpretation: 

The above diagram the financing activities of the company shows that how they have been 

doing the financial activities the year 2014-2015 to 2015-2016 the financial activity slow 

down .then 2015-2016 to 2016-2017 the company financial  activities are growing to growth 

but then company controlled their activities in a decreasing manner we can see how in 

diagram. 
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Cash flow statement for the year ending from 2014-2015to2018-2019 

Particulars 2014-
2015 

2015-
2016 

2016-2017 2017-2018 2018-2019 

OPOPERATIN
G ACTIVITIES: 
net profit before 
taxation  
add block: 
depreciation on fixed 
assets 
preliminary expenses 
written off 
interest paid 
 
 
deduct: 
profit on sale of 
assets 
rent received 
dividend income 
insurance received 
interest income 
commission income 
operating profit 
before working 
capital changes 
increase/decrease in 
stock 
increase/decrease in 
debtors 
increase/decrease in 
creditors 
increase/decrease in 
outstanding expenses 
cash generated from 
operations 
less income tax paid 
 
NET CASH FLOW 
FROM 
OPERATING 
ACTIVITIES -A 
 
INVESTING 
ACTIVITIES 

 
 
5193571
9 
 
 
67224853 
 
1111807 
 
57878920 
 
178151299 
 
(9119648) 
 
(450451) 
(212500) 
(117980) 
(2754932) 
(8060597) 
 
157435191 
 

(9332261) 

(4814547) 

26509242 

(6940861) 

162856764 

10348650 

152508114 

 
 
 

 
 
59077190 
 
 
 
75560407 
 
1111807 
65788240 
 
201537644 
 
 
(12374657
) 
 
(6360450) 
(212500) 
(6785836) 
0 
(2326678) 

173477524 

27037782 

(45003403
) 

(35824748
) 

9394268 

129081423 

15057009 

114024414 

 

 
 
95986969 
 
 
 
64258211 
 
1111807 
57656132 
 
219013118 
 
(660809) 
 
(273109) 
 
(212500) 
(790165) 
(239372) 
(2381657) 

214455507 

74352613 

(45020586) 

11804453 

12164516 

267756502 

20092410 

247664092 

 

 

 

 
 
102451036 
 
 
 
59456546 
1111807 
50142302 
 
 
213161691 
 

0 

(7883021) 

(623996) 

(2328012) 

202326662 
 
(24796434) 
 
6777779 
 
26017875 
 
1619071 
 
211944954 
 
22029881 

189915074 

 

 

 

 
 
123121738 
 
 
 
65136083 
0 

44501664 

232759485 

 
(9995995) 
(12731776) 
0 
(266363) 
0 
(2159782) 
 
207605570 
 
 
24627687 
 
(127972195
) 
(42276095) 
8690046 
 
 
 
70675012 
26584244 

 

44090768 

 
 



 
purchase of 
investments 
purchase of fixed 
assets 
advance to third 
parties 
receipt of 
government grant 
sales proceeds from 
fixed assets 
rental income 
dividend income 
interest income 
NET CASH FLOW 
FROM 
INVESTING 
ACTIVITIES-B 
FINANCING 
ACTIVITIES 
proceeds from short 
term loans 
proceeds from long 
term loans 
repayment of loans 
commission income 
insurance received 
interest paid 
dividend paid 
including DDT 
NET CASH FLOW 
FROM FINANCING 
ACTIVITIES-C 
net increase in cash 
&cash equivalents 
(A+B+C) 
add operating cash 
balance 
closing cash balance 

 
 
(22865000
) 
 
(25593095
) 
 
(50000000
) 
 
3000000 
 
9742496 
 
450451 
212500 
2754932 
 

(82297716
) 

 
 
0 
 
57448798 
 
(23985018
) 
8060597 
117980 
(57878920
) 
 
(36560937
) 
 
(52797500
) 

17412898 

 

23600528 

41013426 

 
 
 
(2450000) 
 
(49665806
) 
 
(46227511
) 
 
0 
 
30252635 
 
6360450 
212500 
2326678 

(59191054
) 

 
 
 
53284038 
 
35997799 
 
(37144049
) 
6785836 
0 
(65788240
) 

(37499203
) 

(44363820
) 

10469540 

 
41013426 
 
 
51482966 

0 

(41992666) 

95000000 

1190000 

273109 

212500 

2381657 

57064600 

 

 
4185021 
 
2540965 
 
(80622591) 
790165 
239372 
(57656132) 
 
(120357648
) 

(250880848
) 

53847844 

51482966 

105330810 

 
 
 

(37448100) 

(37080689) 

930000 

0 

0 

7883021 

2328012 

(63387756) 

 

0 

813618 

(52522855) 

623996 

(50142302) 

(75225650) 

(176453193
) 

 

(49925875) 

105330810 

55404935 
 
 

 
0 
(74877080) 

(4314324) 

0 

32553977 

12731776 

0 

2159782 

(31745870) 

 

65619288 

27955148 

0 

266363 

(44501664) 

(45135390) 

4203745 

16548644 

55404935 

 

71953578 
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FINDINGS 

 It is observed that the opening activities of cash flow are satisfactory 

through the study period. in the year 2014-2015to 2016-2017 the 

operating activities of cash flow has positive but 2017-2018 is the 

decreases and 2018-2019 is slightly to increases in positive manner. 

 

 It is found that investing activities of cash flow of KUSALAVA 

INTERNATIONAL LTD. Is negative study period. because of increasing 

the purchase of fixed assets. 

 

 

 It is observed that the financing activities of cash flows of  KUSALAVA 

INTERNATIONAL LTD.are fluctuated because of increased to pay the 

loans and dividends 

 

 The study reveals net profit of KUSALAVA INTERNATIONAL 

LTD.throught the study period is satisfactory during the year 2016-2017 

net profit is very high i.e. Rs 214455507 but profit increasing ratio is 

decreased. 

 

 

 The study reveals operating profits of KUSALAVA INTERNATIONAL 

LTD.throught the study period is satisfactory during 2016-2017 but its 

regular decrease. 

 



 It is observed that financing activities of KUSALAVA 

INTERNATIONAL LTD.of during the year 2016-2017 and 2017-2018 is 

very high but then decreases because of paying for the loans and interest. 

SUGGESTIONS 

 

 It is recommended by using various cost control measures the company has to reduce 

cost of production. 

 The operating efficiency should be increased and this can be done in two ways. First 

“KUSALAVA INTERNATIONAL ltd.” Has to concentrated on increasing sales and 

secondly it has to try and eliminate wastage in manufacturing the products . 

 It is suggested they have to reduce the current liabilities then only can improve their 

business. 

 It is suggested the main point the company utilized the reserves in proper way , then 

ultimately  to reduce the current liabilities. 

 It is suggested the company has to take proper measures to recollected bad debt. 

 It is recommended the net profit margin ratio is satisfactory in the company of” 

 KUSALAVA INTERNATIONAL ltd” 

 So it suggested that the company to take necessary steps for improving the net profits 

 To utilization of existing plant the company has increase the production as well as 

turnovers. 

 It is suggested the company liquidity position  is good the same pattern will be 

continuing in the future. 
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CONCLUSION 

The company has been raising the deposits from inception, it gives the other income i.e,, 

interest on deposits. Increasing the fixed assets is very important because of profits point of 

view the company has to increase the fixed assets, the company under the study of 

KUSALAVA INTERNATIONAL ltd. The cash flow basis during study period 2015-2019 

has been used effectively in purchasing of assets therefore the financial position of the 

company was in good conditions. and the company is utilizing  money from banks and 

following norms of the company to manage the all activities and result is to have fluctuated 

profits. 
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CHAPTER 1 
INTRODUCTION 

 



 
 

INTRODUCTION 

       

Financial Management 

Financial management is that managerial activity which is concerned with planning, 

controlling of the firm’s financial resources. In order to understand financial management, it 

is better to understanding the Term ‘Management.’ Management is simply put is all about 

searching the optimal use of the resources at the disposal of the firm towards the attainment 

of organizational goals. 

Definition 

          “Financial management is that business activity which is concerned with the 

acquisition and conversion of capital funds in meeting financial needs and overall objective 

of business”. 

          “Financial Management is concerned with the acquisition, financing and management 

of assets with some overall goal in mind “.Financial manager has to forecast expecting events 

in business and note their financial implications.             

                                                                                          -Van Horne and Wachowicz 

          Financial management is concerned with three activities  

 Anticipating financial needs, which means estimation of funds required for 

investment in fixed and current assets or long-term and short term assets. 

 Acquiring financial resources –once the required amount of capital is anticipated the 

next task is acquiring financial resources i.e., where and how to obtain the funds to 

finance the anticipated financial needs and 

 Allocated funds in business –means allocated of available funds among the best plans 

of asset. 

 

 



 
 

Financial Decisions 

           Financial management is concerned with the acquisition, financing and management of assets 

with some over all goals in mind. Financial management decisions are as follows 

 Financing decision 

 Investment decision 

 Dividend decision 

 Financing decision 

Financial manager is concerned with make up of the right hand side of the balance sheet. It is 

related to the financing mix or capital structure or leverage. Financial manager has to 

determine the proportion of debt and equity in capital structure. It should be on optimum 

finance mix, which maximizes shareholders’ wealth. A proper balance will have to be struck 

between risk and return. Debt involves fixed cost (interest), which may help in increasing the 

return on equity but also increases risk. Rising of funds by issue of equity shares is one 

permanent source, but the shareholders will expect higher rates of earnings.   

 Investment decision 

It is more important than the other two decisions. It begins with a determination of the total amount 

of assets needed to be held by the firm. In other words, investment decision relates to the selection 

of assets, on which a firm will invest funds. The required assets fall into two groups: 

 Long-term assets 

 Short-term  

 Dividend decision 

Dividend is a part of profits, which are available for distribution to equity shareholders. 

Payment of dividend should be analyzed in relation to the financial decision of a firm. 

There are two options available in dealing with net profits of a firm, viz., distribution of 

profits as dividends to the ordinary shareholders’ where there is no need of retention of 

earnings or they can be retained in the firm itself if they are required for financing of any 

business activity. But distribution of dividends or retaining should be determined in terms 

of its impact on the shareholders’ wealth.     



 
 

 Importance of Financial Management 

         Financial manager requires the existence of some objective or goal without which judgment as 

to whether or not a financial decisions is efficient must be made in the light of some standard. In 

other words, the goals provide a framework for optimum financial decision –making. 

        Therefore, there are two widely accepted goals, 

1. Profit  Maximization : 

Profit is a primary motivating force for any economic activity. Firm is essentially being an 

economic organization, It has to maximize the interest of its stakeholders. To this the firm has to earn 

profit from its operation. The overall objective of business enterprise is to earn at least satisfactory 

returns on the funds invested, consistent with maintaining a sound financial position. 

2. Wealth maximization: 

Finance theory rests on the proportion that the goal of a firm should be to maximize 

shareholders wealth. It is operationally feasible since it satisfies all the three requirements of a 

suitable operational objective of financial courses of action, namely exactness, quality of benefits 

and the time value of money. It provides an unambiguous measure of what financial management 

should seek to maximize in making investment and financing decisions on behalf of the owners. 

Concept of Funds 

 The term funds as cash they concern themselves only with movements in the cash 

accounts. The statements showing the changes in cash balance is termed as cash flow 

statement. This is very narrow definition. Though a record of cash inflows and cash outflows 

is valuable in its own way, it would however fall to throw light on many important changes 

involving the disposition of resources. At the other hand there are those who view funds in 

broader sense as all assets to which the firms resources stand committed and all liabilities 

from where these resources are obtained. Net working capital denotes excess of current assets 

over current liabilities. The term “working capital” is considered the most appropriate 

expression since the wealth of the enterprise continuously revolving throughout the various 

current assets is supplemented by current liabilities. 

 

Funds may be defined in different ways, depending upon the purpose of the analysis. 

Funds are described as below 



 
 

 Funds mean cash. 

 Funds mean net working capital. 

 Funds mean all financial resources. 

 

Concept of Flow   

The term “flow” refers to change or transfer and therefore the flow of funds means 

transfer of economic values from one asset to another form, one liability to another form, one 

asset to a liability of vice versa, or a combination of these. But as per the working capital 

concept of funds, it means changes in working capital any increase or decrease in working 

capital. The change in funds occurs when changes occurring in non-current assets and in non- 

current assets and current liabilities. If any transaction results in increase of funds, it will be 

considered as a ”source of funds”, for example, issue of shares for cash will be taken as a 

“source of funds”, as it will increase the cash (working capital). Similarly, a transaction, if it 

results in decrease of funds, will be treated as and application of funds, as it will be reduce 

the cash. Transactions that do not affect the working capital items would be treated as non-

fund transactions and be excluded from funds flow analysis. For example, purchase of 

machinery by issuing shares is a non-fund transaction. 

Concept of Funds Flow Statement 

 Funds flow statement is a summary from that indicates changes in items of financial 

position between two different balance sheet dates showing clearly the different sources and 

applications of funds. 

 

 

  

Meaning of Flow of Funds 

       The term ‘Flow’ means change. Thus flow of funds means change in Funds or change 

in working capital of otherwise increase or decrease in working capital is referred to as Flow 

of Funds. 

 

 

 



 
 

 NEED FOR THE STUDY: 

          Analysis of financial statement is the process of critically examining of the data of the 

financial accounts. The main function of this analysis is to find the strengths and weakness of 

the business by using different tools. Financial analysis severs the interests of the share 

holders, debentures, long& short term investors, bankers, creditors, politicians, journalists, 

economists and researchers by classifying, re-arranging and regrouping the financial 

statements. Thus it helps the interested parties reach on significant conclusion. 

         Funds flow Statement means a statement which depicts the changes of financial 

position (working capital) during two periods. Thus this statement shows the sources from 

which the funds have been collected and those uses on which these are applied during an 

account period. 

         Funds Flow analysis has become very popular technique to analyze the financial 

statement. Funds flow statement does not reveal the financial position of the business like the 

financial statement but it reveals the changes in the working capital in two periods. Working 

capital is the life blood of the business. The statements also gives the information regarding 

to the sources and application of the fund(working capital).In order to know the firms 

working capital position, sources, applications of funds it is likely to study funds flow 

statement analysis. 

                      

 

 

 

 

 

 

 

 

 

 

 



 
 

SCOPE OF THE STUDY: 

 The statement of changes in financial position (SCFP) is a statement of flow that it 

measures the changes that have taken place in the financial position of the firms between two 

balance sheets. It summarizes the sources from which funds have been obtained and used to 

which they have been applied as a statement of sources and uses of funds, drawing on the 

information contained   in the basic financial statement. It shows the sources of funds and 

application of funds during the period. The changes in financial position should be related to 

several different concepts of funds. The two most common stages of the term funds are cash 

and working capital viewing in sense, the SCFP would explain the changes in cash or 

working capital. Accordingly we have two statements that is statement of changes in cash 

(popularly called funds flow statement). 

 

          The statement of changes in the financial position is well realized by share holders, 

management, creditors and others. The publicities of the statement of changes in financial 

position as a part of financial statements has been made obligatory by the principles of board 

in the U.S.A.  it states ‘information’s concerning the financial and investing activities of 

business enterprise and the changes in its financial position for a period is essential for 

financial decisions. When financial statement supporting to present both financial position 

(balance sheet and result). The study is intended to cover a period of 5years i.e., 2014-18 

 

 

 

 

 

 

 

 

 

 



 
 

 

OBJECTIVES OF THE STUDY: 

1. To study the financial policy followed by Company.  

2. To examine the changes in working capital between two time periods. 

3. To identify the sources of funds and application of funds of the company. 

4. To examine information regarding financing & investment activities of company.  

5. To assess the financial performance of the company during the study. 

6. To find out the constraints and offer suggestions for the good operational and 
financial position of the company. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 
 

 

METHODOLOGY OF THE STUDY: 

      

The total data required for the study has been collected by using primary and secondary data 

and the collection was made under the following manner 

. 

 

 

 

 

 

 Primary data 

  

     Most of the information is collected from the internal sources, interviews and discussions 

with various officials in the finance department and concerned executive of various 

departments. 

 

 Secondary data 

  

     The secondary data is collected from the financial statement and its information 

Brochure’s of the organization. Also data is collected from various books, published and 

unpublished annual reports, Journals and Magazines. 

 

 

 

 

  

Collection of Data 

Primary Data Secondary Data 



 
 

 

LIMITATIONS OF THE STUDY: 

1. The study is carried for a period of 6 weeks  

2.  The analysis depends upon the quantitative data provide by the K.C.P. SUGAR 

AND INDUSTRIES CORPORATION LIMITED, VUYYURU.  

3. The performance of the company is assessed based on funds flow statement analysis. 

4. Funds Flow Statement is prepared on the basis of current assets and current liabilities 

it does not include non-current accounts. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 
 

 

 

 

 

 

 

 

CHAPTER 2 
INDUSTRY PROFILE 

 

 

 

 

 

 

 

 

 

 

 

 



 
 

 

INDUSTRY PROFILE 
 

IINNTTRROODDUUCCTTIIOONN  

India has been the original home of sugar and sugarcane.  The Indian sugar industry is 

the second largest agro- processing industry in the country, contributing Rs 23 billion to the 

central exchequer. India is the second largest producer of sugar in the world.  In 2007-08, the 

country produced a record of 3481.88 lakh tons of sugar and in 2008-09 the production is 

expected to be around 2850.29 lakh tons of sugar.  Besides being the second largest producer, 

it has also the second largest area under sugarcane cultivation.  In 2008-09, 4415 thousand of 

hectares of land were cultivated under sugarcane with an average yield of 64.60 tones per 

hectare.  The Indian sugar industry is the most cost-effective, despite small land holdings and 

productivity.  India is also the fourth efficient processor of sugar despite low capacity of its 

sugar plants as compared to very large sized plants in other parts of the world.  In India, the 

major sugarcane producing states are Maharashtra, Uttar Pradesh, Andhra Pradesh, Gujarat, 

Tamil Nadu and Karnataka.  These states are contributing 85-90% of the total production.  

The sugar factories and the unorganized sectors consisting of the manufacturers of traditional 

sweeteners like gur and khandsari. 

 

Out of the 488 sugar mills in the country, about 219 are operating in the cooperative 

sector, 269 are in private sector and public sector.  The cooperative sector accounts for about 

43% of the total production in the sugar industry.  The sugar cooperatives are politically 

powerful, especially in Maharashtra where most of the sugar factories are owned by 

politicians.  There are more than 50 million farmers engaged in sugarcane cultivation whereas 

more than 2.5 million skilled and semi-skilled workers are employed by the industry. 

 

Sugarcane is a tropical crop grown in a frost-free and warm climate (with high 

temperature for at least 8 months).  The crop grows for 8-24 month, depending on the 

climate.  In general, tropical varieties are adapted to an 18-36 months growing period, while 

sub-tropical varieties are adapted to a 9-12 month period.  It grows best on medium heavy 

soils, but can also be raised on lighter soils and heavy clays, provided there is adequate 

irrigation available in the former type of soils and heavy clays, provided there is adequate 



 
 

irrigation available in the former type of soils and drainage is good in the latter type of soils.  

The crop grows best in the tropical regions receiving a rainfall of 750-1200 mm. 
 

In India around 90% of the sugarcane cultivation is under irrigated land.  The irrigated 

area under sugarcane under sugarcane cultivation accounts for around 5% of the total 

irrigated area.  Sugarcane is a very water-intensive crop.  It is second to paddy in water 

requirements. India has ideal conditions for growing sugarcane at a low cost, such as tropical 

climate, easy availability of low-cost labor, and low-cost of irrigation facilities.  More than 

one crop is harvested from a planting and after the fir4st crop is removed, two or more so 

called stubble crops (rations) are obtained. 
 

Planting season normally starts from January to April and harvesting starts from the 

following October. Crushing starts in October, peaks in January and continues till May.  

Crushing is not done during the monsoon as sugar recovery will be very les.  Sugar recovery 

will be less.  Sugar production in the hampered by low sugar recovery of 10-11% compared 

to 12-13% in Brazil and other major global sugar exporting countries. 
   

In India, sugar production follows a 5-7 year cycle.  Production increases over a 3-

4year period, reaches a high, which in turn, results in lower sugar prices.  As a result of lower 

sugar price realizations of sugar mills, the sugarcane arrears to farmers increase.  This results 

in lower sugarcane production for the next 2-3 years.  Because of lower sugar production, the 

prices shoot up resulting in increased areas under sugarcane cultivation during the next 

season, following which there will be a glut again, 

  

According to the Sugar Control Order, the Government of India fixes a Statutory 

Minimum Price (SMP) for sugarcane every year.  This SMP is fixed by the Commission for 

Agricultural Cost and Prices (CACP) in consultation with the state governments.  For the 

year 2008-09, the SMP for sugarcane was fixed at Rs. 811.80 per MT with a basic recovery 

of 9.00%. In order to boost sugarcane production, some state governments fix a higher price 

than the SMP, called the State Advisory Price (SAP).                                                                                                             

The raw material cost, that is the price paid to the farmers for the cane, is the major 

cost for the mils in sugar production. This cost is more or less fixes in the form of SMP or 

SAP.  When the selling price of sugar falls due to glut in the market, the mills incur heavy 

losses and find it difficult to pay for the cane, resulting in many mills falling sick.  In 

Maharashtra alone, where most of the mills are under the cooperative sector, some 100 mills 



 
 

became sick and were saved from closure by the timely intervention of the Centre which 

offered a package for the revival of such mills through NABARD.  All but six mills had been 

revived and were in operation during the current crushing season.  Cane price realization is a 

vexatious issue that will take years to resolve.  It is obvious that sections of the sugar sector 

perceive a threat that is why this has been added as one of the conditions for sugar sector 

decontrol.  

  

One of the weaknesses of the Indian sugar industry is that despite being an essential 

commodity, it accounts for only 1% of the GDP. Since sugar is a sensitive commodity, its 

distribution is being controlled by the government.  Mills are required to reserve 20% of their 

production as levy quota for distribution under the public distribution system (PDS).  The 

remaining 80% is for free market sales through a monthly release mechanism announced by 

the government.  The mills are to strictly follow the release orders every month and are not 

allowed to sell more or less.  This is to avoid hoarding and profiteering on a commodity, 

which is essential for the common man. 

According to Shanti Lal Jain, director-general, Indian Sugar mills Association, “With 

India’s emergence, the whole sugar exporting community feels threatened.”  Out of the 

projected 4.2mt, about 3.6mt had been exported already, Jain said, adding India’s efforts to 

tap the raw sugar export markets had helped raise exports. 

  

“The secret of our success is that we are giving the best quality of raw sugar and 

making the best out of our strategic location, which gives us freight advantage,” he said.  

India, the world’s second biggest sugar producer, entered the raw sugar export market in 

2007 by selling to Dubai’s Al Khaleej, the world’s largest refinery, which has now switched 

to India from Brazil. 

 

 

 

Export incentives evoked sharp criticism from Brazil, Thailand and Australia, top 

sugar exporters in the world, which accused India of becoming the international rogue of the 

sugar trade.  “Our rising exporters are looked at negatively.  What we got was WTO-

consistent subsidy and we are very transparent about it,” Jain said.  However, with the 

exports reaching a record level, the Centre is unlikely to extend the incentives beyond 

August, when the scheme would expire. 



 
 

  

The government may decontrol the sugar industry from the next crushing season 

beginning October 1.  The Tuteja committee had recommended total decontrol of the sugar 

industry from October 2005.  But the government felt that sugar prices would come under 

tremendous pressure once the control goes.  Besides, there was a sharp fall in domestic sugar 

production in 2003-04 and 2004-05 when the output reached a recent low of less than 140 

lakh tones from 201 lakhs tones in 2002-03. Even the sugar industry was divided, with the 

cooperative sector not very keen on decontrol.  But the private sector wants the monthly 

release mechanism and the frequent export controls to go so that they could benefit whenever 

the domestic and international prices rise.  However, it is feared that once the release 

mechanism goes the mills will unload their stocks erratically, creating a glut in the market 

resulting in crash in prices.  It can also lead to hoarding by traders and holding back the 

stocks by the mills, creating an artificial shortage and rise in price.  However, the government 

is very cautious about decontrol as it may affect the interest of the consumers.   

  

The ethanol policy announced by the government has come as a bonanza for the sugar 

industry which is facing a problem of plenty.  Public sector oil companies are required to mix 

5% of ethanol with petrol from October last year and 10% from October 2008.  Ethanol is 

produced from molasses, a by-product of sugar production.   

 

The Maharashtra sugar industry, which is mainly in the cooperative sector, has been 

looking at ethanol as a major revenue source with long-term potential.  

 

 While blending, or doping, of petrol with ethanol is a globally accepted practice, it is 

still to take off in the country.  Even the 5% doping of petrol with ethanol has both been 

successful and it is doubtful whether the sugar mills will be able to met the deadline to hike 

this to 10% from October this year. 

 The prices of ethanol at 21.50 per liter fixed by the government remains a major area 

of disagreement.  The mills would like ethanol to be period on par with crude, which is at Rs 

32 per liter, much lower than the price of a liter of petrol.  Some mills also utilize begasse, 

another by-product in sugar production, for co-generation of power.  In Maharashtra about 

200mw of power is produced the sugar factories, which is mainly consumed by the mills 

themselves.  The plan is to produce at least 1000 mw of power by the sugar factories and the 

surplus from them will be connected to the state power grid. 



 
 

  

SSUUGGAARR  IINNDDUUSSTTRRYY  IINN  AANNDDHHRRAA  PPRRAADDEESSHH  

  Sugarcane is one of the important commercial crops in Andhra Pradesh, greatly 

contributing to the tropical zone considering highly suitable for the production of sugarcane. 

The average rainfall in the state from June to September in a year is 602 mm. Sugarcane is an 

irrigated crop throughout the state frequency of irrigation varying widely with facilities 

available.    

Sugarcane cultivation in the state was known for the centuries in the coastal belt. The 

rank of Andhra Pradesh in sugarcane average and production is finished between 5th and 7th 

and between 4th and 5th respectively, as a national level                       

 

 In the past, while sugar was obtained by refining polymer jugglery by the Gur 

refining at Samarlakota. Direct manufacturing of sugar started in the year 1934 at Bobbili 

followed by factories at Thummapalem and Etikoppaka in 1935, Vuyyuru in1936 and 

Bodhan in 1938. In 2008-09 total no. of sugar factories in Andhra Pradesh is 35. These have 

been established in various sectors viz, co-operative, public and private sector. There are 

about 120 licensed Khandasari units in the state and these units crush about 130days. Out of 

the total production of sugar 20% is levy sugar and the remaining 80% is for free sale by the 

sugar factories. Different varieties sugarcane seed are introduced for higher yield and 

recovery of sugar, year after year. 

 

The mills at Bodhan in Nizamabad district is the biggest in Asia. Average sugarcane 

yield per acre in Andhra Pradesh is 25 tones for the year 2008-09. Cane crushed of all mills 

in Andhra Pradesh for the year 2008-09 is 59.93 lakh tones. Private Mills could utilize 70% 

percent of the crushing capacity. Where as the other mills could just manage. 

Table 2.1 represents the sugar Industries in AP 

 

S.no. Name of the Sugar Factory 



 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

I 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

II 

12 

13 

14 

Co operative sector 

Ankapalle 

Chittoor 

Kovvur 

Nizamabad 

Kadapa 

Sri Venkateswara 

Sri Vijayarama 

NVR, Jampani 

Chodavaram 

Ettikoppaka 

Thandava 

Joint Venture 

NDS – Shakkarnagar 

NDS – Medak 

NDS – Metpally 



 
 

Table 2.2 shows Private Sector Sugar Industries in AP 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

III Private Sector 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

31 

32 

33 

34 

35 

36 

37 

38 

39 

Andhra Sugars-Tanuku 

Andhra Sugars-Taduvai 

Andhra Sugars - B'dole 

Delta Sugars 

Empee Sugars 

Ganapati Sugars 

Gayatri Sugars Ltd 

GMR Industries 

GSR Sugars 

Jeypore Sugars 

Kakatiya Cement Sugar 

KBD Sugars 

KCP, L'puram 

KCP, Vuyyuru 

Madhucon Sugars 

Navabharat Ventures 

NCS Sugars 

Prudential Sugars 

Rayalaseema 

Sagar Sugars 

Sarita Sugars Ltd. 

Sri Sarvaraya Sugars 

Sudalagunta Sugars 

Trident Sugars 



 
 

SWOT Analysis of the Sugar Industry 

 

Strengths 

 Indian sugar industry is the second largest producer of sugar in the world after 

Brazil. The sector has a potential to make the country to be self reliant in this 

highly sensitive essential    commodity of mass consumption. 

 The sugar industry paid well over Rs. 122.69 billion to the sugarcane growers in 

the                   financial year 2006. 

 Annual tax contribution to exchequer Rs. 17 billion annually. 

 Provides direct employment including ancillary activities to near about 0.5 million 

workers 

 It also supports the down stream industries by providing the raw material. 

 Sugarcane farming is more profitable then any other cash crop in India. 

 This sector have been the focal point of socioeconomic development of the rural 

India 

 Strong government policies as it come under essential commodity of mass 

consumption. 

 

Weaknesses 

 Capacity leads to the decrease in production and losses. 

 Lack of Most of the Co-operative sugar industries in India e. g. in Maharashtra find 

difficult to pay for the sugar cane supplied by the farmers. 

 Most of the sugar factories are more then 30 years old and still using the old 

technology low installed production professionalism 

 

Opportunities 

 High value of by-products for down stream industries. 

 Huge potential to increase the productivity of cane and sugar recovery rate. 



 
 

 Technology up gradation, new advanced technology available for the byproduct 

utilization. 

Threats 

 Sugar sector is vulnerable to political interest. 

 Ground water availability for irrigation. 

 Quality of soil deteriorates due to overuse of fertilizer and pesticides to increase 

sugarcane yield. 

 

The union government announces every year a uniform sugarcane price (Statutory 

minimum price), on the basis of the recommendations of the commission agriculture cost and 

price (CACP). The government announced the SMP which is linked to the sugar recovery of 

9.00% fixed as a minimum level to be achieved by the sugar units. The actual price paid to 

sugarcane farmers is then fixed on the basis of the State Advised Price (SAP) announced by 

the state government which are usually higher then the SMP. The SMP and the SAP guide 

the sugarcane prices in the market. 

 

Under the dual pricing system levy sugar and free sale sugar priced differently. The 

levy price which is defined by the essential commodities act is equal to or lowers than the 

cost of production. The cost of production determine by the bureau of the industrial costs and 

prices. Levy prices are fixed by the government of India on the advice of the BICP.  

 

At present, the quota is fixed at a ratio of 20:80 for levy and free sugar which means 

that 20% of the production will be procured from the sugar factories at a fixed levy prices and 

factories will be free to sell 80% at the market price and to compensate the loss that they have 

incurred on the levy quota. However, the central government indirectly controls the free sale 

sugar prices through sugar releases each month.  

The price of sugar in the market as always been a sensitive political issue. Whenever 

sugar is in short supply, the government of India imposed conditions on sugar units to protect 

the interests of the common man. Profitability in the sugar industry is dependent on the 

sugarcane price paid by companies and sugar prices and the state imposed dual pricing 

system.  

 



 
 

             The government’s sugar policy was announced in November 1991, retained. The 

minimum economic capacity 2500tones of cane crushed per day for issuing of fresh licenses. 

The government has no proposal for new units from the co-operative and public sector. The 

government has permitted existing mills to raise their capacity. 

 

Export of Sugar 

India’s first started exporting of sugar from the year 1957. Since 1990-91 the 

quantitative that were exported steadily raise. When ever food there has been higher sugar 

production, efforts were made by the industry to more export quota sanction from the 

international sugar organization. 

          

The government policy is to encourage exports from agro-based industries and the 

time has come to fix a minimum export quota for sugar every year, so that permanent buyer-

seller relations could be established and also better prices released. Industry sources feel that, 

at least a minimum Quota of 1 million tones for the export of the sugar could be released in 

the beginning of every season, so that export commitment would be entered into an 

appropriate time. 

 

According to food industry sources, at a present the two major buyers in the 

international market are Pakistan which needs 3 lakh tones, and Bangladesh which needs 1 

lakh tones. As India now cannot fulfill its contacts Thailand and Brazil will grab the 

opportunity. As the industry made contracts based on the government’s decisions, India has 

become a logging stock among the international community because of its apathetic attitude 

towards exports. 

 

In 1995 export of 4.34 lakh tones of sugar i.e. value Rs. 597.34 crores. Now in 2008-09 

export sugar quantity is 33.32 lakh tones i.e. value of Rs. 4448.74 crores 

 

 

 

 

 



 
 

PROBLEMS OF SUGAR INDUSTRY 

     

 In spite of showing phenomenal increase in production, the Indian Sugar Industry has 

been facing serious problems which need immediate attention. The important problems are: 

1. Shortage of raw material 

2. Problems of modernization. 

3. Tax burdens. 

4. Excessive levy control. 

5. Improper utilization of by-production. 

6. Harvesting. 

 

Other Problems 

a. Competition from Gur and Khandajari Industries. 

b. Inadequate Finance. 

c. Shortage of fuel and frequent power cuts. 

d. Lack of proper Transportation facilities. 

e. Uneconomic size of Sugar Production units. 

f. Over production. 

 

In India there are about 488 Sugar factories of which / AP has 35 Sugar Factories, 

Bihar -9 Chhattisgarh 1,Goa -1, Gujarat -36, Haryana -15, Karnataka -50, Madhya Pradesh -

147,  Orissa -5, Puducherry 1,Punjab -16, Rajasthan -1, Tamilnadu-37, Uttar Pradesh -132, 

Uttarakhand- 10, West Bengal - 1.  
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COMPANY PROFILE 

 

Late Shri. Adusumilli Gopalakrishnaiah, who hailed from Gudivada, was pioneer in 

setting up the Cooperative sugar factory of 600 TCD in 1936 in Vuyyuru under cooperative 

sector. 

 

            Late Shri. Velagapudi Rama Krishna .,ICS, a top bureaucrat and civil servant had 

conceived the idea of promoting agro based industries, when he was director of industries, 

Madras state. By virtue of his position as director of industries, he had exposure to the 

industrial sector which prompted him to takeover the sugar industry in 1941 at Vuyyuru 

which was not doing well. The sugar factory was of 600 TCD and it was christened as The K 

C P Ltd. He was source of inspiration to may entrepreneurs to setup sugar industries in 

Andhra Pradesh. Some of them are Andhra Sugars, Sarwaraya Sugars and Deccan Sugars. 

The K C P Ltd never looked back from the year 1941 and gradually by stages it had expanded 

to 7500 TCD which is the present capacity. The K C P Ltd.,  consequent to diversified 

operations had, over the years become a conglomerate with multi locational and multi 

product units, each the size of an independent company. The company has also envisaged 

plans to setup different projects which required focused attention and substantial resources.  

Therefore it had been decided to reorganize the company The K C P Ltd., into two 

companies. With this objective a new company, under the name and style of K.C.P. Sugar 

and Industries Corporation Ltd., has been incorporated in the year 1996 with the following 

units     

1. Sugar Units at Vuyyuru and Lakshmipuram, 

2. Co-Gen unit at Vuyyuru and Lakshmipuram. 

3. R&D, Distillery, Co2, Bio fertilizers and Calcium lactate plant at Vuyyuru. 

4. Workshop Unit at Tada.  

 

Late Shri. V.M. Rao a visionary had taken over the reins of K.C.P. Sugar and 

Industries Corporation Ltd., as the first Chairman and Managing Director.  

     

 

 



 
 

He was instrumental in revamping the company with his foresight by introducing 

technological innovations and right sizing the man power for increasing the production and 

productivity in the organization. He took several bold steps to start allied products like Bio-

Products, Acetic Acid and several other projects viz. Co-Gen, Calcium Lactate, Bio-

Fertilizers, Ethanol and Mycorrhiza. 

 

The legacy of late Shri.V.Ramakrishna and Late Shri.V.M. Rao is being arduously 

continued by Smt. Irm Guard Velapudi V.M. Rao Managing Director and Smt. Kiran Rao. 

Executive Director. Smt. Kiran Rao is an ardent lover of nature and animal lover who 

propagates the compassion and care with which one has to take care and preserve the ecology 

which is passed on as a gift to the future generations. She is successful woman entrepreneur 

having started her own business enterprises before taking over stewardship of the company as 

executive director. Shri. Vinod Sethi Chairman is with his vast experience is making 

endeavor to take K.C.P. Sugars into multi dimensional conglomerate   with the objective 

“Growth with a purpose”.     

 

 K.C.P. Sugar and Industries Corporation Ltd., is all through with their continued 

unrelenting efforts of all the three stewards to excel the predominant and eminent position 

enjoyed over years among share holders and business associates.   

 

Mission 

 

 Strive to achieve excellence in manufacturing sugar through our dedicated, loyal and 

committed workforce to enhance customer satisfaction. 

 Strive for continual improvement at all levels by enhancing our skills, knowledge and 

enthusiasm to meet the needs of the changing world 

 Strive to achieve maximum value addition through the most effective use of 

resources.  

 



 
 

Vision 

 To be in the First place among all sugar factories in the state in all aspects. 

 Empower employees for shouldering higher responsibilities resulting in job 

enrichment and job satisfaction.  

 Aim to grow in business and to make the senior managers of today to head plant 

operations at a future date by grooming and motivating them. 

 All employees to aim for deriving maximum benefits from all operations. 

 

Corporate objective 

 To become the preferred employer of personnel by offering highest quality of work 

life in the industry 

 To be the most outstanding supplier in the industry by meeting customer expectations 

 To be first among locations in the company in ‘earnings per employee’ ratio in the 

industry during the present decade. 

 To achieve at least 10% growth every year in turn over, profits and value addition. 

 Implement measures to ensure minimum losses, maximum quality and parameters be 

achieved. 

 

Quality Policy 

 We all of us at K.C.P S & IC ltd., shall consistently endeavor to give utmost 

satisfaction to our customers in all spheres of our business activities by achieving the highest 

standard quality. 

 We are committed to make continuous efforts to upgrade our manufacturing 

techniques, continually improve effectiveness of our quality management system and 

enhance performance of employees by providing need based training and motivating them to 

work as a team. 

  

 

 

 



 
 

Future Plans of KCPS&IC ltd 

 To identify new technologies whenever it is possible and makes use of the same for 

improved results. 

 In view of the cute shortage of agricultural labor the following measures are explored 

to partially mechanize the cane cultivation. 

 Induce farmers to use power tiller drawn planters and mini tractor drawn implements. 

 Identifying and developing suitable sugarcane harvester calydaying the soil conditions 

and land holdings of our command arise. 

 In-depth study is in progress in distillery division to adopt new technologies for 

improving the yield and reduce the discharge of spent wash. 

 Identifying value-added products from the by-products and to promote renewable 

energy from industrial waste. 

 

AWARDS K.C.P.S & I C ltd 

2010-11- Awards – of K.C.P.S & I ltd 

 During the year under review, your company had received awards in respect of 

outstanding performance in industrial safety for following. 

 Winner of lowest frequency rate of accidents in industry under scheme I. 

 Winner of lowest Accident – free period under scheme II. 

 Winner of lowest frequency rate of accidents in industry – Distillery under 

scheme VII. 

 Winner of lowest Accident – free period – Distillery under scheme VIII. 

2011-12 Awards of K.C.P.S & I ltd 

During the year under review your company had received awards for the following: 

 Performance awarded 1st prize among all the sugar plants Industry by National 

council of Energy conservation for outstanding performance in implementation of 

energy conservation measures for the year 2007. 

 Outstanding performance in industry safety for the year 2006. 

 Winner under scheme 1 – National safety awards – for lowest average frequency 

rate in Industry (sugar factory) for the year 2006. 



 
 

 Runner award scheme II – National safety awards – for lowest average frequency 

rate in industry. 

 2007 runner award under scheme III – National safety awards – for lowest 

average frequency rate in industry. 

 2007 runner under scheme IV – National safety awards – for longest accident free 

year. 

 Winner under scheme VII – National safety awards – for lowest average 

frequency rate in industry (Distillery). 

 Winner under scheme VIII - National safety Awards for lowest accident free 

period (Distillery). 

 

Programme of Expansion             

 K.C.P S & IC ltd had taken up steps for technology up graduation for improvement 

of productivity and equality of sugar factory at Vuyyuru. By 1932-41, the cane area was 1880 

acres with a production of 39.25 tones of cane. The higher realization per acre from sugar 

cane crop greatly motivated the extension in 1951 from 800 TCD to 1,200 TCD, utilized 

almost the entire quantity of sugarcane and this was further raised to 2,500 TCD in 1956, all 

within a span of six years. The sugarcane area increased to over 11,000 acres and the factory 

utilized 3.23lakh tones of cane in 1956-57. The cultivators readily increased the area under 

sugarcane crop with every successive expansion, since per acre income is better than 

alternative crop. 

 

In 1969-70, the sugar factory went through another substantial expansion of 3,750 

tones of cane crushing capacity per day to utilize 4.98 lakhs tones of cane per season from 

then on by various improvements of the plant and machinery, the factory has been rapidly 

increasing its annual capacity.                  

 

 

 

 

 

 



 
 

Table 3.1 represents the KCP sugar capacity 

 

 

SOURCE: Annual reports of the K.C.P Sugar and Industries Corporation Ltd. 

 

YEAR 

Licensed/Installed 

Crushing capacity per day 

1969 800 TCD 

1977 1200 TCD 

2008 2500 TCD 

2009 3750 TCD 

2010 6000 TCD 

2011 
6000 TCD 

2012 7500 TCD 

2013 
7500 TCD 

2014 
7500 TCD 

2015 
7500 TCD 



 
 

Operations of the K.C.P S & IC ltd 

              

Table 3.2 represents the Operations of the K.C.P S & IC ltd. 

Season Cane crushed in MTS Sugar Bagged in QTLS Recovery % 

2007-2008 6,09,355 6,31,820 10.38 

2008-2009 6,88,821 7,22,284 10.48 

2009-2010 9,74,932 9,81,030 10.07 

2010-2011 10,14,597 10,60,812 10.47 

2011-2012 9,97,945 11,44,442 11.46 

2012-2013 10,72,145 11,97,470 11.15 

2013-2014 12,21,209 13,19,880 10.83 

2014-2015 8,46,674 9,19,000 10.85 

2015-2016 5,38,686 5,64,150 10.47 

2016-2017 4,89,522 4,64,110 9.50 

2017-2018 4,09,522 4,34,110 9.51 
 

Source: Annual Reports, K.C.P Sugar & Industries Corporation ltd., 

        

This table reveals that there are fluctuations in the sugarcane crushing from year to 

year. The major reason is that since, it is an agricultural product the climatic conditions 

drastically affect the yield. 

       The recovery percentage of sugar is stable during this period. The production trend of 

sugar is extremely irregular. Thus the performance in terms of area, cane crushed in recovery 

percentage has shown a steady improvement. 

 

 

 

 

Transportation of Sugarcane 

 Previously, the sugarcane used to the transported mainly by carts. But, now due to a 

large area of nearly 60miles radius, most of the cane is being transported by Lorries and 

tractors. The communication channels are mainly between Vijayawada and Machilipatnam. 



 
 

This factory installed crushes capacity is 7500 TCD. Total land under sugarcane cultivation is 

34,000 areas and this divided into 7 zones. 

 The factory used 0.34 lakhs tones of cane in the year 1941, 2.12 lakhs tones in 1952 

and afterwards it increased to 10 lakhs tones per annum. Sugarcane is supplied from nearly 

171 villages with radius of 50 Kms, of the factory that almost of the total percent of 

sugarcane supplied to the factory comes from 74 Villages which are situated between 11 to 

20 Kms. This indicates that the factory has dependable source of supply at the relatively close 

range.      The following table shows zone wise no. of villages and acres.  

 

Table 3.3 represents the zone wise no. of villages &acres 

       

 

 

 

 

 

 

 

 

 

Source: Agriculture dept. KCP Sugar and Industries Corp. Ltd., Vuyyuru. 

Research and Development 

 To maintain the quality and competitiveness in technology and in-house Research 

and development was started by K.C.P Sugars and Industries Corporation Limited early in 

1970. This is manned by qualified and experience engineers and technologists. Recently a 

few projects like ‘Crop-Weather Relationship in Cane’. “Application of computer technology 

in the development and procurement procedures in the cane cultivation” has been taken up 

under Research and Development project. 

Zone No. of villages No. of acres 

1 29 2748.45 

2 31 4113.50 

3 27 3081.64 

4 11 3762.30 

5 19 5635.23 

6 14 2713.53 

7 39 3210.61 

Total 170 25265.26 



 
 

 

 Financial profile 

The achievements of the company can be judged from its financial performance. The 

company with an equity share capital of Rs. 7 lakhs in 1943.  Now its share capital is Rs, 

1133.85 lakhs and Reserves and Surplus is Rs.14546.49 lakhs. The profit of the company to 

the exchequer by way of central and state excise duties collected on Sugar, Alcohol etc., 

Dividends are maintained at a level of 50% for the past 5 years. 
 

The factory pays different taxes like excise duty, purchase tax and income tax. The 

amount is more or less 20% of total sales of the firm. This implies that the firm helps in 

national development. Excise duty is the primary sources of the Indian government. It implies 

that the sugar industry is essential for the smooth running of Indian Economy.          

Table 3.4 represents the financial profile of KCP &IC Ltd  Rs. In Lakhs 

Year Share capital Reserves& 

Surplus 

Profit after    

Tax 

Dividend % 

2007-08 1133.85 6772.82 1368.16 25 

2008-09 1133.85 5384.94 340.19 25 

2009-10 1133.85 4962.81 -422.13 -- 

2011-2012 1133.85 6554.81 1911.78 25 

2012-2013 1133.85 9012.45 4065.21 100 

2013-2014 1133.85 12784.19 5711.05 150 

2014-2015 1133.85 14475.97 2355.05 50 

2015-2016 1133.85 14342.19 710.97 50 

2016-2017 1133.85 14546.49 1132.73 70 

2017-2018 1133.85 15925.95 2374.36 75 

                              Source: Annual reports, K.C.P S & IC ltd. 

 



 
 

ORGANIZATIONAL STRUCTURE OF K.C.P.S&I C ltd 

Organization 

 An organization is something, which affects every one especially in the 

industrialized, urbanized society of today. We are all members of not only one, but several 

organizations. W.H. White identified “a new breed of executives working for large 

organizations and whose lives are dominated by them”. The word ‘organization’ can be used 

in many ways and it is delayed as to form into a whole inter-dependent parts. 

 “Organization is the form of every human association for the attainment of a common 

purpose”. – Money and Return. 

The Oxford English Dictionary defines the word “to organize” as to frame and put 

into working order.’ Organization relation of efforts and capacities of individuals and groups 

engaged upon a common task in a way as to secure the desired objective with least friction 

and the most satisfaction for whom, the task is done and to she engaged in the enterprise. 

Organization exists to achieve some goals and they usually are either unattainable by 

individually, they can be achieved more efficiently through group effort. This concept 

explains general agreement with mission of the organization. Organizations whether big or 

small private or public are the only instruments available to over come the biological and 

psychological limitations. Individual create various types of strategies to fulfill their needs 

and to achieve their goals. 

 

 Organization is a systematic brining together of interdependent parts to form a 

unified whole through which authority co-ordination and control may be exercised to achieve 

a given purpose. According to L.A. Allen, sound organization can contribute greatly to 

continuity and success of the enterprise. It allows management to relate resources and flows 

continually for the enterprise. It allows management to relate resources and flows continually 

for the achievement of over all objectives. It provides an appropriate platform, from where 

management can perform the functions of planning direction a controlling in a smooth way. 

Sound organizational structure permits optimum use of technical and human resources 

through specialization. Right persons are placed at right position on the basis of their 

knowledge and experience. It also develops people by creating appropriate training and 

promotional productivity opportunities. According to Richard II Hall, organizations increase 

productivity through better understanding of human behaviors in an organizational setting. 



 
 

 

Organization is divided into the following departments’ i.e. 

 

 Agriculture department 

 Human resource & development department 

 Engineering department 

 Process department 

 Finance department 

 Civil department 

 Transport department 

 Electrical department 

 Computers department 

 Sales department 

 Purchase department 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 
 

 

 

 

Table 3.5 represents the Key  personnel list of the KCP S&IC Ltd 

 

 

 



 
 

 

POSITIONS PERSON NAMES 

CHAIRMAN SRI VINOD R.SETHI 

MANAGING DIRECTOR SMT. IRMGARD V.M. RAO 

EXECUTIVE DIRECTOR SMT. KIRAN RAO. V 

GENERAL MANAGER 
(FINANCE) 

SRI R.GANESAN 

GENERAL MANAGER SRI VENKATESWARARAO.G 

SR. DY.G.M. (FINANCE) SRI C.K. VASANTHA RAO 

DY.G.M. (ADMN) SRI K.KRISHNA 

DY. G.M. (PROCESS) SRI K. SRI HARI BABU 

DY.G.M. (CANE) SRI V.V. PUNNA RAO 

DY. G.M. (ENGG) SRI N.D. PRASAD 

MANAGER (ELECTRICAL) SRI. M.VARATHARAJAN 

MANAGER (SYSTEMS) SRI M.B.V. PRASADA REDDY 

 

 



 
 

KCP Sugar & Industries Corporation Ltd., Vuyyuru Welfare Facilities 

1. Free Medical Aid provided to both permanent and seasonal employees and their 

dependents in the company's dispensary. 

2. All the employees and their spouses have been covered under Group Medical policy, 

Management pays the premium, which may cost around Rs. 13 lakhs per year.  

3. Group personal accident policy introduced and covers all the employees and 

accordingly to the company bares part of the medical expenses and to meet the salary 

of  insured person during the period of hospitalization in the event of accident while 

on duty or outside the factory premises, and consequent treatment in the hospital.  

4. Group Insurance scheme is live for employee's deposit linked insurance scheme with 

accident benefit to an extent of Rs. 25,000/- 

5. Loan facilities are being provided to the non-management staff @ Rs. 1000/- and Rs. 

1500/- to the Management staff for rather higher studies and  who have completed the 

course with in the stipulated time the said loan will be waived off. 

6. Two pairs of uniform, one pair of shoes and two pairs of socks provided to all the 

employees once in a year. 

7. Birthday greetings are being presented to all the employees on their Birthdays 

8. Marriage gift cheque worth of Rs. 5,000/- will be presented to the employees and Rs. 

2000/- in case of employee's children. 

9. A lump sum amount of Rs. 25000/- given to the Permanent employees and Rs. 1500/- 

to seasonal employees as festival advance. 

10. June/July every year to meet their children's education allowances and the same will 

be recovered in 8 installments on free of interest. 

11. Free accommodation is offered to almost all the employees in the company's Quarters. 

12. Employees who underwent Vasectomy operation are granted for 6 days leave as 

special case. 

13. Free supply of 20 electrical units who residing in 'D' type quarters, 24 hours of water 

supply and provision of power generator during power cutting time in the colony. 

14. Cable connection has been provided for 450 quarters.  

15. Mutual aided Thrift society is also being organized and employees are assisted by 

giving loans up to Rs. 50,000/- to Non-Seasonal employees and Rs. 15,000/- to 

seasonal employees with 9% of interest. 



 
 

16. The company having a canteen with all facilities provided to employees. About 700 

persons are benefited on subsidized rates as detailed below. Tiffin and Tea are being 

supplied to the work spots and also providing at canteen in the stall. 

17.     The management is present in on Wristwatch, Dhoti and Angavastram to the 

employee and a Saree with blouse piece to his spouse along with one kg. of Sweets on 

founder's day i.e. on 4th March. 

18.     Every year 15 Scholarships cash award Rs. 10,000/- are being awarded to meritorious 

students of our employees children who are selected for professionals courses.  

19.     Employee who retires from service on attaining the age of 60 years are  being 

presenting Rs. 10,000/- each as Retirement benefit to permanent  employees and Rs. 

5,000/- to Seasonal employees (minimum service is 20  years)  

20.     Pension will be giving @ Rs.200/- p.m. to the non seasonal and Rs.100/- p.m. to 

seasonal employees. 

21. Employee who died during the service Rs. 20,000/- paid to his dependent as Death 

benevolent fund and Rs. 10,000/- to the dependents seasonal employees and Rs. 

2,500/- as funeral expenses. 

22. Elementary and High School Education is provided to the children of employees. 

Beautiful buildings were constructed .Free education will be provided to all the 

students joined in the school and the school is maintained by the company. 

23. Computers were installed in the school for 8th to 10th class students of our school and 

house wiring vocational training also imparted to the students.  

24 Group Gratuity Scheme under LIC is being provided to cover risk of the life of our 

employees. In case of death, Gratuity is being paid to the dependent for the balance 

period of service (till the retirement age) also.  

25. The Management has kind enough paying an exgratia @ Rs. 6,000/- instead of Bonus, 

as all the employees are not entitled to get the Bonus as per Bonus Act. 

Corporate Social Responsibility 

           Corporate Social Responsibility Guidelines 2009 released by Ministry of Corporate 

Affairs (MCA) is intended to assist the business houses to adopt responsible governance 

practices. Today’s business environment demands that corporate play a pivotal role in 

shouldering social responsibility. The Company has steadfastly stood for the principles stated 

in these guidelines and would Endeavour further to strengthen its attention to abide by the 

spirit of these guidelines. 



 
 

 The Company has committed to safety, health and environment protection and 

education and has extended helping hands to the needy during times of distress and 

calamity. The Company conducts rallies and awareness programmes on water 

management, drip irrigation and ground water development 

  The Company has extended financial assistance in recharging bore-wells in the 

villages around the factory area, and plants trees on either side of the road from 

Vuyyuru to Machilipatnam and Kankipadu to avoid environmental pollution. 

  The Company has selected some villages for development of parks, greenery and 

drainage systems, and is also planning to take up safe water project for supply of 

drinking water to all the villages around the factory area. 

  The Company is regularly arranging mega health camps for cardiac ailments, 

neurological and ophthalmic disorders and distribution of medicines to the needy. 

  The Company has provided bus shelters around factory zone for the benefit of the 

public, and also provided public toilets with the help of local municipal bodies. 

  The Company had also extended its helping hand to the cyclone victims by 

providing shelters, food, drinking water and medical assistance in the year 2006. 

  The Company has also volunteered in donating a substantial amount to the Andhra 

Pradesh Chief Minister’s Flood Relief Fund in the year 2009, for implementing relief 

measures. 

  Way back in the year 1969 an elementary school was established in Telugu medium 

in memory of our founder Shri. Velagapudi Ramakrishna, ICS in the name and style 

of “VELAGAPUDI RAMAKRISHNA MEMORIAL SCHOOL” in our Lakshmana 

nagar colony with two teachers in a small room. The objective in establishing the 

school was to create education facility for our employees children and also to the 

children of surrounding villages. Over the years, the school has been developed into a 

full-fledged high school with all facilities. As part of corporate social responsibility, 

we are continuing to run the educational institutions, mostly catering to the children 

from below poverty line families. Our school had achieved many accolades in 

education, cultural and also sports and games at District, State and National levels. 

The alumni of the school comprises array of distinguished persons in all walks of life, 

who have been successful in their pursuits and professions. 

 



 
 

 

 

 

 

 

 

 

 

SUGAR MANUFACTURING PROCESS 

 

 

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 
 

 

 Procurement of Sugarcane from the registered areas through Zonal 

Offices.  

 Weighment of Sugarcane in the Weigh Bridge.  

 Feeding of sugarcane in the Cane Carrier.  

 Preparation of Sugarcane into fine fibers through leveler units.  

 Feeding of prepared Sugarcane into the mills.  

 Extraction of 72% of Juice from the prepared Sugarcane in the first 

mill.  

 Juice Imbibitions to extract maximum juice in the remaining Fibers.  

 Juice is taken for boiling purpose.  

 Excess bagasse is sold.  

 The Juice extracted from the Mills is measured.  

 Treating of Juice in the Juice heaters.  

 Addition of liquid lime and sulphur-di-oxide in juice Sulphitor.  

 Separation of Clear Juice and muddy juice in the clarifier.  

 Clear Juice is sent for evaporation in the semi-kestners and 

Evaporators.  

 Extraction of juice from muddy residue through Vacuum Filters.  

 The extraction juice is reduced into Syrup after evaporation of water 

particles  

 

Addition of Sculpture-di-oxide to the syrup in order to improve the colour of the 

Sugar.  

 Syrup is sent to pans for massecuite boiling.  

 Production of massecuites by adding of various types of molasses & 

syrup.  

 Preparation of A, B & C massecuite.  

 A massecuite is improved from B massecuite.  

 B massecuite is improved from C massecuite.  

 Separation of C massecuite into C Seed and Final Molasses in the 

centrifugals.  



 
 

 Separation of B massecuite into B heavy and B Seed in the 

centrifugals.  

 Separation of A massecuite into Whiter Crystal sugar and A heavy and 

A light in the Centrifugals.  

 The White crystal sugar is dried in the Sugar Hoppers.  

 White crystal sugar is graded in the Graders.  

 The non-uniform size sugar is sent for melting.  

 Graded White Crystal Sugar is sent for weighment and bagging.  

 Graded White Crystal Sugar is sent to sugar godown for stacking.  

 Sale of sugar based on the allotment given by the Government of 

India.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 
 

 

 

 

 

 

 

 

 

 

CHAPTER 4 

THEORETICAL FRAMEWORK 

 

 

 

 

 

 

 

 

 

 



 
 

 

THEORETICAL FRAME WORK 

FINANCIAL ANALYSIS 

Analysis of financial statement is the process of critically examining of the data of the 

financial accounts. The main function of this analysis is to find the strengths and weakness of 

the business by using different tools. Financial Analysis severs the interests of the 

shareholders, debentures, long term and short term investors, bankers, creditors, Politicians, 

Journalists, Legislators, Economists and researchers by classifying, re-arranging and re-

grouping the financial statements. Thus it helps the interested parties to reach on significant 

conclusion. 

In the words of JOHN M. Myer:-  

Financial Statement analysis is largely a study of relationship among the various 

financial factors in a business as disclosed by a single set of statements and a study of the 

trends of these factors as shown in a series of statements. 

 The Financial Statement analysis refers to the classification, diagnosis and 

comparison of the data of financial statement so that the profitability financial position 

managerial efficiency and weakness of the business may be disclosed. 

Analysis and Interpretation  

Analysis and Interpretation of financial statements are two different terms but are 

closely associated because without interpretation analysis is useless and without analysis 

interpretation is impossible. Analysis not only classifies the financial data into simple form 

but also helps in creating a relationship of one accounting figure with another so that the 

meaningful conclusion of the financial data may be drawn by the data interpreter must be 

well experienced and quiet intelligent to read and understand the analyzed data. 

As per Kennedy and McMullar :-  

The Analysis and Interpretation of financial statements are an attempt to determine 

the significance and meaning of financial statement data so that a forecast may be made of 

the prospects of future earnings, ability to pay interests and debt maturities and probability of 

a sound dividend policy. 



 
 

All the required financial data should be collected and studied from financial Statement if 
required, the financial statement should be re-arranged or re-organized to find the same 
nature items. 

 

Analysis of financial statements 

 According to material used 

 Internal analysis 

 External analysis 

 

 According to modus 

 Horizontal analysis 

 Vertical analysis 

Techniques of Analysis and interpretation 

 To simplify the financial statements for the purpose of analysis and interpretation the 
following techniques / tools are used 

1. Comparative financial statements Analysis: 

The statements are very important for the analysis and interpretation. Inter firm financial 
statements can be prepared for the comparison of the results and financial positions of two 
firms. Similarly, the inter period financial statement can be prepared. Inter period comparison 
is done very easily by inter period financial statements. For the preparation of inter period 
comparison the accounting data of the different periods are shown in the different columns 
along with the absolute and relative changes. Relative changes are calculated in the 
percentage based on the previous year. 

Among the comparative financial statements, the following statements are included. 

a. Comparative Balance Sheet :  
    ” It is the study of trend of the same business enterprise of the different dates” in the 

comparative balance sheet the changes in the amount of various items of the balance sheet 
of the same business as liabilities, and owners equity in the two periods are presented in 
such a way so that the users of the financial statements may observe the changes easily. In 
the single balance sheet only the closing balances of different accounts are shown while in 
the comparative balance sheet the closing balances of the different items are showed along 
with their absolute changes and relative changes.  

Comparative balance sheet is very useful to study the trends in the changes of items. The 
comparative balance sheet is more concerned with the changes in assets, liabilities and 
owners equity and their trends while in the single balance sheet is concerned with the book 



 
 

values of the items and the financial positions of the business. However, the comparative 
balance sheet doesn’t show the relationship of one item with the other items.  

       To prepare the comparative balance sheet, the four columns are drawn. 
In the first two columns of amount the absolute data of the two balance sheets are showed 
and in the third column increased or decreased in the assets and liabilities as well as owners 
equity are showed and in the fourth and last column the percentage of increase or decrease is 
showed. After preparing the comparative balance sheet the analyst gives his interpretation 
regarding the financial positions and probability of the business. 

 
b. Comparative Profit and loss account / comparative Income statement : 

The profit and loss a/c gives the summary of the results of the business activities, but 
it doesn’t convey the changes in the earning of the business. 
The comparative income statement serves this purpose. It shows the operating results for a 
number of accounting periods along with the absolute and relative changes. 

 
2. Common size statement analysis : 

          The comparative financial statements are only concerned with the changes but they do 
not show the relationship of the different items of balance sheet with total assets / total 
liabilities. In the common size statements the relation of individual items of the balance sheet 
to the total assets is shown in the form of %. In the case of common size balance sheet, in 
assets site the total of assets is treated as a common base on the basis of the % of other assets 
are calculated the total of all % of individual assets becomes 100 which represents the total of 
assets . In the liabilities side of the balance sheet the total of liabilities is taken in a common 
base (100). Then the % for other liabilities is computed on the basis of this common base. 
The total of all % of individual liabilities becomes 100. In the case of common size profit and 
loss a/c total sales are assumed to be equal to 100,then % of all other items of profit and loss 
a/c are calculated on the common base of sales. This type of analysis is called Vertical 
analysis. The common size statements are two (a. Common size balance sheet, and b. 
Common size profit and loss a/c). 

 
3. Trend Analysis : 

It is an important technique for the analysis and interpretation of financial 
statements. Generally, the Trend means Tendency. To know that Tendency of the data of 
the financial statement, the data of 4-5 years are required. 

Data may be taken from the balance sheet and profit and loss a/c. It depends on the 
objective of the analysis. To compute the tendency 1 years figures are taken as base years. 
On the basis of this base year other year’s relative figures are computed. On the basis of 

these relative figures the Tendency of a particular item is determined. The trend analysis of 
the business activities and financial position may be done in the following ways, 

i. Trend % / Ratio : 
ii. Graphic/ Diagrammatic Presentation. 

 
4. Fund Flow Analysis : 

    It has become very popular technique to analyze the financial statements. Fund 
Flow statement doesn’t reveal the financial position of the business like the financial 
statement but it reveals the changes in the working capital into periods. Working 
capital is the life blood of the business. This statement also gives the information 
regarding the sources and application of Fund sources of Fund or Profit of operation, 
issue of capital loans, sale of fixed assets, etc., while the application of fund or the 



 
 

purchase of fixed assets, redemptions of capital, payment of dividend purchase of 
investment, etc. 
 

5. Cash Flow Analysis :     
               Cash flow analysis is also similar to fund flow analysis. Now it is being 
prepared by the companies along with the balance sheet and profit and loss a/c. It is 
prepared as per accounting standerd-3 of the Institute of charted Accountant of India. 
The Fund flow statement reveals the cash during two periods. It also gives the 
information regarding the sources of cash and users of cash during a period. 
 

6. Ratio Analysis : 
      This technique is based on ratios. The ratios are the relationship among the 
different accounting figs. Ratio analysis helps the management and different users of 
financial statements in determining the profitability of business and the financial 
position of the business. Profitability, solvency, liquidity and efficiency of the 
business can be easily determined by this analysis.  
 

7. Break-even  Analysis : 
This is an important technique of the management to take some decision. 

Under this analysis the cost of production are divided into fixed and variable cost. 
From sales the fixed cost is subtracted to find the contribution on the basis of 
contribution, the break –even point (BEP) is determined. It is that point of sales of 
production at which the company gains no profit, and suffers no loss. Several 
managerial decisions have make or buy, shut down point, price determination, etc.  
Are taken with the help of break-analysis. 
 
 
Significant technique of financial analysis is ‘funds flow analysis’. Funds flow 

statement is prepared to study the changes in the financial position of a business over a period 

of time generally one year. Funds flow statement reveals both inflow and outflow of funds. The 

inflow of funds is known as sources of funds and the outflow of funds means uses are 

application of funds. Funds flow statement is known as statement of sources and Applications 

of funds or where got where gone statement. Funds Flow Statement highlights the changes in 

the financial structure of an undertaking.  

 

Funds Flow Statement gives detailed analysis of changes in distribution of resources 

between two Balance Sheet dates. The statement is widely used by the financial analysists and 

credit granting institutions and financial managers in performing their jobs. 

 

Funds Flow statement explains changes in working capital due to non-current 

transactions. It provides information on how, during the reported period decisions relating to 

capital structure, dividend and investments in Non-current assets have changed the amount 



 
 

invested in working capital forever it should be clear that there is no-cause and effect relation 

between in Non-current assets and financing decisions and the investment in working capital. 

 

Meaning of Funds 

The term “Fund” has a variety of meanings. Some people are of opinion that Funds 

means cash only. While others consider funds as cash and equivalents i.e., working capital. The 

International Accounting, standard-7 on “Statements” of changes in Financial Position” states 

that the term “Fund” generally refers to cash and cash equivalents or to Working Capital.  

Meaning of Flow of Funds 

       The term ‘Flow’ means change. Thus flow of funds means change in Funds or change 

in working capital of otherwise increase or decrease in working capital is referred to as Flow 

of Funds. 

 

Definitions 

  A statement of sources and applications of funds is a technical device designed to 

analyse the changes in the financial condition of a business enterprise between two dates. 

             -  Foulke 

 

Funds Flow Statements describes the sources from which additional funds were 

derived and the use to which these sources were put                                                                                                                

                                                                                                                          -   Anthony 

        A statement of changes in financial position or statement of sources and application of 

funds in which element of net income and working capital contribution to an understanding 

of the whole of financial operations during the reporting period replace totals of these items. 

         -    kotler            

 These statements can be classified into four:                 

 Income statement 

 Funds flow statement 

 Statement of changes in financial position 

 Cash flow statements 



 
 

 

 Income statement             

  As already indicated in an earlier chapter as an income statement measures the inflow 

of assets resulting from rendering of goods or services customers over a period of time.  

 

Funds flow statement 

  This statement measures the inflows and the outflows of working capital that result 

from any type of business activity. 

 

 Statement of changes in financial position 

  This statement has a wider meaning than funds flow statement. It measures changes 

both in working capital and non-working capital. 

 

 Cash flow statements 

  The statement measures inflows and the outflows of cash on account of any type of 

business activity. 

 

Current assets 

 The term “current assets” includes cash and other assets that are expected to be 

converted into cash or consumed in production of goods or rendering of services in the 

normal course of business. However, the best conditions of the term “current assets” has been 

given by gray in the following words. For accounting purpose, the term “current assets” is 

used to designate cash and other assets or resources commonly identified as those, which are 

reasonable, expected to be realized in cash or sold consumed during the normal operating 

cycle of the business. 

The broad categories of “current assets” are: 

 Cash including fixed deposits with banks. 

 Accounts receivable, trade debts and bills receivable. 

 Inventory stock of raw material, work-in-progress, finished goods, stores and spare 

parts. 



 
 

 Advances receivable the advances given to suppliers of goods and services or deposit 

with government or other public authorities, custom, part authorities, advance income 

tax. 

 Pre-paid expenses, cost of unexplored services, insurance premium paid in advance. 

 

 

Current Liabilities 

The term “current liabilities” is used principally to designate such obligations whose 

liquidations is reasonable expected to require the use assets classified as current assets in the 

same balance sheet or the creation of other current liabilities or those expected to be satisfied 

with in a relatively short period of time usually one year. However, this concept of liabilities 

as all that obligations that require with in the coming year of the operating cycle whichever is 

longer.  

 

 The use does existing current assets. 

 The creation of the current liabilities. In other words, the more fact that an amount is 

due within a year does not make it current liabilities. For example, debenture due fir 

redemption with in a year of the balance sheet date will not be taken as a current 

liability of they are to be paid out of the proceeds realized on a account of sale of 

debentures redemption fund investments. 

 The term current liabilities also includes amounts sea part or provided for any know 

liability or which the amount cannot be determined with substantial accuracy called 

provision rather than liabilities. 

 

The broad categories of “current liabilities” are: 

 Accounts payable, bills payable and trade creditors. 

 Outstanding expenses, expenses for which services have been received by the 

payments have been made. 

 Bank overdrafts. 

 Short-term loans, loans from banks which are payable within one year from the date 

of balance sheet. 
 



 
 

Non- current assets   

All assets other than current assets come within the category of non-current assets. 

Such assets include goodwill, land and buildings, plant and machinery, furniture, long term 

investments, patent rights trade marks, debit balance of the profit and loss account, discount 

on issue of shares and debentures, preliminary expenses etc., 
 

Non-current liabilities 

All liabilities other than current liabilities come within the category of non-current 

liabilities. They include share capital, long-term loans, debentures, and share premium, credit 

balance of the profit and loss account, revenue and capital reserves. 

 

Concept of Funds 

 The term funds defined as cash they concern themselves only with movements in the 

cash accounts. The statements showing the changes in cash balance is termed as cash flow 

statement. This is very narrow definition. Though a record of cash inflows and cash outflows 

is valuable in its own way, it would however fall to throw light on many important changes 

involving the disposition of resources. At the other hand there are those who view funds in 

broader sense as all assets to which the firms resources stand committed and all liabilities 

from where these resources are obtained. Net working capital denotes excess of current assets 

over current liabilities. The term “working capital” is considered the most appropriate 

expression since the wealth of the enterprise continuously revolving throughout the various 

current assets is supplemented by current liabilities. 

 

To include, funds may be defined in different ways, depending upon the purpose of 

the analysis. Other definitions are possible, although the purpose the three described above 

are the most common by far viz., 

 Funds mean cash. 

 Funds mean net working capital. 

 Funds mean all financial resources. 

 

 



 
 

Concept of flow   

The term “flow” refers to change or transfer and therefore the flow of funds means 

transfer of economic values from one asset to another form, one liability to another form, one 

asset to a liability of vice versa, or a combination of these. But as per the working capital 

concept of funds, it means changes in working capital any increase or decrease in working 

capital.  

The change in funds occurs when changes occurring in non-current assets and in non- 

current assets and current liabilities. If any transaction results in increase of funds, it will be 

considered as a ”source of funds”, for example, issue of shares for cash will be taken as a 

“source of funds”, as it will increase the cash (working capital). Similarly, a transaction, if it 

results in decrease of funds, will be treated as and application of funds, as it will be reduce 

the cash. Transactions that do not affect the working capital items would be treated as non-

fund transactions and be excluded from funds flow analysis. For example, purchase of 

machinery by issuing shares is a non-fund transaction. 

 

Concept of Funds Flow Statement 

 Funds flow statement is a summary from that indicates changes in items of financial 

position between two different balance sheet dates showing clearly the different sources and 

applications of funds. 

 

          The major purpose of the funds statements is to provide a detailed presentation to the 

results of financial management as distinguished from operating management. It summarizes 

the financing and investing activities of the enterprises. The statement shows directly 

information that readers of the financial of published balance sheets and statement of income 

and retained earnings. 

 

 Balance sheets are statements of financial position. Whereas funds statement are 

obviously statement of “changes” in financial position. Balance sheet shows the status on a 

day. In contrast, funds statement income statement and statement of retained earnings over 

period of time they provided the explanation of why the balance sheet items have changed. 

The conventional financial statement shows mostly the position of accounting, rather than the 

financial condition of the business in terms of flow of funds. However, since all financial 



 
 

events are reflected in the conventional statements, it becomes easy to unearth unusual trends 

and promotions by the use of analytical methods like the funds flow statement. 
 

Uses of Funds Flow Statement 

 By highlighting the change in the distribution of the resources of an undertaking the 

funds flow statement enables the financial manager to have a clear perspective of the 

organization financial strength and weakness. It provides answers to a number of different 

questions. The uses of a funds flow statement may be listed as follows. 

 First, it explains the financial consequences of business of operation. For example, a 

business may be earnings use profits but its liquidity position would be highly 

unsatisfactory. The funds flow statements will explain the causes of such a seemingly 

unrecognized situation by showing what has become flow of the funds into activities 

considered more beneficial for the efficient working of the enterprise and which is 

very essential for the effective managerial control. When a balance sheet presents a 

distorted picture of an understanding because of a number of non-fund transactions 

the funds statement would be an illuminating document. 

 

 Secondly, debt capital is very essential for increased profitability to any enterprise. 

But the creditor or lender asks the financial manager of questions in order to ascertain 

the credit worthiness and the funds generating capacity of the organization. Also they 

would like to know in what way the management has utilized the funds in the past and 

how the funds would be utilized in future.  

 

 Thirdly, it acts as an instrument for allocation of the company’s secure resources. A 

proposal funds flow statement will help to find out the management is going to 

allocate resources for meeting the future productive programs of the business. When a 

predicted statement is tied to the capital budget, it will help manager to maintain the 

financial health of the organization. Further problems faced by the firm do not arise 

all of a sudden. They take time to reach a critical stage and are affected by a number 

of factors. A protected funds flow statement by providing a perspective for 

considering the financial implications of evolving issues would help management to 

reverse a unfavorite trend.  

 



 
 

 Lastly, it is test for evaluation of the effectiveness use of working capital of 

management. Information on the adequacy of working capital will enable the 

management to decide what possible steps it should take for effective use of surplus 

working capital or in case of inadequate working capital to make suitable 

arrangements.  

 

Objectives OF Funds Flow Statement 

 Analysis of financial operations 

      The funds flow statement helps the financial analyst in analyzing the past and future 

proposals and their impact on the liquidity of the firm. He can find out any imbalances in the 

use of funds and take out appropriate remedial actions, necessary. 

 Financial policies 

      Funds flow statement guides the management in formulating the financial policies 

such as dividend, reserve etc. 

 Control device 

        It serves as a measure of control to the management. If actual figures are compared 

with budgeted projected figures management can take remedial action if there any deviations. 

 Acts as a future guide 

      Funds flow statement acts as a guide for future, to the management. It helps the 

management to know various problems it is going to face in near future for want of funds. 

 Changes in working capital 

       Funds flow statement highlights the changes in working capital. This helps the 

management in framing its investing policy. 
 

Importance of Funds Flow Statement 

            Funds flow analysis is an invaluable analytical tool for financial manager or a 

creditor for evaluation of the employment of funds by a firm and in determining the sources 

of such funds. In addition to studying past flow by means of funds-statement based upon 

forecasts. Such a statement provides an efficient method to the financial manager to asses the 

growth of the firm and it results in the financial needs, and to determined the best way to 

those need. In particular, funds flow analysis is vary useful in planning intermediate and long 

term financing.  



 
 

 

  The traditional package of final accounts and statements through very 

significant statements as such a limited role to play in financial analysis. The balance sheet is 

a statement of assets and liabilities on particular date. Similarly the income statement will 

show in more details only the profit or loss, change in owners equity arising during account 

period as result of the productive and commercial activities in that period. The main criticism 

against the balance sheet is that it is merely a static statement. The statement is a variously 

known a “funds flow statements”. “Statement of sources and applications of funds” “where 

got and where gone statement” or simply “funds statements”. 

Principal sources of Funds 

 Issue of shares and debentures. 

 Long and medium-borrowings. 

 Sale of fixed assets and long term investments. 

 Funds from operations and trading income. 

 Non-trading income such as income from investment, gifts damage awarded in legal 

action etc. 

Possible uses of Funds 

 Redemption of shares & debentures. 

 Repayment of long and medium term loans. 

 Purchase of fixed assets and long term-investments. 

 Funds lost in operations or trading losses. 

 Non-trading losses such as loss of cash by embezzlement fines etc. 

 

National Association Accountants (NAA)       

       National association of accountants states the following uses of funds flow statements. 

 Estimating the amount of funds needed for growth. 

 Improving the rate of income on assets. 

 Planning the temporary investment of idle funds. 

 Securing additional working capital when needed. 

 Planning the payment of dividends to shareholders and interest to creditors. 



 
 

 Easing the effects of an insufficient cash balance. 

 Securing economies in the centralized management of cash in organization whose 

management is centralized. 

 

Limitations of Funds Flow Statement   

The following are the important limitations of funds flow statement. 

 Funds flow statement is not a substitute of income statement or a balance sheet. It 

furnishes only some additional information as regards changes in working capital. 

 This statement lacks originality. It is simply rearrangement of data appearing in account 

books. 

 It indicates only the past changes. It can not reveal continuous changes. 

 When both the aspects of the transactions are current, they are not considered. 

 When both the aspects of the transactions are non-current, even then they are not included 

in funds flow statements. 

 Some management accountants are of the opinion that this statement in not ideal tool for 

financial analysis. 

 Funds flow statement is historic in nature. Hence this projected funds flow statement 

cannot be prepared with much accuracy. 

 



 
 

 Table 4.1 represents the 

PROFORMA OF STATEMENT OF CHANGES IN WORKING 

CAPITAL 

 
 

W

orki

ng 

capit

al = 

curr

ent 

asset

s – 

curr

ent 

liabi

lities

. 

N

et 

incr

ease 

/ 

decr

ease 

in 

wor

king capital. 

 

 

 

 
                PARTICULARS 

Previous 
year 

Current 
year 

Effect of changes in 
working capital 
Increase   decrease 

Current assets 

Cash 

Bank 

Bills receivables 

Debtors 

Stock 

Prepaid expenses 

Total (a) 

Current liabilities 

Bills payable 

Bank overdraft 

Creditors 

Provision for income tax 

Out standing expenses 

 

 

Total (b) 

Net working capital (a-b) 

Increase / decrease in 

Working capital 

 

     Xxx 

Xxx 

Xxx 

Xxx 

Xxx 

xxx 

 

Xxx 

Xxx 

Xxx 

Xxx 

Xxx 

xxx 

  

xxx xxx 

 

Xxx 

Xxx 

Xxx 

Xxx 

xxx 

 

Xxx 

Xxx 

Xxx 

Xxx 

Xxx 

 

xxx Xxx 

 

xxx 

    xxx 

 

xxx 

    xxx 

Total xxx xxx   



 
 

Table 4.2 represents the 

PROFORMA OF ADJUSTED PROFIT &LOSS ACCOUNT 

Dr                                                                                                         Cr 

 

    

 

 

 

 

Particulars Rs. particulars Rs. 

To depreciation written off 

To provision for tax 

To proposed dividend 

To preliminary expenses          

written off 

To goodwill written off 

To discount on issue of shares & 

debentures 

To differed revenue expenses 

already changed 

To transfer to general reserves 

To transfer to sinking fund 

To loss on sale of fixed assets 

written off 

To closing balance 

Xxx 

Xxx 

Xxx 

Xxx 

 

xxx 

Xxx 

 

xxx 

xxx 

xxx 

xxx 

xxx 

By opening balance 

 

By dividends already 

credited to r & d a/c 

 

By over-provision for 

taxation written back 

 

By gain on sale of fixed 

assets 

 

By funds from trading 

operations (balancing 

figure) 

Xxx 

 

xxx 

 

 

xxx 

 

 

xxx 

 

 

 

xxx 

Total xxx Total 

 

Xxx 



 
 

TABLE  4.3   represents the 

PROFORMA OF FUNDS FLOW STATEMENT 

(Statement of sources & application of funds) 

 

Application-sources= decrease in working capital 

          Sources-application=increase in working capital 

 

  

         SOURCES  Rs. APPLICATIONS Rs. 

Income from business 

Operations(profit) 

Issue of shares at par 

(discount/premium) 

Issue or debentures at par 

(discount/premium) 

Long term and medium loans  

Taken 

Sale of investments 

Non-trading income 

Sale of fixed assets 

 

xxx 

 

xxx 

xxx 

 

xxx 

xxx 

xxx 

xxx 

 

 

Income from business 

Operation(loss) 

Redemption of shares at par 

(discount/premium) 

Redemption of debentures at par 

(discount/premium) 

Payment of loans 

Purchase of investments 

Non-trading payment 

Dividends paid 

xxx 

 

xxx 

 

xxx 

 

xxx 

xxx 

xxx 

xxx 

            TOTAL Xxx                   TOTAL xxx 



 
 

 

 

 

 

 

 

 

 

 

 

 

CHAPTER 5 
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Table5.1 represents the 
STATEMENT SHOWING CHANGING WORKING CAPITAL 

FOR THE YEAR 2014-2015) 
     

PARTICULARS 2014 2015 
Changes in Working 
Capital 
Increase Decrease 

         
CURRENT  ASSETS        

Inventories 143,18,24,825 135,93,30,982 - 7,24,93,843 

Sundry Debtors 11,21,33,122 10,80,11,642 - 41,21,480 

Cash and Bank Balances 5,02,62,789 6,81,47,393 1,78,84,604 - 

Other  Current Assets 10,21,849 15,13,709 4,91,860 - 

Loans and Advances 38,99,83,272 46,65,45,285 7,65,62,013 - 

Total Current Assets 198,52,25,857 200,35,49,011     

         

Current Liabilities and         

Provisions :         

         

Liabilities 101,65,48,666 85,25,17,150 16,40,31,516 - 

Provisions 84,36,782 1,24,02,990 - 39,66,208 

         

Total current Liabilities         

and  Provisions        

Net Working Capital        

(C.A. - C.L) 96,02,40,409 113,86,28,871     

         

Increase in working 

Capital 17,83,88,462     17,83,88,462 

         

         

T O T A L  113,86,28,871 113,86,28,871 25,89,69,993 25,89,69,993 



 
 

 

Table5.2 represents the 

ADJUSTED PROFIT AND LOSS ACCOUNT 

FOR THE YEAR 2014-2015 

 

 

 

 

 

 

 

 

 

 

    
PARTICULARS AMOUNT PARTICULARS AMOUNT 
        
To Depreciation of fixed assets 7,43,45,214 By Opening Balance 40,65,21,262 

To Provision 42,17,87,304 

By Gain on sale of fixed 

assets 5,79,408 

To Transfer to general reserve 6,02,388 

By Gain on sale of 

Investments 31,753 

To Loss on sale of assets 25,00,00,000 By Profit from Business   

To Loss on sale of store 52,81,281 Operation 93,49,32,515 

To Net value of discarded      

    Assets written off 1,89,44,025    

To Closing  Balance 57,11,04,726     

        

        

  134,20,64,938   134,20,64,938 



 
 

 

Table5.3 represents the 

FUNDS FLOW STATEMENT (FOR THE YEAR 2014-2015) 

STATEMENT OF SOURCES & APPLICATIONS OF FUNDS 

 

    

Sources AMOUNT Applications AMOUNT 

        

Profit from Business Operations 93,49,32,515 Redemption of shares at par   

Issue of Share Capital at        (Discount/Premium) - 

  Par (Discount/Premium) - Redemption of debentures - 

Issue of Debentures    Payment of unsecured Loans 4,00,15,845 

  (Discount/Premium) - Payment of secured loans 1,49,42,845 

Sale of other fixed Assets 3,45,73,641 Provisions for tax & dividend 11,11,24,038 

Dividend  Received 13,69,077 Purchase of fixed assets 56,57,18,650 

Deferred tax liabilities 7,55,20,888 Purchase of investment 13,62,06,281 

     Increase in working capital  17,83,88,462 

        

  104,63,96,121   104,63,96,121 

 

 

 

 

 

 

 

 

 

 



 
 

 

INTERPRETATION 

 

During the year there is net working capital is increased by Rs.17,83,88,462. Because 

increase in cash and bank balances by Rs.1,78,84,604 and increase in loans and Advances 

Rs.7,65,62,013 and also increase other current assets. The current liabilities decreased by Rs. 

16, 40, 31,516. 

 

 The main source of funds is income /profit from business operations i.e., 

RS.93,49,32,515 and the fixed assets is purchased by 56,57,18,650 and the company pay 

unsecured loans 4,00,15,845. 

The increase in working capital has to be applied by tax and dividend. The major uses 

of Cash are in increased in Current Assets and purchase of fixed assets and payment of 

secured and unsecured loans.  The company uses both internal and external funds to finance 

its requirements. 

 

 

 

 

 

 

 

 

 

 

 

 

 



 
 

Table 5.4 represents the 

STATEMENT SHOWING CHANGING WORKING CAPITAL 

FOR THE YEAR 2015-2016 

                                                                  

 

 

 

PARTICULARS 2015 2016 
Changes in Working Capital 
Increase Decrease 

         
CURRENT  ASSETS        

Inventories 135,93,30,982 132,75,07,945 - 3,18,23,037 

Sundry Debtors 10,80,11,642 11,45,09,441 64,97,799 - 

Cash and Bank Balances 6,81,47,393 17,67,30,095 10,85,82,702 - 

Other  Current Assets 15,13,709 28,08,246 12,94,537 - 

Loans and Advances 46,65,45,285 14,02,58,734 - 32,62,86,551 

Total Current Assets 200,35,49,011 176,18,14,461     

         

Current Liabilities and         

Provisions :         

         

Liabilities 85,25,17,150 116,87,78,350 - 31,62,61,200 

Provisions 1,24,02,990 1,56,15,751 - 32,12,761 

  86,49,20,140 118,43,94,101     

Total current Liabilities         

and  Provisions        

Net Working Capital        

(C.A. - C.L) 113,86,28,871 57,74,20,360     

         

Decrease in working Capital  56,12,08,511 56,12,08,511   
         
         

T O T A L  113,86,28,871 113,86,28,871 67,75,83,549 67,75,83,549 



 
 

Table5.5 represents the 

ADJUSTED PROFIT AND LOSS ACCOUNT 

FOR THE YEAR 2015-2016 

 

 

 

 

 

 

 

    

PARTICULARS AMOUNT PARTICULARS AMOUNT 

        

To Depreciation of fixed assets 15,98,16,647 By Opening Balance 57,11,04,726 

To Provision 21,02,94,923 By Gain on sale of fixed assets 1,62,97,747 

To Loss on sale of fixed assets 15,31,98,283 By Gain on sale of Investments 77,869 

To Loss on sale of investment 11,75,42,125 By Profit from Business   

To loss on sale of stores        Operation 14,94,68,510 

     raw  materials -     

To Net value of discarded        

    assets written off 2,50,00,000     

To Closing  Balance 7,10,96,874     

        

        

  73,69,48,852   73,69,48,852 



 
 

Table5.6 represents the 
 

                                  FUNDS FLOW STATEMENT 
(FOR THE YEAR 2015-2016) 

 
STATEMENT OF SOURCES & APPLICATION OF FUNDS 

 
 

SOURCES AMOUNT APPLICATIONS AMOUNT 

        
Profit from Business 
Operations 14,94,68,510 Redemption of shares at par   

Issue of Share Capital at      (Discount/Premium) - 

   Par (Discount/Premium) -  Redemption of debentures - 

Issue of Debentures (Discount/ -  Payment of unsecured loans 8,78,72,802 

   Premium)   Unsecured Loans 3,97,00,000 

Sale of other fixed assets 76,16,243 Purchases of fixed assets 23,33,14,409 

Dividend Received 36,76,768 Purchase of Investment 8,85,39,586 

Deford tax liabilities 4,49,43,218 
Provisions for tax & 
dividend 12,92,87,304 

Decreasing working capital 24,36,98,372     

Sale of Investment 12,93,10,990     

        

  57,87,14,101   57,87,14,101 
 

 

 

 

 

 



 
 

 

INTERPRETATION 
 

During the year there is net working capital is  decreased by  Rs.56,12,08,511. 

Because decrease in inventory by Rs.3,18,23,037 and also decrease in loans and advances by 

Rs. 32,62,86,551. The current liabilities increased by Rs.31,62,61,200. 

 

The main source of funds is Income/Profit from Business operations i.e.,  

Rs.14,94,68,510 and the fixed assets by 23,33,14,409  and the major uses of Cash in Current 

Assets and purchases of Fixed Assets and pay of secured Loans. 

 

 

. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 
 

 

Table5.7 represents the 

STATEMENT SHOWING CHANGING WORKING CAPITAL 

FOR THE YEAR 2016-2017 

 

 

PARTICULARS 2016 2017 
Changes in Working 
Capital 
Increase Decrease 

         
CURRENT  ASSETS        

Inventories 132,75,07,945 126,77,78,839 - 5,97,29,106 

Sundry Debtors 11,45,09,441 6,09,19,428 - 5,35,90,013 

Cash and Bank Balances 17,67,30,095 20,84,05,389 3,16,75,294 - 

Other  Current Assets 28,08,246 23,12,881 - 4,95,365 

Loans and Advances 14,02,58,734 20,23,86,069 6,21,27,335 - 

Total Current Assets 176,18,14,461 174,18,02,606     

         

Current Liabilities and         

Provisions :         

         

Liabilities 116,87,78,350 73,47,84,951 43,39,93,399 - 

Provisions 1,56,15,751 4,58,02,178 - 3,01,86,427 

  118,43,94,101 78,05,87,129     

Total current Liabilities         

and  Provisions        

Net Working Capital        

(C.A. - C.L) 57,74,20,360 96,12,15,477     

         
Increase In working 
Capital 38,37,95,117     38,37,95,117 
         
         

T O T A L  96,12,15,477 96,12,15,477 52,77,96,028 52,77,96,028 



 
 

Table5.8 represents the 

ADJUSTED PROFIT AND LOSS ACCOUNT 

FOR THE YEAR 2016-2017 

 

 

 

 

 

PARTICULARS AMOUNT PARTICULARS AMOUNT 

To Depreciation of Fixed 
assets 

To provision 

To Transfer to General 
Reserve 

To loss on sale of assets 

To loss on sale of  share 

To Net value of discarded 
Assets written off 

To Transfer to General 
Reserve 

To closing Balance 

10,59,36,783 

 

9,28,27,420 

1,11,320 

8,589 

56,667 

 

5,55,138 

81,46,806 

 

7,10,96,874 

____________ 

27,87,39,597 

 

By opening Balance 

By Gain on sale of Fixed 
Assets 

By Gain on sale of 
Investments 

By Profit from Business 
Operation 

23,55,05,448 

6,90,519 

 

5,67,955 

 

4,19,75,675 

 

 

 

 

 

___________ 

27,87,39,597 

 



 
 

Table 5.9 represents the 

FUNDS FLOW STATEMENT (FOR THE YEAR 2016-2017) 

STATEMENT OF SOURCES & APPLICATION OF FUNDS 

 

 

 

 

 

 

 

 

 

 

SOURCES AMOUNT APPLICATIONS AMOUNT 

        
Profit from Business 
Operations 4,19,75,675 Redemption of shares at par   

Issue of Share Capital at 24,92,87,679 Discount/Premium - 

   Par (Discount/Premium)   Redemption of debentures - 
Issue of Debentures 
(Discount/   Purchase of fixed assets 8,70,94,809 

   Premium)   Purchase of Investment 11,13,209 

Sale of other fixed assets 34,31,604 Provisions for tax & dividend 46,39,99,615 

Dividend Received 37,80,090 Defer tax liabilities 33,50,790 

Sale of Investment 64,08,78,492 Increasing working capital 38,37,95,117 

        

  93,93,53,540   93,93,53,540 



 
 

INTERPRETATION 

During the year there is net increase in working capital Rs.38,37,95,117. Because 

increase in cash and bank balances by Rs.3,16,75,294 and also increase in loans&advances 

by Rs.6,21,27,335.The Current Liabilities decreased by Rs.43,39,93,399. 

 The main source of funds is Income/Profit from Business operations 

i.e.,Rs.4,19,75,675  and the fixed assets is purchased by Rs.8,70,94,809. 

 

 The increase in working capital has to be applied by tax and dividend. The  

Major uses of Cash are in increased in Current Assets and purchase of fixed assets and 

payment of secured and unsecured loans.  The company uses both internal and external funds 

to finance its requirements 

 

 

 

 

 

 

 

 



 
 

TABLE 5.10 REPRESENTS THE 
STATEMENT SHOWING CHANGING WORKING CAPITAL 

FOR THE YEAR 2017-2018 

 
 

 
 
 

PARTICULARS 2017 2018 
CHANGES IN WORKING 
CAPITAL 
Increase Decrease 

     
CURRENT  ASSETS     

Inventories 126,77,78,839 128,45,84,247 1,68,05,408 - 

Sundry Debtors 6,09,19,428 3,62,65,260 - 2,46,54,168 

Cash and Bank Balances 20,84,05,389 5,78,68,827 - 15,05,36,562 

Other  Current Assets 23,12,881 18,15,538 - 4,97,343 

Loans and Advances 20,23,86,069 21,44,20,338 1,20,34,269 - 

Total Current Assets 174,18,02,606 1,59,49,54,210   

     

Current Liabilities and     

Provisions :     

     

Liabilities 73,47,84,951 59,53,89,436 13,93,95,515 - 

Provisions 4,58,02,178 2,02,92,262 2,55,09,916 - 

     

Total current Liabilities     

and  Provisions 78,05,87,229 61,56,81,698   

Net Working Capital     

(C.A. - C.L) 96,12,15,477 97,92,72,512   

     
Increase in working 
Capital 1,80,57,035    
     
     

T O T A L 97,92,72,512 97,92,72,512 19,37,45,108 19,37,45,108 



 
 

Table5.11 represents the 
ADJUSTED PROFIT AND LOSS ACCOUNT 

FOR THE YEAR 2017-2018 
 

 

 

 

 

 

 

PARTICULARS AMOUNT  PARTICULARS AMOUNT 

          
To Depreciation of Fixed 
Assets 10,85,34,709   Opening Balance 7,10,96,874 

To Provision 16,23,50,388   
By Gain on sale of fixed 
assets 1,34,23,958 

To Loss on sale of fixed 
assets 1,20,648   

By Gain on sale of 
investments - 

To Loss on sale of 
investments -      

To Loss on sale of stores      By Profit from Business    

      Raw materials -   Operation 31,51,64,361 

To Net value of discarded         

assets written off 39,54,589       
To Transfer to general 
reserve 1,14,36,596       

To Closing Balance 11,32,88,263       

  39,96,85,193     39,96,85,193 



 
 

Table5.12 represents the 

FUNDS FLOW STATEMENT 

(FOR THE YEAR 2017-2018) 

STATEMENT OF SOURCES & APPLICATION OF FUNDS 

 

SOURCES AMOUNT APPLICATIONS AMOUNT 

     
Profit from Business 
Operations 31,51,64,361 Redemption of shares at par   

  (Discount/ Premium) - 

Unsecured Loans 5,57,59,000 Redemption of debentures - 
Issue of share capital at 
par  Payment of secured loans 16,42,09,600 

(Discount / Premium) - Purchase of fixed assets 3,45,84,462 

Issue of Debentures  Purchase of Investments 11,25,95,453 

(Discount/ Premium) - Provision of tax & divided 6,67,52,681 

Sale of their fixed assets 1,86,07,209 Deford tax liabilities 1,70,220 

Dividend received 68,38,881 
Increasing in working 
capital 1,80,57,035 

     

        

  39,63,69,451   39,63,69,451 

 

 

 

 

 



 
 

INTERPRETATION 

During the year there is net increase in working capital Rs.1,80,57,035. 

Because increase in inventories by Rs.1,68,05,408 and also increase in loans and 

advances by Rs.1,20,34,269.The current liabilities & provisions decrease by 

Rs.13,93,95,515 & Rs.2,55,09,916. 

 

The main source of funds is Income/Profit from Business Operations 

i.e.,31,51,64,361. 

The major uses of Cash are in increased in Current Assets and Purchase of 

fixed assets and payment of secured and unsecured loans.  The company uses both 

internal and external funds to finance its requirements 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 
 

Table 5.13 represents the 

STATEMENT SHOWING CHANGING WORKING CAPITAL 

FOR THE YEAR 2018-2019 

PARTICULARS 2018 2019 
Changes in Working 

Capital 

Increase Decrease 

        

CURRENT  ASSETS        

Inventories 1,28,45,84,247 110,98,19,602 - 17,47,64,645 

Sundry Debtors 3,62,65,260 5,05,57,226 1,42,91,966 - 
Cash and Bank 
Balances 5,78,68,827 5,35,11,251 - 43,57,576 

Other  Current Assets 18,15,538 52,89,046 34,73,508 - 

Loans and Advances 21,44,20,338 30,25,24,380 8,81,04,042 - 

Total Current Assets 1,59,49,54,210 152,17,01,505     

        
Current Liabilities 
and        

Provisions :        

        

Liabilities 59,53,89,436 57,67,90,672 1,85,98,764   

Provisions 11,31,50,650 13,66,05,225   2,34,54,575 

        
Total current 
Liabilities        

and  Provisions 70,85,40,086 71,33,95,897     

Net Working Capital        

(C.A. - C.L) 88,64,14,124 80,83,05,608     

        
Decrease in working 
Capital  7,81,08,516 7,81,08,516   
        

         

T O T A L  88,64,14,124 88,64,14,124 20,25,76,796 20,25,76,796 
 



 
 

Table5.14 represents the 

ADJUSTED PROFIT AND LOSS ACCOUNT 

FOR THE YEAR 2018-2019 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

PARTICULARS AMOUNT PARTICULARS AMOUNT 

        

To Proposed dividend 8,50,38,788 Opening Balance 11,32,88,263 

To Provision for Tax 2,38,00,00 
By Funds from 
Operations   

To Transfer to general 
reserve 13,73,42,819 (Profits) 47,65,83,873 
To Depreciation of Fixed 
Assets 10,62,53,594    

To Closing  Balance 25,88,56,935    

      

       

  58,98,72,136   58,98,72,136 



 
 

Table 5.15 represents the 

FUNDS FLOW STATEMENT (FOR THE YEAR 2018-2019) 

STATEMENT OF SOURCES & APPLICATION OF FUNDS 

 

                                                                         

 

 

 

 

 

 

 

 

SOURCES AMOUNT APPLICATIONS AMOUNT 

        
Profit from Business 
Operations 47,65,83,873 Secured Loans 12,38,76,796 

Unsecured Loans 3,33,16,000 Proposed Dividend 8,50,38,788 

Decreasing W.C. 7,81,08,516 Deferred Tax Liability 1,58,42,819 

    Provision for Tax 13,73,42,819 

    Investments 13,57,47,605 

    Purchase of Fixed Assets 9,01,59,562 

        

        

        

        

        

  58,80,08,389   58,80,08,389 



 
 

 

INTERPRETATION 
 

During the year there is net decrease in working capital Rs.7,81,08,516. Because of 

decrease in inventories by Rs.17,47,64,645 and also decrease in cash and bank balances by 

Rs.43,57,576. The current liabilities decreased by Rs.1,85,98,764 and provisions increased by 

Rs.2,34,54,575. 

 

The main source of funds is Income/Profit from Business operations i.e.,  

Rs.47,65,83,873 and the fixed assets by 9,01,59,562  and the major uses of Cash in Current 

Assets and purchases of Fixed Assets and pay of secured Loans. 

 

 

The company uses both internal and external funds to finance its requirements. 

 

 

 

 

 

 

 

 

 

 

 

 

 



 
 

 

WORKING CAPITAL 

Working capital refers to that part of the firm’s capital which is required for financial 

short term (or) current assets such as cash, marketable securities debtors, funds thus invested 

in current assets keep involving fast and are being constantly converted in to cash and this 

cash flow out again exchange for other current assets. Hence it is also known as revolving 

(or) circular capital (or) short term capita. 

Changes in working capital from 2014-15 to 2018-19 

 

Years    Changes in working capital Amount  

2014-15 Increase 178388462 

2015-16 Decrease 561208511 

2016-17 Increase 383795117 

2017-18 Increase 18057035 

2018-19 Decrease 78108516 

 

 

 

 

 

 



 
 

 

GRAPH  REPRESESNTING THE CHANGES IN WORKING CAPITAL 

OF KCP FROM 2014-15 TO 2018-19 

 

INTERPRETATION 

FROM 2014-15 TO 2018-19 

             The K.C.P. sugars Ltd working capital is fluctuating during the study. 

                In the year 2014-15 the working capital is increased by Rs.17,83.88,462 and in the 

year 2018-19 it is heavily decreased i.e., Rs.56,12,08,511. 

              By comparing from the year 2014-15 to 2018-19 the working capital is fluctuating 

but the degree decreasing working capital very high when compared to the increasing 

working capital.         

 

 



 
 

ADJUSTED P&L A/C OF KCP &IC LTD 

FROM 2014-15 

YEARS FUNDS FROM OPERATION 

2014-15 93,49,32,515 

2015-16 14,94,68,510 

2016-17 4,19,75,675 

2017-18 31,51,64,361 

2018-19 47,65,83,873 

Graph representing the Adjusted p&l A/C 

 

INTERPRETATION 

                The K.C.P. sugars and Industries Corporation Ltd ,Adjusted profit and loss account 

is in the year from 2014-15 the Funds From operation is 93,49,32,515.and in next financial 

year from 2015-16 it was decreased to 14,94,68,510.and in the year 2016-17 it was 

4,19,75,675.in the year from 2017-18 the funds from operation is increased to 

31,51,64,361.and in the next financial year from 2018-19 it was increased to 47,65,83,873. 

     So the K.C.P. sugars and Industries Corporation Ltd will maintained the profits into the 

business. 

          



 
 

   SOURCES & APPLICATION OF FUNDS OF KCP FROM 2014--2015 

 

 

 

 

 

 

GRAPH REPRESENTING THE SOURCES & APPLICATION OF 
FUNDS FROM 2014-15 

 

 

INTERPRETATION 

The sources and application of the funds of kcp sugars is satisfactory. In the financial 

year the sources and application of the funds 2014-15 is 104,63,96,121,and it was decreased 

to in the year 2015-16 it was57,87,14,101, and in the year 2016-17 it was  increased to 

93,93,53,540 and in the year 2017-18 it was 39,63,69,451. 

            

                  And the financial year 2018-19 the sources and application of the funds is 

increased to 58,80,08,389. The company maintained sufficient funds.  

Years Sources & Application of funds 

2014-15 104,63,96,121 
2015-16 57,87,14,101 
2016-17 93,93,53,540 
2017-18 39,63,69,451 
2018-19 58,80,08,389 



 
 

 

 

 

 

 

 

 

 

 

CHAPTER 6 
FINDINGS & SUGGESTIONS 

 

 

 

 

 

 

 

 



 
 

 

FINDINGS 

 

1) The KCP Ltd. working capital was decreased in the year 2018-19 when compared to 

the other years. 

2) There have been major fluctuations in the working capital, which affect the current 

assets and current liabilities, and sources of the funds a lot.  

3) The relationship between the employees and management must be satisfactory as 

there have been occurred strikes during the years on account of failure of negotiations. 

4) During the study, it was also observed that the customers are allowed very long credit 

period i.e., 4 months 

5) Profits from the business operations are not consistent due to increase and decrease in 

the expenses of operational costs. 

 

 

 

 

 

 

 

 

 

 

 

 



 
 

 

SUGGESTIONS 

 

1) It is suggested to the company to increase the balance of Inventory as it is the direct 

indication of the higher Sales volume. 

2) During the study it was observed that the firms, Working capital had decrease from 

the year during the period of study. 

3) So the firm has to find ways to increase the sources of funds 

4) The financial manager should estimate correct sources from which funds have to be 

raised. 

5) The company should finance some parts of its current assets with short term funds. It 

should not depend on long term as they involve higher interest payments 

6) So, it can be suggested the company has maintain good liquidity position by 

concentrating on the increment of current assets.  
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BALANCE SHEET AS ON 31ST MARCH 2014-15 
SOURCES OF FUNDS 2014 2015 
Shareholder’s funds   
Share capital                                                                      
A 

   11,33,85,050   11,33,85,050 

Reserves and surplus                                                         
B 

1,27,84,18,716   90,12,44,947 

 1,39,18,03,766 1,01,46,29,997 
Loan funds        
Secured loans                                                                    
C 

   28,15,50,102   29,64,92,947 

Unsecured loans                                                                
D 

   21,96,22,000   24,46,95,000 

    50,11,72,102   54,11,87,947 
        
Deferred tax liability      
Deferred tax liability     25,03,97,136   20,99,52,818   
Less:- Deferred tax Assets      3,81,11,364     7,31,87,934 
    21,22,85,772   13,67,64,884 
TOTAL 2,10,52,61,640 1,69,25,82,828 
APPLICATION OF FUNDS   
Fixed assets            
Gross block                                                                       
E   

1,85,31,65,250 1,32,20,20,234 

Less: Depreciation     50,19,41,957    44,14,75,638 
Net block 1,35,12,23,923        88,05,44,596 
Capital working progress      4,58,43,001    16,43,32,340     
 1,39,70,66,294 1,04,48,76,936 
      
Investments      1,63,63,918     1,44,30,960 
Current assets, loan and advances   
Inventories                                                                        
G 

1,35,93,30,982 1,43,18,24,825 

Sundry debtors                                                                  
H 

   10,80,11,642       11,21,33,122 

Cash and bank balance                                                      
I 

     6,81,47,393            5,02,62,789      

Other current assets                                                           
J 

        15,13,709          10,21,849 

Loans and advances                                                          
K 

   46,65,45,285    38,99,83,272 

  200,35,49,011 1,98,52,25,857 
Less: current liabilities   131,17,17,583 1,35,19,50,925 
Current liabilities            
Provisions   
       
Net current assets    69,18,31,428    63,32,74,932 
   
TOTAL 2,10,52,61,640 1,69,25,82,828 
   
   

 



 
 

 

BALANCE SHEET AS ON 31ST MARCH 2015-16 

 

SOURCES OF FUNDS 2015 2016 
Shareholder’s funds   
Share capital                                                                      
A 

    11,33,85,050  

Reserves and surplus                                                         
B 

 1,27,84,18,716  

  1,39,18,03,766 1,01,46,29,997 

Loan funds       
Secured loans                                                                    
C 

    28,15,50,102   29,64,92,947 

Unsecured loans                                                                
D 

    21,96,22,000   24,46,95,000 

     50,11,72,102   54,11,87,947 

   

Deferred tax liability         

Deferred tax liability      25,03,97,136   20,99,52,818   
Less:- Deferred tax Assets       3,81,11,364     7,31,87,934 

    21,22,85,772   13,67,64,884 

TOTAL 2,10,52,61,640 1,69,25,82,828 

APPLICATION OF FUNDS           

Fixed assets       

Gross block                                                                       
E   

1,85,31,65,250 1,32,20,20,234 

Less: Depreciation     50,19,41,957    44,14,75,638 

Net block 1,35,12,23,923        88,05,44,596 
Capital working progress      4,58,43,001    16,43,32,340     

 1,39,70,66,294 1,04,48,76,936 

        
Investments      1,63,63,918     1,44,30,960 

Current assets, loan and advances   

Inventories                                                                        
G 

 1,35,93,30,982 1,43,18,24,825 

Sundry debtors                                                                  
H 

    10,80,11,642       11,21,33,122 

Cash and bank balance                                                      
I 

      6,81,47,393            5,02,62,789      

Other current assets                                                           
J 

         15,13,709          10,21,849 

Loans and advances                                                          
K 

    46,65,45,285    38,99,83,272 

   200,35,49,011 1,98,52,25,857 
Less: current liabilities    131,17,17,583 1,35,19,50,925 
Current liabilities            

Provisions   

       

Net current assets    69,18,31,428    63,32,74,932 

   

TOTAL 2,10,52,61,640 1,69,25,82,828 



 
 

                                                                              

BALANCE SHEET AS ON 31ST MARCH 2016-17 

SOURCES OF FUNDS 2016 2017 

Shareholder’s funds      

Share capital                                                                      
A 

   11,33,85,050     11,33,85,050 

Reserves and surplus                                                         
B 

1,44,75,96,744  1,27,84,18,716 

 1,56,09,81,794  1,39,18,03,766 

Loan funds     
Secured loans                                                                    
C 

  19,36,77,300     28,15,50,102 

Unsecured loans                                                                
D 

  17,99,22,000     21,96,22,000 

   37,35,99,300     50,11,72,102 

   

Deferred tax liability      
Deferred tax liability     29,58,16,139     25,03,97,136 

Less:- Deferred tax Assets      3,85,87,149       3,81,11,364 

    25,72,28,990    21,22,85,772 

TOTAL 2,19,18,10,084 2,10,52,61,640 
APPLICATION OF FUNDS   

Fixed assets    
Gross block                                                                       
E   

2,07,88,63,416 1,85,31,65,250 

Less: Depreciation     59,75,83,948    50,19,41,957 

Net block 1,48,12,79,468 1,35,12,23,923     

Capital working progress      7,28,45,659      4,58,43,001 

 1,55,41,25,127 1,39,70,66,294 

      

Investments    12,65,92,017      1,63,63,918 

Current assets, loan and advances   

Inventories                                                                        
G 

1,32,75,07,945  1,35,93,30,982 

Sundry debtors                                                                  
H 

   11,45,09,441     10,80,11,642    

Cash and bank balance                                                      
I 

   17,67,30,095       6,81,47,393       

Other current assets                                                           
J 

        28,08,246          15,13,709  

Loans and advances                                                          
K 

   14,02,58,734     46,65,45,285 

 1,76,18,14,461   200,35,49,011 

Less: current liabilities                                                   
L 

   131,17,17,583 

Current liabilities 1,16,87,78,350      
Provisions      8,19,43,171  

     

Net current assets    51,10,92,940    69,18,31,428 
   

TOTAL 2,19,18,10,084 2,10,52,61,640 

 



 
 

BALANCE SHEET AS ON 31ST MARCH 2017-18 

SOURCES OF FUNDS 2017 2018 
Shareholder’s funds   

Share capital                                                                      
A 

  11,33,85,050   11,33,85,050 

Reserves and surplus                                                         
B 

145,46,49,267 143,42,19,392 

 156,80,34,317 154,76,04,442 

Loan funds   

Secured loans                                                                    
C 

   27,46,77,379   43,88,86,979 

Unsecured loans                                                                
D 

   23,97,59,000   18,40,00,000 

    51,44,36,379   62,28,86,979 

   

Deferred tax liability   

Deferred tax liability     28,78,93,073   30,13,40,523 

Less:- Deferred tax Assets      3,41,85,093     4,74,62,323 
    25,37,07,980   25,38,78,200 

TOTAL  233,61,78,676 242,43,69,621 

APPLICATION OF FUNDS   
Fixed assets    

Gross block                                                                       
E   

217,85,03,874 216,25,26,621 

Less: Depreciation    79,66,49,926   70,11,93,785 

Net block 138,18,53,948 146,13,32,836 

Capital working progress     1,40,65,017     1,44,95,594 

 139,59,18,965 147,58,28,430 

   

Investments                                                                      
F 

    5,38,45,587   5,36,53,134 

Current assets, loan and advances   

Inventories                                                                        
G 

128,45,84,247 126,77,78,839 

Sundry debtors                                                                  
H 

    3,62,65,260     6,09,19,428 

Cash and bank balance                                                      
I 

    5,78,68,827   20,84,05,389 

Other current assets                                                           
J 

       18,15,538        23,12,881 



 
 

 

 

 

 

 

 

 

                           

                                                 

 

                                                                                                                                    

                                                            

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Loans and advances                                                          
K 

  21,44,20,338   20,23,86,069 

 159,49,54,210 174,18,02,606 

Less: current liabilities                                                   
L       

  

Current liabilities   59,53,89,436   73,47,84,951 

Provisions   11,31,50,650   11,21,29,598 
      

Net current assets   88,64,14,124 89,48,88,057 
   

TOTAL 233,61,78,674 242,43,69,621 



 
 

BALANCE SHEET AS ON 31ST MARCH 2018-19 

SOURCES OF FUNDS 2018 2019 

Shareholder’s  funds   

Share capital                                                      A               11,38,85,050   11,33,85,050 

Reserves and surplus                                         

B 

159,25,95,072 144,75,96,744 

 170,59,80,122 156,09,81,794 

Loan funds   

Secured loans                                                    C   15,08,00,583    27,46,77,379 

Unsecured loans                                                D   27,30,75,000    23,97,59,000 

   42,38,75,583    51,44,36,379 

   

Deferred tax liability   

Deferred tax liability   27,33,87,498    28,78,93,073 

Less:- deferred tax Assets     3,55,22,337      3,41,85,093 

   23,78,65,161    25,37,07,980 

TOTAL 236,77,20,866  233,61,78,676 

APPLICATION  OF FUNDS   

1.Fixed assets   

Gross block                                                         E  224,42,54,858 217,85,03,874 

Less: Deprecation   89,19,10,077   79,66,49,926 

Net block 135,23,44,781 138,18,53,948 

Capital working progress     1,74,77,285     1,40,65,017 

 136,98,22,066 139,59,18,965 

   

Investments                                          F   18,95,22,066     5,38,45,587 

Current assets, loans and advances   

Inventories                                                        G 110,98,19,602 128,45,84,247 

Sundry Debtors                                                   

H 

    5,05,57,226     3,62,65,260 

Cash and bank balances                                   I     5,35,11,251     5,78,68,827 

Other current assets                                          J        52,89,046        18,15,538 

Loans and advances                                            

K 

  30,25,24,380   21,44,20,338 

 152,17,01,505 159,49,54,210 

Less current liabilities and provisions                 

L 

  

Liabilities    57,67,90,672   59,53,89,436 

Provisions   13,66,05,225   11,31,50,650 

      

Net current assets   80,83,05,608   88,64,14,124 

   

TOTAL 236,77,20,866 233,61,78,674 
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CHAPTER-1 

INTRODUCTION 
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The growth of any economy depends on the extent of promoting investments in the corporate 

sector. The savings of the investors (or) the public have to be mobilized for a productive use 

and this is possible only by certain specialized agencies, who must also have the technique of 

attracting the investments. It is in this manner that the mutual funds came into existence to 

provide an investment opportunity to such people who do not want to take any risks. So, 

mutual funds, after mobilizing the deposits, invest them in various securities in such a manner 

that the investors are able to get a higher return without much risk. In addition to this, they 

also enjoy the benefits for their income. The ideal investment objective of a rational investor 

is expected to bemaximization of returns and minimization of risk. The investor has to choose 

proper investment depending on his objectives, preferences, needs and abilities to take a 

minimum risk and obtain maximum returns. 

Concept Of Mutual Fund 

SEBI (Mutual Funds) Regulations 1993 define Mutual fund as “a fund established in the 

form of a trust by a sponsor to raise monies by the trustee through the sale of units to the 

public under one or more schemes for investing in securities in accordance with these 

regulations”. A mutual fund is a company that invests, many of its money, in public traded 

securities, stocks and bond of business corporations. A mutual fund obtains its capital by 

issuing and selling its schemes to investors, typically small individual investors, who are 

company’s shareholders”. 

Mutual Fund is a trust that pools together the resources of investors to make a foray into 

investments in the capital market thereby making the investor to be a part owner of the assets 

of the mutual fund. The fund is managed by a professional money manager who invests the 

money collected from different investors in various stocks, bonds or other securities 

according to specific investment objectives as established by the fund. If the value of the 

mutual fund investments goes up, the return on them increases and vice versa. The net 

income earned on the funds, along with capital appreciation of the investment, is shared 

amongst the unit holders in proportion to the units owned by them. Mutual Fund is therefore 

an indirect vehicle for the investor investing in capital markets. In return for administering 

the fund and managing its investment portfolio, the fund manager charges fees based on the 

value of the fund’s assets. 
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Need For The Study 

The main purpose of doing this project was to know about mutual fund and its functioning. 

This helps to know in detail about mutual fund industry right from its inception stage, growth 

and future prospects. 

UTI plays an important role in Indian mutual fund industry. This study is focused on 

introduction growth and present status of UTI mutual fund  
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Objectives Of The Study 

The study is carried out with the following objectives; 

1. To study the role of SEBI in regulating Mutual Funds. 

2. To understand the various schemes offered by the UTI Mutual Fund  

3. To analyse the comparative performance of selected schemes of UTI Mutual Fund  

4. To offer various findings and suggestions to improve the performance of UTI MF. 
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Scope Of The Study  

As the study is confined to the performance of UTI Mutual Fund schemes which aims to 

provide comprehensive information of various investment options available to an individual 

and to help investor to choose the best alternative option keeping in mind their objectives of 

investment 

The offered research will bring out the performance of UTI MUTUAL FUND for 5financial 

years. 
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Limitations Of The Study 

 Mostly the data is related to the secondary data. 

 The product is restricted to only mutual funds. 

 The data is only limited to financial performance of the mutual funds. 

 The collected primary data is only from the one branch head of Vijayawada 

 The data is only limited to 5 years 

 Time is the critical factor limiting the study 
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CHAPTER-2 

INDUSTRY ANALYSIS 
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Mutual Fund Industry In The World 

At the very dawn of commercial history, Egyptians and Phoenicians were selling shares in 

vessels and caravans in order to spread the risk of these perilous ventures. The idea of 

pooling money dates back to 1822, when groups of people in Belgium established a company 

to finance investments innational industries under the name of ‘SocieteGenerale deBelgique’ 

incorporating the concept of risk sharing. The institution acquired securities from a wide 

range of companies and practiced the concept of mutual fund for risk diversification.  

The word ‘mutual’ denoted something to be done collectively by a group of people with the 

common objective of having mutual faith and understanding among themselves. ‘Fund’ was 

used in monetary terms, to collect some money from the members for a common objective 

like earning profits with joint efforts. 

 Mutual fund in America is basically the concept of Unit Trust of Britain. In U.S.A. mutual 

funds have come a long way since March 21, 1924 when the first fund, ‘Massachusetts 

Investment Trust’ was organised by the professors of Harvard University and offered shares 

to the public in 1926. But it was Sherman L Adams, the father of modern mutual fund, along 

with Charles Learoyd and Ashton Carr established a modest portfolio of 45 common stocks 

worth USD 50,000". The enactment of Securities Act of 1933, Investment Company Act 

of1940 and Investment Advisors Act of 1940, led to the revival of mutual funds in U.S.A. 

The value of securities owned by U.S.A. funds in 1950 was 2.5 billion USD. So, the 

accepting houses started rapidly to build up their skills and knowledge to deal with enlarged 

capital. 

The Mutual fund industry in Japan dates back to 1937. But an investment trust modelled on 

the unit trusts of U.K. was established only in 1941. Investment trusts in Japan were set up 

under the Securities Investment Law of 1951 with the three important characteristics namely 

contractual nature, open-end and flexibility. Prior to 1960s, the U.S.A. provident fund 

professional investment authorities were abhorrent of investing in equities as they are of in 

India today. In 1980s, because of high mutual fund returns, employees individual retirement 

accounts (IRA) enmasse shifted to equity option for their retirement fund. In stark contrast, 

Japan saw a 60 percent decline in Nikkei from 40,000 to 16,000 as a consequence of Japanese 

retail investors’ aversion to equities. With the increasing inflation and interest rates during 

1990s, the individual and institutional investors became extremely sensitive to the true value 

of money. The shift started towards non-intermediation, resulting in the growth of mutual 
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funds. Retail investments in US mutual funds were low because of the flatness of the market 

since 1966 till 1982. The value of securities owned by U.S.A fund houses increased from $ 

60 billion in 1960 to more than $100 billion in 1983. Since the beginning of 1990, investors 

have poured over half a trillion dollars into stock and bond mutual funds. In 1990, U.S.A. 

mutual fund industry consisted of 2,362 mutual funds with 39,614 thousands of investors 

holding $ 570.8 billions of assets. American investors embraced mutual funds with a fervour 

that even the most optimistic fund executives could not have predicted. By the end of 1994 in 

U.S.A., mutual funds had become the second largest financial institution, after the banking 

sector, holding assets worth $2161.4 billion.  

In 1995, U.K. equity income category had the highest number of account holders (11,86,365) 

The popularity of mutual funds among retail investors was further driven by changes in 

retirement fund investment norms where employees at large were allowed to choose asset 

allocation between equities and debt. In December 1995, the European community issued a 

directive to coordinate laws, regulations and the administrative provisions relating to mutual 

funds and was popularly known as Undertakings for Collective Investment in Transferable 

Securities. The directive established a common regulatory scheme for investment policies, 

public disclosure, structure of organisation, and regulations to encourage the growth of 

mutual funds all over the world, which led the momentum in many countries in the Asia-

Pacific region with a big bang, including Hong Kong, Thailand, Singapore and Korea. The 

mutual fund in its present structure is a Twentieth Century phenomenon. Globally there were 

thousands of funds offering varied schemes with different investment objectives and options.  

Mutual funds emerged as the most important investment vehicle for household investments in 

U.S.A. with the basic objective of allowing small investors to partake in the capital market by 

investing in a wide portfolio of stocks so as to reduce risk. At the end of first quarter of 2013, 

the assets of worldwide mutual funds stood at $ 27.86 trillion while the assets of equity funds 

contributed for 41 percent. The asset share of bond fund was 26 percent, and the asset share 

of balanced, and mixed funds was 12 percent, money market fund assets represented 17 

percent, and others four percent of the world wide total. 
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Mutual Fund Industry In India 

The mutual fund industry in India started in 1963 with the formation of Unit Trust of India, at 

the initiative of Government of India and Reserve Bank of India. The history of mutual funds 

in India can be broadly divided into four distinct phases.  

First Phase (1964-87) 

Unit Trust of India (UTI) was established on 1963 by an Act of Parliament. It was set up by 

the Reserve Bank of India and functioned under the Regulatory and administrative control of 

the Reserve Bank of India. In 1978 UTI was de-linked from the RBI and the Industrial 

Development Bank of India (IDBI) took over the regulatory and administrative control in 

place of RBI. The first scheme launched by UTI was Unit Scheme 1964. At the end of 1988 

UTI had Rs. 6,700 crores of assets under management. 

Second Phase (1987-1993) 

1987 marked the entry of non-UTI, public sector mutual funds set up by public sector banks 

and Life Insurance Corporation of India (LIC) and General Insurance Corporation of India 

(GIC). SBI Mutual Fund was the first non-UTI Mutual Fund established in June 1987 

followed by Canara bank Mutual Fund (December, 1987), Punjab National Bank Mutual 

Fund (August, 1989), Indian Bank Mutual Fund (November 1989), Bank of India (June, 

1990), Bank of Baroda Mutual Fund (October, 1992). LIC established its mutual fund in June 

1989 while GIC had set up its mutual fund in December, 1990. At the end of 1993, the 

mutual fund industry had assets under management of Rs. 47,004 crores. 

Third Phase (1993-2003) 

With the entry of private sector funds in 1993, a new era started in the Indian mutual fund 

industry, giving the Indian investors a wider choice of fund families. Also, 1993 was the year 

in which the first Mutual Fund Regulations came into being, under which all mutual funds, 

except UTI, were to be registered and governed. The erstwhile Kothari Pioneer (now merged 

with Franklin Templeton) was the first private sector mutual fund registered in July, 1993. 

The 1993 SEBI (Mutual Fund) Regulations were substituted by a more comprehensive and 

revised Mutual Fund Regulations in 1996. The industry now functions under the SEBI 

(Mutual Fund Regulations 1996). The number of mutual fund houses went on increasing, 
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with many foreign mutual funds setting up funds in India and also the industry has witnessed 

several mergers and acquisitions. As at the end of January 2003, there were 33 mutual funds 

with total assets of Rs. 1,21,805 crores. The Unit Trust of India with Rs. 44, 541 crores of 

assets under management was way ahead of other mutual funds.  

Fourth Phase (Since February 2003) 

In February 2003, following the repeal of the Unit Trust of India Act 1963 UTI was 

bifurcated into two separate entities. One is the Specified Undertaking of the Unit Trust of 

India with assets under management of Rs.29, 835 crores as at the end of January 2003, 

representing broadly, the assets of Unit Scheme (US)-64, assured return and certain other 

schemes. The Specified Undertaking of Unit Trust of India, functioning under an 

administrator and under the rules framed by Government of India, does not come under the 

purview of the Mutual Fund Regulations. The second is the UTI Mutual Fund, sponsored by 

SBI, PNB, BOB, and LIC. It is registered with SEBI and functions under the Mutual Fund 

Regulations. With the bifurcation of the erstwhile UTI which had in March 2000 more than 

Rs. 76,000 crores of assets under management and with the setting up of a UTI Mutual Fund, 

conforming to the SEBI Mutual Fund Regulations, and with recent mergers taking place 

among different private sector funds, the mutual fund industry has entered its current phase of 

consolidation and growth. 

In India, mutual funds as vehicles of mobilization and channels of funds towards the 

securities market, as exposed in the graph indicates improvement in total net assets from 

Rs.25 crores, by the end of 1964-65 to Rs.47,734 crores as on March 31, 1993, and touched 

Rs.2,31,862 crores as on March 31, 2006 as shown in the graph . The industry held total net 

assets worth Rs.8,16,657 crores as on March 31, 2013 through 1294 schemes.  
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Mutual Funds Structure In India 

For anybody to become well aware about mutual funds, it is imperative for him or her to 

know the structure of a mutual fund. How does a mutual fund come into being? Who are the 

important people in a mutual fund? What are their roles? Etc. We will start our understanding 

by looking at the mutual fund structure in brief. 

Mutual Funds in India follow a 3-tier structure. There is a Sponsor (the First tier), who 

thinks of starting a mutual fund. The Sponsor approaches the Securities & Exchange Board of 

India (SEBI), which are the market regulator and also the regulator for mutual funds. Not 

everyone can start a mutual fund. SEBI checks whether the person is of integrity, whether he 

has enough experience in the financial sector, his net worth etc. Once SEBI is convinced, the 

sponsor creates a Public Trust (the Second tier) as per the Indian Trusts Act, 1882. Trusts 

have no legal identity in India and cannot enter into contracts, hence the Trustees are the 

people authorized to act on behalf of the Trust. Contracts are entered into in the name of the 

Trustees. Once the Trust is created, it is registered with SEBI after which this trust is known 

as the mutual fund. It is important to understand the difference between the Sponsor and the 

Trust. They are two separate entities. Sponsor is not the Trust; i.e. Sponsor is not the Mutual 

Fund. It is the Trust which is the Mutual Fund. The Trustees role is not to manage the 

money. Their job is only to see, whether the money is being managed as per stated objectives. 

Trustees may be seen as the internal regulators of a mutual fund. 

 

Structure Of Mutual Fund In Indian Industry 

The Indian Mutual Fund industry is dominated by the Unit Trust of India which has a total 

corpus of 700 Billion collected from over 20 million investors. The UTI has many funds/ 

schemes in all categories i.e. Equity, balanced, income etc. With some being open ended and 

some being closed ended. The Unit scheme 1964 commonly referred to as US 64, which is a 

balanced fund, is the biggest scheme with a corpus of about 200 billion. UTI was floatedby 

financial institutions and is governed by a special act of Parliament. The second largest 

categories of mutual funds are the ones floated by nationalized banks. Can bank asset 

management floated by Canary Bank and SBI Funds Management floated by State Bank of 

India are the largest of these. GIC AMC floated by General Insurance Corporation and 
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JeevanBimaSahayog AMC floated by the LIC are some of the other prominent ones. The 

aggregate corpus of the funds managed by this category of AMC’s is around Rs.150. 

 

 

STRUCTURE OF MUTUAL FUNDS 
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Role Of Sponsor 

Sponsor is the person who acting alone or in combination with another body corporate 

establishes a mutual fund. Sponsor must contribute at least 40% of the net worth of the 

Investment Managed and meet the eligibility criteria prescribed under the Securities and 

Exchange Board of India (Mutual Funds) Regulations, 1996.The Sponsor is not responsible 

or liable for any loss or shortfall resulting from the operation of the Schemes beyond the 

initial contribution made by it towards setting up of the Mutual Fund.    

 Role Of Trust 

The Mutual Fund is constituted as a trust in accordance with the provisions of the Indian 

Trusts Act, 1882 by the Sponsor. The trust deed is registered under the Indian Registration 

Act, 1908.  

Role Of SEBI 

In the year 1992, Securities and Exchange Board of India (SEBI) Act was passed. The 

objective of SEBI is – to protect the interest of investors in Securities and to promote the 

development of and to regulate the securities market. SEBI formulates policies and regulates 

the mutual funds to protect the interest of the investors. 

Role Of Trustee 

Trustee is usually a company (corporate body) or a Board of Trustees (body of individuals). 

The main responsibility of the Trustee is to safeguard the interest of the unit holders and inter 

alias ensure that the AMC functions in the interest of investors and in accordance with the 

Securities and Exchange Board of India (Mutual Funds) Regulations, 1996, the provisions of 

the Trust Deed and the Offer Documents of the respective Schemes. At least 2/3rd directors 

of the Trustee are independent directors who are not associated with the Sponsor in any 

manner. 

The Trustee will take into custody and hold under its control all the property of the Fund in 

trust for the Unit holders. The cash and registrable assets shall be deposited or registered in 

the name of or to the order of the Trustee. 

The Trustee will carry out the instructions of the Management Company in all matters 

including investment and disposition of the Fund Property, unless they are in conflict with the 

Deed, the Rules and the Offering Document(s) or applicable laws. It shall also ensure that all 
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issues and cancellations of Units of the Fund and the method adopted by the Management 

Company in valuing Units for the purposes of determining the Offer and Redemption Prices 

are carried out in accordance with the provisions of the Deed and the Rules. 

Role Of Asset Management Company (Amc) 

              The company that manages a Mutual Fund is called an AMC. For all practical 

purposes, it is an organized form of a "Money Portfolio Manager". An AMC may have 

several Mutual Fund schemes with similar or varied investment objectives. The AMC hires a 

professional money manager, who buys and sells securities in line with the fund's stated 

objective The Trustee as the Investment Manager of the Mutual Fund appoints the AMC. The 

AMC is required to be approved by the Securities and Exchange Board of India (SEBI) to act 

as an asset management company of the Mutual Fund. Atlas 50% of the directors of the AMC 

is an independent director who is not associated with the Sponsor in any manner. The AMC 

must have a net worth of at least 10 crore at all times.  

Role Of Registrar And Transfer Agent 

The AMC if so authorized by the Trust Deed appoints the Registrar and Transfer 

Agent to the Mutual the Registrar processes the application form; redemption requests and 

dispatches account statements to the unit holders. The Registrar and Transfer agent also 

handles communications with investors and updates investor records. 

Role Of The Government 

               SECP not only regulates the Mutual Fund industry but all stock exchanges in 

Pakistan, all listed companies, the insurance industry, investment banking sector and the 

stock brokerage business. The SECP has established and continues to develop a stringent set 

of rules and requirements and an organization has to abide by them inorder to operate as an 

Asset Management Company. The Management Company falls under the regulations of 

SECP, SBP 
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Types Of Amcs Indian Context 

The following are the types of AMCs we have in India. 

 AMCs owned by banks 

 AMCs owned by financial institutions 

 AMCs owned by the Indian private sector companies 

 AMCs owned jointly by Indian &foreign investors 

The Sponsors Of Association Of Mutual Funds In India (AMFI) 

Association of Mutual Funds in India is an industry standards organisation in india. It was 

formed in 1995. The main of the organization is to develop the mutual funds market in india, 

by providing ethical and professional standards 

Bank Sponsored Institutions  

 SBI fund management ltd. 

 BOB asset management co ltd. 

 CANBANK investment management services ltd. 

 UTI asset management pvtltd. 

 JEEVANBIMA SAHAYOG asset management coltd. 

 

Private Sector Indian Institutions 

 BENCHMARK asset management company pvtltd 

 CHOLAMANDALAM asset management company ltd 

 CREDIT capital asset management company ltd 

 ESCORTS asset management ltd 

 JIM financial mutual funds 

 KOTAK MAHINDRA asset management company ltd 

 RELIANCE capital asset management ltd. 

 SAHARA asset management company pvtltd. 

 SUNDARAM asset management co.ltd. 

 TATA asset management pvt.ltd. 
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Predominantly India Joint Ventures  

 BIRLA SUN LIFE asset management co.ltd 

 DSP Merrill lynch fund managers limited 

 HDFC asset management co.ltd 

 

Know Your Customer 

Know Your Customer' (KYC) Guidelines – Anti Money Laundering Standards 

Banks were advised to follow certain customer identification procedure for opening of 

accounts and monitoring transactions of a suspicious nature for the purpose of reporting it to 

appropriate authority. These ‘Know Your Customer’ guidelines have been revisited in the 

context of the Recommendations made by the Financial Action Task Force (FATF) on Anti 

Money Laundering (AML) standards and on Combating Financing of Terrorism (CFT). 

These standards have become the international benchmark for framing Anti Money 

Laundering and combating financing of terrorism policies by the regulatory authorities. 

Compliance with these standards both by the banks/financial institutions and the country has 

become necessary for international financial relationships.  

Once the policy framework is ready and implemented by a bank, the instructions 

issued vide this circular will supersede all instructions issued on ‘Know Your Customer’ and 

Anti-Money Laundering measures till date. 

 

Know Your Customer' Standards 

The objective of KYC guidelines is to prevent banks from being used, intentionally or 

unintentionally, by criminal elements for money laundering activities. KYC procedures also 

enable banks to know/understand their customers and their financial dealings better which in 

turn help them manage their risks prudently. Banks should frame their KYC policies 

incorporating the following three key elements: 

 Customer Acceptance Policy; 

 Monitoring of Transactions; and 

 Risk management. 
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For the purpose of KYC policy, a ‘Customer’ may be defined as: 

 A person or entity that maintains an account and/or has a business relationship with the 

bank 

 One on whose behalf the account is maintained (i.e. The beneficial owner); 

 Beneficiaries of transactions conducted by professional intermediaries, such as stock 

brokers, chartered accountants, solicitors etc. As permitted under the law, and 

 Any person or entity connected with a financial transaction which can pose significant 

reputational or other risks to the bank, say, a wire transfer or issue of a high value 

demand draft as a single transaction. 

Customer Acceptance Policy (Cap) 

Banks should develop a clear Customer Acceptance Policy laying down explicit criteria for 

acceptance of customers. The Customer Acceptance Policy must ensure that explicit 

guidelines are in place on the following aspects of customer relationship in the bank 

 No account is opened in anonymous or fictitious/ benami name(s); 

 Parameters of risk perception are clearly defined in terms of the nature of business 

activity, location of customer and his clients, mode of payments, volume of turnover, 

social and financial status etc. to enable categorization of customers into low, medium 

and high risk (banks may choose any suitable nomenclature viz. level I, level II and 

level III ); customers requiring very high level of monitoring, e.g. Politically Exposed 

Persons may, if considered necessary, be categorized even higher; 

 Documentation requirements and other information to be collected in respect of 

different categories of customers depending on perceived risk and keeping in mind the 

requirements of PML Act, 2002 and guidelines issued by Reserve Bank from time to 

time; 

 Not to open an account or close an existing account where the bank is unable to apply 

appropriate customer due diligence measures i.e. bank is unable to verify the identity 

and /or obtain documents required as per the risk categorisation due to non-

cooperation of the customer or non-reliability of the data/information furnished to the 

bank. It may, however, be necessary to have suitable built in safeguards to avoid 
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harassment of the customer. For example, decision to close an account may be taken 

at a reasonably high level after giving due notice to the customer explaining the 

reasons for such a decision; 

 Circumstances, in which a customer is permitted to act on behalf of another 

person/entity, should be clearly spelt out in conformity with the established law and 

practice of banking as there could be occasions when an account is operated by a 

mandate holder or where an account may be opened by an intermediary in the 

fiduciary capacity and 

 Necessary checks before opening a new account so as to ensure that the identity of the 

customer does not match with any person with known criminal background or with 

banned entities such as individual terrorists or terrorist organizations etc. 

Banks may prepare a profile for each new customer based on risk categorization. The 

customer profile may contain information relating to customer’s identity, social/financial 

status, nature of business activity, information about his clients’ business and their location 

etc. The nature and extent of due diligence will depend on the risk perceived by the bank. 

However, while preparing customer profile banks should take care to seek only such 

information from the customer which is relevant to the risk category and is not intrusive. The 

customer profile will be a confidential document and details contained therein shall not be 

divulged for cross selling or any other purposes. 

It is important to bear in mind that the adoption of customer acceptance policy and its 

implementation should not become too restrictive and must not result in denial of banking 

services to general public, especially to those, who are financially or socially disadvantaged. 

 

Monitoring Of Transactions 

Ongoing monitoring is an essential element of effective KYC procedures. Banks can 

effectively control and reduce their risk only if they have an understanding of the normal and 

reasonable activity of the customer so that they have the means of identifying transactions 

that fall outside the regular pattern of activity. However, the extent of monitoring will depend 

on the risk sensitivity of the account. 

 Banks should pay special attention to all complex, unusually large transactions and 

all unusual patterns which have no apparent economic or visible lawful purpose. The bank 

may prescribe threshold limits for a particular category of accounts and pay particular 

attention to the transactions which exceed these limits. Transactions that involve large 
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amounts of cash inconsistent with the normal and expected activity of the customer should 

particularly attract the attention of the bank. Very high account turnover inconsistent with the 

size of the balance maintained may indicate that funds are being 'washed' through the 

account.  

 

High-risk accounts have to be subjected to intensify monitoring. Every bank should 

set key indicators for such accounts, taking note of the background of the customer, such as 

the country of origin, sources of funds, the type of transactions involved and other risk 

factors.  

Banks should put in place a system of periodical review of risk categorization of 

accounts and the need for applying enhanced due diligence measures. Banks should ensure 

that a record of transactions in the accounts is preserved and maintained as required in terms 

of section 12 of the PML Act, 2002. 

It may also be ensured that transactions of suspicious nature and/ or any other type of 

transaction notified under section 12 of the PML Act, 2002, is reported to the appropriate law 

enforcement authority.Banks should ensure that its branches continue to maintain proper 

record of all cash transactions (deposits and withdrawals) of Rs.10 lakhs and above. The 

internal monitoring system should have an inbuilt procedure for reporting of such 

transactions and those of suspicious nature to controlling/ head office on a fortnightly basis. 

Risk Management 

The Board of Directors of the bank should ensure that an effective KYC programme 

is putinplace by establishing appropriate procedures and ensuring their effective 

implementation. It should cover proper management oversight, systems and controls, 

segregation of duties, training and other related matters. Responsibility should be explicitly 

allocated within the bank for ensuring that the bank’s policies and procedures are 

implemented effectively. Banks may, in consultation with their boards, devise procedures for 

creating Risk Profiles of their existing and new customers and apply various Anti Money 

Laundering measures keeping in view the risks involved in a transaction, account or 

banking/business relationship. 

Banks’ internal audit and compliance functions have an important role in evaluating and 

ensuring adherence to the KYC policies and procedures. As a general rule, the compliance 

function should provide an independent evaluation of the bank’s own policies and 
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procedures, including legal and regulatory requirements. Banks should ensure that their audit 

machinery is staffed adequately with individuals who are well-versed in such policies and 

procedures. Concurrent/ Internal Auditors should specifically check and verify the 

application of KYC procedures at the branches and comment on the lapses observed in this 

regard. The compliance in this regard may be put up before the Audit Committee of the 

Board on quarterly intervals. 

Banks must have an ongoing employee training programme so that the members of 

the staff are adequately trained in KYC procedures. Training requirements should have 

different focuses for frontline staff, compliance staff and staff dealing with new customers. It 

is crucial that all those concerned fully understand the rationale behind the KYC policies and 

implement them consistently. 

Customer Education 

Implementation of KYC procedures requires banks to demand certain information from 

customers which may be of personal nature or which have hitherto never been called for. This 

can sometimes lead to a lot of questioning by the customer as to the motive and purpose of 

collecting such information. There is, therefore, a need for banks to prepare specific 

literature/ pamphlets etc. so as to educate the customer of the objectives of the KYC 

programme. The front desk staffs needs to be specially trained to handle such situations while 

dealing with customers. 
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History Of Unit Trust Of India  

The business sentiments were down after India & China war in 1962 and it was very difficult 

for new as well as existing entrepreneurs to raise fund in the market. Investors were not 

coming forward because of lack of confidence and in order to infuse confidence and 

channelize small investors savings to capital market, Government of India established Unit 

Trust of India in 1963. The trust was modelled in line with unit trusts in England. It was 

world's first public sector unit trust. 

 The foundation of Mutual Fund was laid down by the then honourable Finance Minister Mr. 

T. T. Krishnamachari (Finance Minister of India -1956-68 & 1964-66) who envisioned the 

idea of a Unit Trust, as a vehicle to mobilise savings of the community and invest them in the 

capital market. UTI bill was presented in Lok Sabha on December 5, 1963, then a week later 

in Rajya Sabha and got President Sri S. Radhakrishnan’s assent on December 30, 1963 and 

finally became the Unit Trust of India Act, 1963 (Act 52 of 1963).  

UTI was officially born on February 1, 1964 and the sale of first scheme started from July 1, 

1964. The scheme was called as US-64 (Unit Scheme -64). The scheme was under operation 

for 37 years till June-2001 when it was closed due to its inherent weaknesses & capital 

market turmoil. It is to mention here that the first scheme US-64 was never set up as a 

present-day Mutual Fund scheme disclosing day to day Net Asset Value; rather it was based 

on an administered price mechanism decided by the Management. This made the policy 

makers to close all schemes of UTI having administered price mechanism and having assured 

returns in 2003, as administering price and assuring returns is against the basic principles of 

mutual fund concept. 

The initial capital of UTI was rupees five crores which has been contributed as under. 

i. Reserve Bank of India        Rs. 2.50 crores 

ii. Life Insurance Corporation of India      Rs. 0.75 crores 

iii. State Bank of India and its Subsidiary Banks     Rs. 0.75 crores 

iv. Schedule Banks and notified financial      Rs. 1.00 crores 

institutions 

Total          Rs. 5.00 crores 
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The contribution of initial capital of the UTI as per Sec(2) of the UTI Act, 1963 by its 

original owners. The initial capital forms part of Unit Scheme-64 and the subscribers hold 

units in that schemes. In 1975, the UTI Act was amended and by virtue of the amendment, 

the Industrials Development Bank of India (IDBI) took over the rights and responsibilities of 

RBI under the Act and the share of the initial held by RBI was transferred to and vested in 

IDBI. 

 The general superintendence, direction and management of the affairs and business of UTI 

rests in a Board of Trustees which exercised all powers and does all acts and functions which 

may be exercised by UTI. The composition of the Board of Trustees is as follows.  

The Chairman to be appointed by the Central Government in Consultation with Industrial 

Development Bank of India (IDBI, the Leader in the Indian Capital Market). One trustee to 

be nominated by RBI. Four trustees to be nominated by IDBI of whom not less than three 

persons having special knowledge or experience in commerce, industry, banking, finance or 

investment. One trustee each to be nominated by LIC and SBI. Two trustees to be elected by 

other contributing institutions viz., scheduled banks and their subsidiary banks and notified 

financial institutions. An executive trustee to be appointed by IDBI, provided that such an 

appointment may not necessary if the chairman is whole time. The board meets not less than 

six times in a year and at least once in two months. 

Executive Committee Of UTI 

The UTI operates through an executive committee structure. The committee is given powers 

subject to such general and or special directions as the Board may feel fit, from time to time. 

It has the power to deal with any matter with the competence of UTI. The Executive 

Committee consists of the Chairman of the Board and two other trustees nominated by IDBI. 

The executive committee usually meets once in a month. 

 The day to day business operations of UTI are looked after by the full time Chairman. He is 

assisted by a team of Executive Directors and Chief General Managers. Presently eight 

Executive Directors and twelve Chief General Managers are involved in the business. 

 UTI has a three-tier organizational set up with a corporate office, Four Zonal Offices and 

Fifty Four Branch offices. It has about 6.71 crores unit holding accounts under 46 domestic 

schemes having investible funds at market value as on 31% December 2013 of Rs.700.57 
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billion. In addition, it has six off shore funds and four venture capital funds. Its management 

expenses amount to about one percent of the investible funds.  

There is an Audit Committee consisting of five trustees, which reviews the systems and 

control and interacts with the internal and external auditors. In addition to the Board and 

committee, there are a number of committees constituted by the executives of the UTI.  

A first-tier audit committee reviews the reports of all sections and department of UTI and 

initiates necessary corrective action. An investment valuation committee reviews the systems 

and practice the valuation of securities. Primary market investment committee handles 

primary market proposals. Property management committee appraises proposals approved by 

building committee and an internal committee for settlement dues. 

Borrowing Power 

 There may be occasions for the trust to buy in bulk the shares and debentures of many 

industrial concerns and institutions. When the resources are found to be inadequate to meet 

its requirements, the UTI is authorized to borrow from the Reserve Bank of India, or the 

Government or any other authority. 

Power To Make Schemes 

Under sec.21(1) of the Unit Trust of India Act, 1963, the Board of Trustees has been 

authorized to offer various schemes to the public for the purpose of providing facilities for 

participation in the income, profits and gains arising out of the acquisition, holding, 

management or disposal of securities by the UTIL 

Network Of UTI 

The core strength of UTI has been to build a large number of small investors who have 

remained with UTI for long years. In all, as on 31 March, 2013 UTI has 76 schemes in 

operation with above 6.71 crores unit holding accounts. UTI is well entrenched among 

investors and savers in each and every district of the country. UTI has wide marketing 

network of 54 branches, 292 main branches, 190 collection centres 53 franchise offices and 

over90,000 agents’. UTI has a well-knit distribution network to attract and provide sufficient 

service to unit holders in all parts of the country. They are committed to strengthen their 

marketing network and make give it a total investment trusts to quicken and better the 

investor’s services.  
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UTI Mutual Fund has a track record of managing a variety of schemes catering to the needs 

of every class of citizens. It has a nationwide network consisting of 146 UTI Financial 

Centres (UFCs) and UTI International offices in London, Dubai, Bahrain and Singapore. 

Reliability 

UTI Mutual Fund (UTIMF) has consistently reset and upgraded transparency standards. All 

the branches, UFCs and registrar offices are connected on a robust IT network to ensure cost-

effective quick and efficient service. All these have evolved UTIMF to position as a dynamic, 

responsive, restructured, efficient and transparent entity, fully compliant with SEBI 

regulations.  

UTI is considered a leader in the mutual fund’s scenario, being the first to have been 

established in India and is also the largest and a providing wide range of products patronized 

by investors, both individual and institutional large way. The product life cycle of these 

schemes has not been studied properly. But during the later nineties, UTI faces severe 

challenges with its unit schemes US-64 due to mismanagement. The problems of US-64 that 

has snow balled has been hogging all the headlines in all dailies during nineties. With the 

entry of private sector mutual funds offer with attractive schemes, UTI confronted 

competition from several fronts. As a result, shares of UTI investment in the industry is 

gradually decreasing as the private sector mutual funds capture a substantial portion of total 

resource mobilization in the industry. In view of the above problem of UTI, the cabinet 

approved and passed to repeal the UTI Act, 1963 and the SEBI Act. This paves the way for 

recast of the UTI and overhaul of market watch dog and SEBI hence organizational structure. 

The setting up of a UTI mutual fund conforming to the SEBI mutual fund regulations, led the 

UTI Mutual Fund to merge lot of existing schemes into new schemes which have been 

affected since March 2003. However, mutual fund has emerged as an important segment of 

financial market in India, leading to merger and acquisitions in UTI Mutual fund schemes. 

The present work is concentrated on, after the mergers and acquisition undertaken by UTI 

Mutual Fund, the performance of its schemes over a period of operations under the SEBI 

mutual fund regulated environments. Specifically, the researcher attempts to bring out 

performance of selected schemes where investors invest in terms of huge value of funds 

involved in the UTI mutual fund. It would be of useful to the investors. 
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THE OBJECTIVES AND FUNCTIONS OF UTI 

Objectives Of UTI 

Its main objectives are to mobilize savings, particularly from the low- and middle-income 

groups, to channelize these savings into productive investment and to provide an assured 

income to savers. It provides the savers with expert investment services, portfolio 

management and assured income. 

The objectives of setting up UTI are clearly stated in the mission statement: 

 Meeting an investor's diverse income and liquidity needs through appropriate 

schemes. 

 To offer superior possible returns on his investment. 

 To render him efficient and prompt services beyond customer expectations. 

 To encourage saving and investment habits among common people in India. 

 To help investors to realise the prosperity of the capital market through risk 

 diversification. 

 To develop highest degree of pride and self esteem among employees to provide best 

services to investors. 

The Main Functions Of UTI 

 Encourage savings of common men.(lower and middle class people) 

 To sell units to investors across the country.  

 To convert the savings of common people into industrial finance. 

 Opportunity to share the benefits of industrialisation in the county. 

 To provide liquidity to units. 

The first Executive Trustee of UTI Mr. Pendharkar had mentioned about the events and 

processes that took place before setting the trust. According to him, the then President of 

World Bank Mr George Woods visited India and provided valuable inputs before UTI was set 

up. Even though it was set up by Government of India, no capital was contributed by 

Government. The initial capital of Rs. 5 crores were contributed jointly by RBI (2.5 crore), 
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LIC (0.75 crore), SBI & Subsidiary Banks (0.75 crore) and Other scheduled banks & 

institutions (1 crore). RBI was asked to monitor UTI and appoint Chairman in consultation 

with Government of India. 

The Board of Trustees are appointed by nominees from RBI, LIC, SBI and other contributing 

institutions and they were responsible to took care of general directions and management of 

the affairs of the institution for the welfare of the unit holders. As UTI as an organisation has 

not contributed any share capital, the organisation used to function on no loss no profit basis. 

The First Scheme Unit Scheme- 64 (Us-64) 

The first scheme launched by UTI was Unit Scheme-64 (US-64) on July 1, 1964 as a 

balanced scheme investing in equity as well as corporate debt. It was very successful among 

middle class investors. In the first year the scheme mobilised around Rs.19 crore and 

distributed a dividend of 6.1%. With increasing popularity of the scheme, unit reinvestment 

plan was introduced where the investor has the option to reinvest the entire dividend amount 

in the same scheme. In 1969, Voluntary Saving Plan in US-64 was introduced to help small 

investors to acquire unit through periodic subscriptions. This is equivalent to the present-day 

SIP (Systematic Investment Plan). 

The accounting period for US-64 was from July 1 to June 30 of every year in those days. As 

on June 30, 2001 the US-64 asset under management (AUM) was Rs.16,509 crore (at cost) 

with 1.9 crore unit holding accounts. In terms of unit holding account 99% were held by 

individual and 1% by institutions. 

Unit Holding Pattern of US-64 as on June 30, 2001    

US-64 unit 

capital on 

June 

30,2001 

No of Unit 

holding 

accounts 

% of 

individual 

account 

holders 

% of 

institutional 

account 

holders 

% US – 64 unit 

capital held by 

individuals 

% of us-64 

assets held by 

institutions 

Rs. 12786 1.9 crores 99% 1% 71% (9086 cr) 29% (3700 cr) 

Though UTI was set up for small investors, investing in UTI was favoured by many 

institutions after a major tax concession was offered in budget 1990-1991. According to the 

tax concession, the dividends received from UTI used to be completely tax free provided the 

company declares dividends higher than what they receive from UTI. Because of this 
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concession the share of institutional investment in US-64 capital had gone up to 57% during 

1996 

The importance of US-64 can be understood from the fact that the assets under management 

of US-64 was 30% of total assets of UTI & 17% of mutual fund industry as on June 30, 

2001.However the schemes had some weaknesses which made it vulnerable, leading to it’s 

closure in 2001 and bifurcation of UTI into UTI-1 and UTI-2 

The Situations Led To Us-64 Problems And It’s Closure  

 Mutual funds scheme do not offer any assurance or guarantee on returns to investors but 

deliver market linked returns. However US-64 was not a mutual fund scheme purely 

linked to market rather it was administered. The sale and re-purchase prices were 

announced in July and these prices were progressively increased every month till May of 

the next year. The prices were administered by UTI without reflecting the true market 

value of the units. Dividends were distributed regularly on the units of US 64, sometime 

even without earning or booking profit. This creates problem when market was highly 

volatile and there was a big difference between the US-64 quoted price and actual market 

value.  

 The scheme was changed from a predominantly debt-oriented scheme (with 80:20 Debt 

equity ratio) during 1986 to a predominantly equity-oriented scheme (with 37:63 debt 

equity ratio) during 1998. The underperformance of equity portfolio for a long period 

after 1995 eroded the market value of US-64. 

 In 1986, there was an amendment to UTI Act by which the scope of UTI's activities were 

enhanced and the trust was allowed to do term lending like financial institutions & banks, 

invest in real estate, make government financing etc. Some of the term lending went 

wrong and the high gross NPA (non-performing assets) of more than 20% in the debt 

portion of the US-64 portfolio made things worse. Mutual funds are not supposed to do 

term lending other than investments in tradable securities.  

 For some of the suspected investments in dubious companies and some of 

thecommercially not viable policy decisions like declaring US-64 dividends dipping into 

reserves in the years 1995, 1996 and 1997.  

 US-64 was not disclosing portfolio as mandated in SEBI regulations and not disclosing 

the NAV of the units. During 1998 Deepak Parekh committee was set up to review 

functioning of US-64 scheme. The committee made 19 recommendations out of which 10 
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were immediately implemented, 6 were under implementation by 2001, but 3 important 

recommendations were ignored which are as below: 

a. The US-64 should be NAV linked within 3 years 

b. There should be a separate Asset Management Company for US-64. 

c. The Board of UTI should be enlarged. 

Had the above recommendations been implemented in time bound manner, probably 

thesituation would have been different. 

 The Deepak Parekh committee had also recommended decreasing equity and increasing 

debt in the portfolio over a period of time, however the equity component was increased 

up to 75% by 2001. Hence, when the market crashed the scheme was a major hit due to 

higher exposure of equity component. This is further aggravated by unusual large-scale 

withdrawal by Institutional investors and UTI suspended the scheme from 2.7.2001. 

 Erosion of public confidence due to negative media reports and anticipation of large-scale 

redemption pressure made UTI to suspend the scheme for purchase and redemption. As 

UTI is perceived to have Govt. control, Govt. of India intervened and appointed Joint 

Parliamentary Committee who were also entrusted to look into Ketan Parkeh Scam in the 

market. (Ketan Parekh a chartered account and broker by profession rigged up the Indian 

stock market prices during 1999-2001 in collusion with banks and promoters of the 

companies leading to stock market scam). 

Bifurcation Of UTI To UTI-I and UTI-II 

The Malegaon Committee which was set up by UTI Board for looking into Corporate 

repositioning in the face of globalisation, competition and second generation financial reform 

and growing trends of mutual fund business, had recommended to make legislative changes 

in UTI Act and to make UTI a three tier structure comprising Sponsor, Trustee Company and 

Asset Management Company in compliance with SEBI Act. 

Similarly, Tara pore Committee which was set up by UTI in 2001 had also recommended for 

amending UTI Act and make provisions to change the act where ever there were conflict to 

SEBI act, to create a level playing field for entire mutual fund industry in India. 

The Joint Parliamentary Committee taking into consideration all the previous committee 

reports and present problem faced by UTI has recommended bifurcation of UTI into two 
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parts. An ordinance was promulgated on 29/10/2002 and UTI Act, 1963 was repealed and 

facilitated for bifurcation of UTI: 

1. UTI-I containing the problematic scheme US-64 and all assured return schemes where 

assurance of return is given to investors. 

2. UTI-II containing all schemes which were NAV linked to market. UTI-II is called as UTI 

Mutual Fund. 

UTI-I called as SUUTI (Specified Undertaking of Unit Trust of India) owned by Government 

of India and the short fall of any assurance to investors was met by Government. In order to 

differ the redemption pressure and meet funds requirement GOI (Govt of India) converted 

US-64 scheme to US-64 Bonds with a tax-free return of 6.75% with 5 years tenure and 

similarly the assured return schemes were converted into GOI Tax free ARS bonds carrying 

6.25% coupon rates. Options were given to investors for conversion to which many investors 

opted for conversion to GOI Tax free bonds as the interest rates during 2003 were low 

hovering around 6%. SUUTI is managed by Government appointed Administrator. 

UTI-II or UTI Mutual Fund started functioning from February 1, 2003 sponsored by SBI, 

LIC, PNB and Bank of Baroda. The Joint Parliamentary Committee recommended appointing 

a professional from market through transparent manner to head UTI MF and to bring high 

level of professionalism to the organisation. 

Reasons For Bifurcation Of UTI 

To understand the reasons for bifurcation, various committee reports Viz. Vagul committee 

(1993), Deepak Parikh Committee (1999), Malegaon Committee (2001), Tarapore Committee 

(2001), Joint Parliament Committee (2002) etc. set up for different purposes by UTI & 

Government at different times were referred. Various reports published in newspapers and 

magazines during that time were also analysed. The reasons which led to its bifurcation and 

restructuring of UTI in the year 2003 are summarised as below: 

Structural Deficiencies: UTI was set up as Financial Institution and was under control of 

RBI in the initial years. Subsequently RBI transferred the responsibility to IDBI (industrial 

Development Bank of India). It appears very odd to understand how one institution can 

control and oversee the functioning of another organisation of similar importance without a 

properly appointed regulator. As per usual Mutual Fund structure there need to be three tier 
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structure like sponsor, trustee company and asset management company in a mutual fund but 

no such tiers were there in UTI. 

To delink Government control in functioning of mutual fund: Initially RBI was appointed 

by government to monitor UTIL In 1975, through an amendment to UTI Act, IDBI was given 

the charge to oversee the functioning of UTI. Even though IDBI was given the 

responsibilities, the authority to appoint the chairman used to be with Government of India. 

This gave an image of pseudo government control on the institution. By repealing UTI Act & 

bifurcating UTI, Government wanted to give a message to public that it is no more in UTI 

business. 

To close culture of Assured Returns in Mutual Funds: To popularise schemes as well as 

persuading investors to save for their future needs, some assured return schemes were 

launched by UTI when the offered interest rates were high. UTI launched assured regular 

income plans under the Monthly Income Schemes (MIS) series in the 1980’s in which the 

capital and returns were guaranteed by the UTI. During 1997, UTI approved the launch of 

MIP 97 as a fully assured return scheme, which guaranteed a dividend of 14%. Subsequently, 

UTI launched eight other fully assured schemes during July 1997 to June 1998. With 

financial reform initiated in 1991 by Government, the interest started declining and the 

assured return schemes were not able to generate sufficient return to meet the promised 

returns. As on 31.3.2002, UTI had twenty-five assured return schemes which had a projected 

shortfall of Rs 8189 crore. Mutual Fund schemes are not supposed to provide any assurance 

as they invest in tradable securities which are marked to market. To put an end to existence of 

assured return schemes bifurcation of UTI was necessary.  

To have transparency and proper control: As SEBI was set up many years after UTI was 

set up, Mutual Fund regulations of SEBI were not applicable to UTI. Hence the transparency 

norms of SEBI were not complied by UTI. Secondly, due to lack of transparency and proper 

regulations some omissions and commissions detrimental to the investors’ interests were 

committed. This bifurcation put an end to non-transparency issues. 

To create a level playing field for Mutual Fund Industry: UTI was the first mutual fund in 

India and was regulated by UTI Act, 1963 which was different from SEBI mutual fund 

regulations for other mutual funds. This was discriminatory and in an evolving financial 

regulatory environment, to create a level playing and equal regulatory environment, it was 

necessary to bifurcate UTI. 
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To enable UTI to face competition and emerge to face challenges as professional 

organisation: There were radical changes in mutual fund business with entry of private 

mutual funds as joint ventures with many foreign asset management companies after 1993, 

whereas UTI was functioning under direct or indirect bureaucratic controls. The salary 

structure for fund managers were just like public sector employees whereas the contemporary 

private fund managers were compensated with market linked compensation. Similarly, the 

organisation was not focussing on marketing rather on operational activities. To bring 

professionalism and make it a service-oriented organisation, bifurcating it and removing the 

Government control was necessary 

PRESENT ORGANISATIONAL STRUCTURE 
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While bifurcating UTI, Government had the option to give the ownership to either private 

companies or public sector companies. However, Government preferred to retain UTI with 4 

public sector companies viz. State bank of India (SBD, Life Insurance Corporation of India 

(LIC), Punjab National Bank (PNB) and Bank of Baroda (BoB) with equal share holding 

pattern of 25% each.  

In the year 2005 Government decided to pass on the ownership control to the sponsors at a 

sale consideration of Rs.1236.95 crore as approved by CCEA (Cabinet Committee on 

Economic Affairs of GOI decision on September 29, 2005) equally contributed by four 

sponsors. However, the Government had put a restrictive condition that the sponsors cannot 

transfer their share among themselves or to any outsider without the prior permission of 

Government.  Subsequently, an international partner T Rowe Price Group was allowed by 

Govt. and SEBI to acquire 26% in UTI AMC from the existing holdings of sponsors on 

January 20, 2010. Each sponsor SBI, LIC, PNB & BOB divested 6.5% of their holding to T 

Rowe Price.  

Share holding pattern of UTI AMC as on DECEMBER 2019 
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T Rowe Price paid $135 million to the sponsors to acquire 26% share in the company 

(source: Economic Times Mumbai 9/11/2009) and was made a partner to have fund expertise, 

innovative practices and technology of advanced countries. 

 T Rowe Price is a Baltimore, USA based investment firm established in 1937 and presently 

operating in 16 countries. They manage assets of $776.6 billion as on September 30, 2016.  

Structure Of UTI 
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GEOGRAPHICAL DISTRIBUTION OF UTI MUTUAL FUND ASSETS 

AS ON DECEMBER, 2019 

Mutual Funds are not spread into nook and corners of the country. Major investments are 

concentrated in metro cities. In order to understand the geographical distribution of assets, 

SEBI had made it mandatory for Mutual Funds to disclose their geographical distribution in a 

specific format periodically. In the top 5 cities which includes Bombay, Delhi, Kolkata, 

Chennai and Bangalore the total assets under management is 47% of total all India asset. 

When we compare the concentration of assets in top 5 cities among top Mutual Funds viz. 

ICICI, HDFC, Reliance, SBI, Birla Mutual Fund and UTI Mutual Fund, the lowest 

concentration is that of UTI mutual Fund in top 5 cities. Similarly, when we compare the 

percentage of assets in cities beyond 75 cities, UTI MF is having 16% assets which is highest. 

It means UTI MF's spread is highest compared to other Mutual Funds which are mainly 

focussed at major cities. 

Mutual Funds Assets Classification Geography Wise As On December 2019 

GEOGRAPHY  ICICI UTI SBI HDFC FRANKLIN TEMPLETON 

TOP 5 CITIES 71% 56.70% 69% 66.19% 59.06% 

NEXT 10 CITIES 14% 11.06% 11% 15.15% 16.07% 

NEXT 20 CITIES 7% 6.48% 7% 6.59% 6.39% 

NEXT 75 CITIES 7% 11.90% 10% 7.89% 4.46% 

OTHERS  1% 13.86% 3% 4.18% 14.02% 

TOTAL 100% 100% 100% 100% 100% 

UTI CAPITAL PVT LTD                

(MANAGER OF PVT EQUITY FUNDS ) 

INVESTMENT MANAGER 

TO OFF SHORE FUNDS 
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Asset distribution of top Mutual Funds in India in major cities indicates that for ICICI 90% of 

their AUM (Assets Under Management) is from top 15 cities which is the highest whereas 

forUTI MF it is 63% the lowest. Similarly in next 20 cities UTIMF & SBI held 8% and 9% of 

their AUM respectively. 

 

 

 

 

 

 

Departmental Structure Of Uti Mutual Fund 

The organisation is headed by Managing Director. All the departmental heads report to him. 

There are mainly three key areas like Fund Management, Marketing and Supporting Function 

in a Mutual Fund. 
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UTIMF Schemes Types 

There are various types of schemes catering to needs of different types of investors. As on 

September 30, 2016 there are 216 schemes under various categories of schemes. 

Thediagrammatic representation of types of schemes is as under 
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UTI Investor Servicing 

With advancement of technology the servicing of investors has shifted from a physical 

platform to digital platform making it better, faster and of lower cost. For example: Earlier 

the redemption proceeds of equity mutual funds used to take 10 working days for processing 

and generating the cheque. By the time it reaches through courier or post to investor, the total 

time used to be 2 weeks. Now for equity schemes the time followed by many Mutual Funds 

are T+3 working days with direct credit facility to bank account on 3rd working day. 

The enhanced facilities to investors available in UTI MF now are: 

 Online investment facilities for all types of transactions 

 B2B application (UTI Buddy) for all types of distributors 

 Facilities of speedy fund credit through Real Time Gross Settlement (RTGS), 

 Online Statement of Account (SoA) anytime through website 

 Transactions through e-mails and fax for institutional investors 

 Various mobile enabled services. 

 24X & Contact centre — inbound contact centre 

 Monthly disclosure of portfolio through monthly fact sheet 

 Investor communication through UTI Equity Watch and UTI Treasury Watch, UTI 

monthly fact sheets. 
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UTI Profitability 

UTI was set up as a Trust and a trust functions for social cause and not for profit. The 

organisation was functioning with no profit and no loss basis like an intermediary charging 

fees with twin objective of promoting savings among small savers and growth of capital 

market in India during initial years. However, after entry of private sectors to mutual fund 

business during 1990s, each organisation has to compete, survive and profitability though not 

everything is considered as an important aspect of its strength. The annual profits of UTI 

Mutual Fund after its bifurcation from UTI since 2003-04 are as below: 

 

 

Theprofitability of  UTI assets management company tends to increase rapidly from the year 

2012-13  
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UTI Leadership 

There are many people associated with UTI who have left indelible imprint in Capital market 

development, pension sector development, regulatory development in India etc. Some of the 

developments carried out by heads of the organisation are summarised below. 

UTI Leaders since the year 1964 

Periodfrom Period to Name of the Chairman/Head 

1-2-1964 30-4-1972 Mr R S Bhatt 

2-5-1972 30-4-1976 Mr James S Raj 

1-6-1976 31-12-1983 Mr GS Patel 

1-4-1984 30-3-1990 Mr M J Pherwani 

30-3-1990 30-1-1996 Dr S A Dave 

2-2-1996 31-12-1996 Mr Jagdish Capoor 

1-1-1997 30-6-1998 Mr G P Gupta 

8-9-1998 3-7-2001 Mr P S Subramanyam 

15-7-2001 1-2-2003 Mr M Damodaran 

 

UTI MUTUAL FUND 

1-2-2003 19-12-2004 Mr M Damodaran 

13-1-2005 2-11-2005 Mr R H Pati 

3-11-2005 17-2-2011 Mr U K Sinha 

1-8-2013 Till date Mr Leo Puri 
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The organisation was not having head for almost two and a half year from Feb-2011 to Aug- 

2013 during which the organisation lost many opportunities in all aspects of growth and 

development. The private mutual funds grew in much faster pace than UTI AMC. Being 

headless for an organisation of UTI stature was detrimental to its development. There are 

many other eminent people who were associated with UTI who have contributed significantly 

-a few among them are Mr A P Kurien, Mr P J Nayak etc. 

Share Of UtiMfAum In Industry Since The Year 2000 

The share of wallet of UTI in the industry AUM used to be above 50% before the bifurcation. 

During the year 2000, the share was 67.74% having monopoly in the industry. Even though 

private sector players were allowed in 1993, the mutual fund industry was not having much 

traction and UTI used to be the leader. After bifurcation of UTI in 2003 the share of UTI 

came down drastically from 51.13% in the year 2002 to 17.30% in the year 2003. Even after 

facing the pain of splitting, the year 2004 was a good year and the share increased to 20.12% 

with AUM moving upward from Rs 13,744 crore to Rs.28,085 crore in 2004. However, since 

2004 there is gradual decline in share except the year 2010. The share came down from 

17.01% in 2003 to 6.52% in 2019. The main reasons for decrease in SOW are the increase in 

number of players and stiff competition among players. 
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Share of UTI MF in mutual fund industry :Amount in crores 

YEAR UTIMF AUM 
YOY 

GROWTH 

INDUSTRY 

AUM 

YOY 

GROWTH 

UTI share wallet 

in mf industry 

2000 76,547   113005   67.74% 

2001 58,017 -24.21% 90587 -19.84% 64.05% 

2002 51,434 -11.35% 100594 11.05% 51.13% 

2003 13,516 -73.72% 79464 -21.01% 17.01% 

2004 28,085 107.79% 139616 75.70% 20.10% 

2005 20,740 -26.15% 149554 7.12% 13.90% 

2006 29,519 42.33% 231862 55.04% 12.70% 

2007 37,612.93 27.42% 326388 40.77% 10.90% 

2008 48,982.82 30.23% 538508 64.99% 9.10% 

2009 48,754.17 -0.47% 493285 -8.40% 9.90% 

2010 80,217.81 64.54% 747525 51.54% 10.70% 

2011 67,188.83 -16.24% 700538 -6.29% 9.60% 

2012 58,922.15 -12.30% 664792 -5.10% 8.90% 

2013 69,450.39 17.87% 816657 22.84% 8.50% 

2014 74,233.39 6.89% 905120 10.83% 8.20% 

2015 92,751 24.95% 1188690 31.33% 7.80% 

2016 1,06,309.21 14.62% 1353443 13.86% 7.90% 

2017 1,38,723.72 30.49% 1829584 35.18% 7.48% 

2018 1,47,763.50 6.52% 2305212 26.00% 6.72% 

2019 1,54,153.48 4.32% 2448438 6.21% 6.52% 

 

Analysing the growth of industry vis-a-vis the growth of assets of UTIMF, it is observed that 

the industry has grown from Rs. 79,464 Cr in 2003 to Rs. 24,48,438 Cr in 2019 with a 

CAGRof % 17.19 where as UTI MF asset has grown from Rs. 13,516 Cr in 2003 to Rs. 

1,54,153.48 Cr in 2019 with CAGR of 16.43 % which is lower than that of the industry 

average growth. 
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Major Contributions Of Uti 

UTI has created wealth for many investors in the last 50 years through profitable investments 

in tradable securities on behalf of the investors. Besides wealth creation, the organisations 

have many notable achievements: 

 Set up many institutions of national importance: To usher the growth of capital market 

and India's industrial development, role of UTI cannot be undermined. UTI set up or 

participated in setting up many institutions of national importance Viz. ILFS, NSE, 

CRISIL, ICRA, SCHIL, TDCIL, OCEI, NSDL, NEDFCL, UTI ITSL, UTI ICM, UTI 

Securities Exchange Ltd, UTI Bank (changed name to Axis Bank), UTI IAS, UTI Ventures 

Ltd, UTI International, UTI Capital, UTI Retirement Solutions Ltd etc. It also helped many 

Asian countries to set up their unit trusts including Srilanka . 

 Financial education: UTI set up the first of its kind institute in Asia, the UTI Institute of 

Capital Market for catering education in the field of Capital Market & Research. More 

recently, the Institute was taken over by SEBI and converted into National Institute of 

Securities Market. UTI MF during the year 2010 started its innovative education program 

called Swatantra- India's journey to financial freedom partnered with Government of India 

- Ministry of Corporate Affairs in which 4 caravans carrying educative materials covered 

entire India, around 1500 locations across 320 cities. Since then UTI Mutual Fund have 

conducted many investors awareness program through print media, electronic media, 

regular TV Presentations etc. covering many sensitive segments of the society like 

planning for school/college children, home makers, working women, elderly people etc.  

 Many social initiatives: UTI Mutual Fund has taken many social initiative for the benefit 

of the financially vulnerable segments of the society: 

 Scheme for Overseas Indian Workers (with collaboration of central ministry)  

 Teachers Pension Yojana for teachers of Bihar and MukhyamantriKanya Suraksha 

Yojna for girl children (with Govt. of Bihar collaboration) 

 Micro Pension initiative for many unorganized Sector workers with SEWA Bank, 

COMPFED, SHEPHERD etc.  

 Mukhyamantri Balika Sambal Yojana with Government of Rajasthan" 

 "Canserve" financial help for child cancer patients in collaboration with St.Jude India 

Child Care. 
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 The first mutual fund retirement scheme UTI retirement Benefit Pension Fund was 

launched in 1994 under balance category. 

 

 

 

 

 

 

Chapter -4 
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Introduction 

A mutual fund is a trust that pools the savings of a number of investors who share a common 

financial goal. The money thus collected is invested in capital market instruments such as 

shares, debentures, and other securities. The income earned through these investments is 

shared by its unit holders in proportion to the number of units owned by them. Thus a Mutual 

Fund is the most suitable investment for the common man as it offers an opportunity to invest 

in a diversified, professionally managed basket of securities at a relatively low cost. 

Investments in securities are spread across a wide cross section of industries and sectors and 

thereby reduce the risk. Asset Management Companies (AMCs) normally come out with a 

number of schemes with different investment objectives from time to time. A mutual fund is 

required to be registered with the Securities and Exchange Board of India (SEBI), which 

regulates securities markets before it can collect funds from the public. 

Concept Of Mutual Fund 

Mutual fund is a vehicle to mobilize moneys from investors, to invest in different markets 

and securities, in line with the investment objectives agreed upon, between the mutual fund 

and the investors. In other words, through investment in a mutual fund, a small investor can 

avail of professional fund management services offered by an asset management company.  

 

Role Of Mutual Fund: 

Mutual funds perform different roles for different constituencies.Their primary role is to 

assist investors in earning an income or building their wealth, by participating in the 

opportunities available in various securities and markets. It is possible for mutual funds to 

structure a scheme for any kind of investment objective. Thus, the mutual fund structure, 

through its various schemes, makes it possible to tap a large corpus of money from diverse 

investors.  

Therefore, the mutual fund offers schemes. In the industry, the words ‘fund’ and 

‘scheme’ are used inter-changeably. Various categories of schemes are called “funds”. In 

order to ensure consistency with what is experienced in the market, this Workbook goes by 

the industry practice. However, wherever difference is required to be drawn, the scheme 

offering entity is referred to as “mutual fund” or “the fund”.  
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The money that is raised from investors, ultimately benefits governments, companies or other 

entities, directly or indirectly, to raise moneys to invest in various projects or pay for various 

expenses.  

As a large investor,the mutualfundscan keep a check on the operations of the investee 

company, and their corporate governance and ethical standards 

About Mutual Fund Schemes 

Mutual funds seek to mobilize money from all possible investors. Various investors have 

different investment preferences. In order to accommodate these preferences, mutual funds 

mobilize different pools of money. Each such pool of money is called a mutual fund scheme.  

Every scheme has a pre-announced investment objective. When investors invest in a mutual 

fund scheme, they are effectively buying into its investment objective. 

 

About Mutual Fund Scheme Operate 

Mutual fund schemes announce their investment objective and seek investments from the 

public. Depending on how the scheme is structured, it may be open to accept money from 

investors, either during a limited period only, or at any time.  

The investment that an investor makes in a scheme is translated into a certain number of 

‘Units’ in the scheme. Thus, an investor in a scheme is issued units of the scheme.  

Under the law, every unit has a face value of Rs. 10. (However, older schemes in the market 

may have a different face value). The face value is relevant from an accounting perspective. 

The number of units multiplied by its face value (Rs. 10) is the capital of the scheme – its 

Unit Capital.  

The scheme earns interest income or dividend income on the investments it holds. Further, 

when it purchases and sells investments, it earns capital gains or incurs capital losses. These 

are called realized capital gains or realized capital losses as the case may be.  
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Advantages Of Mutual Fund Investors 

 

Professional Management 

Mutual funds offer investors the opportunity to earn an income or build their wealth through 

professional management of their investible funds. There are several aspects to such 

professional management viz. investing in line with the investment objective, investing based 

on adequate research, and ensuring that prudent investment processes are followed.  

 

Affordable Portfolio Diversification 

Units of a scheme give investors exposure to a range of securities held in the investment 

portfolio of the scheme. Thus, even a small investment of Rs. 500 in a mutual fund scheme 

can give investors a diversified investment portfolio. As will be seen in Chapter12, with 

diversification, an investor ensures that all the eggs are not in the same basket. Consequently, 

the investor is less likely to lose money on all the investments at the same time. 

Thus,diversification helps reduce the risk in investment. In order to achieve thesame 

diversification as a mutual scheme, investors will need to set apart several lakhs of rupees. 

Instead, they can achieve the diversification through an investment of less than thousand 

rupees in a mutual fund scheme. 

 

Economies Of Scale 

The pooling of large sums of money from so many investors makes it possible for the mutual 

fund to engage professional managers to manage the investment. Individual investors with 

small amounts to invest cannot, by themselves, afford to engage such professional 

management.  

Large investment corpus leads to various other economies of scale. For instance, costs related 

to investment research and office space get spread across investors. Further, the higher 

transaction volume makes it possible to negotiate better terms with brokers, bankers and other 

service providers. Thus, investing through a mutual fund offers a distinct economic 

advantage to an investor as compared to direct investing in terms of cost saving. 
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Liquidity 

At times, investors in financial markets are stuck with a security for which they can’t find a 

buyer –worse at times they can’t find the company they invested in! Such investments, whose 

value the investor cannot easily realize in the market, are technically called illiquid 

investments and may result in losses for the investor.  

Investors in a mutual fund scheme can recover the value of the moneys invested, from the 

mutual fund itself. Depending on the structure of the mutual fund scheme, this would be 

possible, either at any time, or during specific intervals, or only on closure of the scheme. 

Schemes, where the money can be recovered from the mutual fund only on closure of the 

scheme, are listed in a stock exchange. In such schemes, the investor can sell the units in the 

stock exchange to recover the prevailing value of the investment.  

Tax Benefits 

Specific schemes of mutual funds (Equity Linked Savings Schemes) give investors the benefit 

of deduction of the amount subscribed (up to Rs. 150,000 in a financial year), from their 

income that is liable to tax. This reduces their taxable income, and therefore the tax liability.  

The Rajiv Gandhi Equity Savings Scheme (RGESS) offers a rebate to first time retail 

investors (in equity or mutual funds) with annual income up to Rs. 12 lakhs. Mutual funds 

announce specific equity-oriented schemes that are eligible for the RGESS benefit.  

The RGESS benefit is linked to amount invested (excluding brokerage, securities transaction 

tax, service tax, stamp duty and all taxes appearing in the contract note). Rebate of 50% of 

the amount invested up to Rs. 50,000, can be claimed as a deduction from taxable income. 

The investment limit of Rs. 50,000 is applicable for a block of three financial years, starting 

with the year of first investment.  

Thus, if an investor invests Rs. 30,000 in RGESS schemes in a financial year, then he can 

reduce his taxable income for that previous year by 50% of Rs. 30,000 i.e. Rs. 15,000. In the 

following year, he still has an investment limit of Rs. 20,000 available. 
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Limitations Of Mutual Fund 

 

Lack Of Portfolio Customization 

Some securities houses offer Portfolio Management Schemes (PMS) to large investors. In a 

PMS, the investor has better control over what securities are bought and sold on his behalf. 

The investor can get a customized portfolio in case of PMS.  

On the other hand, a unit-holder in a mutual fund is just one of several thousand investors in a 

scheme. Once a unit-holder has bought into the scheme, investment management is left to the 

fund manager (within the broad parameters of the investment objective). Thus, the unit-

holder cannot influence what securities or investments the scheme would buy. Large sections 

of investors lack the time or the knowledge to be able to make portfolio choices. Therefore, 

lack of portfolio customization is not a serious limitation in most cases. 

 

Choice Overload 

Over 1,800 mutual fund schemes offered by 45 mutual funds – and multiple options within 

those schemes – make it difficult for investors to choose between them. Greater 

dissemination of industry information through various media and availability of professional 

advisors in the market should help investors handle this overload.  

 

No Control Over Costs 

All the investor's moneys are pooled together in a scheme. Costs incurred for managing the 

scheme are shared by all the Unit-holders in proportion to their holding of Units in the 

scheme. Therefore, an individual investor has no control over the costs in a scheme.  
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Mutual Fund Products And Features – Equity Funds 

A variety of schemes are offered by mutual funds. It is critical for investors to know the 

features of these products, before money is invested in them. 

 

Equity Funds 

These are by far the most widely known category of funds though they account for broadly 

40% of the industry’s assets, while the remaining 60% is contributed by debt oriented funds. 

Equity funds essentially invest the investor’s money in equity shares of companies. Fund 

managers try and identify companies with good future prospects and invest in the shares of 

such companies. They generally are considered as having the highest levels of risks (equity 

share prices can fluctuate a lot), and hence, they also offer the probability of maximum 

returns. However, High Risk, High Return should not be understood as “If I take high risk I 

will get high returns”. Nobody is guaranteeing higher returns if one takes high risk by 

investing in equity funds, hence it must be understood that “If I take high risk, I may get high 

returns or I may also incur losses”. This concept of Higher the Risk, Higher the Returns must 

be clearly understood before investing in Equity Funds, as it is one of the important 

characteristic s of Equity fund investing. 

 

Equity Fund Definition 

Equity Funds are defined as those funds which have at least 65% of their Average Weekly 

Net Assets invested in Indian Equities. This is important from taxation point of view, as 

funds investing 100% in international equities are also equity funds from the investors’ asset 

allocation point of view, but have to pay tax on the Long Term Capital Gains made from such 

investments (which they do not have to in case of equity funds which have at least 65% of 

their Average Weekly Net Assets invested in Indian Equities.  

Equity Funds come in various flavours and the industry keeps innovating to make products 

available for all types of investors. Relatively safer types of Equity Funds include Index 

Funds and diversified Large Cap Funds, while the riskier varieties are the Sector Funds. 

However, since equities as an asset class are risky, there is no guarantee returns for any type 

of fund. International Funds, Gold Funds (not to be confused with Gold ETF) and Fund of 

Funds are some of the different types of funds, which are designed for different types of 

investor preferences. These funds are explained later. Equity Funds can be classified on the 

basis of market capitalisation of the stocks they invest in – namely Large Cap Funds, Mid 
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Cap Funds or Small Cap Funds – or on the basis of investment strategy the scheme intends to 

have like Index Funds, Infrastructure Fund, Power Sector Fund, Quant Fund, Arbitrage Fund, 

Natural Resources Fund, etc. These funds are explained later. 

 

Diversified Large Cap Funds: 

Another category of equity funds is the diversified large cap funds. These are funds which 

restrict their stock selection to the large cap stocks – typically the top 100 or 200 stocks with 

highest market capitalization and liquidity. It is generally perceived that large cap stocks are 

those which have sound businesses, strong management, globally competitive products and 

are quick to respond to market dynamics. Therefore, diversified large cap funds are 

considered as stable and safe. However, since equities as an asset class are risky, there are no 

guaranteeing returns for any type of fund.Actively managed funds and they generally have 

higher expenses as compared to index funds. In this case, the fund manager has the choice to 

invest in stocks beyond the index. Thus, active decision making comes inAny scheme which 

is involved in active decision making is incurring higher expenses and may also be assuming 

higher risks.  

This is mainly because as the stock selection universe increases from index stocks to large 

caps to midcaps and finally to small caps, the risk levels associated with each category 

increases above the previous category. The logical conclusion from this is that actively 

managed funds should also deliver higher returns than the index, as investors must be 

compensated for higher risks. But this is not always so. Studies have shown that a majority of 

actively managed funds are unable to beat the index returns on a consistent basis year after 

year. Secondly, there is no guaranteeing which actively managed fund will beat the index in a 

given year. Index funds therefore have grown exponentially in some countries due to the 

inconsistency of returns of actively managed funds. 

 

Midcap Funds 

After large cap funds come the midcap funds, which invest in stocks belonging to the mid cap 

segment of the market. Many of these midcaps are said to be the ‘emerging blue chips’ or 

‘tomorrow’s large caps’. There can be actively managed or passively managed mid cap 

funds. There are indices such as the CNX Midcap index which tracks the midcap segment of 

the markets and there are some passively managed index funds investing in the CNX Midcap 

companies. 
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Sectoral Funds 

Funds that invest in stocks from a single sector or related sectors are called Sectorial funds. 

Examples of such funds are IT Funds, Pharma Funds, Infrastructure Funds, etc. Regulations 

do not permit funds to invest over 10% of their Net Asset Value in a single company. This is 

to ensure that schemes are diversified enough and investors are not subjected to undue risk. 

This regulation is relaxed for sectorial funds and index funds. 

There are many other types of schemes available in our country, and there are still many 

products and variants that have yet to enter our markets. While it is beyond the scope of this 

curriculum to discuss all types in detail there is one emerging type of scheme, namely 

Exchange Traded Funds or ETFs, which is discussed in detail in the next section. 

 

Exit Loads 

A modified form of exit Load, wherein the investor has to pay different Exit Loads depending 

upon his investment period. If the investor exits early, he will have to bear more Exit Load 

and if he remains invested for a longer period of time, his Exit Load will reduce. Thus the 

longer the Exit Load, are paid by the investors in the scheme, if they exit one of the scheme 

before a specified time period. Exit Loads reduce the amount received by the investor. Not all 

schemes have an Exit Load, and not all schemes have similar exit loads as well. Some 

schemes have Contingent Deferred Sales Charge (CDSC). This is nothing but investor 

remains invested, lesser is the Exit Load 

Types Of Funds 

Mutual funds are of 3 types based on their nature they are 

1.Open-Ended Funds 

2.Close-Ended Funds 

3.Interval Funds 
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Open-Ended Fund 

Theseare open for investors to enter or exit at any time, even after the NFO. When existing 

investors acquire additional units or new investors acquire units from the open-ended scheme, 

it is called a sale transaction. It happens at a sale price, which is equal to the NAV. 

When investors choose to return any of their units to the scheme and get back their equivalent 

value, it is called a re-purchase transaction. This happens at a re-purchase price that is linked 

to the NAV.  

Although some unit-holders may exit from the scheme, wholly or partly, the scheme 

continues operations with the remaining investors. The scheme does not have any kind of 

time frame in which it is to be closed. The on-going entry and exit of investors implies that 

the unit capital in an open-ended fund would keep changing on a regular basis.  

 

Close-Ended Funds 

 have a fixed maturity. Investors can buy units of a close-ended scheme, from the fund, only 

during its NFO. The fund makes arrangements for the units to be traded, post-NFO in a stock 

exchange. This is done through a listing of the scheme in a stock exchange. Such listing is 

compulsory for close-ended schemes. Therefore, after the NFO, investors who want to buy 

Units will have to find a seller for those units in the stock exchange. Similarly, investors who 

want to sell Units will have to find a buyer for those units in the stock exchange. 

Since post-NFO, sale and purchase of units happen to or from counter-party in the stock 

exchange – and not to or from the scheme – the unit capital of the scheme remains stable or 

fixed.Since the post-NFO sale and purchase transactions happen on the stock exchange 

between two different investors, and that the fund is not involved in the transaction, the 

transaction price is likely to be different from the NAV. Depending on the demand-supply 

situation for the units of the scheme on the stock exchange, the transaction price could be 

higher or lower than the prevailing NAV.  

 

Interval Funds 

combine features of both open-ended and close-ended schemes. They are largely close-ended, 

but become open-ended at pre-specified intervals. For instance, an interval scheme might 

become open-ended between January 1 to 15, and July 1 to 15, each year. The benefit for 

investors is that, unlike in a purely close-ended scheme, they are not completely dependent on 

the stock exchange to be able to buy or sell units of the interval fund. However, between 
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these intervals, the Units have to be compulsorily listed on stock exchanges to allow investors 

an exit route.  

The periods when an interval scheme becomes open-ended, are called ‘transaction periods’; 

the period between the close of a transaction period, and the opening of the next transaction 

period is called ‘interval period’. Minimum duration of transaction period is 2 days, and 

minimum duration of interval period is 15 days. No redemption/repurchase of units is 

allowed except during the specified transaction period (during which both subscription and 

redemption may be made to and from the scheme).  

 

Types Of Equity Funds 

Thematic Funds 

Invest in line with an investment theme. For example, an infrastructure thematic fund might 

invest in shares of companies that are into infrastructure construction, infrastructure toll-

collection, cement, steel, telecom, power etc. The investment is thus more broad-based than a 

sector fund; but narrower than a diversified equity fund. 

 

Equity Income / Dividend Yield Schemes 

Invest in securities whose shares fluctuate less, and the dividend represents a larger 

proportion of the returns on those shares. The NAV of such equity schemes are expected to 

fluctuate lesser than other categories of equity schemes.  

 

Arbitrage Funds 

Take opposite positions in different markets / securities, such that the risk is neutralized, but a 

return is earned. For instance, by buying a share in BSE, and simultaneously selling the same 

share in the NSE at a higher price. Most arbitrage funds take contrary positions between the 

equity market and the futures and options market. (‘Futures’ and ‘Options’ are commonly 

referred to as derivatives. These are designed to help investors to take positions or protect 

their risk in some other security, such as an equity share. They are traded in exchanges like 

the NSE and the BSE. Chapter10 provides an example of futures contract that is linked to 

gold).  

Although these schemes invest in equity markets, the expected returns are in line with liquid 

funds. 
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Quant Funds 

A typical description of this type of scheme is that ‘The system is the fund manager’, i.e. 

there are some predefined conditions based upon rigorous back testing entered into the 

system and as and when the system throws ‘buy’ and ‘sell’ calls, the scheme enters, and/ or 

exits those stocks. 

 

P/ E Ratio Fund 

A fund which invests in stocks based upon their P/E ratios. Thus when a stock is trading at a 

historically low P/E multiple, the fund will buy the stock, and when the P/E ratio is at the 

upper end of the band, the scheme will sell. 

 

International Equities Fund 

This is a type of fund which invests in stocks of companies outside India. This can be a Fund 

of Fund, whereby, we invest in one fund, which acts as a ‘feeder’ fund for some other will 

sell. fund(s), invests in other mutual funds, or it can be a fund which directly invests in 

overseas equities These may be further designed as ‘International Commodities Securities 

Fund’ or ‘World Real Estate and Bank Fund’ etc 

 

ELSS 

Equity Linked Savings Schemes (ELSS) is equity schemes, where investors get tax benefit up 

to Rs. 1Lakh under section 80C of the Income Tax Act. These are open ended schemes but 

have a lock in period of 3 years. These schemes serve the dual purpose of equity investing as 

well as tax planning for the investor; however it must be noted that investors cannot, under 

any circumstances, get their money back before 3 years are over from the date of investment. 

 

Funds Of Funds 

These are funds which do not directly invest in stocks and shares but invest in units of other 

mutual funds which they feel will perform well and give high returns. In fact such funds are 

relying on the judgment of other fund managers  
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CHAPTER-5 

DATA ANALYSIS  
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Mutual fund performance plays an important role in selection of mutual funds it explains 

risk-return aspect of a fund, return of investment, capital appreciation and profitability of a 

particular fund in respect to industry  

In order to perform a reliable analysis certain tools are taken into consideration are explained 

below 

Return  

Return is the amount received on an investment. The return is calculated as 

Rp=  
𝑁𝐴𝑉 𝑡−𝑁𝐴𝑉 𝑡−1

𝑁𝐴𝑉 𝑡−1
 

WhereNAV t = NAV of current day 

NAV t-1 = NAV of previous day 

Market return  

Market return refers to return or yield on the overall theoretical market portfolio 

whichincludes all assets and having the portfolio weighted for value it is calculated on daily 

NAV basis by using the below formula : 

Rm=  
𝑁𝐴𝑉 𝑡−𝑁𝐴𝑉 𝑡−1

𝑁𝐴𝑉 𝑡−1
 

Beta (β) 

Beta reflects how volatile the return from an investment in response to market swings. It 

measures the impact of the market forces on return expected from funds. Beta is calculated by 

relating portfolio return with market return using regression analysis. Beta values greater than 

one depicts high sensitivity of scheme’s returns against market being aggressive. Beta values 

less than one indicates defensive nature of the scheme. It measures the systematic risk of an 

asset. The CAPM is applied to compute the beta value from the following formula: 
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Compound Annual Growth Rate (CAGR) 

Compound Annual Growth Rate (CAGR) calculates the growth in variables (number of 

funds, funds mobilized, assets under management, number of schemes) on a yearly basis. 

CAGR = [((P1 / Po)^ (1/n)- 1) x 100] 

P1,Po, n are the variable in the current period, base period and the number of year 
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UTI VALUE OPPURTUNITIES FUND  
Table :1.1 

Year Fund return Market return Risk free rate 
of return 

Standard deviation Beta 

2014-15 37.17% 31.72% 8.32% 0.8595 0.9499 
2015-16 -11.13% -8.93% 7.75% 1.0791 0.9807 
2016-17 18.86% 22.66% 6.97% 0.7983 0.9776 
2017-18 11.22% 10.29% 6.92% 0.6272 0.9077 
2018-19 8.37% 9.50% 7.71% 0.7899 0.9483 
 
Table :1.2 
Year Sharpe ratio Treynor’s ratio Jensen ratio 

2014-15 0.335674 0.303729 0.305504 
2015-16 -0.17497 -0.19252 -0.08611 
2016-17 0.148982 0.121657 0.223075 
2017-18 0.06859 0.047394 0.099824 
2018-19 0.008326 0.006935 0.09407 
 
GRAPH 1 : graphical representation of table 1.2 

 

INTERPRETATION 

As per the above data the UTI VALUE OPPORTUNITIES FUND cagr returns decreased 

from 37.17% to -11.13% in year 2014-15 to 2015-16 and it increased to 18.16% in the year 

2016-17 and decreased to 11.22% in the year 2017-18 and continuous to decrease to 8.37% in 

the year 2018-19. Due to the changes in the return the sharpe ratio varied from 0.3356 to -

0.1749 and due to simultaneous changes in beta value the Jensen ratio varied from 0.3055 to -

0.08611 
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UTI LONG TERM EQUITY FUND 

TABLE : 2.1 

Year Fund market 
Risk free rate of 
return sd beta 

2014-15 41.3439 31.7229 8.32 0.8025 0.8789 
2015-16 -6.729 -8.933 7.75 1.0699 0.9709 
2016-17 23.6431 22.659 6.97 0.7305 0.8962 
2017-18 9.595 10.2938 6.92 0.6905 1.0111 
2018-19 5.6893 9.4995 7.71 0.8115 0.9612 

 

TABLE : 2.2 

Year sharpe ratio tryneors ratio jensen ratio 
2014-15 0.4115131 0.375741564 0.288888022 
2015-16 -0.1353272 -0.1491261 -0.084475217 
2016-17 0.22824244 0.186042292 0.210304462 
2017-18 0.03874004 0.026456331 0.103312596 
2018-19 -0.0249014 -0.021023155 0.094300569 
 

Graph 2 : Graphical Representation Of Table 2.2 

 

INTERPRETATION 

As per the above data the UTI LONG TERM EQUITY FUND cagr returns decreased from 

41.34 to -6.729 in year 2014-15 to 2015-16 and it increased to 23.64 in the year 2016-17 and 

decreased to 9.59 in the year 2017-18 and continuous to decrease to 5.63 in the year 2018-19. 

Due to the changes in the return the sharpe ratio varied from 0.4115 to -0.1353 and due to 

simultaneous changes in beta value the Jensen ratio varied from 0.2888 to -0.0844 
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UTI EQUITY FUND 

TABLE : 3.1 

Year Fund Market Risk free 
rate of return 

Standard 
deviation 

Beta 

2014-15 43.64% 31.72% 8.32% 0.8522 0.9472 
2015-16 -6.79% -8.93% 7.75% 1.0554 0.957 
2016-17 19.35% 22.66% 6.97% 0.7635 0.922 
2017-18 12.40% 10.29% 6.92% 0.6161 0.8567 
2018-19 10.82% 9.50% 7.71% 0.7655 0.874 
 

TABLE : 3.2 

Year  SHARPE TRYNEORS JENSEN 
2014-15 0.414457 0.372889 0.304845 
2015-16 -0.13777 -0.15193 -0.08213 
2016-17 0.162148 0.134273 0.214362 
2017-18 0.088947 0.063966 0.098071 
2018-19 0.040627 0.035584 0.092745 
 

GRAPH 3 :Graphical Representation Of Table 3.2 

 

INTERPRETATION 

As per the above data the UTI EQUITY FUND cagr returns decreased from 43.64% to -

6.79% in year 2014-15 to 2015-16 and it increased to 19.35% in the year 2016-17 and 

decreased to 12.4% in the year 2017-18 and continuous to decrease to 10.82% in the year 
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2018-19. Due to the changes in the return the sharpe ratio varied from 0.4144 to -0.1377 and 

due to simultaneous changes in beta value the Jensen ratio varied from 0.3048 to -0.082 

UTI DIVIDEND YIELD FUND 

TABLE : 4.1 

Year Fund Market Risk free 
rate 

Beta Standard 
deviation 

2014-15 33.28% 18.09% 8.32% 0.7739 0.894 
2015-16 -8.24% -10.98% 7.75% 0.8835 1.0857 
2016-17 23.90% 28.35% 6.97% 0.8998 0.7835 
2017-18 10.30% 8.56% 6.92% 0.8514 0.6286 
2018-19 8.47% 6.05% 7.71% 0.8531 0.7069 
 

TABLE : 4.2 

Year Sharpe ratio Tryneors ratio Jensen ratio 
2014-15 0.279224 0.322556 0.15883 
2015-16 -0.14724 -0.18094 -0.08796 
2016-17 0.216044 0.18812 0.262047 
2017-18 0.053848 0.039757 0.083193 
2018-19 0.010717 0.00888 0.062955 
 

GRAPH 4 : Graphical Representation Of Table 4.2 

 

INTERPRETATION 

As per the above data the UTI DIVIDEND YEILD FUND cagr returns decreased from 

33.28% to -8.24% in year 2014-15 to 2015-16 and it increased to 23.90% in the year 2016-17 

and decreased to 10.30% in the year 2017-18 and decreases to 8.47% in the year 2018-19. 
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Due to the changes in the return the sharpe ratio varied from 0.2792 to -0.1472 and due to 

simultaneous changes in beta value the Jensen ratio varied from 0.1588 to -0.0879 

 

UTI MNC FUND 

TABLE : 5.1 

Year Fund Market Risk free 
rate 

Standard 
deviation 

Beta 

2014-15 75.76% 53.71% 8.32% 0.8004 0.7246 
2015-16 -4.07% -9.54% 7.75% 0.8651 0.7637 
2016-17 15.04% 22.35% 6.97% 0.6882 0.7088 
2017-18 15.89% 24.90% 6.92% 0.572 0.6416 
2018-19 1.91% -4.65% 7.71% 0.6872 0.6913 
 

TABLE : 5.2 

Year sharpe ratio tryneors ratio jensen ratio 
2014-15 0.842546 0.930684 0.412096 
2015-16 -0.13668 -0.15482 -0.05454 
2016-17 0.117277 0.113868 0.178713 
2017-18 0.156768 0.139762 0.18456 
2018-19 -0.08441 -0.0839 -0.00834 
 

GRAPH 5 : Graphical Representation Of Table 5.2 

 

INTERPRETATION 

As per the above data the UTI MNC FUND cagr returns decreased from 75.76% to -4.07% in 

year 2014-15 to 2015-16 and it increased to 15.04% in the year 2016-17 and increased to 
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15.89% in the year 2017-18 and decreases to 1.91% in the year 2018-19. Due to the changes 

in the return the sharpe ratio varied from 0.8 to -0.13 and due to simultaneous changes in beta 

value the Jensen ratio varied from 0.41 to -0.05 

Chapter - 7 

FINDINGS AND SUGGESTIONS  
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Findings  

1. The study found that UTI VALUE OPPORTUNITIES FUND gained highest of 

37.17% and lowest in the year -11.13% and the fund under performed than the 

benchmark over past years as 12.15% vs 12.81%.the fund beta value ranges 0.9 which 

indicates the low systematic risk and also more correlated with bench mark.The fund 

sharpe ratio was highest with 0.33 and lowest with a -0.17 and the over the years it 

goes on decreasing over the years 

2. The study found that UTI LONG TERM EQUITY FUND gained highest of 41.34% 

and lowest in the year -6.729% and the fund over performed than the benchmark over 

past years as 14.13% vs 12.81%.the fund beta value ranges 0.87 to 1.01 which 

indicates the low systematic risk and also more correlated with bench mark.The fund 

sharpe ratio was highest with 0.4115 and lowest with a -0.1353 and the over the years 

it goes on decreasing 

3. The study found that UTI EQUITY FUND gained highest of 43.64% and lowest with 

-6.79% and the fund over performed than the benchmark over past years as 8.51% vs 

14%.the fund beta value ranges 0.8 vs 0.9 which indicates the low systematic risk and 

also more correlated with benchmark .The fund sharpe ratio was highest with 0.41 

and lowest with a -0.13 and the over the years it goes on decreasing 

4. The study found that UTI DIVIDEND YEILD FUND gained highest of 33.28% and 

lowest with -8.24% and the fund over performed than the benchmark over past years 

as 13.06% VS 9.62% the fund beta value ranges 0.6 to 1.08 over the years the fund 

manager decreases the beta .The fund sharpe ratio was highest with 0.27 and lowest 

with a -0.14 and the over the years it goes on decreasing 

5. The study found that UTI MNC FUND gained highest of 75.76% and lowest with -

4.07% and the fund over performed than the benchmark over past years as 18.57% VS 

15.78% the fund beta value ranges 0.6 to 0.7 over the years the fund manager 

decreases the beta .The fund sharpe ratio was highest with 0.84 and lowest with a -

0.13  
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Suggestions 

1. UTI VALUE OPPORTUNITIES FUND under performed compared to its bench mark 

so, it is advisable to increase its returns compared to its benchmark  

2. The UTI MNC FUND had given best results over the past 5 years with less systematic 

risk(BETA 0.6 TO 0.7)  and more returns than its bench mark so it is advisable to 

continue this performance in future 

3. UTI LONG TERM EQUITY FUND though given more returns than the benchmark 

its beta values range is high so, it is advisable to reduce these values  

4. UTI EQUITY FUND we can call this fund as best performer because its performance 

is twice to that as market  and its beta value is also in defensive range so it is 

advisable to perform like this in latter years also 

5. UTI DIVIDEND YEILD FUND though it overperformed its benchmark its beta value 

is high so it is advisable to reduce the beta value 
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Conclusion 

The funds are performing best given with the risk disclosure compared to other funds in the 

market they constantly reducing their systematic risk to the maximum possible extent we can 

say that the equity funds are performing better in UTI mutual fund 
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CHAPTER-I 

INTRODUCTION 
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Introduction 

 
Human Resource Management 

The term human resource is quite popular in India with the institution of Ministry of 

Human Resource Development in the Union Cabinet. But most people may not know what 

exactly the term human resource means. The term human resource can also be explained in the 

sense that it is resource like any natural resource. Thus, it is a long term prospective whereas 

personnel are a short term prospective. Human resources are also regarded as human factor, 

human asset, human capital and the like. The term labour and manpower had been used widely 

denoting mostly the physical abilities and capacities of employees. The term personnel had 

been widely in the recent past to denote persons employed in any services. Thus, this term 

denotes the employee as a whole but it does not clearly denote various components of human 

resources like skill, knowledge, values etc. 

HRM is also a strategic and comprehensive approach to managing people and the 

workplace culture and environment. Effective HRM enables employees to contribute 

effectively and productivity to the overall company direction and the accomplishment of the 

organization’s goals and objectives. 

Different terms are used to denote human resource management. They are labour 

management, labour administration, labour management relations, employer relations, 

industrial relations, personnel administration, personnel management, human capital 

management, human asset management, human resources management and the like. Though 

these terms can be differentiated widely, the basic nature of distinction lies in the scope or 

coverage and evolutionary stage. In simple sense, human resources management means 

employing people, developing their resources, utilizing maintaining and compensating their 

services in tune with the job and organizational requirements. 
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Scope of Human Resource Management 

  Human resources are undoubtedly the key resources in an organization, the easiest and 

the most difficult to manage! The objectives of the HRM span right from the manpower needs 

assessment to management and retention of the same. To this effect Human resource 

management is responsible for effective designing and implementation of various policies, 

procedures and programs. It is all about developing and managing knowledge, skills, creativity, 

aptitude and talent and using them optimally. 

Human Resource Management is not just limited to manage and optimally exploit 

human intellect. It also focuses on managing physical and emotional capital of employees. 

Considering the intricacies involved, the scope of HRM is widening with every passing day. It 

covers but is not limited to HR planning, hiring (recruitment and selection), training and 

development, payroll management, rewards and recognitions, Industrial relations, grievance 

handling, legal procedures etc. In other words, we can say that it’s about developing and 

managing harmonious relationships at workplace and striking a balance between organizational 

goals and individual goals. 

The scope of HRM is extensive and far-reaching. Therefore, it is very difficult to define 

it concisely. However, we may classify the same under following heads: 

HRM in Personnel Management: This is typically direct manpower management that 

involves manpower planning, hiring (recruitment and selection), training and development, 

induction and orientation, transfer, promotion, compensation, layoff and retrenchment, 

employee productivity. The overall objective here is to ascertain individual growth, 

development and effectiveness which indirectly contribute to organizational development. 

It also includes performance appraisal, developing new skills, disbursement of wages, 

incentives, allowances, traveling policies and procedures and other related courses of actions. 
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HRM in Employee Welfare: This particular aspect of HRM deals with working conditions 

and amenities at workplace. This includes a wide array of responsibilities and services such as 

safety services, health services, welfare funds, social security and medical services. It also 

covers appointment of safety officers, making the environment worth working, eliminating 

workplace hazards, support by top management, job safety, safeguarding machinery, 

cleanliness, proper ventilation and lighting, sanitation, medical care, sickness benefits, 

employment injury benefits, personal injury benefits, maternity benefits, unemployment 

benefits and family benefits. 

It also relates to supervision, employee counseling, establishing harmonious 

relationships with employees, education and training. Employee welfare is about determining 

employees’ real needs and fulfilling them with active participation of both management and 

employees. In addition to this, it also takes care of canteen facilities, crèches, rest and lunch 

rooms, housing, transport, medical assistance, education, health and safety, recreation 

facilities, etc. 

HRM in Industrial Relations: Since it is a highly sensitive area, it needs careful interactions 

with labor or employee unions, addressing their grievances and settling the disputes effectively 

in order to maintain peace and harmony in the organization. It is the art and science of 

understanding the employment (union-management) relations, joint consultation, disciplinary 

procedures, solving problems with mutual efforts, understanding human behavior and 

maintaining work relations, collective bargaining and settlement of disputes. 
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  PERFORMANCE APPRAISAL 

 Performance appraisal is also known as employee evaluation, merit rating, employee 

assessment, etc. It is a systematic process of appraising an employee’s current and past 

performance relative to his/her performance parameters. The employee’s performance should 

be based on organizational expectations and employee’s actual performance. The idea that 

performance evaluation improves employee’s performance is not a new one but it is seen in 

the roots of development of mankind. Each person is motivated when he is told about his actual 

performance and accepts what were his/her previous mistakes. Performance appraisal process  

may be held annually or monthly as per needed. 

Virtually all organizations have some sorts of means of appraising their employees. 

Performance Appraisal is one of the oldest, natural and most universal practices of 

Management. The basic purpose of Performance Appraisal is to ascertain the behavior of an 

employee anchored to performance and integrate with the organizational performance. It helps 

both the employers and employees to understand the responsibility in the organization. 

Performance appraisal system is focused to integrate the expectations i.e., performance, which 

gives a total clarity between the appraiser and appraisee. It is an instrument to create a 

conducive atmosphere in the organization. The purpose of any management is to build a very 

competitive and congenial work culture, which builds healthy competition, gives a sense of 

achievement to the employees and the stakeholders. 

Performance appraisal system is the right instrument that plays a vital role directly or 

indirectly in achieving the goals. It improves the interpersonal relationship among the 

employees and employers in the organization. It reflects an evaluative judgment of the traits, 

characteristics and the work performance of the employees on jobs. It is a continuous process 

to reach the desirous goal of not only the organization but also the employees. 
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Need for the Study 

 It involves the study of the performance appraisal at Kusalava Hyundai. People need 

competencies to perform tasks. The nature of the job is constantly changing due to changes in 

environment, technology, organizational goals and strategies. It has become a challenging task 

for organizations. In order to survive in this competitive era, the organization have to focus 

improving its performance regarding employees also. 

Performance appraisal is very important, essential for the betterment of the organization. To 

find out the satisfaction and importance level of the employees towards training and 

development at Kusalava Hyundai, Vijayawada. All efforts are made to fulfill the gap between 

organization expectations and the employees expectations. 
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Objectives of the Study 

1. To study the effectiveness of performance appraisal system at Kusalava Hyundai in 

Vijayawada. 

2. To identify the factors influencing on performance appraisal system at Kusalava 

Hyundai in Vijayawada.  

3. To fill the gaps in current appraisal system. 

4. To provide appropriate suggestions on the basis of data analysis. 

       

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

7 
 

Scope of the Study 

 The scope of the study is to give an insight view of various aspects related to the 

performance appraisal system in the organization and such as the factors which influencing the 

attitude and behavior of the employees towards the organization.  
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  Research methodology: 

              Research methods are the methods or techniques employed by researcher in 

conducting research operations. A researcher must design his methodology that is in addition 

to the knowledge of methods/techniques one has to apply the methodology as well.  

 Methodology is a systematic procedure of collecting information in order to analyze 

and verify a phenomenon. 

 

 Data Collection: 

       Data is collected by using both primarily and secondary data. These in detail are as 

follows:  

     1. Primary Data  

Primary data is the data collected by the researcher from first hand sources using methods like 

questionnaire, observation method, interviews. 

The primary data is collected through the structured, non-disguised questionnaire and by 

observation method.  

      2. Secondary Data 

 Secondary data is refers to the data that it is collected by someone other than user. 

The secondary data have been collected from published material of the subject from the 

various sources of publications and internet. 

Sampling Technique  

Out of 163 employees 104 employees are selected as sample unit by using Simple 

Random Technique. The data was collected through questionnaire and the questionnaire 

contains 18 questions which are close- ended.  
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Limitations of the Study 

• The study does not cover all the employees of the organization. 

• Time is the major constraint to gather some relevant data which would have enriched 

the project. 

• Due to fear the data we get from respondent may be biased. 

• The study is constrained to Vijayawada region only. 

 



 

 

 

 

 

 

 

CHAPTER II 

INDUSTRY PROFILE 
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The Indian auto ancillary industry has come a long way since it had its small beginnings in 

the 1940s. If the evolution of the industry is traced in India, it can be classified into three distinct 

phases namely period prior to the entry of Maruthi Udhyog Ltd, period after the entry of Maruthi 

Udhyog Ltd was characterised by small number of auto majors like Hindustan Motors, Premier 

automobiles, Telco, Bajaj and Mahindra, low technology and assured for most of the auto-

component manufactures. 

Industry Basics 

The Rs. 127 bn worth domestic auto ancillary industry is highly fragmented, with hardly 

any global scale capabilities. Capital costs for production of most components is not steep and 

technology though a key factor, relatively stable. In the price conscious replacement market, small 

scale unorganized sector is well entrenched, despite its low quality. Auto ancillary what is driving 

growth in India. OEMS (Original Equipment Manufacturers) are mainly catered to by organized 

sector. The Industry prospects are again linked to the domestic auto sector including replacement 

market. 

The cars and bikes come to us as a single unit. However, to get these machine marvels on 

the road, the manufacturer uses as many as 5000+ components. The total raw material cost of a 

manufacturing company is around 65% of net sales. Increasing competition affects company’s 

bottom line thereby resulting into lower profitability, declining returns in terms of net profit and 

capital employed. Here enters in the Indian opportunity and advantage. With increasing pressure 

on margins, global players have started to outsource from countries, which improve their bottom 

line. 



11 
 

Why Indian Manufacturers 

Existing Indian scenario the Indian market is the second largest two-wheeler and tractor 

manufacturing and fifth largest commercial vehicle manufactures. A large domestic market has 

proved a base for industry to be a global player. Auto component industry has growth by 17% in 

the last five years, while exports have performed the Indian market during the same period growing 

at 25%. The industry is expected to growth to US $ 2 bn in the current fiscal and US $ by 2010. 

Skilled Labor at Cheaper Cost 

Skilled labor is one of the key requirements in this industry that is available in plenty and 

that too at a comparatively cheaper rate. Staff expenditure is as low as Rs. 100 per hour as 

compared to Rs. 900 in USA. Consider the case of Bharat Forge, which is into manufacturing of 

forging, where skilled labor is the key requirements. Company’s cost is less that 10% of net 

revenues, while companies, manufacturing forging in US spend almost 30% of sales revenue on 

labor          

Quality Standard 

Indian norms are stiff enough to restrict chain from entering the Indian market. Through chains 

market is the largest automobile market, they could can’t enter into the India. Market many of the 

Indian manufactures meet the international quality certification and also meet the global 

automotive standards as well. In sort the global auto manufactures requirements can source quality 

components from India, why doubt that the time ahead would be golden years for auto ancillary 

industry 

Industry Highlights 

• The Rs. 127 bn worth domestic auto ancillary industry is highly fragmented, with hardly any 

global scale capabilities. 



12 
 

 

• Capital costs for production of most components is not steep and technology though a key factor, 

relatively stable. 

• . In the price conscious replacement market, small scale unorganized sector is well entrenched, 

despite its low quality. 

• OEMS (Original Equipment Manufacturers) are mainly catered to by organized sector. 

• The Industry prospects are again linked to the domestic auto sector including replacement 

market. 

 
Auto Components Industry 

The Indian auto components industry has an esteemed production of US $ 10 billion. The 

spiraling demand from domestic and international auto companies have been this sector emerging 

as one of the growing manufacturing sector in India and globally. 

Surge in automobile industry since the nineties has led to robust growth of the auto 

component sector in the country. In tandem with the industry trends, the Indian component sector 

has shown great advances in recent years in terms of growth, spread, absorption of new 

technologies and flexibility. Indian auto component industry has seen major growth with the 

arrival of world vehicle manufactures from Japan, US and Europe. Today, India is emerging as 

one of the key auto components centre in Asia and is expected to play a significant role in the 

global automotive supply chain in the near future. 

Today, the auto- component industry has emerged as a highly competitive segment of the 

manufacturing sector. Indian auto component industry is wide and has been one of the fastest 

growing segments of auto sector. During the year 2007-08, the auto component industry continued 

its high growth path and emerged as one of the fastest growing sector in Indian engineering 

industry by clocking 21% growth output during the year. The industry crossed a total turnover of 

over US $15 billion, with exports of US $ 2.9 billion during the year. It supports industries like 
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automobiles, machine tools, steel aluminium, rubber, plastic, electrical, electronics, forgings and 

machining. India has also emerged as an outsourcing hub for auto parts for international companies 

such as Ford, General Motors, Daimler Chrysler, Fiat, Volkswagens and Toyot 

Growing Capabilities of Indian Component Suppliers 

1. Proficiency in understanding Technical drawings and well conversant in all Global 

Automotive standards. American, Japanese, Korean, European standards etc. 

2. Appropriate automation leading to economic production costs. 

3. Flexibility in small batch production. 

4. Growing IT capability for design, development & simulation. 

5. Respect for intellectual property. 

 
The Indian automotive industry has grown at a CAGR of 14% p.a. over the last 5 years sales 

of vehicles around 9 million vehicles in 2005-06. It has potential to emerge the largest in the world, 

presently India is 

1. 1st largest two wheeler market in the world. 

2. 5th largest commercial vehicle market in the world. 

The industry has emerged as a key contributor to the Indian economy. The developments in 

the Indian auto component industry can be traced to trade liberalization during the 1990’s that 

resulted in an influx of multinational automotive companies like ford, general motors, Hyundai, 

Mercedes-Benz, Peugeot, and Volvo into India. 

Consumers reacted favorable to the expanded set of offerings and consequently the demand 

for cars in India surged. For example, the sales if foreign brand cars grew from almost nothing 

before the entry of Hyundai in 1997 to 17% of the car market in the year 1998-99 to more than25% 

of the car market in 2004-05. The auto market, consisting of passenger vehicle, commercial 

vehicles, two wheelers, three wheelers and tractors, expanded from a sales level of 3.3 million 
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vehicles in the year 1995-96 to nearly 6.8 million vehicles during 2005-06. 

• The Indian auto component industry responded to these challenges by adding capacity and 

modernizing existing plants. Many firms entered into technical collaboration and equity 

partnership global tier-one suppliers. Global tier-one suppliers like Delphi and Visteon set 

manufacturing units in India. 

• During this period, there was significant growth in multinational companies, exports are still 

very compared to annual global auto component sales, which were $ 730 billion, there is a 

significant share of the sales components firms. 

• Before Maruthi, the auto component industry was characterized by low volumes, high 

fragmentation, negligible auto machine and consequently poor quality. Worth talking about. 

Maruthi challenged all that for the first time the Indian market hand volumes worth speaking 

of a product that was exportable and proper systems. 

• The key of course is the export- worthiness of the Maruthi, Zen mark by 1989-90, the 

component industry boomed in tandem, in the meantime, other Japanese majors like Honda, 

Yamaha, Toyota and Mitsubishi also flagged off two- wheeler and light commercial vehicles 

production 

• This paved the way for foreign collaborations in the component sector, and till date some 95 

Japanese alliances have been struck. Maruthi itself floated 11 joint ventures and has as many 

as 375 vendors. 

• The Indian auto component industry has an estimated production of US $ 10 billion. The 

spiraling demand from domestic and international auto companies has seen this sector 

emerging as one of the fastest growing manufacturing sectors in India and globally. 

The auto components industry is predominantly divided into five segments. 
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1. Engine Parts 

2. Drive Transmission & Seating Parts 

3. Suspension & Brake Parts 

4. Electrical Parts 

5. Body And Chassis 

 
According to the ACMA (Auto Components Manufacturers Association of India), the sector 

is set to grow at a CAGR of 15 per cent till fiscal 2012. This sector is now working towards an 

open market. A large number of joint ventures with leading global manufacturers have already 

been set up in the auto- components sector. And with India estimated to have the potential to 

become one of the top five auto component economies by 2025, the pace is expected to pick up 

even further. 

Moreover the automotive components industry is perceived as a lucrative sector with 

tremendous potential for foreign direct investments. The year 2007-08 saw the auto components 

sector soar with exports touching the US$ 5.9 billion in 2008-09, and touch US$ 20 billion in seven 

years owing to the huge and growing markets both within India,  and overseas. 

Domestic Investment 

The market is so large and diverse that a large number of players can be absorbed to 

accommodate buyer needs. The sector not only has global players looking to invest and expand 

but leading domestic component companies are also pumping in huge sums into expanding 

operations. 

1. Bharat Forge invested US$ 135 million in its Pune plant for increasing domestic capacity to 2, 

40,000 tones. 

2. Armtek Auto is expanding capacity of its castings unit to 70,000 tons per annum from 30,000 

TPA. 
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Foreign Investments 

India enjoys a cost advantage with respect to casting and forging as manufacturing costs in 

India are 25 to 30 per cent lower than their western counterparts. Seeing the growing popularity of 

India in the automotive component sector ( a whopping US$ 530 million in terms of foreign direct 

investment), the investment commission has set a target of attracting foreign investment worth 

US$ 5 billion for the next five years to increase India's share in the global auto components market 

from the existing 0.4 percent to 3-4 percent.  

1. Chrysler is setting up a local sourcing unit in Chennai and expected to start sourcing for its 

global plant by next year. 

2. Pal finger AG, the Austrian hydraulic lifting, loading and handling systems manufactures, 

has joined hands with Western Auto LLC, Dubai, the vehicle dealership arm of ETA Star 

group, have invested US$ 1.7 million to set base in India. 

3. IFCI Venture Capital Funds Ltd is launching a private equity fund in association with 

German consultancy UBF-B worth US$ 144.67 million focused entirely on domestic 

automotive components industry. 

4. Auto parts maker Robert Bosch of Germany will invest US$ 201.4 million in its Indian 

subsidiaries over the next two years. 

5. Japan's Omron Corporation, the leading manufacturers of automation components has set up 

the company's first production base on the subcontinent. 

6. Swiss company Reiter Automotive India aims to increase its production capacity in India and 

extend its product range to heat shields. 

 
Destination India 

The ACMA - Mc Kinsey Vision 2015 document forecasts the potential for the Indian auto 

component industry to be US$ 40-45 billion by 2015. Investments and exports in this segment are 

witnessing continuous growth. Global automobile manufactures see India as a manufacturing hub 

for auto components and are rapidly ramping up the value of components they source from India 
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due to 

1. The cost competitiveness in terms of labour and raw material 

2. Its established manufacturing base. 

3. Fine quality of components manufactured in India (used as original components for vehicles 

made by General Motors, Mercedes, IVECO and Daewoo among others). 

As a result, Japanese and British component manufacturers are seeking joint- ventures in 

India. Delphi, the auto component division of General Motors is planning to set up plants in India. 

Robert Bosch, auto parts maker of Germany has relocated manufacture of certain products to 

MICO, India. Crosslink International Wheels, Malaysia's leading automobile security provider has 

set up its manufacturing unit at Bade to make India the export hub for the SAARC region. 

Foreign auto makers, including Ford Motor Co., General Motors Corp., Honda Motors Co., 

Toyota Motor Corp., Daimler Chrysler AG and Hyundai Motor Co., are all looking to increase 

their presence in India and use it as an export hub. 

The Indian automotive export industry has made a global mark. Both the automobile 

industries along with the component industry in contributing to India's overall export effort. 

According to ACMA, more than a third (36 percent) of Indian auto component exports head for 

Europe, with North America featuring a close second at 26 percent. 

Growing Capacity of Indian Component Suppliers 

• Proficiency in understanding technical drawings and well conversant in all global automotive 

standards, American, Japanese, Korean, European standards etc. 

• Appropriate automation leading to economic production costs. 

• Flexibility in small batch production. 

• Growing IT capacity for design, development & simulation. 



18 
 

• Respect for intellectual property. 

The Indian automotive industry has grown at a CAGR of 14 percent p.a. over the last 5 years 

sales of vehicles reaching around 9 million vehicles in 2009-10. It has the potential to emerge the 

largest in the world. 

That was just the first step in the process of Indian component marks producing globally 

competitive products. The next best thing to happen to this sector was the recession of 1992-93. 

To maintain their viability, ancillary had little choice but to focus on export markets, and set up 

quality. This is evident in the spate of ISO 9000 certifications those component makers began to 

receive. Of the roughly 350 companies in this sector, at least 130 have bagged ISO 9000 

certification, something no other industry can boast of the step-up process has not ended with the 

Japanese innovation. Gradually manufactures from all parts of the world are making a beeline for 

India. 
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Kusalava International Ltd 

 

Kusalava International Ltd., was established in the year 1964. It was earlier known as 

Bharath Industries were it was started as a small work shop. But later the name was changed 

to Kusalava International Ltd., Today Kusalava International Ltd., is one of the largest cylinder 

liner manufacturer's in India. Started in the year 1964 as a small foundry under the visionary 

leadership of Mr. Kusalava Rao (Chairman) Kusalava International Ltd has transformed. The 

organization into a truly professional organization with revenues closed to 25 million USD. 

Today, Kusalava International Ltd., supplies engine components to original equipment 

manufacturers in India, USA, and Europe. The company has established itself as the preferred 

supplier of cylinder liners worldwide. 

 

Brand Name "Tiger Power" - The Tough Parts 

Today “Tiger Power" brand is most dynamic name in the cylinder liner manufacturing 

business. Kusalava International Ltd has nearly 40 years of industrial manufacturing 

experience in the field. Nearly 50 percent of the production goes to original equipment. 

Kusalava International Ltd., had geared up to meet the technological changes and world 

standards. It also understood the competition in the world market arose done to the 

establishment of World Trade Organization. 

Kusalava International Ltd has consistently delivered quality automotive components in 

line with the specific of automobile majors in India and for the market spare parts segments to 

various countries like US, Italy, New Zealand, Bangladesh, Australia, Malaysia, Thailand, 

Mauritius and the Middle East. 
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Vision of the Organization 

"To produce quality auto component products the matching best available in  the world 

in terms of innovative design features and endues at competitive cost deliverable in time and 

maximize customer satisfaction to ensure constant increase in market share and global presence 

for the company." 

 

Mission of the Organization 

1. To constantly strive for automation and technology up gradation of company's plant 

process and product. 

2. To maximize customer satisfaction and efficient use of resources at company's disposal to 

optimize production and minimize cost. 

3. To trigger higher demand for company's product both in domestic and international 

market thereby improve market share. 

4. To improve both top line and bottom line of the company to ensure optimum returns for 

all stake holders of the company. 

5. To make Kusalava a true global conglomerate through professional management, 

corporate governance initiatives and strict adherence to regulatory compliances. 
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Corporate Structure 
 

Kusalava Group 
(Private Owned) 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
Technical Facilities 

 
Foundry 

• Inductotherm Induction Furnace 

• Automated Carousel Machines 
• Shot Blasting Machine 

• Heat Treatment Facilities 
• Parting Off Machines 

 
Test Equipment 

• Spectro Lab 

• Zeiss Metallurgical Microscope With Photographic Attachment 
• Image Analyzer 

• Nodularity Testing Equipment 
• Universal Testing Machine 
• Vickers, Brinnel& Rockwell Hardness Testing Machines 

Auto Components 

Trading Services 

Hauler 

services 

Finance 

I.T 

Auto 

Component 

Auto Motive 

Manufacturing 
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Mile Stones in Tiger Power Manufacturing 
 
1972 - Started production of grey iron cylinder liners. Started to major road transport 

corporations (STU's) 

1987 - Became the major source for defence vehicle factory. 1990 - Exported its first 

consignment to New Zealand. 

1992 - Tiger Power became the major supplier of cylinder liner in after market. 1994 - 

Emerged as the largest cylinder liner manufacturing in India. 

1995 - Kusalava Commissions its first overseas office in Houston, Texas USA, ISO 9002 

certified. 

1996- Sales figures crossed of 1 million USD. Kusalava becomes a limited company. 1997 - 

Started WOS in USA, ( Wholly Owned Subsidiary). 

1998 - QS-9000 certified. 

1999 - Started production of Ductile Iron castings. 2000 - ISO/TS 16949 certified. 

2002 - Turn Over crosses 10 millions USD. 

2003 - Introduced Six Sigma process. Awarded by ACMA for best Six Sigma project. 

2004 - Introduced lean manufacturing practices. Received the best supplied award from Eicher 

Motors, for outstanding contribution to supply chain management. Awarded by ACMA for best 

six sigma project in 2004 again. 

2005 - Entered into an agreement with the Market Leader Dalton Sleeves, USA for supplying 

High Grade Ductile iron liner to the Drag Racing Market. 

2006 - Total PM Kick off on July 3rd 2006. Kusalava commissions new plant at pant agar, 

Uttarakhand. 

2007 - Turnover crosses 20 million USD. Kusalava commissions new plant at Visakhapatnam, 

Andhra Pradesh. 

2009 - Implemented SAP across four manufacturing locations. 
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Products 
• Cylinder Liners. 
• Compressor Sleeves. 

• Al - Fin Rings. 
• Piston Ring Castings. 

• Pistons. 
 
 
 
 

Products Range 
 
 

Manufacturing Range 
 

➢ Cars and MUV's -cars 
(Compact, Mid-Sized, Saloon, 
Sedan) SUV'S & MUV's. 

 
➢ Commercial Vehicles - 

Light, Medium, Heavy, 
Trucks & Pickup vans. 

 
➢ Tractors 

 
➢ Other applications - 

Suitable for Compressor 
Engines, Diesel Engines, 
Marine, Aeronautical & 
Locomotives. 

Manufacturing Capabilities 

 
 
 
 
 
 
 
 
 

"Tiger Power" - Tough Parts had dovetailed their process to give peak performance 

with best quality at affordable price - a tangible result. We are proud to say now "Tiger Power" 

- Tough Parts is complete Global. Most of the vehicle manufacturer in the Indian domestic 

market has tie up with International manufacturers like Mazda, Hino, Mercedes Benz, 

Mitsubishi etc. 

SI.no Parameter Dimension 

1 10 (Min-Max) 45to 300 mm 

2 OD (Min-Max) 48 to 310 mm 

3 TL (Min-Max) 65 to 400 mm 

4 Thickness 
(Min) 

1mm 

5 Material Greyiron, 
Ductile Iron 
&bainite 

6 Weight(Min- 
Max) 

1 to 100 kgs 
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Manufacturing Locations 
 

• Unit I - Area 61000 m2, Adavinekkalam Village. Aagiripalli (Mandal), Krishna District, 
AP, India-521212. 

• Unit II - Area 12000 m2, B-4, Industrial estate, Vijayawada. Krishna District, AP,  
India - 520007. 

• Unit - III - Area 14000 m2, Plot No.10, Sector - 2, IIE Pantnagar, Rudrapur, Uttarakhand, 
India - 263153. 

• Unit - IV- Area 30000 m2, Plot No. M-1, VSEZ, Duvvada, Visakhapatnam, AP,  
India - 530046. 
 

 
List of Domestic O.E.M Client 

 
Product wise market share comparison with competitor 

 
Company Collaboration TP share 
Ashok Leyland Ltd Hino-Japan and British 

Leyland 
100.00% 

Telco Mercedes Benz 70.00% 
Eicher Motors Mitsubishi 100.00% 
Bajaj Tempo Ltd Daimler Benz 100.00% 
Swaraj Mazda 100.00% 
V.S.T.Tillers Tractors Ltd Mitsubishi 100.00% 

 
 

And for the international market, Kusalava International Ltd has a start 5 years back and 

supplying the products after quality validation for the below customers interestingly, Kusalava has 

worked on tanderm with the above international collaborated Indian OEM’s to achieve their 

strength quality requirement both in foundry and machining. The above  OEM’s contribute 30% 

of Kusalava International Ltd turn over. Technical offer from Kusalava have played a vital role in 

establishing and understanding the international specification for the domestic OEM’s and had 

good report for working hand in hand to meet the drawing print specifications. And for the 

international market Kusalava International Ltd is supply in the products after quality validation 

for the below customers. 
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Domestic After Market 

Kusalava International Ltd has a good market share in domestic market with the “Tiger 

Power” brand and is the biggest liner manufacturer in India. Kusalava had well established off site 

warehouse and branch set ups across India for market and customer access. 

Kusalava had started supplying its products to the aftermarket under the brand name “Tiger 

Power” since 1982. It has a dominating presence in the aftermarket and enjoys the confidence of 

major engine rebuilders/recorders, OEM’s and machines. Currently it possesses a market share of 

35% in India and 30% in USA. Even exports a major share of its production to various countries 

across the globe viz., Italy, UK, France, New Zealand, Bangladesh, Australia, Malaysia, Thailand, 

Mauritius and the Middle East. It had wide-spread, well established networks in India, USA, 

Canada and Europe to serve its clients on 24×7 bases. Tiger power offers a wide range of “The 

Tiger Parts” like cylinders/sleeves, Value Seat Inserts, Value Guides, Tappets, Position Pins, 

Gaskets, Alvin Nickel Inserts, Cast Sleeves for aluminum blocks, Cast iron/Ductile Iron Pipes, 

Inertia Rings. 

Company Product 

Kusalava manufacturers liners/sleeves in both cast iron and S.G.Iron, Centric cast value seat 

insert and Alfin Piston insert. As a new development Kusalava has started manufacturing the 

engineering items out of its own technology like 3mts, Pipes for ash disposal for the thermal power 

plants, sugar crushers materials, and motor frames for the electrical motors. 

           Technology Upgradation 

Kusalava has developed the basic technical requirement for the manufacturing of their 

products and in line to develop the technical strength hires experts from Germany for upgrading 

the foundry technology in line to the international practices. 
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Till Kusalava had taken 3 round of expert’s views to validate their process to find  tune their 

existing process for better productivity. Most significantly, Kusalava deputes their technical 

managerial personal for the training in different institutes for better of their knowledge and 

practices. Mr. Prasad R.K. Chukkapalli, Managing Director of Company has visited Japan under 

AOTS programmed for 15 days technical training in quality systems during the 1st week of 

October 2nd.  

 
Network and Logistics in India 

At present Kusalava has central at Vijayawada and have warehouses and trained personnel 

across India for identification and follow up. Our own Fleet of trucks played role in logistics for 

on time deliveries as per customer’s requirements. The central warehouses in India are 

• Vijayawada 

• Chennai 

• Cuttack 

• Nagpur 

• Rajkot 

• Ghaziabad 

 

 

 

Technical Highlights 

 

• Have a track record of 45 years. Equipped with the latest technology (in houses) in the 

industry to manufacture any variety of cylinder liners as per customer requirements meeting 

international standards. 
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• Highly automated with state of the art technology having the complete manufacturing 

facilities in house. 

• Continuous R&D in house to have an edge over the competitions TS 16949 certified 

company. 

• Good brand image. 

• Major supplier to domestic OEM’s like Tata Motors Ltd., Ashok Leyland Ltd., Eicher 

Motors Ltd., Bajaj Tempo Ltd., Swaraz Mazda Ltd., VST Tiller Ltd., and International 

OEM’s as Tier 2. 

         Technical Facilities  

Machine Division 

• Mazak CNC Turning & Machining Centres. 

• Nagel Double Expansion Honing Machines. 

• Gehring Honing Machines. 

• Centre Less Grinding Machines with Auto Gauging. 

• High Productivity SPM’s. 

• Automated Phosphating Plant. 

Test equipment 

• Lk Co-Ordinate Measuring Machine. 

• Zeiss Roundness Tester. 

• Zeiss Contour Measuring Machine. 

• Taylor Hobson Surface Roughness Tester. 

• Dyna Scan Profile Projector. 

• Multi Gauge Inspection Equipment. 

• Eddy Current Crack Detector. 
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Total Man Power in Kusalava International Ltd. 
 

Designation 2016-17 
Managing director & directors 7 
Vice presidents 2 
Chief information officer 1 
General managers 6 
Engineers 27 
Sales officers 40 
Skilled workers 55 
Semi skilled workers 120 
Unskilled workers 1224 
Administrative staff 220 
Total 1702 

 

R & D Department 

The department develop the schedules according to the customer drawing and sent to the 

production department it develops all parameters of the company, makes research plans to decrease 

the cost of production and improve the productivity. 

Turnover 
 
The turn over as per the 2017 reports depicts that it has crossed the 20 million US dollars mark. The 

recent objective achieve a turnover of rupees 1200 crore and cost reduction by rupees 6 crore. 

SWOT Analysis 

 

Strengths 

• Automated carousel machines at foundry for higher quality and productivity. 

• Automation of machining process with CNC machines to produce  

complex, shapes with close tolerance and higher productivity. 

• Well equipped laboratory to check all incoming material, metal charges, in process and 

finished components. 

• In house tool room facility to meet die and tool requirements. 
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• Kusalava in completed with a sophisticated development competency for customized 

solutions. 

• Less oil consumption with enhanced engine life. 

• A perfect cross hatch finished with plateau parameters is produced while controlling the 

quality with plateau CNC honing machines. 

• Expertise in developing wet type D & E microstructure on OD for crossing resistance and 

type A & B microstructure on ID for lubrication and ware resistance properties. 

• The developmental lead time for new products in 4-9 weeks. 

• Price competitive at Kusalava means increasing production and reducing cost 

simultaneously, with its four decades of experience. 

 
Weakness 

A very few drawbacks have been sorted cut and they are very micro problems 

which can be kind of suggestions for the company. They are 

• As the company is driven by a huge man power, availability of man power is large and the 

laurels that can be spoken of a very few. So exposure to the outer world and communication 

with the other reputed factory employees ( through internet, industrial visits, guest lecturers) 

participate in many more certification and research which we certainly be another feather in 

the company’s cap. 

• Giving away details of recent development in their respective fields in form of broachers. 

• Availability of a provision which would help them climbs the hierarchical ladder to boost up 

their confidence and trust on the company regarding their future. 

• Recreation clubs shall help them install tem spirit and relaxation too. 

Opportunities 

 

• A bright future waits ahead for this company as there is lot of opportunities thronging in. 

• The company has many warehouses and respective all over the world (20 warehouses and 

15 representatives in USA, one representative each from Germany, France, Italy, and 

Spain, 47 warehouses in India). 
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• Expansion of the Kusalava Empire will be the next talk of the media if there be a good 

management which would lead the way. 

• Lot of opportunities await the employees too as there can be deputation provision to the 

other ware houses in other parts of the world. 

 

Threats 

 

• Personnel management is a real challenge to take up as it certainly dealing with man power 

and more the number the more is the problems. 

• Kusalava industries is right now driven by man power and very less involvement of 

automated machinery which can cause problems regarding their reputation but the installing 

of the automated machinery like the auto carousel machine, automated phosphate plant, short 

blasting machine, CNC and SPM machines solved the threats.  



 
 
 
 
 
 
 
 
 

 

 
 
 

 
CHAPTER- IV 
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Introduction: 

Appraising the performance of individuals, groups and organizations is a common 

practice of al l  societies. While in some instances these appraisal processes are structured and 

formally sanctioned, in other instances they are an informal and integral part of daily activities. 

Thus, teachers evaluate the performance of students, bankers evaluate the performance of 

creditors, parents evaluate the behavior of their children, and all of us, consciously or 

unconsciously evaluate our "own actions from time to time. In social interactions, performance 

is conducted in a systematic and planned manner to achieve widespread popularity in recent 

years. 

Meaning: 

Performance appraisal is a method of evaluating the behavior of employees in the work 

spot, normally including both the quantitative and qualitative aspects of hob performance. 

Performance here refers to the degree of accomplishment of the tasks that make up an 

individual's job. It indicates how well an individual is fulfilling the job demands. Often the 

term is confused with effort, but performance is always measured in terms of results and not 

efforts. Some of the important features of performance appraisal given, they are: 

1. Performance appraisal is the systematic description of an employee's job- relevant strengths and 

weaknesses. 

2. The basic purpose is to find out how well the employee is performing the job and establish a plan 

of improvement. 

3. Appraisals are arranged periodically according to a definite plan. 
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4. Performance appraisal is not job evaluation. Performance appraisal refers to how well someone is 

doing the assigned job. Job evaluation determines how much a job is worth to the organization and, 

therefore, what range of pay should be assigned to the job. 

Use of Performance Appraisal: 

• Performance appraisal is helpful in assessing a firms human resources data must be 

available that describe the promobility and potential of all employees. 

• A well designed appraisal system provides a profile of the organization's human resource 

strengths and weaknesses to support this effort. 

• Performance evaluation ratings may be helpful in predicting the performance of job 

applicants. 

• Performance appraisal is useful in career planning and development. 

• Performance appraisal results provide a basis for rational decisions regarding 

compensation programmes. 

• Performance appraisal data are also frequently used for decisions in several areas of 

internal employee relations, including promotion, demotion, termination, lay-off. and 

transfer. 

• Performance appraisal is useful in assessment of employee potential. 

• Performance appraisal can be used to determine whether HR programmes such as 

selection, training, and transfers have been effective or not. 
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Appraisal Process: 

Each step in the process is crucial and is arranged logically. Many organizations make 

every effort to approximate the ideal process, resulting in first-rate appraisal systems. 

Unfortunately, many others fail to consider one or more of the steps and, therefore have less- 

effective appraisal system. 

 

 

 

 

 

 

 

 

 

Objectives of 
              Performance appraisal 

Establish job 
Expectations 

 

Design an appraisal 
Programme 

 

            Appraise performance 

Performance 
Interview 

Use appraisal data for 
appropriate Purpose 



34 
 

1. Objectives of Appraisal: 

Objectives of appraisal include effecting promotions and transfers, assessing training 

needs, awarding pay increases, and the like. The emphasis in all these is to correct the problems. 

2. Establish job expectations: 

The   second step in the appraisal process is to establish job expectations. This includes 

informing the employee what is expected of him or her on the job. 

3. Design appraisal programme: 

Designing an appraisal programme  posses several questions which need answers. They 

are (i) Formal versus informal appraisal; (ii) Whose performance is to be assessed? (iii) Who 

are the raters? (iv)What problems are encountered? (v) How to solve the problems? (vi) What 

should be evaluated? (vi i)  When to evaluate? (vi i i)  What methods of appraisal are to be 

used? 

4. Performance Interview: 

Performance interview is another step in the appraisal process. Once appraisal has been 

made of employees, the raters should discuss and review the performance with the rates, so 

that they will receive feedback about where they stand in the eyes of superiors. 

5. Use of Appraisal data: 

The final step in the evaluation process is the use of evaluation data. The data and 

information generated through performance evaluation must be used by the HR department. 

 

Methods of Performance Appraisal: 

                With the evaluation and development of appraisal system, a number of methods or 

techniques of performance appraisal have been developed. The important among them. 
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TRADITIONAL METHODS 

1) Graphic Rating Scales: 

Graphic rating scales compare individual performance to an absolute standard. In this 

method, judgments about performance are recorded on a scale. This is the oldest and widely 

used technique. This method is also known as linear rating scale or simple rating scale. The 

appraisers are supplied with printed forms, one for each employee. These forms contain a 

number of objectives, behavior and trait - based Qualities and characters to be rated like quality 

and volume of work, job knowledge, dependability, initiative, attitude etc., in the case of 

workers and analytical ability, creative ability, initiative, leadership qualities, emotional 

stability in the case of managerial personnel. These forms contain rating of scales. Rating scales 

are of two types, viz., continuous rating scale and discontinuous rating scales. In continuous 

order like o, 1, 2, 3, 4 and 5 and in discontinuous scale the appraiser assigns the point to each 

degree. The points given by the rater know performance regarding each character. The points 

given by the rater to each character are added up to find out the overall performance. Employees 

are ranked on the basis of total points assigned to each one of them. 

One reason for the popularity of the rating scales is its simplicity, which permits many 

employees to be quickly evaluated. Such scales have relatively lowDesign cost and high in 

case of administration. They can easily pinpoint significant dimensions of the job. The major 

draw back to these scales is their subjectivity and low reliability. Another limitation is that the 

descriptive words often used in such lies may have different meanings to different raters. 

2) Ranking Method: 

Under this method the employees are ranked from best to worst on some 

characteristics. The rater first finds the employee with the highest performance and the 

employees with the lowest performance in that particular job category and rates the former as 
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the best and the later as the poorest. Then the rater selects the next highest and next lowest and 

so on until he rates all the employees in that group. Ranking can be relatively easy and 

inexpensive, but its reliability and validity may be open to doubt. It may be affected by rater 

bias or varying performance standards. Ranking also means that somebody would always be 

in the backbench. It is possible that the low ranked individual in one group may turnout to be 

superstar in another group. One important limitation of the ranking method is that size of the 

different between individuals is not well defined. For instance, there may be little difference 

between those ranks third and fourth. 

3) Paired Comparison Method: 

This method is relatively simple. Under this method, the appraiser ranks the employees 

by comparing one employee with all other employees in the group, one at a time. As illustrated, 

this method results in each employee being given a positive comparison total and a certain 

percentage total positive evaluation. 

4) Forced Distribution Method: 

The rater may rate his employees at the higher or at the lower end of the scale under the 

earlier methods. Forced distribution method is developed to prevent the raters from rating too 

high or too low. Under this method, the rater after assigning the points to the performance of 

each employee has to distribute his ratings in a pattern to conform to normal frequency 

distribution. Thus, similar to the ranking technique, forced distribution requires the raters 

(supervisors) to spread their employee evaluation in a prescribed distribution. This method 

eliminates central tendency and leniency biases. However, in this method employees are placed 

in certain ranked categories but not ranked within the categories. Quite often work groups do 

not reflect a normal distribution or individual performance. This method is based on the 

questionable assumption, as group of employees will have the same distribution of excellent, 
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average and poor performers. If one department has all outstanding employees, the supervisor 

would find it extremely difficult to decide who should be placed in the lower categories. 

Difficulties can also arise when the raters most explain to the employee why he was placed in 

one grouping and others were placed in higher groupings. 

5) Checklist Methods: 

The Checklist is a simple rating technique in which the supervisor is given a list   of 

statement   or   words   and   asked   to   check   statements   representing   the characteristics 

and performance of each employee. There are three types of checklist methods, viz, simple 

checklist, weighted checklist and forced choice method. 

 (a)Weighted Checklist: 

The weighted checklist method involves weighting different items in the checklist 

having a series of statements about an individual, to indicate that some are more important than 

others. The rater is expected to look into the questions relating to the employee's behavior, the 

attached rating scale (or simply positive /negative statements where such a scale is not 

provided) and tick those traits that closely describe the employee behavior. Often the weights 

are not given to the supervisors who complete the appraisal process, but are computed and 

tabulated by someone else, such as a member of the personnel unit. In this method the 

performance ratings of the employee are multiplied by the weights of the statements and 

coefficients are added up. The cumulative coefficient is the weighted performance score of the 

employee. Weighted performance score is compared with the overall assessment standards in 

order to find out the overall performance of the employee. 

    The weighted checklist, however, is expensive to design to design, since checklist for 

each different job in the organization must be produced. This may prove time consuming also 

in the end. Though the weighted checklist method is evaluative as well as development, it has 
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the basic problem of the evaluator not knowing the items, which contribute mostly of successful 

performance. 

  (b)  Forced Choice Method: 

               This method was developed at the close of World War II. Under this method, a large 

number of statements in groups are prepared. Each group consists of four descriptive 

statements (treated) concerning employee behavior. Two statements are most descriptive 

(favorable) and two are  least descriptive (unfavorable) of each m tetrad. Sometimes there may 

be five statements in each group out of which one would be neutral. The actual weightings of 

the statements are kept secret. The appraiser is asked to select one statement that that mostly 

describes employee's behavior out of the two favorable statements are kept secret. The 

appraiser is asked to select one statement that that mostly describes employee's behavior out of 

the two unfavorable statements. The items are usually a mixture of positive and negative 

statements. The intent is to eliminate or greatly reduce the rater's personal bias, specially the 

tendency to assign all high or low ratings. The items are designed to discriminate effective 

from ineffective workers as well as reflect valuable personal qualities. 

6) Critical Incident Method: 

Employees are rated discontinuously, i.e., once in a year or six months under the earlier 

methods. The performance rated may not reflect real and overall performance, as the rater 

would be serious about appraisal method, i.e., critical incident method has been developed. 

Under this method, the supervisor continuously records the critical incidents of the employee 

performance or behavior relating to all characteristics (both positive and negative) in a 

specially designed notebook. The supervisor rates the performance of his subordinates on the 

basis of notes taken by him. Since the critical incident method does not necessarily have to be 
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a separate rating system, it can be fruitfully employed as documentation of the reasons why an 

employee was rated in a certain way. 

The critical incident method has the advantage of being objective because the rater 

considers the records of performance rather than the subjective points of opinion. 

7) Essay or Free From Appraisal: 

This method requires the manager to write a short essay describing each employee's 

performance during the rating period. This format emphasizes evaluation of overall 

performance, based on strengths weakness of employee performance, rather than specific job 

dimensions. By asking supervisors to enumerate specific examples of employee behavior, the 

essay technique minimizes supervisory bias and halo effect. 

8) Group Appraisal: 

              Under this method, an employee is appraised by a group of appraisers. This group 

consists of the immediate supervisor of the employee, to other supervisors who have close 

contact with employee's work, manager or head of the department and consultants. The head 

of the department or manager may be the chairman of the group and the immediate supervisor 

may act as the coordinator for the group activities. This group uses any one or multiple 

techniques discussed earlier. The immediate supervisor enlightens others members about the 

job characters, demands, standards of performance etc. Then the group appraises the 

performance of the employee, compares the actual performance with standards, find out the 

deviations, discusses the reasons therefore, suggests ways for improvement of performance, 

prepares action plans, studies the need for change in job analysis and standards and 

recommends change, it necessary. This method is widely used for purpose of promotion, 

demotion and retrenchment appraisal. 
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9) Confidential Report: 

Assessing the employee's performance confidentially is a traditional method of 

performance appraisal. Under this method, superior appraises the performance of his 

subordinates based on his observations, judgments and institutions. The superior keeps his 

judgment and report confidentially. In other words the superior does not allowed the employee 

to know the report and his performance. Superior writes the report about his subordinates, 

strengths. Weakness, intelligence, attitude to work, sincerity, commitment, punctuality, 

attendance, conduct, character, friendliness, etc, 

Though confidential report is a traditional method, most of the public sector 

organizations still follow this method in appraising the employee's performance. This method 

suffers from a number of limitations. 

MODERN METHODS 

1) Behaviorally Anchored Rating Scales (BARS): 

The Behaviorally Anchored Rating Scales (BARS) method combines elements of the 

traditional rating scales and critical incidents methods. Using BARS, job behaviors from 

critical incidents - effective and ineffective behaviors are described more objectively. The 

method employs individuals who are familiar with a particular job to identify its major 

components. They then rank and validate specific behaviors for each of the components. BARS 

require considerable employee participation; its acceptance by both supervisors and their 

subordinates may be greater. Proponents of BARS also claim that such a system differentiates 

among behavior, performance and results, and consequently is able to provide a basis for 

setting developmental goals for the employee. Because it is job - specific and identities 

observable and measurable behavior, it is more reliable and valid method for performance 

appraisal.  
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2) Assessment Centre: 

This method of appraising was first applied in German Army in 1930. Later business 

and industrial houses started using this method. This is not a technique of performance 

appraisal by itself. In fact it is a system or organization, where assessment is done by several 

individuals and also by various experts by using various techniques. 

In this approach individual from various departments are brought together to spend two or 

three days working on an individual or a group assignment similar too the ones they'd be 

handling when promoted. All assess get an equal opportunity to show their talents and 

capabilities and secure promotion based on merit. An assessment model is shown below. 

Human Resource Accounting deals with cost of and contribution of human resource to 

the organization. Cost of the employee includes cost of manpower planning, recruitment, 

selection, induction, placement, training, development, wages and benefits etc. employee 

contribution is the money value of employee service which can be measured by labour 

productivity or value added by human resources. 

3) Management by objectives: 

Although the concept or management by objectives was advanced by Peter F.Duckers 

way back in 1954, it was described only recently as 'large range' in performance appraisal. 

Refinements brought out by George Odione, Valentines, Humble and others have enriched the 

concept and made it more acceptable all over the globe as an MBO in their work settings. Some 

of the companies which implemented MBO reported excellent results, others disappointments, 

and many in decisions. Started briefly, MBO is a process whereby the superiors and 

subordinate managers of an organization joint ly  identify its common goals, define each 

individual's major areas of responsibility in terms of results excepted of him, and use these 
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measures of guides for operating the unit and assessing the contribution of its members. 

Generally, the unit and assessing the contribution of its members. 

 Generally the 1VIBO is undertaken along the following lines. 

• The subordinate and superior jointly determine goals to be accomplished during the 

appraisal period and what level of performance is necessary for the subordinate to 

satisfactory achieve specific goals. 

• During the appraisal period the superior and subordinate update and later goals as necessary 

due to changes in the business environment. 

4) Counseling: 

After the performance of the employee is appraised, the superior should inform the 

employee about the level of his performance, the reason for the same, need for and the 

methods of improving the performance. The superior should counsel the employee about 

his performance and the methods of improving it. 

Counseling is a planned, systematic intervention in the life of an individual who is 

capable of choosing the goal and the direction of his development. Thus, the purpose of 

counseling is to help the employee aware of his own performance, his strengths and 

weakness, opportunities availabilities available for performance counseling can be done 

in the form of performance interview by the superior. 

5) Managerial Appraisal: 

It is relatively easy to appraise the performance of technical or operative employees 

compared to managerial personnel. This is because; the performance of operative employees 

can be measured quantitatively, whereas the performance of managers cannot be determined 

quantitative terms. Harold Koontz has developed a concept of managerial functions, viz., 
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planning, organizing, leading motivating, staffing and controlling. Performing a number of or 

series of activities can perform each of these functions. For example, performing staffing 

functions requires performing a series of activities like analyzing jobs of his department, 

planning for human resources, deciding upon internal and external recruitment. Thus each 

function and sub functions of manager are elaborated into a series of activities. The checklist 

contain the questions in these areas is prepared with a five degree rating scale, i.e., externally 

poor performance, neither poor nor fair performance and externally fair performance. Thus this 

technique measures the performance of managers in managing organizational environment. 

 

Characteristics of an effective appraisal system: 

The basic purpose of a performance appraisal system is to improve performance of individuals, 

teams, and the entire organization. The system may also serve to assist in the making of administrative 

decisions concerning pay increases, transfers, or terminations. In addition, the appraisal system must 

be legally defensible. Organizations should seek an accurate assessment of performance that permits 

the development of a plan to improve individual and group performance. 

The following factors assist in accomplishing these purposes; 

Job related criteria: - 

Job relatedness is perhaps the most basic criteria in employee performance appraisal. 

More specifically, evaluation criteria should be determined through job analysis. 

Performance expectations: - 

Managers and sub-ordinates must agree on performance expectations in advance of the 

appraisal period. On the other hand, if employees clearly understand the expectations, they can 

evaluate their own performance and may timely adjustments as they perform their jobs without 

having to wait for the formal evaluation review. 
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Standardization: - 

Firm should use the same evaluation instrument for all employees in the same job category- 

who work for the same supervisor. Supervisors should also conduct appraisals covering similar periods 

for these employees. Regularly scheduled feedback sessions and appraisal interviews for all 

employees are essential. 

Trained appraisers: - 

The individual or individuals who observe at least a representative sample of job performance 

normally have the responsibility for evaluating employee performance. This person is often the 

employee's immediate supervisor. Training should be given to these appraisers to ensure accuracy 

and consistency. A training module posted on the internet or company intranet may serve to provide 

information for managers as needed. 

Continuous open communication: - 

Most employees have a strong need to know how well they are performing. A good 

appraisal system provides highly desired feedback on a continuing basis. There should be few 

surprises in the performance review. 

Performance reviews: - 

A performance review allows them to detect any errors or omissions in the appraisal, or 

an employee may simply disagree with the evaluation and want to challenge it. Constant employee 

performance documentation is vitally important for accurate performance appraisal. 

Due process: - 

Ensuring due process is vital. If the company does not have a formal grievance procedure, it should 

develop one to provide a employees an opportunity to appeal appraisal results that they consider 

inaccurate or unfair. They must have a procedure for pursuing their grievances and having them 

addressed objectively. 
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1. Do you think that performance appraisal of employee is necessary? 

         Table-5.1 

S.No Attributes % of Respondents 

1 Strongly Agree   64% 

2 Agree 17% 

3 Disagree  19% 

 Total 100% 

   

Graph-5.1

 

 

INTERPRETATION: 

 From the above table it states that 64% of the respondents are strongly agree that 

appraising the performance of employees is necessary. 17% of the respondents are agree that 

appraising the performance of employees is necessary. 19% of the respondents said that 

evaluation of the performance of the employee is not necessary. Majority of the respondents 

are of the view that it is necessary to appraise the performance of employees. 
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2. Effective performance system is a motivating factor to employees. 

           Table-5.2 

S.No Attributes % of Respondents 

1  Agree  15% 

2 Neutral 58% 

3 Disagree 27% 

 Total 100% 

 

Graph-5.2 

 

 

INTERPRETATION: 

 From the above table it states that 15% of the respondents are agree that the effective 

performance appraisal system is a motivating factor. 58% of the respondents is neutral for 

effective performance appraisal system is a motivating factor and 27% of the respondents are 

disagree to the effective performance appraisal system is a motivating factor to the employee.  
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3. Are you satisfied with the Performance Appraisal methods applied by the 
organisation. 

            Table-5.3 

S.No Attributes % of Respondents 

1 Satisfies    66% 

2 To some extent  10% 

3 Dissatisfied  24% 

 Total 100% 

 

Graph-5.3 

 

 

INTERPRETATION: 

  Above table shows that 66% of the respondents are satisfied with the performance 

appraisal methods applied by the organisation. 10% of the respondents are satisfied to some 

extent and 24% of the respondents are not satisfied with the performance appraisal methods 

applied by the organisation.  
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4. Do you think performance appraisal is a base for promotions and transfer? 

            Table-5.4 

S.No Attributes % of Respondents 

1 Yes  66% 

2 To some extent  19% 

3 No 15% 

 Total 100% 

 

Graph-5.4 

 

 

INTERPRETATION: 

 From the above table it states that 66% of the respondents said yes for performance 

appraisal as a base for promotions and transfers and 19% of the respondents said that  to some 

extent performance appraisal as a base for promotions and transfers. 15% of the respondents 

said no to performance appraisal is a base for promotions and transfers.  
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5. Are you fully aware of performance appraisal process done in your organisation? 

         Table-5.5 

S.No Attributes % of Respondents 

1 Yes  45% 

2 To some extent  19% 

3 No 35% 

 Total 100% 

 

Graph-5.5 

 

 

INTERPRETATION: 

 From the above table it states that 45% of the respondents is fully aware of performance 

appraisal and 19% of the respondents are aware of performance appraisal to some extent. 35% 

of the respondents are not aware of the performance appraisal. Most of the respondents are 

fully aware of the performance appraisal. 
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6. Performance appraisal system contributes in improving the performance of an 
employee. 

          Table-5.6 

S.No Attributes % of Respondents 

1 Strongly Agree   68% 

2 Agree 19% 

3 Disagree  13% 

 Total 100% 

 

Graph-5.6 

 

 

INTERPRETATION: 

 From the above table it states that 68% of the respondents strongly agree that 

performance appraisal system contributes in improving the performance of an employee and 

19% of the respondents agree that performance appraisal system contributes in improving the 

performance of an employee. so, the performance appraisal is necessary for employees and 

13% of respondents feel that performance appraisal doesn’t contributes in improving the 

performance of an employees.  
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7. What is your opinion on current appraisal system? 

             Table-5.7 

S.No Attributes % of Respondents 

1 Good 43% 

2 Average 24% 

3 Bad 33% 

 Total 100% 

 

 Graph-5.7 

 

 

INTERPRETATION: 

 From the above table it states that 43% of the respondents said that current appraisal 

system is good and 33% of the respondents said that current appraisal system is average. 24% 

of the respondents said that current appraisal system is bad.  
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8.Technical skill are considered while evaluating the performance. 

            Table-5.8 

S.No Attributes % of Respondents 

1 Yes  87% 

2 To some extent 6% 

3 No 7% 

 Total 100% 

 

Graph-5.8 

 

INTERPRETAION: 

 From the above table it states that 87% of the respondents accept that technical skills 

are considered while evaluating the performance appraisal only 7% respondents feel that 

technical skills are not considered while evaluating the performance appraisal. 6% of the 

respondents accept to some extent that technical skills are considered while evaluating the 

performance appraisal. Majority of the respondents think technical skills play a very important 

role in performance appraisal. 
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9. Are you provided with any training after appraisal? 

           Table-5.9 

S.No Attributes % of Respondents 

1 Yes  33% 

2 To some extent 14% 

3 No 53% 

 Total 100% 

 

Graph-5.9 

 

 

INTERPRETATION: 

 From the above table it states that 33% of the respondents are provided with training 

programmers after performance appraisal if their rating is low and 14% of the respondents feel 

that training programmers after performance appraisal is given to some extent. 53% of the 

respondents are of the view that they were not provided with any training programmer after 

appraisal. Most of the respondents feel that there are not getting any training programmers after 

performance appraisal. 
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10. Performance appraisal leads to competition among the employees. 

          Table-5.10 

S.No Attributes % of Respondents 

1 Strongly Agree   43% 

2 Agree 19% 

3 Disagree  38% 

 Total 100% 

 

Graph-5.10 

 

 

INTERPRETATION: 

           From the above table it states that 43% of the respondents strongly agree that 

performance appraisal programmer lead to competition among the employees and 19% of the 

respondents agree that performance appraisal programmer lead to competition among the 

employees. 38% of the respondents feel that performance appraisal programmer does not lead 

to competition among the employees.  
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11. Are you satisfied with the rewards given by the organisation. 

           Table-5.11 

S.No Attributes % of Respondents 

1 Yes  60% 

2 To some extent 11% 

3 No 29% 

 Total 100% 

 

Graph-5.11 

 

 

INTERPRETATION: 

            From the above table it states that 60% of the respondents feel satisfied with the 

rewards given by the organisation and 11% of the respondents said that they satisfied with the 

rewards given by the organisation to some extent. 29% of the respondents said that they are not 

satisfied with the rewards given by the organisation.  
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12.Are you getting proper feedback after appraisal from appraiser. 

          Table-5.12 

S.No Attributes % of Respondents 

1 Yes  21% 

2 To some extent 20% 

3 No 59% 

 Total 100% 

 

Graph-5.12 

 

 

INRERPRETATION: 

                 From the above table it states that 21% of the respondents said they are getting 

feedback after the performance appraisal and 59% of the respondents are feel that they are not 

getting any feedback after appraisal.20% of the respondents are feel that they are getting 

feedback after appraisal to some extent. Most of the respondents are not getting feedback after 

the performance appraisal  
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13. Performance appraisal system helps in identifying strength of the individual in his 
job. 

             Table-5.13 

S.No Attributes % of Respondents 

1 Yes  64% 

2 To some extent 9% 

3 No 27% 

 Total 100% 

 

Graph-5.13 

 

 

INTERPRETATION: 

               From the above table it states that 64% of the respondents feel that performance 

appraisal system helps in identifying strength of the individual in his job and 27% respondents 

do not feel that performance appraisal system helps in identifying strength of the individual in 

his job.9% of the respondents feel that performance appraisal system helps in identifying 

strength of the individual in his job to some extent. 
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14. Does the performance appraisal system in the organisation is successful in 
identifying training needs. 

            Table-5.14 

S.No Attributes % of Respondents 

1 Yes  49% 

2 To some extent 19% 

3 No 32% 

 Total 100% 

 

Graph-5.14 

 

 

INTERPRETATION: 

            From the above table it states that 49% of the respondents said that the present appraisal 

system is successful in identifying the training needs and 19% of the respondents feel that the 

present appraisal system is successful to some extent in identifying the training needs. 32% of 

the respondents said that the present appraisal system is not successful in identifying the 

training needs. On a whole majority of the respondents said that the present appraisal system 

is successful in identifying the training needs.  
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15. In your view how effective is performance appraisal. 

          Table-5.15 

S.No Attributes % of Respondents 

1 Good 66% 

2 Moderate 19% 

3 Poor 15% 

 Total 100% 

 

Graph-5.15 

 

 

INERPRETATION: 

            From the above table it states that 66% of the respondents felt good about the 

performance appraiser effectiveness. 19% of respondents felt moderate about the performance 

appraiser effectiveness. 15% of the respondents felt poor about the performance appraiser 

effectiveness. Majority of the respondents said that the performance appraisal system adopted 

by the management is good. 
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16. Is the appraisal system adopted by the management is fair and transparent. 

          Table-5.16 

S.No Attributes % of Respondents 

1 Yes  47% 

2 To some extent  20% 

3 No 33% 

 Total 100% 

 

Graph-5.16 

 

 

INTERPRETATION: 

            From the above table it states that 47% of the respondents said that the present appraisal 

system is fair and transparent. 20% of the respondents said that the present appraisal system is 

fair and transparent to some extent. 33% of the respondents said that the present appraisal 

system is not fair and transparent. Most of the respondents said that the present appraisal system 

is fair and transparent. 
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17. The outcome of the performance appraisal should be immediately communicated to 
the employees. 

           Table-5.17 

S.No Attributes % of Respondents 

1 Strongly Agree   58% 

2 Agree 9% 

3 Disagree  33% 

 Total 100% 

 

Graph-5.17 

 

 

INTERPRETATION: 

           From the above table it states that 58% of the respondents strongly agree regarding the 

performance appraisal communicated immediately to the employee and 9% of the respondents 

agree regarding the performance appraisal communicated immediately to the employee. 33% 

of the respondents disagree regarding the performance appraisal communicated immediately 

to the employees. Majority of the respondents strongly agree regarding the performance 

appraisal communicated immediately to the employees. 
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18. How often performance appraisal is done in your organisation? 

          Table-5.18 

S.No Attributes % of Respondents 

1 3 Months  55% 

2 6 Months  26% 

3 Yearly 19% 

 Total 100% 

 

Graph-5.18 

 

 

INTERPRETATION: 

          From the above table it states that 55% of the respondents feel once in 3 months as the 

right period regarding performance appraisal in the organisation. 26% of the respondents feel 

once in 6 months as the right period regarding performance appraisal in the organisation and 

19% of the respondents feel once in yearly is the right period regarding performance appraisal 

in the organisation.  On the whole majority of the respondents feel once in 3 months as the 

right period regarding performance appraisal in the organisation. 
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Findings  

• Some of the respondents felt that there need change in current appraisal methods. 

• Most of the respondents don’t known how the performance appraisal is done in the 

organisation. 

• Majority of the respondents felt appraisal is a base for promotions and transfer 

• Nearly half of the respondents said that appraisal system in the organization is helpful in 

identifying training needs. 

• It is observed that most of the respondent felt that performance appraisal should be done 

for every 3 months. 

• The appraisal system adopted by the management is not fair enough. 

•  Most of the respondents don’t get any feedback after the appraisal from appraiser. 

• It is observed that performance appraisal helps in motivating the employees. 
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Suggestions 

• It is suggested that performance appraisal process should be kept transparent. 

• It is suggested to provide feedback about the performance of the employee after the 

appraisal process so that they can take certain measures to improve themselves further. 

• It is suggested that the design performance appraisal system should be in such a way that 

it should motivate the employees. 

• It is suggested that appropriate training must be given  to the employees after the 

appraisal. 
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Conclusion  

• The study concluded that the current appraisal system which is following in Kusalava 

Hyundai is non effective due to lack of transparency. 

• This study helps to improve the current appraisal system by providing various 

suggestions due to the organization productivity depends on individual employee 

performance.  
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Annexure 

 

1) Do you think that performance appraisal of employees is necessary?  

a)Strongly Agree   b)Agree    d)Disagree 

2) Do you think that effective performance system is an motivating factor to 

employees? 

a)Yes   b)To some extent    d)No 

3) Are you satisfied with the performance appraisal methods applied by the 

organization ? 

a)Satisfies   b)To some extent    d)Dissatisfied 

4) Do You like performance appraisal is a base for promotions and transfer? 

a)Yes   b)To some extent    d)No 

5) Are you fully aware of performance appraisal? 

a)Yes   b)To some extent    d)No 

6) Does the performance appraisal system contribute in improving the performance 

of an employee? 

a)Strongly Agree   b)Agree    d)Disagree 

7) Do you think the rewards are linked to your appraisal system? 

a)Yes   b)To some extent    d)No 

8) Are your technical skill are considered while evaluating the performance? 

a)Yes   b)To some extent    d)No 
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9) Are the problems related to your work considered at the time of appraisal? 

a)Yes   b)To some extent    d)No 

10) Are you provided with any training after appraisal? 

a)Yes   b)To some extent    d)No 

11) Does the performance appraisal system leads to competition among the 

employees? 

a)Strongly Agree   b)Agree    d)Disagree 

12) Are you getting feedback after appraisal from appraiser? 

a)Yes   b)To some extent    d)No 

13) Performance appraisal system helps in identifying strength of the individual in his 

job? 

a)Yes   b)To some extent    d)No 

14)  Does the performance appraisal system in the organization is successful in 

identifying training needs? 

a)Yes   b)To some extent    d)No 

15) In your view how effective is your performance appraiser? 

a)Good    b)Moderate                       d)Poor 

16) Is the appraisal system adopted by the management is fair and transparent? 

a)Yes   b)To some extent    d)No 
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17)  The outcome of the performance appraisal should be immediately communicated 

to the employees? 

a)Strongly Agree   b)Agree    d)Disagree 

18) How often performance appraisal is done in your organization? 

a)3 months   b)6 months     d)Yearly 
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1.1Introduction 

 

 

Financing is the act of providing funds for business activities, making purchases or 

investing. Financial institutions and banks are in the business of financing as they provide 

capital to businesses, consumers and investors to help them achieve their goals. Finance is the 

science that describes the management, creation and study of money, banking, credit, 

investments, assets and liabilities. Finance consists of financial systems, which include the 

public, private and government spaces, and the study of finance and financial instruments, 

which can relate to countless assets and liabilities. Some prefer to divide finance into three 

distinct categories: public finance, corporate finance and personal finance. All three of which 

would contain many sub-categories. 

Every business needs funds for two purposes –for its establishment and to carry out its day-

to-day operations. Long-term funds are required to create production facilities through 

purchase of fixed assets such as plant and machinery, land, building, furniture etc. investment 

in these assets represent that part of firm’s capital which is blocked on a permanent or fixed 

basis and is called fixed capital. Funds are also needed for short term purpose for the 

purchase of raw materials, payment of wages and other day-to-day expenses 

By Financial Management we mean efficient use of economic resources namely capital 

funds. According to Phillippatus, “Financial Management is concerned with the Manage trial 

decisions that results in the acquisition and financing of short term and long term credits for 

the firm”. So the analysis simply states two main aspects of Financial Management like 

procurement of funds and an effective use of funds to active business Objectives. 

From the cost point of view equity capital is most expensive source of funds as dividend 

expectations of shareholders are normally higher than prevalent interest rates. Financial 

management constitutes risk, cost and control. The cost of funds should be at minimum for a 

proper balancing of risk and control. 

 

 

 

 

MEANING OF FINANCIAL MANAGEMENT: 
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Financial Management is very important to every type of organization. It refers to that 

part of managerial activity concerned with the procurement and utilization of funds for 

business purpose. 

In the words of Joseph Massive: 

“Financial Management is the operational activity of a business that is responsible for 

obtaining the funds necessary for efficient operation”. 

Thus financial management is concerned with: 

1. Estimation of the fixed and working capital requirements. 

2. Formulation of capital structure.  

3. Procurement of fixed and working capital and 

4. Management of earnings. 

Definition: 

The term financial management has been defined differently by different authors. 

“Financial Management is concerned with the efficient use of an important 

Economic resource, namely capital fund” -Solomon 

“Financial Management deals with procurement of funds and their effective 

utilization in the business”. -S.C.Kuchhal 

  

FUNDS FLOW ANALYSIS 

The following are the definitions of funds flow statement. 

R.N.ANTHONY 

“The funds flow statement described the sources from which additional funds were 

derived and the used to which these funds are put.” 
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1.2 Need For the Study 

 
The main need of the study is to analyses the financial information of the A4 SOFTECH PVT 

LTD. 

1. To find out the liquidity or short term solvency of the A4 SOFTECH PVT LTD. 

2. To know the different types of funds flow analysis and how it show impact on different 

Organization. 

3. To allow the relationship among various aspects in such a way that it allows 

drawingconclusion about the performance, strength and to find out the liquidity or short term 

Solvency of the weaknesses of the company. 

4. To know the short term servicing ability of the company. 
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1.3Objectives of the Study 
 

 The following objectives have been formulated to make in the study. 

 To assess the Working Capital position of the company. 

 To identify sources and uses of the funds of the company. 

 To examine the sources and applications of the funds through cash basis. 

 To evaluate the reason for changes in working capital of the company. 

 To offer suggestions for improvement of financial position of THE A4 SOFTECH 

PVT LTD. 
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1.4 Scope of the Study 

 

 The basic financial statement, i.e., the balance sheet and profit and loss account of 

business, reveal the net effect of the various transactions on the operational and 

financial position of the company. 

 It reveals the financial status of the company. 

 The study has been conducted to understand the position of the organization and its 

functional areas and operations and industry. 

 The study mainly focuses on funds flows of the company. 

 The time given to complete this project is not sufficient that is 45 days only. 
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1.5 Limitations of the Study 

 

 The report of ‟Funds Flow Analysis” in theA4 SOFTECH PVT LTD., was 

done from past balance sheets, financial sheets, financial statements etc., being 

a division by its nature. 

 The accounting system is such that the registered office account is maintained 

in this company and all the financial operations are carried on either by 

debiting (or) crediting the registered office account. 

 TheA4 SOFTECH PVT LTD. Registered office provides working capital 

every year according to the requirements of their company. 

 In the tight of the above facts, it is not possible for an analysis to prepare the 

funds flow indicating the financial position of the company. 
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1.6 Research Methodology 

For the preparation of a project the collection of data is very essential. There are two broad 

methods, from which date is to be collected. They are primary data and secondary data. 

 

Primary Data 

In this research study the primary data is collected through discussions with the senior 

finance staffs of the company. 

 Direct personnel and oral investigation 

 The staff of finance and account 

Secondary Data 

In research, secondary data is data collected and possibly processed by people other 

than the researcher in question. Secondary data is data which is gathered from primary 

sources to create new research. In terms of historical research, these two terms have different 

meanings. A primary source is a book or set of archival records. The secondary data is 

obtained from the 

 Annual reports of the company 

 Other reports of the unit 

 Broachers 

 Interest 

 Balance Sheets of A4 SOFTECH PVT LTD. Last Five years from 2014-15to 

2018-19. 

 Profit and loss Account from 2014-15to 2018-19. Reference from text books, 

websites and journals relating to financial management. 
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CHAPTER-2 

INDUSTRY PROFILE 

 

A4 Softech Private Limited is a Private incorporated on 21 April 2011. It is classified as Non-

govt Company and is registered at Registrar of Companies, Hyderabad. Its authorized share 

capital is Rs. 500,000 and its paid up capital is Rs. 100,000. It is involved in Software 

publishing, consultancy and supply [Software publishing includes production, supply and 

documentation of ready-made (non-customized) software, operating systems software, 

business & other applications software, computer games software for all platforms. 

Consultancy includes providing the best solution in the form of custom software after 

analysing the user’s needs and problems. Custom software also includes made-to-order 

software based on orders from specific users. Also, included are writing of software of any 

kind following directives of the users; software maintenance, web-page design]. 

A4 Softech Private Limited's Annual General Meeting (AGM) was last held on 30 September 

2019 and as per records from Ministry of Corporate Affairs (MCA), its balance sheet was last 

filed on 31 March 2019. 

Directors of A4 Softech Private Limited are Ravi Nagaiah Babu, Tummala Sai Leela 

Mahidhar, Somasekharaprasad Yarlagadda, Chilakapati Praveen, Praveen Sai Kantamaneni, 

Aravind Yarlagadda and Amit Augustine. 

 

  

 

 

 

 

 

 

 

PROFILE OF A4 SOFTECH Ltd, HYDARABAD. A4 Softech is a global provider of 
software development / IT services. We build Organizational Specific Platforms that are 
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leveraged across the organization, enabling our clients to increase business agility, rationalize 
redundancies, and achieve economies of higher scale. 

We deliver solutions using an innovative approach. The sole mission of A4 Softech is to 
provide pragmatic and cost-effective IT solutions that deliver pre-determined and tangible 
results. When faced with a challenge, we start with answers, based on the best conventional 
wisdom about this particular issue or problem and innovate from there. Furthermore, we view 
problems from multiple perspectives addressing the people, process, marketing and 
technology factors to help ensure that our solutions provide lasting value and sustainable 
competitive advantage to our clients. 

A4 Softech is the consulting firm business leaders come to when they want enduring results, 
and a partner who cares as much as they do about getting them. Together, we find value 
across boundaries, develop insights they act on, and energize their teams to sustain success. 
Our reputation for impeccable service and customer satisfaction consistently yields repeat 
business and referrals from clients and consultants alike. Our goal is to exceed the 
expectations of our clients and consultants by providing the highest quality and value in every 
aspect of our service. Since inception, the Company's products and services repeatedly have 
been tested and proven in some of the most complex and demanding real-world projects and 
programs. 

Our approach to any problem or requirement is two pronged. We approach every client's 
business as if it were our own. We believe a consulting firm should be more than an advisor. 
We put ourselves in our clients' shoes, align our incentives with their objectives, and 
collaborate to unlock the full potential of their business. This builds deep and enjoyable 
relationships. Secondly, our focus was always result oriented, and we continue to raise the 
bar for the industry. True Results require tailored solutions not limited by boundaries of 
departments, industries, geographies, or hierarchies. True Results are pragmatic and action-
oriented, enduring and repeatable. 

We are committed to promoting diversity and building a culture which enables all of our 
employees and partners to achieve their full potential regardless of age, gender, gender 
identity, race, ethnicity, sexual orientation or physical capabilities. 

We believe diversity is important because it makes our organization stronger, our culture 
more robust and allows us to serve our clients more effectively. We also believe firmly in 
contributing to a just world by running a firm that promotes equality of opportunity. The 
primary factors we consider in hiring and promotion are people's capabilities, ability to learn 
and their embodiment of the characteristics we seek to represent as a firm. These 
characteristics include passion, responsibility, openness, empathy, generosity, creativity, 
courage and integrity. These are the things that unify our community and they create a 
platform upon which diversity of background, diversity of interests, diversity of perspectives, 
and diversity of thinking and acting can flourish. 
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CHAPTER-3 

COMPANY PROFILE 

 

 

Vision: 
Our Vision is to pride ourselves on our ability to go beyond obvious solutions, push 

boundaries and constantly expand and upgrade our services, constantly adapting and evolving 

new and better ways to help you do business. 

We would want to work towards forming long-term partnerships that enable our 

clients to maximize the benefits of working with us. Quite simply, we exist to improve the 

lives of people who use and deploy IT. 

We have a vision to set very high standards in the IT industry while employing fair 

business practices while obtaining a particular contract or advantage. We believe that in any 

walk of life, it’s the basic core set of ethics that would take any organization places. 

We would want to imbibe a sense of entrepreneurship and the desire to take 

considered risks balanced by prudence and clear-sightedness into our team and strategic 

partners, without which an individual can become reckless. 

Instilling trust implies a willingness to empower employees and teams, and to allow 

managers to experience the effects of their initiatives and decisions. Trust also implies an 

open mind and genuine transparency in the flow of information, and is at the heart of our 

collaborative business experience. Our goal is to let trust be a mutual feeling between all the 

entities that constitute our organization. 

Freedom includes creativity, innovation, independence of mind and respect for others 

in their diverse cultures, habits, and customs, all of which are crucial for a company which 

promises a lot to deliver. We intend to be that organization which gives a sense of freedom 

while collaborating with us. 
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Mission: 

  

A4 Softech is a global provider of software development / IT services. We build 

Organizational Specific Platforms that are leveraged across the organization, enabling our 

clients to increase business agility, rationalize redundancies, and achieve economies of higher 

scale. 

We deliver solutions using an innovative approach. The sole mission of A4 Softech is 

to provide pragmatic and cost-effective IT solutions that deliver pre-determined and tangible 

results. When faced with a challenge, we start with answers, based on the best conventional 

wisdom about this particular issue or problem and innovate from there. Furthermore, we view 

problems from multiple perspectives addressing the people, process, marketing and 

technology factors to help ensure that our solutions provide lasting value and sustainable 

competitive advantage to our clients. 

A4 Softech is the consulting firm business leaders come to when they want enduring 

results, and a partner who cares as much as they do about getting them. Together, we find 

value across boundaries, develop insights they act on, and energize their teams to sustain 

success. Our reputation for impeccable service and customer satisfaction consistently yields 

repeat business and referrals from clients and consultants alike. Our goal is to exceed the 

expectations of our clients and consultants by providing the highest quality and value in every 

aspect of our service. Since inception, the Company's products and services repeatedly have 

been tested and proven in some of the most complex and demanding real-world projects and 

programs. 

Our approach to any problem or requirement is two pronged. We approach every 

client's business as if it were our own. We believe a consulting firm should be more than an 

advisor. We put ourselves in our clients' shoes, align our incentives with their objectives, and 

collaborate to unlock the full potential of their business. This builds deep and enjoyable 

relationships. Secondly, our focus was always result oriented, and we continue to raise the 

bar for the industry. True Results require tailored solutions not limited by boundaries of 
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departments, industries, geographies, or hierarchies. True Results are pragmatic and action-

oriented, enduring and repeatable. 

We are committed to promoting diversity and building a culture which enables all of 

our employees and partners to achieve their full potential regardless of age, gender, gender 

identity, race, ethnicity, sexual orientation or physical capabilities. 

  

 

Values: 

 

We at A4 Softech strive to inculcate the four as in our consultants. 

Accountability: Our consultants always strive hard to stay ahead of the newer technologies 

and deadlines. They are very reliable and dependable while at work and take pride and 

responsibility for their work. 

Adaptability: Our consultants are very adaptable to newer environments and evolving trends 

in technology. Like Isaac Asimov rightly pointed out, the only constant is change and if you 

can adapt yourself to it, you can achieve anything. 

Ambition: Our consultants are guided in a manner where their path is righteous, hardworking 

and a sure shot road to success. In fact, what is hard work without plan and direction? 

Attention to detail: Our consultants have a very keen eye for detail. This is one value that 

makes them deliver their work on time immaculately.  

 

CONSULTING: 

 At A4 Softech we continue to broaden our range of services, while helping clients 
deal with today's newest technologies, expanding our geographic reach and increasing the 
value we provide to our employees and our customers. 

Since inception, A4 Softech has provided resourcing of highly skilled, sophisticated 

and innovative professionals to some of the largest enterprises in the country. Our extensive 

network of IT professionals helps improve organizational agility by supplying the necessary 

flexibility to take on new challenges. 

Our staffing model that comprises fast turn-around and robust recruiting methodology 

gives us access to some of the finest talent in the industry, allowing us to deliver an 

unmatched level of service to our clients. 
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A global organization, we leverage the technical domain expertise and business 

acumen of our consultants 24/7. Orion’s philosophy is apparent in our staff with their “never 

say never” attitude and total commitment to meeting business objectives. 

From project management to integration and testing; development to implementation, 

we can support your needs with top-notch IT professionals. 

 

 

 

We specialize in… 

 Resource augmentation, contract programmers 

 Software integration 

 Business application development 

 Customized computer solutions 

 Providing IT contractors/developers for short and long term projects and 

support assignments 

 Providing IT Technical Services 

 Providing software solutions 

Core competencies and supported Technologies... 

ERP and CRM Solutions PeopleSoft, JD Edwards, SAP, BAAN Oracle, SQL Server, 

C, C++, UNIX, Linux, Power Builder, VB.NET IBM I Series Developers with RPG/400, 

ILE, COBOL/400 and CL/400 Skills, MS Site Servers/IIS, Web Logic, IBM Web Sphere, 

Java, Swing, Servlets, JSP, ASP, XML, DHTML, EJB 

We differentiate ourselves from the rest in... 

 Multi-Platform Expertise 

 Short and Long Term Assignments 

 Experienced & Qualified Consultants 

 Long Term Business Association Plan 

 Monthly Rate for Consulting Services 

 Multi-site Development Centres 

Outsourcing: 
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A large project that needs to be undertaken requires skills that your staff does not 

possess. On-site outsourcing of the project will bring people with the skills you need into 

your company. Your people can work alongside of them to acquire the new skill set. 

We understand the importance of access to complete, flexible database administration 

and system development services. When you partner with A4 Softech, you are empowered to 

handle all development and database issues by supplementing your existing staff and 

resources with our professionals. 

 

 

 

 

Our Philosophy 
 

The concept of ‘strategic fit’ is our point of departure. We have long realized that technology 

must be closely aligned to the business drivers to provide value and the expected returns on 

the technology investment. Our philosophy is to provide our customers with holistic, 

integrated, and business centric information technology solutions that directly address 

identified business problems. The cornerstone of our business policies is reflective of this 

philosophy. We constantly strive to attract the best skills and employ the best information 

technology practices while not neglecting the broader socio-economic policies of 

representation and empowerment. 

Our Clients 

We at A4 Softech value your passion to work more than anything. We mix our fast-paced 

environment with a culture that challenges your entrepreneurial spirit, encourages your 

innovative ideas and allows you to have fun. We didn't become one of fastest growing private 

companies without the help of our loyal and hardworking employees. Bottom line, we hire 

the people who love what they do. A4softech has team members across various locations, so 

there's plenty of room for growth and exploration. Our prime focus is to take you to the next 

level, and we'll work with you every step of the way to help make sure you get there. 

We seek team-oriented people experienced in the many facets and disciplines of the 

IT industry. If you have a passion for excellence and are motivated by challenge, come 

explore career opportunities with A4 Softech. If you wish to be part of our organization, 

please feel free to post your resume through info@a4softech.com 

mailto:info@a4softech.com
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What we can offer 

 Exciting engagements with our Fortune 1000 client base 

 Unparalleled justified compensation 

 Where profits flow to the people who do the work, not to partners and 

executives) 

 An industry-best, comprehensive benefits program 

 A highly collaborative environment, and training across multiple 

disciplines within our business unit structure 

 A generous consultant and client referral program that compensates 

you up to 5 years the chance to work for a forward-thinking company 

focused on solving customer business problems 

 

 Our services may include training, assistance with pilot projects, and 

ongoing consulting and technical support. 

Equal Employment Opportunity Policy 

 

A4 Softech’s policy is that applicants are considered for employment solely on the 

basis of their qualifications and competencies. A4 Softech’s hiring policy is geared to ensure 

that we hire employees without regard to their race, colour, religion, national origin, 

citizenship, age, sex, marital status, ancestry, physical or mental disability, medical condition, 

veteran status or sexual orientation. 

 

 

 

 

 

 

 

 

 

 

 

 



16 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

Chapter 4 

THEORETICAL FRAME WORK 
 

INTRODUCTION 

Significant technique of financial analysis is funds flow analysis, it is designed to 

highlight changes in the financial conditions of a business concern between two points of 

time which generally conform to beginning and ending financial statement dates. Funds flow 

statement is also termed as a statement of sources and application of funds; statement of 

changes in working capital, statement of changes in financial position, statement of funds 

supplied and applied, statement of funds generated and expected, where got and where gone 

statement and funds statement. 

Although financial statement supply useful information to the management and 

describe the nature of changes in ownership as a result of the periods productive and 

commercial activities, these statement fail to mirror the funds charge that have taken place 

over a given time span, they do not spell out the movement of funds. It is more important to 

describe the source from which additional funds were derived and the uses to which funds 

were put, because the ultimate success of a business enterprise depends on the where got and 

where gone situation. The funds flow statement is therefore prepared to uncover the 

information which the financial statement fill to described clearly. 

FUNDS FLOW ANALYSIS 
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The following are the definitions of funds flow statement. 

R.N.ANTONY 

“The funds flow statement described the sources from which additional funds were derived 

and the used to which these funds are put.” 

R.N.FOULK  

“A Statement of sources and application of funds in technical device designed to analyse the 

charges in the financial condition of a business between two dates.” 

 

 

 

 

 

 

CONCEPTS OF FUNDS 

The term „funds‟ have a variety of meaning. Some people take funds synonymous to 

cash, and to them there is no difference between a cash flow statement prepared on the basis 

and a fund flow statement. While other include marketable securities and cash to constitute 

business funds. However the most common definition of the term „Fund‟ is „working 

capital‟ or net „current assets‟. Thus, the difference between current and current liabilities is 

called funds. 

 

SIGNIFICANCE OF FUNDS FLOW STATEMENT: 

 

Funds flow statement is an important tool of financial analysis. The utility of the 

funds flow statement sterns form the fact that it enable management, shareholder, investors, 

creditors and other interested in the enterprise to evaluate the user of funds by the enterprise 

to evaluate the user of funds by the enterprise to evaluate the user of funds by the enterprise 

and to determine how these funds are financed. 

 

USEFUL IN DECISION MAKING TO THE MANAGER 
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The funds flow statement services as valuable tool of financial analysis to the finance 

manager. It helps in understanding the financial stability and efficiency of financial policies 

of management. 

Decision relating to Financing : With the help of the funds flow statement, theanalyst 

can evaluate the financing pattern of the enterprise. An analysis of the major sources of funds 

in the part reveals what portion of the growth was finance internally and what portion 

externally. The statement is also measuring for judging whether the company has grown as 

too fast a rate, credit has increased out of proportion to expansion in current assets and sales. 

If trade credit has increased at relatively high rate one would wish to evaluate the 

consequences of slowness in trade payments on the credit standing of the company and its 

ability to finance in future. 

 

 

 

 

 

 

Decision of capitalization 

 

The funds flow statement serves as hand maid to the financial manager in deciding 

the making up of capitalization. Estimated user of funds for new fixed assets, working 

capital, dividends and repayment of debt are made for each of several futures years. 

Estimates are made for each of several future years. Estimate is made of the funds to be 

provided by operations and the balance must be obtained by barrowing or issuance of new 

securities. If the indicated amount of new funds required is greater than what the financial 

Manager thinks possible to raise, then plans for new fixed assets acquisition and the dividend 

policies are re-examined so that the Use of the funds can be brought into balance with the 

anticipated sources of financing them. In particular funds statements are very useful in 

planning intermediate and long tern financing. 

 

USES OF FUNDS FLOW STATEMENT 

 

 Funds flow statement helps the financial analyst in having a more detailed analysis 

and understanding of changes in the distribution of resources between two balance 

sheet dates. In case such study is required regarding the future working capital 
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position of the company, a projected funds flow statement can be prepared. The uses 

are as follows. 

 It explains financial consequences of balances operation Funds flow statement 

provides a ready access or many conflicting Situations such as. 

 
 Why the liquidity position of business is becoming more and more unbalanced 

 

 How was it possible to distribute dividends in excess of current earnings or in the 

presence of net loss for the period? 

 
 Where have the profits gone. 

 

 How the business could have good liquid position in spite of business making losses 

(or) acquisition of funds assets. 
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Funds flow Statement 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

MEANING AND TYPES OF FINANCIAL STATEMENTS 

 

 

A financial statement is an organized collection of data. According to logical and 

consistent accounting procedures its purpose is to convey and understanding or some 

financial aspects of business firm. It may show a position at a moment of time as, in the case 

of a balance sheet or may reveal a series of activities ones a given period of time, as in the 

case of an Income statement. 

Financial statement analysis when used carefully can produce meaningful insights 

about a company‟s, financial information and its prospects .for the future. However, the 

analyst must be aware of certain important considerations about financial statements and the 

use of these analytical tools.. John Mayor, “Financial Statement analysis is largely a study of 

relationship among the various financial factors in a business as disclosed by single set of 

statements and a study of the trend of these factors‟ as shown in a series of statements. 
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Thus the financial statement generally refers to, four financial statements. 

 

 Income Statement 

 Rebalance Sheet Of course a business may also prepare profit & loss account. 

 Statement of retained earnings. 

 A statement of changes in financial position. 

 
 

Financial Statement 
 

 

 

Income 

Stateme

nt 

 
 
 
 

Balanc
e Sheet 

 
 
 
 

Statement of 
retained earning 

 
 
 
 

Statement ofcharges 

 

 

 

STATEMENT OF CHANGES IN FINANCIAL POSITION 

 

The Balance Sheet shows the financial condition of the business at a particular moment of 

time, while the income statement discloses the result of operating of business ones a period of 

time. However for a better understanding of the affairs of the business it is essential to 

identify the movement of working capital or cash in and out of the business this information 

is available in the statement of changes in financial position of the business. 

 

 Change in working capital position in such a case the statement in termed (SCFP) or 

funds flow statement. 

 

 Change in cash position in such a case the statement in termed as SCFP (or) cash flow 

statement. 

 

 Change in overall financial position. In such a case the statement is termed as 

statement of changes in financial position. 
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The technique of funds flow analysis is widely used by the financial analysis, credit 

granting institutions and financial managers in performance of their jobs. It has become a 

useful tool in their analytical kit. This is because the financial statement i.e. income statement 

and the “Balance Sheet” have a limited role to perform. Income statement measure flows 

restricted to transactions that pertain to rendering of goods or services to customers. The 

Balance Sheet is merely a static statement. It is the statement of assets and liabilities of 

business as a particular date. 

It does not supply focus those major financial transactions which have been believed 

the Balance Sheet changes. One has to draw inferences from the Balance sheet about major 

financial transactions only after comprising the Balance sheet of two periods. 

For example, if fixed assets worth Rs.3, 00,000 are purchased during the current year 

by raising share capital of Rs.3, 00,000 the balance sheet simply shows a higher capital figure 

and higher fixed assets figure. In case, One compares one year balance sheet with the 

previous year balance Sheet then only one can draw an inference that fixed assets are 

acquired by raising share capital of Rs.3,00,000 similarly, Certain important transitions which 

might (Occur during the course of the accounting) not find any place in the Balance Sheet. 

For example, if a loan of Rs.3, 00,000 was raised and paid in the accounting year, the balance 

sheet will not depict this transaction. However, a financial analyst must know the purpose for 

which loan was utilized and the source from it was raised. This will help him in making 

better estimates about the company’s financial position and policies. 

 
 

FINANCIAL ANALYSIS: 

 

Financial analysis is highly essential to understand the efficiency and financial position of the 

centre pries. 

The term „Analysis‟ means methodical clarification of the data provided in the 

financial statements. „Analysis‟ and „Interpretation‟ are complementary to each other 

Interpretation requires analysis, while analysis is useless without interpretation.  
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Myers States 

“Financial statement analysis is largely a study of the relationship among. The various 

financial factors in a business as disclosed by a single set of a statements and a study of the 

trend of these factors as shown in a series of statements”. 

  

TYPES OF FINANCIAL ANALYSIS 

We can classify various types of financial analysis in to different categories 

depending upon. 

 The material used 
 

 The method of operation fallowed in the analysis of the modus operandi of analysis. 
 

 

TYPES OF FINANCIAL ANALYSIS 
 
 
 
 
 
 
 
 
 
 
 

 

ON THE BASIS OF MATERIAL USED 

 

According to mate Hal used financial analysis can be classified two types. 

1. External analysis 

2. Internal analysis. 

 

1. EXTERNAL ANALYSIS 

 

It is the analysis by outsiders who don’t have access to the detailed internal 

accounting records of the business firm; these outsiders include investors, Potential investors, 

Potential creditors and government agencies, credit agencies and the general public. For the 

financial analysis, the external parties to the firm depend almost entirely on the published 
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financial statements. External analysis only serves for limited purpose. However the recent 

changes in the Government regulations requiring business firm to make available more 

detailed information to the public through audited published account have considerably 

improved the position of the External analysis. 

 
 

2. INTERNAL ANALYSIS 

 

The analysis conducted by person who has access to the financial accounting 

records of a business firm is known as internal analysis. Such an analysis can 

there fore be performed by executive 

 

ON THE BASIS OF MATERIAL USED 

Organization as well as Government agencies which have statutory power rested in 

this financial analysis for managerial purpose is the internal type of analysis that can be 

affected depending upon the purpose be achieved. 

ON THE BASIS OF MODUS OPERANDI 

This analysis also classification in to two types 

1) Horizontal Analysis 

2) Vertical Analysis 

1. HORIZONTAL ANALYSIS 

Horizontal analysis refers to the comparison of financial data of a company for several years. 

The figure for this type of Analysis is presented Horizontal- over, a no of columns. The 

figures of the various years are compared with standard or base year. A base year is a year 

chosen as beginning point. This type of analysis is also called dynamic as it is based on the 

data from year rather that a data from any one year. 

Since this reflects changes in financial position of the company over a long period of 

time it comprises: 

1. Comparison of the financial statements of different years of the same business unit. 

2. Comparison of financial statement .of a particular year of different business units
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2. VERTICAL ANALYSIS 

 

Vertical analysis is refers to the study of the various items in the financial statement 

of one accounting period. In this type of analysis of the figure from financial statement of a 

year are compared with a. base select from the same year statement. It is also known as 

“Static analysis” common size financial statement and financial ratios are two tools employed 

in Vertical Analysis. 

Since Vertical Analysis considers data for one time period only it is very conductive 

to a proper analysis of financial statement. However may be used along with horizontal 

analysis to make it more effective and meaningful. 

METHODS OF FINANCIAL ANALYSIS 

The analysis and interpretation of financial statement is used to determine the financial 

position and result of operations as well. A number of methods (or) devices are used to study 

the relationship between different statements. An effort is made to use those devices which 

clearly analysis are generally used. 

(i) Comparative statement 

 

(ii) Common size statement 

 

(iii) Trend analysis 

 

(iv) Funds -flow statement 

 

(v) Cash flow statement 

 

(vi) Ratio Analysis 

 

(vii) Cost volume profit analysis 
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FROMS OF WORKING CAPITAL 
 

1. Gross Working Capital 
 

2. Net Working Capital 
 

3. Permanent Working Capital 
 

4. Temporary Working Capital 
 

 

GROSS WORKING CAPITAL 

It refers to the company’s investments in current assets which can be converted into cash 

within one year (or) in an accounting year. It includes cash, short term securities. 

Working capital is necessary to run a business firm and to meet day-today expenses. Cash is 

generated through sales which is possible with the investment in inputs such as raw materials, 

consumables, labourite hence working capital is necessary for acquiring inputs. 

Gross working capital focus on two aspects of current assets management. 

(I) How to optimize in current assets 

(ii) How current assets should be financed. 

 

The financial manager should have knowledge of the sources of working capital funds as 

well as investment revenue where idle funds may be temporarily invested. 

 

NET WORKING CAPITAL 

 

It refers to excess of current assets over current liability i.e. difference between current assets 

and current liabilities. Current liabilities are those claims of outsiders. Which are expected to 

mature of payment? Within accounting expenses. Net working Capital may be positive or 

negative. A present working capital will arise when current assets are exceeding current 
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liabilities. A net working capital will occur when current liabilities are in excess of current 

assets. 

Net working capital is a qualitative concept of indicators the liquidity position of the 

company and suggests the extent to which working capital. 

PERMANENT WORKING CAPITAL 

It refers to the minimum level of current assets, which is continuously required by the 

company to carry out the business operations. Permanent working capital is also known as 

fixed working capital. It is payment in the away as the company’s fixed assets are depending 

up on the changes in production and sales. The need for working capital ones and above 

permanent working capital will fluctuation. 

TEMPORARY WORKING CAPITAL 

It refers to that part of total working capital which required by business over and 

above permanent working capital. The extra working capital needed to support the changing 

production and sales activities. It is also called Variable working capital. 

 
 

ELEMENTS IN WORKING CAPITAL 

(a) CURRENT ASSETS. 

The term current asset includes assets which are acquired with the intention of 

converting them in to cash during the normal business operation of the company. However, 

the definition of the current assets has been given by Grady in the following words. For 

accounting purpose, the term Current assets is used to designate cash and other assets or 

resources commonly identified on, those which are reasonable expected to be realized in cash 

or sold or „consumed during the normal operating cycle of the business. 

The current assets are 

 Cash including fixed deposit with bank 
 Account receivables 
 Inventory  
 Advance receivables 

Prepaid expenses 

It should be noted that short term investment should be included in the definition of 

the term current assets while loose tools should be excluded from the category of current 

assets. Of course, this is not strictly accordingly to the requirements of the companies Act 

regarding presentation of financial statement where investments even though held 
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temporarily are to be shown separately from current assets while loose tools are shown 

separately from current assets while loose tools are shown under the category of current 

assets. 
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Current Liabilities 

 

The term Current Liabilities is used principally to designate such obligation whose 

liquidation is reasonably expected to require the use of assets classified as current assets in 

the same balance sheet or the operation of other current liability of those expected to be 

satisfied with in a relatively a short period of time usually one year. 

(i) Account payable  

(ii) Outstanding expenses 
 

(iii) Bank overdraft 
 

(iv.) Short term loans 

 

(v) Advance payment received by business 

 

PROVISIONS AG1 (INST CURRENT ASSETS) 

Provision for doubtful debts, provision for loss on stock, provision for discount on 

debtors etc, are treated as current liabilities. Since they reduce the amount of current assets. 

NON-CURRENT ASSETS 

All assets other than current assets come with in the category of non-current assets 

include goodwill, land building, machinery, furniture long term investment, Patent rights, 

Trader marks, debt balance of the profit & loss account, discount on issue of debentures and 

preliminary expenses etc. 

NON-CURRENT LIABILITIES 

All liability other than current liability comes with in the category of Noncurr9nt 

liabilities. They include share capital, long term loans, debentures, share premium, credit 

balance in the profit & loss Account. Revenue and capital reserve, dividend equalization 

fund, debentures sinking fund. 
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Table 3.1: LIST OF WORKING CAPITAL ACCOUNTS 

 

Current Liabilities Current Assets 

    

1. Bills payable 1. Cash in hand 

2. Sundry creditors (or) account 2. Cash at bank 

payable 3. Bills receivable 

3. Accrued (or) outstanding expenses 4. Sundry Debtors 

4. Dividend payable 5. Short term loan and Advances. 

5. Bank Overdraft 6. Temporary marketable investor 

6. Short term loans advances & 7. Inventories or stocks such as 

deposits (a) Raw material 

7. Provision against Current assets (b) Work in process 

8. Provision for taxation (c Stores and spares 

9. Proposed dividend 8. Prepaid expenses 

  

Non Current Assets Non-Current Liabilities 

    

1. Good Will 1. Equity Capital 

2. Land and Buildings 2. Preference Capital 

3. Plant and Machinery 3. Debentures 

4. Furniture and fitting 4. Long term Liabilities 

5. Trade marks 5. Credit Balance of their profit and 

6. Patents loan account 

7. Long-term funds 6. Capital reserve 

8. Debit balance and profit and loss 7. Depreciation on Fixed Assets. 

Account.   

9. Opening expenses   
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FLOWOF FUNDS 

 

 
 
 
 
 
 
 
 
 
 
 

 

PROCEDURES FOR PREPARING A FUNDS FLOW STATEMENT: 

 

Funds flow statement is a method by which are study changes in financial position 

of a business enterprise between beginning and ending financial statement dates. Hence, the 

funds flow statement is prepared by comparing two balance sheets and with the help of 

such other information derived from the accounts as may be needed. 

Broadly speaking the preparation of a funds flow statement consists of 

 Statement of schedule of changes in working capital 

Statement of sources and application of funds. 

 

Statement or schedule of changes in working capital: 
 

Working capital means the excess of current assets over current liabilities.Statement of 

changes in working capital between the two balance sheet dates. 

 

As working capital = current assets – current liabilities. 
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STATEMENT (OR) SCHEDULE OF CHANGES IN WORKING 
CAPITAL 

 

Particulars Previous Current  Changes in Working Capital 

  Year Year  Increase Decrease 

        

CURRENT ASSETS:       

Inventories XXX XXX --- XXX 

Cash/ Bank XXX XXX --- XXX 

Bills Receivables XXX XXX  XXX --- 

Sundry Debtors XXX XXX  XXX --- 

Loans& Advances XXX XXX --- XXX 

Other current assets XXX XXX --- XXX 

        

TOTAL CURRENT ASSETS(A) XXX XXX --- --- 

CURRENT LIABILITIES:       

Bills Payable XXX XXX  XXX --- 

Bank Over Draft XXX XXX --- XXX 

Sundry Creditors XXX XXX  XXX --- 

Standing Expenses XXX XXX -- XXX 

       

TOTALCURRENT LIABILITIES XXX XXX    
      

Net Working Capital (A-B) XXX XXX    

Increase/ Decrease of Working       

Capital  XXX  XXX  
       

TOTAL XXX XXX  XXX XXX 
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2. Statement of Sources and Application of Funds: 

Funds flow statement is statement which indicates various sources fromwhich funds 

  Sources of Funds Rs.  

     

 Funds from operations XXX  

 Issue of share capital XXX  

 Issue of debentures XXX  

 Raising of long term loans XXX  

 Receipts from partly paid share, called up XXX  

 Sales of non-current (fixed) assets XXX  

 Non-trading receipts such as dividends received XXX  

 Sale of investment (long term) XXX  

 Decrease in working capital (as per schedule of changes in working capital) XXX  

     

 Total XXX  

    

 Applications or uses of funds:  XXX  

 Funds lost in operations XXX  

 Redemption of preference share capital XXX  

 Redemption of debentures XXX  

 Repayment of long-term loans XXX  

 Purchase of noncurrent (fixed) assets XXX  

 Purchase of long-term investments XXX  

 Non-trading payments XXX  

 Payments of dividends XXX  

 Payment of tax XXX  

 Increase in working capital (as per schedule of changes in working capital XXX  

    

 Total XXX  
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(working capital) have been obtained during a certain period . 

 

RULES FOR PREPARING THE SCHEDULE 

i) Increase in current assets result in increase in working capital. 
 

ii) Decrease in current asset result in decrease in working capital. 
 

iii) Increase in current liability results in decrease in working capital. 
 

iv) Decrease in current liability results in increase in working capital. 
 

FUNDS FLOW STATEMENT 

While preparing a funds flow statement current assets and current liabilities are to be ignored 

attention is to be given to change in fixed assets fixed liabilities. The statement may be 

prepared in fare following form. There will be no flow of funds if there transition involves. 

1. Current assets and fixed assets 

Ex: Purchasing of building for cash 

2. Current assets and capital 
 

3. Current assets and fixed liability Ex: 

Redemption of debentures in cash 
 

4. Current liabilities and fixed liabilities 

Ex: Credit paid off in debenture 
 

5. Current liability and capital 
 

Ex: Creditors paid of in shares 

6. Current liability and fixed assets 

Ex: Building transferred to creditors in satisfaction of their claim. 

 

i) Current assets and current liability 

Ex. Pay to creditors 
 

ii) Fixed assets and fixed liability 
 

Ex. Building purchased and payment made in debentures ii) 

Fixed assets and capital. 

Ex.. Building purchased and payment made in debentures. 
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MEANING OF FUNDS FLOWS 

The term “Flow” means change and therefore the term “Flow of funds” means change 

in “Funds” or change in “Working capital” in other words any increase or decrease in 

working capital means “Flow of Funds”. Funds Flow statement is also called as a “Statement  

of Source and Application of “funds s” summary of financial operations etc. 

 

In business several transactions take place some of the transactions increase the 

funds while other decrease the funds some may not make any change in the funds position. In 

case a transaction results increase of funds. It will be termed as source of funds. In case a 

transactions results in decrease of funds it will be taken as an application or use of funds. 

PREPARATION OF FUNDS FLOW STATEMENT 

In order to prepare a Funds flow statement if it is necessary to find out the sources and 

“Application” of funds. 

SOURCES OF FUNDS 

Sources of funds can be divided in to two types 

1. Internal source 
  

2. External source 
 

INTERNAL SOURCE 

Funds from operation is the only internal source of funds how ever, the following adjustment 

will be required in the figure of net profit for finding our real funds from operation. 

i) Depreciation on Fixed assets 

ii) Preliminary expenses and good will written / off. 

iii) Contribution to debentures redemption fund transfer to general reserve. 

iv) Loss on sale of fixed assets. 

v) Provision for tax proposed dividend. 

 

EXTERNAL SOURCES 



36 
 

a) Funds from long term loans: 

Long term loan such as debentures borrowing from financial institutions will increase the 

working capital and therefore, there will be Flow of Funds. However if the debenture have 

been issued in consideration of some fixed assets, there will be no flow of funds. 

 

b) State of fixed assets 

Sale of land, Building Long term investment will result in generation of funds. 

c) Funds from Increase in share capital 

Issue of share for cash or for my other current assets result in increase in working 

capital and hence will be a flow of funds. 

APPLICATION OF’FUNDS 

The uses to which funds are called application of funds. Following are same of the purpose 

for which funds may be used. 

I) PURCHASE OF FIXED ASSETS 

Purchase of fixed assets such as land, Building Plant, Machinery long term investments etc, 

results in decrease of current assets. With out any decrease in current liabilities. Hence there 

will be a flow of funds. But in the case of debentures are issued for acquisition of fixed 

assets, there will be no Flow of funds. 

ii) PAYMENT OF DIVIDEND 

Payment of dividend result in decrease of fixed liability and therefore it affects funds 

generally recommendations of directors regarding declaration of dividends is simply taken as 

an appropriation of profit and not as an item effecting the working capital. 

iii) PAYMENT OF FIXED LIABILITY 

Payment of long term liability such as redemption of debentures of redemption of redeemable 

preference shares results in reduction of working capital and hence it is taken as application 

of fund. 

iv) PAYMENT OF TAX LIABILITY 

Provision for taxation is generally taken as an appreciation of profit and not as an application 

fund. But if the tax has been paid it will be taken as an application. 

v) INCREASE IN WORKING CAPITAL 
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Working capital is increased. If current assets are increase and current liabilities are decrease. 

Funds are required in both the case i.e. in order to acquire more current assets or paying 

current liabilities and thus funds are said to have been applied pursed. 

 

  

 

 

STATEMENT OF SOURCES AND APPLICATION OF FUNDS FUNDS 

FROM OPERATIONS 

It is an internal source of funds. A fund from operation is to be calculated as per this method. 

Funds from operation is the only internal source of funds some adjustments are to be made in 

calculating funds from operation to the net profit given in the financial statement. 

 

USEFUL AS CONTROL DEVICE 

The funds flow statement also serves as a control device in that the statement 

Compared with the budgeted figures will show to what extent the funds were put to use 

according to plan. This enables the financial manager. To find out deviation from the planned 

course of action and taken remedial steps to correct the deviation. 

 

USEFUL TO THE EXTERNAL PARTIES 

 

The outside parties can have a clear knowledge about the financial policies that the 

company had purchased in the light of the information so supplied by the statement, the 

outsider can decide whether or not to invest in the enterprise and on what terms funds have to 

be invested. The funds flow statement provides an insight into the financial operation of a 

business enterprise an insight immensely Valuable to the finance manager in analyzing the 

part and future expansion plans of the enterprise and the impact of these plans on its liquidity. 

He can debut imbalance in the use of funds and undertake remedial actions. 
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STATEMENTS SHOWING OF FUNDS FROM OPERATIONS 

 

Trading profits or the profits from operations of the business are the most important 

major sources or inflow of funds in the business as they increase assets but at the same time 

funds flow Out of business for expenses and cost of goods sold. 

Thus the net effect of operation will be a sources of funds if inflow from sales 

exceeds the outflow for expanses and cost of goods sold and vice-versa but it must be 

remembered that funds from operation do not necessarily mean the profit as shown by the 

profit & loss of a firm because there are many non- kind (or) Non-operating items which may 

have been either debited or credited to profit & loss Account.  

 

The examples of such items on the debt side of a profit & loss Account are 

amortization of fictitious and intangible assets such as good will, preliminary expenses and 

discount on issue of share & debentures written off Appreciation of retained earnings such as 

transfer to reserve etc, depreciation and depletion loss and sale of fixed assets, payment of 

dividend etc. The Non-fund items are those which may be operational expenses but they do 

not affect funds of the business. 

E.g. for depreciation charged to profit & loss account funds really don‟t move out of 

business non operating items are those which although may result in the outflow of funds but 

are not related to the trading operations of business such as loss on sale of machinery or 

payment of dividends the method of calculating funds from operation have been discussed
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METHOD OF CALCULATING FUNDS FROM OPERATION 

 

 

 The first method is to prepare the Profit & loss A/c a fresh by taking in to Consideration 

only funds and operational items, which involve funds, are related to normal operation of 

the business. The balancing figures in this case will be either funds generated from 

operations or funds in operations depending up on. The income or audit side (or) profit & 

loss a/c exceeds the expenses or debit side of profit & loss a/c or vice versa. 

 

 The second method which is generally used to precede from figure of net profit & loss 

account already prepared Funds from operations by this method can be calculated as 

under. 
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PROFIT AND LOSS ADJUSTED ACCOUNT 

 

 Particulars Amount Particulars Amount  
 

      
 

 To  Depreciation  on  Fixed XXX By Balance b\d XXX  
 

 Assets  

By Dividend received XXX 

 
 

    
 

 To Good-Will written off XXX 

By Profit on sale of assets 

  
 

     
 

 To preliminary Expenses XXX 

By Funds from operations XXX 

 
 

    
 

 To   Transfer   to   general XXX 

(Balancing Figure) 

  
 

 reverse    
 

 

To Payment of proposed 

  XXX  
 

     
 

 Dividend XXX    
 

 To Provision for tax XXX    
 

 To Loss On tale of assts XXX    
 

 To Closing Balance c\d XXX    
 

  XXX  

xxx 

 
 

     
 

      
 

 

 

 

 

TREATMENT OF ADJUSTMENTS 
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Sometimes the factors affecting the funds from operation may not be given in the 

problem directly and there may be some hidden information as such some of the transactions 

have to designed .our using the additional. Information provided as adjustments to the balance 

sheet there items include 

a. Provision for tax  

b. proposed dividend 

c. Sale (or) Purchase of fixed assets 

 

a) PROVISION FOR TAX 

It is a current liability while preparing on funds flow statement there are two options available. 

1. Provision for Tax may be taken as a. current liability. In such a case, where provision for 

tax is made there transaction involves profit and loss appropriation Account which is a fixed 

liability and provision for Tax Account. Which is a current liability it will thus decrease the 

working capital on payment of tax there will be no change in working capital because it will 

involve one current liability and other a current assets. 

  

2. Provision for tax may be taken only as on appropriation of profit. It means that. will no 

change in working‟ capital position when provision for tax is made since itinvolves two fixed 

liabilities, i.e. profit and loss appropriation a/c and provision for tax, account however what tax is 

paid it will be taken as application of funds because it will when involves provisions for tax account 

which has been taken as a fixed liability and bank account which is a current asset. 

 

 

 

 

 

 

b) PROPOSED DIVIDEND 
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Whatever has been said about the „Provision for Tax‟ is also applicable to “Propose dividends” 

 
i) Proposed dividend may be taken as a current liability since declaration of dividends by the 

shareholders in simply a formality. One the dividends are declared in the general meeting, they will 

have to be paid within 42 days their declaration. Income proposed dividend is taken as a current 

liability, it will appear as one of the item decreasing working capital in the schedule of change in 

working capital it will not be shown as an application of funds when dividends is paid later on. 

ii) Proposed dividends may simply be taken as an appropriation of profits. In such as 

case proposed dividend for the current year will be added back to current year’s profit in order to 

find out funds from operations if such amount of dividend has already been charged to profits 

payment, of dividend will be shown as an “Application of Funds”. 

c) SALE OR PURCHASE OF FIXED ASSETS 
 

For arriving at the final figure we have to prepare the assets depreciation account assets, sold or 

purchased account. 
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CHAPTER-5 

 

DATA ANALYSIS ANDINTERPRETATION 

  

  Table : 4.2 

ADJUSTED PROFIT & LOSS ACCOUNT FOR THE YEAR 2014-2015 
    Particulars Amount Rs. Particulars Amount Rs. 
To depreciation A/c                     

1,73,438  
By opening balance 
of reserves and 
surplus A/c 

        6,98,747  

To closing balance of 
reserves and surplus A/c 

                    
6,82,309  

By funds from 
operations 

        1,57,000  

                      
8,55,747  

          8,55,747  

 

 

 

    FUNDS FLOW STATEMENT IN A4 SOFTECH PRIVATE LIMITED 
Table : 4.1 WORKING CAPITAL STATEMENT FOR THE YEAR OF 2014-2015 

Particulars  Previous Year 
2014  

 Current year 
2015  

Working Capital 
Increase 

(RS) 
Decrease(RS) 

A.Current Assets:     
Sundry Debtors 798500 1097120 298620 0 

Cash & Bank balance 458230 542950 84720 0 
Other Current Assets 687421 597210 0 90211 

Loans & Advances 784521 587030 0 197491 
      

B.Current Liabilities:     
Current liabilities 1042875 981000 61875 0 

Provision for taxation 170050 285000 0 114950 
Total current liabilities     
Net Working capital(A-

B) 
1515747 1558310   

Decrease in working 
capital 

42563     42563 

Total 1558310 1558310 445215 445215 
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Table 4.3 FUNDS FLOW STATEMENT FOR THE YEAR 2014-2015 

Sources Amount Rs. Applications 
Amount 

Rs. 
Raising unsecured 

loans 
                       

69,000  
Payment on secured 

loan 
        

1,39,934  

Funds from operations 
                    

1,57,000  
Purchase fixed assets 

        
1,28,629  

Sale of Fixed Asset 
                              
-    

Decrease in differed 
tax 

                  
-    

Decrease in working 
capital 

                       
42,563  

    

  
                    

2,68,563  
  

        
2,68,563  

 

 

 

INTERPRETATION: 

It is observed from table 4.1. That the net Decries in working capital for the year 
2014 – 15 is Rs. 42,563. The current assets of the company are comparing the 
previous results. The current liabilities of the company are decreased increased 
comparing with the previous results. To find the table 4.2 the company gains profit 
from the operation to an extent Rs. 1, 57,000. It shows the table 4.3 net decrease in 
working capital is Rs. 42,563 This year raising the unsecured loans and selling some 
investments. This year changes in differed tax increased, the company paying some 
funds to secured loans holders. 
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Table 4.4    FUNDS FLOW STATEMENT IN A4 SOFTECH PRIVATE LIMITED 
WORKING CAPITAL STATEMENT FOR THE YEAR OF 2015-2016 

Particulars 
 Previous 
Year 2015   Current year 2016  

Working Capital 
Increase 
(RS) Decrease(RS) 

A.Current Assets: 
    Sundary Debtors 1097120 1246851 149731 0 

Cash & Bank balance 542950 669315 126365 0 
Other Current Assets 597210 573136 0 24074 

Loans & Advances 587030 746401 159371 0 
  

    B.Current Liabilities: 
    Current liabilities 981000 1083914 0 102914 

Provision for taxation 285000 300000 0 15000 
Total current liabilities 

    Net Working capital(A-
B) 1558310 1851789 

  Decrease in working 
capital 293479 

 
  293479 

Total 1851789 
                         
18,51,789  435467 435467 

 

 

 

Table 4.5 ADJUSTED PROFIT & LOSS ACCOUNT FOR THE YEAR 2015-2016 
Particulars Amount Rs. Particulars Amount Rs. 

To depriciation A/c                     
1,39,309  

By opening balance of 
reserves and surplus 
A/c 

        
6,82,309  

To closing balance of 
reserves and surplus 
A/c 

                    
6,78,000  By funds from 

operations 
        
1,35,000  

                      
8,17,309    

        
8,17,309  
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Table4.6 FUNDS FLOW STATEMENT FOR THE YEAR 2015-2016 

Sources Amount Rs. Applications 
Amount 

Rs. 
Raising unsecured 

loans 
                    

1,18,641  
Payment on secured 

loan 
        

2,29,934  
Funds from 
operations 

                    
1,35,000  

Purchase fixed assets   

Sale of Fixed Asset                               -    Decrease in differed 
tax 

           
66,270  

Decrease in working 
capital 

                       
42,563      

                      
2,96,204  

          
2,96,204  

 

 

INTERPRETATION : 

It is observed from table 4.4. That the net decrease in working capital for the year 
2015– 16 is Rs. 2, 93,479. The current assets of the company are increased 
comparing with previous year results. The current liabilities of the company are 
decreased comparing with the previous results. To find the table 4.5 the company 
gains profit from the operation to an extent Rs. 1, 35,000. It shows the table 4.6 net 
decrease in working capital is Rs. 2, 93,479. This year company is paying unsecured 
loans, at present time to change in investments. 
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Table 4.8 ADJUSTED PROFIT & LOSS ACCOUNT FOR THE YEAR 2016-2017 

Particulars Amount Rs. Particulars Amount Rs. 

To depriciation A/c                     1,32,800  
By opening balance of 
reserves and surplus A/c 

        
6,78,000  

To closing balance of 
reserves and surplus A/c 

                    7,10,200  By funds from 
operations 

        
1,65,000  

                      8,43,000  
  

        
8,43,000  

 
 

Table 4.7    FUNDS FLOW STATEMENT IN A4 SOFTECH PRIVATE LIMITED 
WORKING CAPITAL STATEMENT FOR THE YEAR OF 2016-2017 

Particulars  Previous Year 2016  
 Current year 

2017  

Working Capital 
Increase 
(RS) Decrease(RS) 

A.Current Assets: 
    Sundary Debtors 1246851 1343027 96176 0 

Cash & Bank balance 669315 545313 0 124002 
Other Current Assets 573136 486798 0 86338 
Loans & Advances 746401 586151 0 160250 
  

    B.Current Liabilities: 
    Current liabilities 1083914 1396242 0 312328 

Provision for taxation 300000 376000 0 76000 
Total current liabilities 

    Net Working capital(A-
B) 1851789 1189047 

  Decrease in working 
capital 

 
662742 662742 

 
Total 

                  
18,51,789  1851789 758918 758918 
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Table 4.9 FUNDS FLOW STATEMENT FOR THE YEAR 2016-2017 

Sources Amount Rs. Applications Amount Rs. 
Raising unsecured 

loans 
                    

9,45,304  
Payment on secured 

loan 
        

1,39,934  
Funds from 
operations 

                    
1,65,000  

Purchase fixed assets         
2,40,000  

Sale of Fixed Asset                               -    Decrease in differed 
tax 

           
67,629  

    
Increase in working 

capital 662742 

  
                  

11,10,304    
      

11,10,304  
 
 

 
 
INTERPRETATION: 

It is observed from table 4.7. That the net increases in working capital for the 

year 2016– 17 is Rs. 6, 62,742. The current assets of the company are decreased 

comparing with previous year results. The current liabilities of the company are 

increased comparing with the previous results. To find the table 4.8 the company 

gains profit from the operation to an extent Rs. 1, 65,000. It shows the table 4.9 net 

increase in working capital is Rs. 6, 62,742. This year change in differed tax 

increased, the company raising some funds to secured loans holders.  
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Table 4.10    FUNDS FLOW STATEMENT IN A4 SOFTECH PRIVATE 
LIMITED 

WORKING CAPITAL STATEMENT FOR THE YEAR OF 2017-2018 

Particulars 
 Previous Year 

2017  
 Current year 

2018  

Working Capital 
Increase 
(RS) Decrease(RS) 

A.Current Assets: 
    Sundary Debtors 1343027 1487542 144515 0 

Cash & Bank balance 545313 612700 67387 0 
Other Current Assets 486798 382150 0 104648 
Loans & Advances 586151 467000 0 119151 
  

    B.Current Liabilities: 
    Current liabilities 1396242 1612570 0 216328 

Provision for taxation 376000 452800 0 76800 
Total current liabilities 

    Net Working 
capital(A-B) 1189047 884022 

  Decrease in working 
capital 

 
305025 305025 

 Total 1189047 1189047 516927 516927 
 
 
 
 
 

Table 4.11 ADJUSTED PROFIT & LOSS ACCOUNT FOR THE YEAR 2017-2018 
Particulars Amount Rs. Particulars Amount Rs. 

To depriciation A/c 
                    
1,15,891  

By opening balance of 
reserves and surplus A/c 

        
7,10,200  

To closing balance of 
reserves and surplus A/c 

                    
8,34,309  

By funds from 
operations 

        
2,40,000  

  
                    
9,50,200    

        
9,50,200  
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Table 4.12 FUNDS FLOW STATEMENT FOR THE YEAR 2017-2018 
Sources Amount Rs. Applications Amount Rs. 

Raising unsecured loans 
                    

1,68,588  
Payment on secured 

loan 
        

1,39,934  

Funds from operations 
                    

2,40,000  
Purchase fixed assets 

        
1,75,000  

Sale of Fixed Asset 
                    

2,25,000  
Decrease in differed tax 

           
13,629  

    
Increase in working 

capital 
        

3,05,025  

  
                    

6,33,588  
  

        
6,33,588  

 
 

 
 
 
INTERPRETATION: 

It is observed from table 4.10. That the net Increase in working capital for the year 

2017– 18 is Rs.3,05,025. The current assets of the company are decreased comparing 

with previous year results. The current liabilities of the company are increased 

comparing with the previous results. To find the table 4.11 the company gains profit 

from the operation to an extent Rs.2,40,000. It shows the table 4.12 net increase in 

working capital is Rs.3, 05,025. This year is paying unsecured loans comparing with 

previous year. This year change in differed tax increased, the company raising some 

funds to secured loans holders. 
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Table 4.13    FUNDS FLOW STATEMENT IN A4 SOFTECH PRIVATE LIMITED 

WORKING CAPITAL STATEMENT FOR THE YEAR OF 2018-2019 

Particulars 
 Previous Year 

2018  
 Current year 

2019  

Working Capital 
Increase 
(RS) Decrease(RS) 

A.Current Assets: 
    Sundary Debtors 1487542 1764200 276658 0 

Cash & Bank balance 612700 517804 0 94896 
Other Current Assets 382150 286439 0 95711 
Loans & Advances 467000 578750 111750 0 
  

    B.Current Liabilities: 
    Current liabilities 1612570 1754600 0 142030 

Provision for taxation 452800 457578 0 4778 
Total current liabilities 

    Net Working capital(A-B) 884022 935015 
  Decrease in working 

capital 50993 0   50993 
Total 935015 935015 388408 388408 

 

 
Table 4.14 ADJUSTED PROFIT & LOSS ACCOUNT FOR THE YEAR 2018-2019 

Particulars Amount Rs. Particulars Amount Rs. 

To depriciation A/c 
                       
79,000  

By opening balance of 
reserves and surplus A/c 

        
8,34,309  

To closing balance of 
reserves and surplus A/c 

                  
11,12,309  

By funds from 
operations 

        
3,57,000  

  
                  
11,91,309    

      
11,91,309  
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Table 4.15 FUNDS FLOW STATEMENT FOR THE YEAR 2018-2019 
Sources Amount Rs. Applications Amount Rs. 

Raising unsecured loans                               -    
Payment on secured 

loan 
        

1,98,364  

Funds from operations 
                    

3,57,000  
Purchase fixed assets 

        
1,96,000  

Sale of Fixed Asset                               -    Decrease in differed tax 
           

13,629  
Decrease in working 

capital 
                       

50,993  
    

  
                    

4,07,993  
  

        
4,07,993  

 

 

 
 
INTERPRETATION: 

It is observed from table 4.13. That the net decrease in working capital for the year 

2018– 19 is Rs. 50,993. The current assets of the company are increased comparing 

with previous year results. The current liabilities of the company are decreased 

comparing with the previous results. To find the table 4.14 the company gains profit 

from the operation to an extent Rs. 3, 57,000. It shows the table 4.15 net increase in 

working capital is Rs. 50,993. This year is raising funds through secured loans, 

differed tax increased and decrease in capital work in process. This year the company 

spend funds for purchasing of fixed assets and unsecured loans. 
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FINDINGS 
 
 It has been observed the share capital of company is not increasing from     2014 to 2015. 

here have been major fluctuations in the working capital, which affect the assets and current 

liabilities, and sources of the funds have affected a lot. 

 The company is taking loans from other sources like banks, financial institutes etc. It observed 

from 2014 to 2019, as secured loans and unsecured loans. 

 The relationship between the employees and management must be satisfactory as there have 

been occurred strikes during the years on account of failure of negotiations. 

 It has been observed that the company is investing moreon fixed assets Rs. 3, 85,000 to Rs. 17, 

78,246. 

 It has been observed that the net working capital has decreasing in 2014-2017 while in all other 

years till 2019, it increased. And the company’s funds from operations is satisfactory 

 It has been observed that the company is raising funds from secured and unsecured loans, sale 

of fixed assets and funds from operations and it is spending to purchase fixed asset, redemption of 

loans and other payments. 
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SUGGESTIONS 

 
 

 The company is self-sufficient in providing of services, if the Company expand its Services 

it can capture the foreign market also has the mission of the company is to be global 

Multiple Services. 

 As  the  power  is  the  major  element  of  cost (25%) , it  is  better if thecompany increase 

the power generation and take more measure to conserve energy. 

 The profits of the company are increasing year by year. It is good for the company and it is 

better to keep the working capital concept to protect the present profits. 

 Maintain excess reserves and surplus for operation activities. 
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CONCLUSION 
 

 The rate of the increase in income must be improved by investing in more profitable 

opportunities also. Expenses like administrative expenses are fixed in nature. 

 

 when there is 10%increase in such expenses, there must be more than 10% increase in our 

income justify increase in such expenses ,Hence ,company must establish control to ensure 

that there is not in appropriate increase in such expenditure. 

 

 An increase in turnover will result in decrease in operating cycle time, thus reducing relative 

investment in inventories. 

 

 

 A better marketing policy and providing of market awareness would result in improving the 

faster moment of the services. The services of the company have a elastic demand since the 

company deals with software solutions. 

 

 

 Therefore a reduction in credit period would not affect the turnover of the company. 

 

 

 This being the case of the company can adopt a strict credit policy and this would result in 

reduction in the amount held as investment in inventories and the result increase in 

collection of efforts or administrative expenses of the company. 

 

 

 The creditor’s payment period as reduced by the more than 50%for the past 3 years. 

 

 The company can negotiate for better terms and credit period available to. Thus the 

company can take advantage of the value of money. 

 The company maintains cash required for 58 days expenses on an average. The 

known fact that if cash is kept idle and it is an assets which is most liquid but 

least profit 
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ANNEXURES 

FINANCIAL STATEMENTS 
 

A4 SOFTECH  PRIVATE LIMITED 
  Balance Sheet as at 31st March 2015 

      
Note 
No. 

 As at  As at 
  Particulars 

 
 31.03.2015  31.03.2014 

       Rupees  Rupees 
I EQUITY AND LIABILITIES 

 
  

 
  

  1. Share Holders' Funds 
   

  

      (a) Share Capital 
 

0         1,00,000  
       
1,00,000  

      (b) Reserves and Surplus 
 

0         6,82,309  
       

6,98,747  
  

  
  

 
  

  2. Non-Current Liabilities 
 

  
 

  

      (a) Long Term Borrowings 
 

         7,56,000  
       
6,87,000  

      (b) Differed Tax Liability / (Asset) 
 

0                     -                     -    

      (c) Long Term Provisions 
 

0         4,90,000  
       

4,15,000  
  

  
  

 
  

  3. Current Liabilities 
 

  
 

  

      (a) Trade Payables 
 

         9,81,000  
     

10,42,875  
             Total outstanding dues of mocro enterprises 

 
  

 
  

  
           and small enterprises; and (Refer note 
no.23) 

 
                     -                     -    

  
           Total outstanding dues of creditors other 
than 

 
  

 
  

             micro enterprises and small enterprises;  
 

                     -                     -    
      (b) Other Current Liabilities 

 
0                     -      

      (c) Short Term Provisions 
 

0         2,85,000  
       

1,70,050  
  

  
  

 
  

  
  

  
 

  

  
  

       32,94,310  
     
31,13,672  

II ASSETS 
 

      
  1. Non Current Assets 

 
      

      (a) Fixed Assets 
 

  
         
4,70,000  

       
3,85,000  



57 
 

 
 
 
 
 
 
 

 

 

 

 

 

 

 

 
 

           (I)   Tangible Assets 
 

1                     -    
      (b) Other Non-Current Assets 

 
                     -                     -    

  
  

      
  2. Current Assets 

 
      

      (a) Inventories 
 

                     -                     -    

      (b) Trade Receivables 
 

0       10,97,120  
       

7,98,500  

      (c) Cash and Cash Equivalents 
 

0         5,42,950  
       

4,58,230  

      (d) Short-Term Loans and Advances 
 

0         5,87,030  
       

7,84,521  

      (e) Other Current Assets 
 

         5,97,210  
       

6,87,421  
  

  
      

  
  

      
  

  
       32,94,310    31,13,672  
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A4 SOFTECH  PRIVATE LIMITED 
  Balance Sheet as at 31st March 2016 

      
Note 
No. 

 As at  As at 
  Particulars 

 
 31.03.2016  31.03.2015 

       Rupees  Rupees 
I EQUITY AND LIABILITIES 

 
  

 
  

  1. Share Holders' Funds 
   

  

      (a) Share Capital 
 

0  
       

1,00,000  
       
1,00,000  

      (b) Reserves and Surplus 
 

0  
       

6,78,000  
       

6,82,309  
  

  
  

 
  

  2. Non-Current Liabilities 
 

  
 

  

      (a) Long Term Borrowings 
 

  
       

5,26,066  
       
7,56,000  

      (b) Differed Tax Liability / (Asset) 
 

0  
          

66,270  
                 
-    

      (c) Long Term Provisions 
 

0  
       

8,12,413  
       

4,90,000  
  

  
  

 
  

  3. Current Liabilities 
 

  
 

  

      (a) Trade Payables 
 

  
     

10,83,914  
       

9,81,000  

  
           Total outstanding dues of mocro 
enterprises 

 
  

 
  

  
           and small enterprises; and (Refer note 
no.23) 

 
  

                   
-    

                 
-    

  
           Total outstanding dues of creditors other 
than 

 
  

 
  

             micro enterprises and small enterprises;  
 

  
 

                 
-    

      (b) Other Current Liabilities 
 

0  
          

66,270  
                 

-    

      (c) Short Term Provisions 
 

0  
       

3,00,000  
       

2,85,000  
  

  
  

 
  

  
  

  
 

  

  
  

  
     
36,32,934  

     
32,94,310  
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II ASSETS 
 

      
  1. Non Current Assets 

 
      

      (a) Fixed Assets 
 

  
       

3,30,961  
       
4,70,000  

           (I)   Tangible Assets 
 

1      

      (b) Other Non-Current Assets 
 

  
          

66,270  
                 

-    
  

  
      

  2. Current Assets 
 

      

      (a) Inventories 
 

  
                   
-    

                 
-    

      (b) Trade Receivables 
 

0  
     

12,46,851  
     

10,97,120  

      (c) Cash and Cash Equivalents 
 

0  
       

6,69,315  
       

5,42,950  

      (d) Short-Term Loans and Advances 
 

0  
       

7,46,401  
       

5,87,030  

      (e) Other Current Assets 
 

  
       

5,73,136  
       

5,97,210  
  

  
      

  
  

      

  
  

  
     
36,32,934    32,94,310  
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A4 SOFTECH  PRIVATE LIMITED 
  Balance Sheet as at 31st March 2017 

      
Note 
No. 

 As at  As at 
  Particulars 

 
 31.03.2017  31.03.2016 

       Rupees  Rupees 
I EQUITY AND LIABILITIES 

 
  

 
  

  1. Share Holders' Funds 
   

  

      (a) Share Capital 
 

0  
       

1,00,000  
       
1,00,000  

      (b) Reserves and Surplus 
 

0  
       

7,10,200  
       

6,78,000  
  

  
  

 
  

  2. Non-Current Liabilities 
 

  
 

  

      (a) Long Term Borrowings 
 

  
     

11,62,041  
       
5,26,066  

      (b) Differed Tax Liability / (Asset) 
 

0  
          

67,629  
          

66,270  

      (c) Long Term Provisions 
 

0  
       

4,90,000  
       

8,12,413  
  

  
  

 
  

  3. Current Liabilities 
 

  
 

  

      (a) Trade Payables 
 

  
     

13,96,242  
     

10,83,914  

  
           Total outstanding dues of mocro 
enterprises 

 
  

 
  

  
           and small enterprises; and (Refer note 
no.23) 

 
                     -                     -    

  
           Total outstanding dues of creditors other 
than 

 
  

 
  

             micro enterprises and small enterprises;  
 

  
 

  

      (b) Other Current Liabilities 
 

0  
 

          
66,270  

      (c) Short Term Provisions 
 

0  
       

3,76,000  
       

3,00,000  
  

  
  

 
  

  
  

  
 

  

  
  

  
     
43,02,113  

     
36,32,934  
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II ASSETS 
 

      
  1. Non Current Assets 

 
      

      (a) Fixed Assets 
 

  
         
3,27,891  

       
3,30,961  

           (I)   Tangible Assets 
 

1      

      (b) Other Non-Current Assets 
 

  
     

10,12,933  
          

66,270  
  

  
      

  2. Current Assets 
 

      
      (a) Inventories 

 
                     -                     -    

      (b) Trade Receivables 
 

0  
     

13,43,027  
     

12,46,851  

      (c) Cash and Cash Equivalents 
 

0  
       

5,45,313  
       

6,69,315  

      (d) Short-Term Loans and Advances 
 

0  
       

5,86,151  
       

7,46,401  

      (e) Other Current Assets 
 

  
       

4,86,798  
       

5,73,136  
  

  
      

  
  

      

  
  

  
     
43,02,113    36,32,934  
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A4 SOFTECH  PRIVATE LIMITED 
  Balance Sheet as at 31st March 2018 

      
Note 
No. 

 As at  As at 
  Particulars 

 
 31.03.2018  31.03.2017 

       Rupees  Rupees 
I EQUITY AND LIABILITIES 

 
  

 
  

  1. Share Holders' Funds 
   

  

      (a) Share Capital 
 

0         1,00,000  
       
1,00,000  

      (b) Reserves and Surplus 
 

0         8,34,309  
       

7,10,200  
  

  
  

 
  

  2. Non-Current Liabilities 
 

  
 

  

      (a) Long Term Borrowings 
 

       15,59,958  
     
11,62,041  

      (b) Differed Tax Liability / (Asset) 
 

0                     -                     -    

      (c) Long Term Provisions 
 

0         4,90,000  
       

4,90,000  
  

  
  

 
  

  3. Current Liabilities 
 

  
 

  

      (a) Trade Payables 
 

       16,12,570  
     

13,96,242  
             Total outstanding dues of mocro enterprises 

 
  

 
  

  
           and small enterprises; and (Refer note 
no.23) 

 
                     -                     -    

  
           Total outstanding dues of creditors other 
than 

 
  

 
  

             micro enterprises and small enterprises;  
 

                     -      
      (b) Other Current Liabilities 

 
0                     -                     -    

      (c) Short Term Provisions 
 

0         4,52,800  
       

3,76,000  
  

  
  

 
  

  
  

  
 

  

  
  

       50,49,638  
     
42,34,484  

II ASSETS 
 

      
  1. Non Current Assets 

 
      

      (a) Fixed Assets 
 

  
         
3,22,000  

       
3,27,891  

           (I)   Tangible Assets 
 

1      

      (b) Other Non-Current Assets 
 

       17,78,246  
       

9,45,304  
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  2. Current Assets 

 
      

      (a) Inventories 
 

                     -                     -    

      (b) Trade Receivables 
 

0       14,87,542  
     

13,43,027  

      (c) Cash and Cash Equivalents 
 

0         6,12,700  
       

5,45,313  

      (d) Short-Term Loans and Advances 
 

0         4,67,000  
       

5,86,151  

      (e) Other Current Assets 
 

         3,82,150  
       

4,86,798  
  

  
      

  
  

      
  

  
       50,49,638    42,34,484  
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Introduction 

 Human resource management as- “planning, organizing, directing, controlling of 

procurement, development, compensation, integration, maintenance and separation of human 

resources to the end that individual, organizational and social objectives are accomplished. This 

definition reveals that human resource management is that aspect of management, which deals 

with the planning, organizing, directing and controlling the personnel functions of the enterprise.  

                                                                                                      - Edwin B. Flippo 

 Human Resource Management (HRM) is an operation in companies designed to maximize 

employee performance in order to meet the employer's strategic goals and objectives. More 

precisely, HRM focuses on management of people within companies, emphasizing on policies and 

systems. In short, HRM is the process of recruiting, selecting employees, providing proper 

orientation and induction, imparting proper training and developing skills. 

 HRM also includes employee assessment like performance appraisal, facilitating proper 

compensation and benefits, encouragement, maintaining proper relations with labor and with trade 

unions, and taking care of employee safety, welfare and health by complying with labor laws of 

the state or country concerned. 

Definitions: 

 Pigors and Myers - “It is basically a method of developing potentialities of employees so 

that they feel maximum satisfaction of their work and give their best efforts to the organization”. 

 Byars and Rue  – “Human resource management encompasses those activities designed to 

provide for and coordinate the human resources of an organization Human resource functions refer 

to those tasks and duties performed in organizations to provide for and coordinate human 

resources”. 
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 Ivancevich and Glueck – “Human resource management is the function performed in 

organizations’ that facilitate the most effective use of people (employees) to achieve organizational 

and individual goal. Human Resource Management (HRM) is an operation in companies designed 

to maximize employee performance in order to meet the employer's strategic goals and objectives. 

More precisely, HRM focuses on management of people within companies, emphasizing on 

policies and systems. 

Features of HRM 

Human Resource Management as a discipline includes the following features  

• It is pervasive in nature, as it is present in all industries. 

• It focuses on outcomes and not on rules. 

• It helps employees develop and groom their potential completely. 

• It motivates employees to give their best to the company. 

• It is all about people at work, as individuals as well as in groups. 

• It tries to put people on assigned tasks in order to have good production or results. 

• It helps a company achieve its goals in the future by facilitating work for competent and 

well-motivated employees. 

• It approaches to build and maintain cordial relationship among people working at various 

levels in the company. 
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Scope of HRM  

1. Personnel aspect-This is concerned with manpower planning, recruitment, selection, 

placement, transfer, promotion, training and development, layoff and retrenchment, 

remuneration, incentives, productivity etc. 

2. Welfare aspect-It deals with working conditions and amenities such as 

canteen,lunchrooms, housing, transport, medical assistance, education, health and safety, 

recreation facilities, etc. 

3. Industrial relations aspect-This covers union-management relations, joint consultation, 

collective bargaining, grievance and disciplinary procedures, settlement of disputes, etc. 

Nature of HRM 

 The emergence of human resource management can be attributed to the writings of the 

human religionists who attached great significance to the human factor. Lawrence  Appley 

remarked, Management is personnel administration‖. This view is partially true as management is 

concerned with the efficient and effective use of both human as well as non-human resources.  

 Thus human resource management is only a part of the management process. At the same 

time, it must be recognized that human resource management is inherent in the process of 

management. This function is performed by all the managers. A manager to get the best of his 

people, must undertake the basic responsibility of selecting people who will work under him and 

to help develop, motivate and guide them. However, he can take the help of the specialised services 

of the personnel department in discharging this responsibility. 

Job satisfaction 

 Job satisfaction is one of the major interests to the field of organizational behavior and the 

practices of hrm. Job satisfaction refers to a person’s feeling of satisfaction on the job, which acts 

as a motivation to the work. 

http://th.jobsdb.com/th/en/Search/FindJobs?KeyOpt=COMPLEX&JSRV=1&RLRSF=1&JobCat=15&JSSRC=JSRAS&keepExtended=1
http://th.jobsdb.com/th/en/Search/FindJobs?KeyOpt=COMPLEX&JSRV=1&RLRSF=1&JobCat=15&JSSRC=JSRAS&keepExtended=1
http://th.jobsdb.com/TH/EN/Resources/JobSeekerArticle/th.jobsdb.com/th/en/Search/FindJobs?KeyOpt=COMPLEX&JSRV=1&RLRSF=1&JobCat=118&JSSRC=JSRAS&keepExtended=1
http://th.jobsdb.com/th/en/Search/FindJobs?KeyOpt=COMPLEX&JSRV=1&RLRSF=1&JobCat=265&JSSRC=JSRSB
http://th.jobsdb.com/th/jobs/medical-services
http://th.jobsdb.com/th/jobs/education
http://th.jobsdb.com/th/jobs/beauty-care-health
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 “Job satisfaction as a general attitude of the workers constituted by their approach towards 

the wages, working conditions, control, promotion related with job, social relations in the work, 

recognition of talent and some similar variables personal characteristics and group relations apart 

from the work life”. 

                                                                                                       -Blum&Naylor 

• Job satisfaction is an emotional response to a job situation. 

• Job satisfaction is often determined by how well outcomes meet or exceed expectations. 

• Job satisfaction represents several related attitudes. 

• Job satisfaction is an pleasurable emotional state resulting from the appraisal of one’s job 

as   achieving. 

 

 There is no limit for the employees to reach the full satisfaction and it may vary from 

employee to employee. Sometimes they need to change their behaviors in order to execute their 

duties more effectively to gain greater job satisfaction, Miller,(2006). Having good relationships 

with the colleagues, high salary, good working conditions, training and education opportunities, 

career developments or any other benefits may be related with the increasing of employee 

satisfaction. 

  

 “Employee satisfaction is the terminology used to describe whether employee are happy, 

contended, and fulfilling their desires and need at work. Many measures support that employee 

satisfaction is a factor in employee motivation, employee goal achievement and positive employee 

morale in the work place.” Susan M. Heath field (About .com).  Cranny, Smith & stone (1992) 

defined employee satisfaction as the combination of affective reactions to the differential 

perceptions of what he/she wants to receive compared with he/she actually receives.                                                                                                                                        

 According to Moyes, Shao & Newsome (2008) the employee satisfaction may be describe 

as how pleased an employee is with his or her position of employment. As Spector (1997) defined 

job satisfaction as all the feelings that a given individual has about his/her job satisfaction of 

employee and their satisfaction over all with companies” policies, company environment etc. 
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Need for the study: 

 Obviously job satisfaction plays a key role in organization success. Without employee 

satisfaction towards their jobs none of the employee will perform well and it is very difficult to 

reach the organizational goals and objectives. 

 Hence, job satisfaction helps to yield maximum output (performance) from the employees. 

So, that the study is undertaken to measure satisfaction level of employees towards their jobs. 
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Scope of the study 

 This study is aim to understand the employees satisfaction in Kwality feeds which covers 

the various elements. The scope is to understand the employee satisfaction. The study is conducted 

at Kwality feeds covering employees and data collected based on the Questionnaire prepared. 
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Objectives of the Study: 

• To know the  employee satisfaction towards their jobs at Kwality Feeds Ltd at Ramanapudi 

• To study the various factors determining job satisfaction of the employee working in  

Kwality Feeds Ltd at Ramanapudi. 

• To study the impact of job satisfaction and  the overall growth of employee’s  as well as 

the Kwality Feeds Ltd at Ramanapudi. 

• To make necessary recommendations for increasing the satisfaction level of employee, if 

any. 
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Research Methodology 

 “Research Methodology” is a term made up of two words, research & methodology. 

‘Research’ means ‘search for knowledge’. It is a scientific and systematic search for potential 

information on a specific topic. It is an art of scientific investigation. It is careful investigation or 

inquiry especially for search of new fact in any branch of knowledge. 

 Research is a systematic method of finding solution to problems. According to Clifford 

woody, “research comprises of defining and redefining problem, formulating hypothesis or 

suggested solutions, collecting, organizing and evaluating data, reaching conclusions, testing 

conclusions to determine whether they fit the formulated hypothesis” 

 The necessary data has also been collected from official records and other published 

sources. The collected data is classified, tabulated, analyzed and interpreted later. 

Methods of data Collection:  

The two types of data collection: 

1. 1.Primary data 

2. Secondary data 

Primary data  

 Primary data are those which are collected a fresh and for the first time, and it is in original 

form. Primary data can be collected either through experiment or through survey. The researcher 

has chosen the survey method for data collection. 

• Primary data is personally developed data and it gives latest information and offers much 

greater accuracy and reliability. 

• The data is collected through questionnaire, personal interview and observation approach. 

• For the present piece of research, the questionnaire method has been used. 
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Secondary data  

 Secondary data is the published data. It is already available for using and its saves time. 

The mail source of secondary data are published market surveys, government publications 

advertising research report and internal source such as sales, sales records orders, customer’s 

complaints and other business record etc. the study has also depended on secondary data to little 

extent, which is collected through internal source.  
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Limitations of the study  

➢ Due to their busy work schedule some of the employees do not have interest to fill up 

the questionnaire.  

➢ The data which was given by the respondents due to the fear it may biased. 

➢ Time is the major constraint due to six weeks training program. 
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Culture of aquatic animals especially fish culture has undergone a dramatic worldwide 

growth in the last few years. The aquaculture industry is the fastest growing food production 

industry in the world and approximately 50% of all fish consumed by humans is from 

aquaculture (Thorarinsdottir et. al., 2011). Nutrition plays a vital role in improving animal 

productivity (Jacob and Raj, 1987). Understanding about the nutritional requirements and 

production of fish feed is essential to the development and sustainability of aquaculture as the 

industry has matured. Prepared or artificial diets may be either complete or supplemental. 

Complete diets supply all the ingredients, Protein (18%-50%), Lipid (10%-25%), Carbohydrate 

(15%-20%), Ash (<8.5%), Phosphorus (<1.5%), Water (<10%), and trace amount of vitamins 

and minerals necessary for the optimal health and growth of the fish (Craig and Helfrich, 2002). 

Nutritionally complete feeds should be used when fish are reared in high destiny indoor systems 

or confined in cages and cannot forage freely on natural foods or natural foods are absent or 

where natural foods only make a small contribution to nutrition. When substantial amounts of 

natural productivity are available, supplemental feeds (incomplete, partial) don’t need to contain 

all essential nutrients and are intended only to help fortify the natural foods with extra potential, 

carbohydrate and lipid in the culture. 

Feeds can be farm-made single component feeds like Rice bran oil or Mustard oil cake to 

commercial feeds. Kitchen wastes may also be considered as one of the types of farm-made 

feeds produced economically for a small scale culture venture. Farm-made feeds or on-farm 

feeds consists of one or more artificial and/or natural ingredients produced for a particular 

farming activity and not for any commercial purpose. Mixtures of ingredients subjected to some 

form of processing (simple mixing, grinding, and cooking) done on-farm or in small processing 

plants are generally regarded as farm-made feeds and are often used in small-scale semi-

intensive aquaculture practices. Commercial feeds are formulated and manufactured from a 

homogenous mixer of several ingredients, in various proportions that ensure precise quality 

targets in terms size and texture, stability and nutritional composition at a highly competitive 

price. Commercial complete feeds are used usually in intensive and semi-intensive practices. 

Some Feeds are formulated with antibiotics for treatment of vibriosis, and other bacterial 

infections are sometimes called medicated feeds. 
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Feed types: 

Feeds can be produced entire by steam processing, producing compacted, pressure-pelleted 

(sinking) feeds; or by extrusion, which produces expanded floating or buoyant feeds. 

1. Floating Feeds 

2. Sinking Feeds 

Floating feeds 

  In general floating feeds offer numerous advantages over their sinking counterparts. Raw 

materials are propelled by screws along the barrel of the extruder machine to cook the material s 

at 120-175 degree C for about 30 seconds. The homogenous cooked mixture is forced through a 

die at high pressure. The material expands because of pressure difference. Floating feeds are 

more digestible as a result of cooking process and the heat and pressure deactivate destructive 

enzymes as well. Increased starch gelatinization helps the feed to be more stable in water by 

disintegrating less quickly that gives enough time to the fish to take the meal completely. 

Moreover, the farmer can directly observing the feeding intensity of his fish and adjust feeding 

rates accordingly determining whether feedings are too low or too high is in important in 

maximizing fish growth and feed use efficiency. Another side effect is that farmers can visually 

monitor the health condition of the reared fish as they come to the surface to take feed. 

In contrast, floating feed can be detrimental with respect to consumption by competitors and 

some fish species. 

 

Sinking feeds 

 Sinking feeds are solid feed pellets that submerged during application. Bottom feeder 

shrimp, for example, prefer sinking pellets(density greater than that of water, 1 g/cm3) and will 

not accept a floating feed (Craig and Helfrich,2002). The farmer cannot always estimate feeding 

rates properly in relation to the biomass present in his pond and feeling whether too low or too 

high than the actual requirement. It cause lower weight gain in a particular age and enlarge the 

culture period when feeding rate is low. In the other hand, overfeeding causes subsequent loss of 

feed supplied as well as deteriorating water quality that may results in a number of problems. 
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Feed Ingredients: 

 Wide ranges of ingredients are used in preparation of aqua feeds. They include aquatic 

and terrestrial plants(Duckweeds, Azolla, Water Hyacinth, etc.), aquatic animals (Snails, 

Clams,etc.) and terrestrial-based live feeds(Silkworm Larvae, Maggots, etc.),plant or grain 

processing products and byproducts (De-oiled Cakes and Meals, Beans, Grains and Brans) and 

animal-processing and by-products (Meat and Bone Meal, Blood Meal, Feather Meal, etc.). 

ingredients used commonly as sources of protein, carbohydrate and fat.  

Nutrient Ingredient Used 

Protein Fish Meal, Dry Fish, Soybean Meal, Meat and Bone Meal, Rape Seed 

Cake, Mustard Oil Cake, Soy Protein Concentrate, Blood Meal, Krill 

Meal, Maize Gluten.  

Carbohydrate Rice Polish, Maize, Flours, Wheat Meal, Extruded gelatinized starch. 

Fat Fish Oil, Vegetable Oil,  Crude Oil, Full Fat Soybean. 

 

A wide variety of additives are used that would have position effects on growth and feed 

conversion without causing bacterial resistance to fully utilize valuable raw materials in feed 

pellets. 

 

Feed production:  

Production of feed includes two major steps as feed formulation and processing or preparation. 

Formulation 

Feed formulation is the process of quantifying the proportion of ingredients to be put together, to 

form a single uniform mixture or pellet that will provide all the nutritional requirements of the 

target fish. It is a central operation in feed production, ensuring that feed ingredients are 

economically used for optimum growth of reared spices. It requires a good expertise in fish 

biology and nutrition along with a deep knowledge about feed ingredients and their roles. Most 

large scale fish farmers depend on commercial feed mills for their feeds, to obviate the need to 

do their own formulations or fees preparation. It is therefore essential that formulation are 

accurate, to ensure that cultured fish are not adversely affected. Feed formulation is a science and 
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art at a time, requiring knowledge of feed and fish in view of economic aspects when using 

formulae. Feed Formulation can be done in two major steps as: 

 1. Ingredient selection and restrictions and  

2. Identification of nutritional specifications. 

Processing of Feed 

 Grinding 

 Mixing 

 Conditioning 

 Pelleting 

 Drying 

 Packaging 

Feed Characteristics: 

• Flavor and Taste 

• Color and Buoyancy 

• Sound  

• Size and Pellets 

Global aqua feed 

Increasing Demand for Fish and Fish- Based Products is expected to Drive the Aqua Feed 

Market 

With the globally increasing demand for fish and fish-based products, the compound feed 

demand in the aquatic animal food industry is also expected to increase. The growth is 

particularly high in emerging countries, such as China, India, and Brazil, owing to the increasing 

income levels due to expanding the middle class and increasing demand for seafood in these 

countries. The Asia-Pacific market, though accounts for a significant share in the overall market, 

is relatively unexplored, owing to the low level of organizing in the industry. 

The world’s aqua feed business is highly fragmented, and global players, like Cargill compete 

with a lot of regional feed producers. Around 35% of the aqua feed market is divided among four 

global companies, none of which has more than a 12% market share. 
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Asia-Pacific Region is the Largest Market for Aqua Feed 

The aquaculture business is centered in Asia, particularly, in China. The region accounts for 

more than one-third of the world aquaculture production, by volume. China alone comprised 

more than 50% of the global fish production. Besides China, the region is also home to major 

producers, such as India, Vietnam, and Thailand. The aqua feed industry in this region is driven 

by factors, such as increasing fish consumption and growth in the processed seafood industry, 

owing to rise in middle-class incomes in developing countries. 

 

Increasing Costs of Raw Material is Expected to Weigh on the Growth of the 

Market 

The demand for high-quality aqua feed from the industry, owing to growth in the aquaculture 

industry, has elicited the increase in consumption of compound feed and feed additives. The feed 

availability has become a critical issue for the aqua feed industry. With the growing global 

population and a corresponding rise in a food shortage, the industry is facing severe pressure in 

procuring raw feed, such as fish meal and fish oil, which are very crucial for manufacturing aqua 

feed and the growth of the aquaculture industry. Feed acids, antioxidants, and vitamins are 

mainly extracted from natural sources, such as seeds, tree barks, and plant leaves. The rising 

costs of extraction from these sources, coupled with stringent regulations over waste biomaterials 

and wastewater treatment, have a limiting effect on the global market. Oceans are tapped out, 

and the environmental regulations surrounding the wild, marine or inland fisheries has made it 

difficult to procure raw materials, such as fish meal and fish oil for feed. Prices are expected to 

soar owing to increasing demand, and adversely affect the aqua feed market. Regulatory issues 

are the biggest constraints for the feed industry. 

 

Stringent Regulations in Developed Countries is Expected to Restrain the 

Market Growth 

The animal feed production comes under feedstuff regulations in most countries. The regulatory 

framework is getting increasingly strict, such as the ones in 2006 in European Union and in 2009 

in the United States, where, the ban on the use of antibiotics, as growth promoters in animals, 

was seen. Many countries, including China, Thailand, and Vietnam that export fish to Europe 
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and the United States do not have such regulations against antibiotics or animal proteins usage in 

animals or feeds. Such disparities in regulations have adverse effects on the global fish and aqua 

feed trade, especially between developed and developing economies. The feed and feed additive 

producers are required to follow strict regulations related to regional and national health and 

safety, for gaining product approval in the developed nations. These regulations ultimately affect 

the cost of the final product. Such regulatory initiatives are posing challenges for existing feed 

products, and increasing the price of new feed development. 

Major Players:  Nutriad International NV, Biomar A/S and Aller Aqua A/S amongst others. 

Recent Developments in the Market 

Epicore, a company operating in the North American and South American aquaculture market 

with specialization in the manufacture of larval feed and probiotics, was acquired by Neovia. 

Reasons to Purchase this Report: 

• Provides latest insights into the Global Aqua Feed industry 

• Studies on the region expected to witness the fastest growth during the forecast period 

• Identifies the latest developments, market shares, and strategies employed by the major 

market players 

• Analyzes the market scenario with the help of Porter’s Five Forces Analysis 

• Analysis of the impact of regulations in developed countries on the aqua feed industry 

• 3-month analyst support, along with the Market Estimate Sheet in excel 

Report Customization and Benefits: 

• This report can be customized to meet the desired requirements. Please connect with our 

analyst, who will ensure you get a report that suits your needs 

India Aqua Feed – Market Share 

INDIA - With seafood production growing at the rate of four per cent per annum since 2012, 

India’s aquaculture feed demand is to touch 7 million tonnes by 2017-18. 

This was said in a report released by Yes Bank at the Global Grain & Global Feed event held in 

Pune recently. 

As per an estimate, currently, India’s aqua feed consumption is around 1 million tonnes and 

assuming on an average 1.5 feed conversation ratio (industry standards), the demand for aqua 

feed comes to around 7 million tonnes by 2017-18, the report said. 
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India’s seafood production was recorded at 9 million tonnes in 2012-13 and due to rapid changes 

in shrimp and fish farming, production capacities for modern feed has gradually gone up to 2.88 

million tonnes during 2013-14. 

India has around 26 aqua feed mills spread across the country. However, their production 

capacities are only 43.4 per cent with a total production of 1.25 million tonnes. 

To meet the requirement, India imports more than half of the requirements from other countries, 

so there is huge scope in aqua feed. 

With the introduction of vannamei shrimp, the cultured shrimp production is growing at 16 per 

cent. 

The demand from shrimp will drive the growth of the aqua feed industry at five to six per cent 

annually. 

The feed demand only from shrimp and fresh water shrimp is around 1 million tonnes. 

India currently has 13 feed mills that can produce modern feed for the shrimp sector with a 

production capacity of 1.33 million tonnes. 

On fish feed, the current installed capacity is 1.55 million tonnes. The total feed production for 

shrimp and fish stands at 572,000 tonnes and 684,000 tonnes respectively, the report adds. 

Shrimp production growth has driven consumption growth by 13 per cent between 2007-08 and 

2012-13 reaching almost 300,000 tonnes in 2013-14. 

Disease outbreaks remain one of the major risks affecting the growth of the aquaculture feed 

industry. 

Freshwater fish feed demand has grown rapidly, driven by the growth in the freshwater fish 

segment in India. 

Current freshwater fish feed production is estimated at 0.7 million tonnes and significant 

investment has gone into the creation of capacities. It is expected that the demand for fresh water 

fish feed is expected to grow at five to six per cent in the near term. 

Emphasising on emerging markets for aqua feed, the report said that current market players and 

feed mill investors are looking for market diversification options to increase feed capacity 

utilization. 

Currently, Andhra Pradesh constitutes the major share in the domestic market, accounting for 

feed sales at almost 60,000 tonnes per month followed by other states with below 5000 tonnes 

sale a month. 



18 
 

After 2008 many aqua feed mills have started manufacturing floating/pellet feeds for the farming 

of freshwater fish. 

Cheaper feed ingredients like deoiled rice bran, wheat bran, cottonseed cake and groundnut cake 

are extensively used in freshwater aquaculture. Both conventional and non-conventional feed 

ingredients are used in feed formulation for shrimps. Feed ingredients like fishmeal, squid meal, 

lecithin, cereal flour and other essential and propriety additives and fish oil are also used in 

prawn and shrimp feed formulations. 

Freshwater fish are fed with farm made feeds which consists of a mixture of rice bran, wheat 

bran and oilseed cakes, the report said. 

Globally, the aqua feed market has witnessed an exponential growth owing to factors such as 

growing consumption of seafood and growth of the aquaculture industry as a whole. India along 

with US, China and Brazil are the leading aqua feed producers across the world. 

The report also said that Asia Pacific is the largest market for aqua feed consumption, 

contributing to over 70 per cent of the overall consumption. 

An Altech-2015 Global Feed survey stated that the world has produced an estimated 41 million 

tonnes of aqua feed during the last year. With Asia Pacific and China as one of the leading 

consumer and producers of aqua feed. 

 New technologies from all over the world.The feeding industry is one of the main 

industry which will able to influence the growth of Indian economy ithasa scopeto improve their 

activities and enhance the rate of growth in the competitive markets oifweob serve the scope of 

feeding industry all over the world china, Pakistan, Japan, Taiwana replying a well role when 

comparing with our country so our country has always showing interest to import the methods 

and strategies which they are following and what are  strategies they are implementing to 

enhance their capacity of production and which type of technology can able to give the 

maximum level of output with high quality  by  considering all their thing our country  is 

importing. There are favorable situations are rising to improve our industrial performance which 

are operating within the feeding industry is a an evergreen business when comparing with other 

industries. Because the food processing items the fish feed will have demand always so their 

feeding industry are automatically helping to the country in the setting of economy  

development  by contributing their share of amount in the name of taxes, revenues, purchases, 

policies social activities etc. The fish feed manufacturing technology developed by HONyoung 
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developmentco, has been successfully operation by the more than40fishfeed,feed mills in the 

world in the developing updating technology to be in the always in the most advanced and 

leading position in the died of fish feed manufacturing. Here is the processing description of 

which it is operation formulas and operation parameter. 

 

Introduction 

 It is appropriate to start by identifying just who and what the animal feed industry while 

there are various ways to produce feeds for livestock, there broad production and delivery 

systems involved where farmerstake in feed to assist them in producing their livestock product 

be that dairy or been cattle, chickens, laying hens, pigs, rabbits, goats and sheep or fish. They  

are: 

• Commercial operation producing feed for sale; 

• Integrated operation where large pigor poultry producers in particulars produce their own 

feedstuffs; 

• Co-operative operations where farmer jointly own the feed millor production plant 

that produces the feed they use. 

There are the sectors that the International Feed Industry Federation(IFIF) represents 

though it’s national feed Association members. Unfortunately, the vast majority of countries 

does not have Feed Associations and are therefore not represented by IFIF which also represent 

suppliers to the Feed Trade, including machinery and raw material producers. 

             For a start the same livestock are fed the same research and trial results are used 

to determine what animals need In order to maximize their demotic potential; the same feed 

formulation software is used to provide least-cost diets in order to remain competitive in the 

market place. And finally the same manufacturing technology is used the same equipment and 

most often the same raw materials. What makes the Industry different and why it is that 

numerous feed mills are maintained within countries is the different cultures and skills that are 

brought to the business of making feed. Today, fewer than 3800 feed mills manufacture more 

than 80 percent of the world’s industrial feed. Despite the strong tends of vertical of vertical 

integration and consolidation within the industry. The world‘s 10 largest feed manufactures 

produce less than 65 million tons per year less than 11 percent of global feed output. So the 

global feed industry still remains broadly based with many local and regional commercial feed 
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companies as well as specialized firm. The European feed manufacturers federation (FEFAC) 

calculated that its members in the European Union which produce some 120million of 

compounded feed annually, accounts for approximately a quarter of all feed consumed by 

livestock in western Europe.Calculating feed production from a livestock base produces a figure 

of  approximately 1000million annually. However, IFF’s best estimate and supported by Feed 

International magazine figures suggests that annual compound feeds production is in the order 

off 600 million. Ten countries produce more than 60 percent of the world’s total industrial feed, 

while 50 countries produce more than 90 percent of the total. Manufactured feeds for poultry is  

the greatest proportion of tonnage. Next as pig followed by cattle feeds, which are mainly 

concentrates for dairy cows. Feeds products for fish and crustaceans accounts for14 million and 

is growing. In 1999, global per capital feed use was 98kg per year, down on the peak of 105kg  

during 1995/1996t this figure modulates depending on improved or declining economic 

conditions. This brief introduction helps put IFIF and the compound feed production system in 

context with total live stone feeding. 

Protein: 

Protein is the key building block for feed formulation systems and the international trade 

in protein materials is central to the industry’s success no matter where production is carried 

out. Without this trade, the industry would not have the ability to formulate correctly and it 

would not be what it is today. And respective populations would save less choice and poorer 

diets as a consequence. Yet with all the modern day sophistication in trade, transportation, 

handling, formulation and delivery systems that gets products to livestock growers on a just-in-

time basis, protein sources are now in trouble. 
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TABLE: 

GLOBALPOPULATION,FEEDMANUFACTUREANDPER 

CAPITAL

USEYEA

R 

(MILLIO

NTONS) 

POPULATION 

FEEDUSE 

MANUFACTURED 

FEED 

PER CAPITA 

(BILLIONS)       

(KG/PERTON) 

1975 4.1 290 71 

1980 4.5 370 82 

1985 4.9 440 90 

1990 5.3 537 101 

1995 5.6 590 105 

1996 5.7 597 105 

1997 5.8 605 104 

1998 5.9 575 97 

1990 6.0 586 98 

2000 6.1 591 97 

2001 6.2 597 96 

 

 

Source Feed international 2010 world feed panorama survey (2010 data).Protein oil seed meals 

Soybean meal for example account for 75percent of all protein used in compounded livestock 

ration worldwide. 

There is an on going debate and campaign to reject genetically modified organisms from 

livestock diets.The livestock feed sector will have to join this debate and win if it is to have 

Genetically Modified(GMO)Developments in the future which will improve the production and 

add nutritional that are acceptable to the sophisticated western consumer. It is the affluent west 
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European consumer that is gaining the attention of policy make in Brussels, and what the 

European Union does seems to persuade other of the issues. 

Rendered Animal products Meat and  bone meal,  along time traditional ingredient and 

richsource of aminoacids and mineral in livestock feeds worldwide, is banned in the European 

Union this is due to the Bovine Spongiform Encephalopathy (BSE) crisis and the link to the new 

Variant Creutzfeldt-Jakob Disease (VCJD)in humans. 

Fish meal this inability of current testing procedures to distinguish animal by products now 

being produced the under new processing procedures from fishmeal, has to fish meal being 

included in the overall animal protein ban. There is also an underlying concern over dioxin 

levels in fishmeal. 

There are other source of protein, but from industry of view. These are the Big Three Within oil 

meals, soybean dominates as a protein source.  

All three proteins are key components in commercially produced livestock ration in all 

countries, and all these proteins are traded globally. It is the raw materials that travel to the areas 

in the livestock, that will consume them, are being farmed. 

Feedmills in general, are located need the centers of livestock production and seldom does 

complete feed cross national borders or travel far from the  point of manufacture. Feed 

concentrates on the other hand-where the protein contentor the micro ingredients are expensive 

and require careful formulation may be trade internationally and over greater distance, but the 

volumes in comparison to complete feeds is minute. 

 

Yet the industry often feel that government do not see the importance of the trade in the 

feed raw materials as part of the food production systems. With protein sources facing crisis and 

projection putting world population on target to reach nine billion by 2050, it timely for FAO to 

set up this Expert Consultation. There are two key reasons why the industry should take more 

than a passing interest in protein sources: 

It is part of today‘s food Chain What consumers say, What they believe about the feed industry 

and how it goes about Its business will Effect the livelihood of all involved, and What happens 

in the one country can have a dramatic on the operation of the feed industry in another. 

These are the companies which are acting like a feed manufacturing industry in the India 

and our state. Actually the development of their feeding industry will be having an evergreen 



23 
 

opportunity because some of the countries like chain Taiwan. Pakistan, India they are playing a 

well role in the maintenance of feeding industry so India has a maximum scope to improve the 

level of performance in the process of producing a qualified feed so the customer gets good 

results by the usage of new and updated technology while in the production process. The above 

organizations are contributing their maximum level of efficiency to improve the quality in the 

production and they are showing their interest to enhance themselves and also for the helps of 

country in the process of making the economy into a proper track. Because the calculation of 

economy will be dependent on the revenues in the country in the name of taxes from 

companies. 

 

Swot Analysis of The Feed Industry: 

Strengths : 

• Indian feed industry is the second largest producer of feed in the world after china. 

• The sector has a potential to make the country to be self reliant in this highly sensitive 

essential commodity of mass consumption.100.23billion to the raw material suppliers in 

the financial year 2006. 

• Annual tax contribution to exchequer Rs.15 billion annually. 

• Provides direct employment including ancillary activities to near about 0.5 million 

workers. 

• It also supports the downstream industries by providing the raw material. 

• This sector have been the focal point of socio economic of the rural India. 

• Strong government policies as it come under essential of mass consumption. 

Weaknesses: 

• Capacity leads to the decrease in production and losses. 

• Lack of most of the Co-operative feed industries in India. 

• Most of the feed factories are more than 30year old and still using the old 

technology low installed production professionalism. 

Opportunities: 

• Huge potential to increase the productivity of qualified products. 

• High value of By-products for downstream industries. 
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• Technology upgradation, new advance technology available for the by- product 

utilization. 

Threats: 

Quality of soil deteriorates due to over use of fertilizer and pesticide to increase productivity 

yield. By this sector is vulnerable to political interest observing the above SWOT analysis we 

able to know what type of role the feeding industry in India is playing and how effectively it is 

improving the rate of performance by implementing the new strategies will in the production 

process and also in  importing  the new type of technologies which are invented by other 

countries how are playing already will role in the same feeding industry   and from them we are 

importing the existed technology which will helps to improve our present position of 

performance. 

Strengths are showing a favorable position to the industry and some of the weaknesses also there 

in the name of threats if the organization will be able to utilize their available resource in a 

effective way then their weaknesses are becomes like a opportunities for them and proper 

utilization of the opportunity gives a great success for the organization in the competitive 

business environment. 

Problems of Feedindustry: 

Inspite of showing phenomenal increase in production, Indian FEED Industry has been 

facing serious problem which need immediate attention. The important problems are: 

• Shortage of raw material. 

• Problems of modernization. 

• Tax Burdens. 

• Excessive levy control. 

• Improper utilizations of by-production. 

• Harvesting. 

 

Other Problems: 

• Competition. 

• Inadequate finance. 

• Shortage of fuel and frequent power cuts. 
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• Lack of proper transportation facilities. 

• Uneconomic size of FEED production units. 

• Over production. 

There are the problem facing the feed industry if the management will to control these problems 

and the threat the organizational opportunities will comes in to the under control of the 

management. People then path of the industry will be runs into a proper way which lead to reach 

the vision of the company in the name of success. 

 

Some of The Organizations Which Are Operating In The Industry: 
 

Southern India:  

Andhrapradesh: 

Adonis Proteins feeds 

Andhra Pradesh Dairy Dev Cooperative Federation Ltd 

Baha’i Foods & Feeds Ltd 

Baha’i poultry& Cattle Feed(P)Ltd 

Coromandel Agro products &Oil Ltd 

Crown Aqua Feed (P)Ltd 

Essen Enterprises 

GP Cotton &Oil products Ltd 

Godrej Grover Ltd 

Gold Mohr Feeds & feeds Ltd (Hindustan lever) 

Guntur Dist Cooperative Milk produces’ Union Ltd 

Hajj Mohamed Husain Traders 

Hindustan Livestock Feeds 

Janice Feeds Private Ltd 

Quality Feeds Private Ltd 

Marked feed Mixing Plant 

Nadia Agro-VetIndustries PrivateLtd 

Pasha Feeds 

Saptagiri Feeds 
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Sri Satya Sai Chemical &Feeds(P)Ltd 

Srinivasa  poultry&Cattle Feeds Private Ltd 

Kerala: 

Government of Kerala 

Higashimaru Feeds (India)Ltd 

Kerala Cooperative milk Marketing Federations Ltd 

Kerala Trading Corporation 

KeyenceFeeds (P) Ltd 

PrimaAgro production Ltd 

Vijayfeeds &farm Tonus (P) Ltd 

Pondicherry: 

Government of Pondicherry 

Pondicherry Cooperative Milk Producers Union Ltd 

Tamilnadu: 

AVMC battle & poultry Feed Mfg Industries 

AmazingAgro Export Ltd 

Annam feeds Ltd 

Arafat &Arafat Associates 

Coimbatore chemicals & Fertilizers Ltd 

Feeds India Godrej Agrovet Ltd 

 



 
 
 
 
 
 
 
 
 
 
 
 
 

 

 

 

CHAPTER III 

COMPANY PROFILE 
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About company: 

Kwality Feeds Ltd was established in the year 1993 with the objective of becoming preferred aqua 
feed supplier to the developing aquaculture industry in India. In the year 2005 it has revolutionized 
the Indian aquaculture by introducing high performance extruded floating fish feeds. 

 

Company Mission: 

To provide healthy and sustainable growth for customers by creating innovative feed solutions to 
develop aquaculture. 

 

Company Values: 

Respect Courage Innovation Execution Openness 

We act with 
integrity based 
on mutual trust 
and recognize 
the inherent 
value of all 
people and the 
environment. 

We like 
challenges and 
take measured 
risks. We drive 
change and 
improvement. 
We strive for 
being winners. 

We seek 
opportunities and 
strive for 
innovative 
business 
solutions 
internally and 
externally on 
behalf of our 
customers. 

Based on skills 
and insights we 
act and get 
things done .We 
value personal 
responsibility 
and initiative. 

We work with 
others in an 
open and 
inclusive way. 
We are reliable 
and trust 
worthy .We 
work and act 
global. 

 
Process overview: 

The Kwality fish feed production secures the right nutritional ingredients in the finished product 

together with the physical criteria’s linked to the different Kwality products. 

The main ingredients are marine raw materials, vegetable raw materials and other ingredients such 

as starch, pigment, vitamins and minerals. 

The Kwality plants do have advanced operating systems and the process is controlled from a 

central control room from where process data are monitored. 
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Raw Materials 

 
Process 

Dry raw material storage 

The dry raw materials are mainly stored in silos to keep the ingredients cool and dry. 

Oil storage 

The oil fish oil and vegetable oil are stored in storage tanks. 

Dry powder dosing 

The dry ingredients are dosed from dosing silos down into a batch scale according to recipe. 
Grinding 

To secure a homogenous product even in the smallest products it is necessary to grind the products. 

The equipment used is hammer mills. 

Mixing 

To be sure of a homogenous product the batch is mixed in a mixer. 

Extrusion  

The dry powder is transferred to the extruder where water steam and mechanical energy are 

transferred to the product. The temperature at the end of the extruder increases to 115 to 120 °C . 
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The high temperature and the mechanical work melt the starch. In the extrusion process the powder 

becomes a high viscose liquid. Passing the dies at the end of the extruder the product expands due 

to the pressure drop at the dies. The microstructure in the pellet is formed by this expansion and 

makes space for further oil dosing. 
Drying 

The water added into the extruder is removed by drying. The pellets are dried in dryers with a 

drying time from 40 to 90 minutes. The product temperature drops from 90 °C to about 50 °C in 

the drying process. 

Coating of oil 

In most of the feed recipes oil is added to the pellets. The dried pellets are coated with oil in a 

batch vacuum coater. 

Cooling 

To secure and stabilize the products the products are cooled to room temperature. 

Bagging 

After cooling the product is sifted and taken out in 25 to 50 kg bags. 
Overview Of Manufacturing Process 

 
 

Products: 

Kwality Feeds brings a new generation of efficient Floating Fish feeds which help achieve the best 

possible total economic performance in your fish farm. Our concept optimizes the feed to a targeted 

performance in terms of Feed Conversion Ratio and Growth Rate without depending on particular 

raw materials. It supplies the digestible energy needed for maintenance and the targeted growth 

performance at each stage in the fish life cycle. It delivers an adequate amount of digestible 

proteins with the right amino-acid profile in order to enable the fish to fully utilize its growth 

potential. It provides the vitamins, minerals, and other micronutrients necessary for growth and 

development. Utilizing advanced optimization tools and the results through research and trials our 

team of product developers can efficiently match the nutritional requirements of the fish at each 

individual growth stage. 
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Benefits of Kwality Floating fish Feed 

• Eco Friendly 

• Low Feed Conversion Ratio 

• High Growth Rate 

• Higher Biomass 

• Highly Palatable 

• Easy Feeding Management 

• Optimum Water Quality 

• Low Mortality Rate 

• Higher Immunity 
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Feed Composition 
Product 
Code 

Protein % 
(min) 

Fat % 
(min) 

Fibre % 
(min) 

Moisture % 
(max) 

Energy 
(Kcal) 

203 20 3 7 11 2300 

243 24 3 7 11 2500 

283 28 3 6 11 2800 

304 30 4 6 11 3000 

326 32 6 6 11 3400 

 

Resources:  

 

Water Quality in Fresh Water Aquaculture: 

 
The major water quality factors that are important in freshwater aquaculture systems and methods 

to monitor them are described in this publication. Water quality determines not only how well fish 

will grow in an aquaculture operation, but whether or not they survive. Fish influence water quality 

through processes like nitrogen metabolism and respiration. Knowledge of testing procedures and 

interpretation of results are important to the fish farmer. 

Some water quality factors are more likely to be involved with fish losses such as dissolved 

oxygen, temperature, and ammonia. Others, such as pH, alkalinity, hardness and clarity affect fish, 

but usually are not directly toxic. Each water quality factor interacts with and influences other 

parameters, sometimes in complex ways. What may be toxic and cause mortalities in one situation, 

can be harmless in another. The importance of each factor, the determination method and 
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frequency of monitoring depends upon the type and rearing intensity of the production system 

used. 

Water Quality Parameters in Fresh Water Aquaculture 
Water Depth 5-6 Feet 

Ph 7-8.5 

Dissolved Oxygen 3-10 PPM 

Carbon Dioxide 1-10PPM 

Alkalinity (Total) 80-100PPM 

Ammonia 0.1 PPM ( Max 0.5 PPM) 

Hydrogen Sulphide 0.01 PPM (Max 0.03 PPM) 

Salinity < 2PPT 

Plankton >1 ml/ 50L 

Temperature 

All biological and chemical processes in an aquaculture operation are influenced by temperature. 

Fish adjust their body temperature and metabolic rate by moving into cooler or warmer water. 

Each species has a preferred or optimum temperature range where it grows best. At temperatures 

above or below optimum, fish growth is reduced. Mortalities may occur at extreme temperatures. 

Dissolved Oxygen 

The minimum dissolved oxygen (DO) level that fish can safely tolerate depends upon temperature 

and to a certain extent the species. Volubility of oxygen increases as temperature decreases. In 

ponds, DO can change dramatically over a 24 hour period. During the day oxygen is produced by 

photosynthesis, the process by which green plants convert water and carbon dioxide in the presence 

of light, to oxygen and carbohydrates. During the night and day oxygen is consumed by respiration, 

the process by which plants and animals use oxygen to produce carbon dioxide as they burn 

carbohydrates, but in the day photosynthesis usually produces more oxygen than is used. 

Typically, oxygen levels are lowest just before dawn and highest in the late afternoon. 

DO in a culture system must be maintained above levels considered stressful to fish. Warmwater 

fish (species that grow best at temperatures above 25°C) can tolerate lower DO concentrations 

than Coldwater fish (species that grow best at temperatures below 15°C). As a rule of thumb, DO 

should be maintained above 3.0 ppm (parts per million; frequently used interchangeably with 

milligrams per litre, mg/L) and 5.0 ppm for warm and Coldwater fish, respectively. Prolonged 

exposure to low, nonlethal levels of DO constitutes a chronic stress and will cause fish to stop 
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feeding, reduce their ability to convert ingested food into fish flesh, and make them more 

susceptible to disease. Intensive fish production in ponds, cages, flow-through, and recirculating 

systems requires aeration or oxygenation to maintain DO at safe levels. 

Nitrogenous Wastes 

Most fish and freshwater invertebrates excrete ammonia as their principle nitrogenous waste. 

Analytical methods are used to determine total ammonia-nitrogen (TAN). The proportion of TAN 

that exists in ionized and un-ionized form varies with pH and temperature. As pH and temperature 

increase, the amount of TAN in the toxic un-ionized form increases . Fish continuously exposed 

to more than 0.02 ppm of the un-ionized form may exhibit reduced growth and increased 

susceptibility to disease. 

When fish are cultured intensively and fed protein-rich feeds they can produce high concentrations 

of ammonia in the water. Ammonia and other metabolic wastes are gradually removed by natural 

processes in ponds or through the use of biological filters in recirculating and reuse systems. 

Ammonia is removed by bacteria that initially convert it into nitrite and subsequently into nitrate. 

Nitrite is toxic to fish and causes “brown blood” disease. Concentrations of 0.5 ppm have reduced 

growth and adversely affected fish. Fish can tolerate nitrate to several hundred ppm. Removal or 

detoxification of ammonia is facilitated by providing and maintaining an optimal environment for 

the appropriate bacteria (pH between 7-9; temperature approximately 24-30° C). 

PH 

The concentration of bases and acids in the water determines its PH. A low pH is acidic and a high 

pH is basic; a pH of 7 is neutral. Fish survive and grow best in waters with a pH between 6-9. If 

pH readings are outside this range, fish growth is reduced. At values below 4.5 or above 10, 

mortalities occur. 

In well-buffered ponds (with alkalinity over 50-100 ppm, see next section), pH typically fluctuates 

one or two units daily. In the morning, carbon dioxide levels are high and pH is low as a result of 

respiration during the night (carbon dioxide forms a mild acid when dissolved in water). After 

sunrise, algae and other green plants produce carbohydrates and oxygen from carbon dioxide and 

water by photosynthesis. As carbon dioxide is removed from the water, its pH increases. The 

lowest pH of the day is typically associated with the lowest level of dissolved oxygen. The highest 

pH of the day is typically associated with the highest level of dissolved oxygen. 

In recirculating systems, vitrification and respiration of both fish and biofilter bacteria decrease 

PH. Frequently, a buffer such as sodium bicarbonate is added to prevent the pH from falling too 

much. 

Alkalinity 

The buffering capacity of culture water, expressed as ppm calcium carbonate, is its alkalinity. 

Alkalinity is a measurement of carbonate and bicarbonate ions (ions are atoms or groups of atoms 
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with a negative or positive charge) dissolved in the water. As the amount of carbon dioxide 

fluctuates, the pH of water changes. The magnitude of this shift is determined by the water’s 

buffering capacity or its ability to absorb acids and/or bases. Photosynthetic activity in a poorly 

buffered pond can cause pH to increase, perhaps from as low as six in the morning to nine or more 

by late afternoon. In a pond with higher alkalinity, the pH shift is reduced. For instance, the daily 

shift in a well buffered pond might be from a pH of seven in the morning to eight by late afternoon. 

A suitable range of alkalinity is 20 to 300 ppm. Alkalinity in excess of 300 ppm does not adversely 

affect fish, but it does interfere with action of certain commonly used chemicals (e.g., copper 

sulphate). Alkalinity remains relatively constant in ponds, but decreases steadily in 

nonsupplemented, recirculating systems. Alkalinity can be increased by adding agricultural 

limestone to ponds or sodium bicarbonate to recirculating systems. 

Hardness 

Calcium and magnesium ions comprise hardness. Test procedures usually determine both ions as 

“total hardness,” expressed as ppm calcium carbonate. In most waters the concentrations of 

alkalinity and hardness are similar, but they can differ vastly as alkalinity measures negative ions 

(carbonate, bicarbonate) and hardness measures positive ions (calcium, magnesium). Hardness is 

important, especially in the culture of several commercial species. If hardness is deficient, these 

species do not grow well. Hardness should be above 50 ppm; low hardness can be adjusted by the 

addition of lime or calcium chloride. 

Carbon Dioxide 

Only when using groundwater, transporting fish at high densities, or in recirculating systems are 

carbon dioxide problems likely to develop. At high concentrations, carbon dioxide causes fish to 

lose equilibrium, become disoriented and possibly die. Testing groundwater before use and 

aerating it, if necessary, will reduce carbon dioxide to acceptable levels. Careful planning, aeration 

or oxygenation, and buffering of water will keep carbon dioxide at acceptable levels when large 

numbers of fish are hauled extended distances or cultured in recirculating systems. 

Salinity 

The total concentration of all ions in the water is its salinity. Freshwater fish exhibit a range in 

salinity tolerance. Many commercially important species survive and grow well in slightly salty 

water. After they smelt, salmon and trout can tolerate salt water. Salinity not only affects 

osmoregulation it also influences the concentration of un-ionized ammonia. During the planning 

stage of an aquaculture operation, salinity should be measured and the water’s appropriateness 

determined. 
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Iron 

Many groundwaters contain elevated levels of dissolved iron. When exposed to the air, this iron 

interacts with oxygen, becomes insoluble, and forms a red deposit. Small clumps of iron are 

produced that can settle on fish gills, causing irritation and stress. Problems can be avoided if the 

iron-bearing water is exposed to air and the resultant clumps of iron removed by settling or 

filtration before the water enters the culture system. 

Chlorine 

To control bacteria, municipal water supplies are typically treated with chlorine at 1.0 ppm. If 

municipal waters are used to culture fish, residual chlorine must be removed by aeration, with 

chemicals such as sodium thiosulfate, or filtration through activated charcoal. Chlorine levels as 

low as 

0.02 ppm can stress fish. 

Hydrogen Sulfide 

Ponds with oxygen-poor bottoms and accumulated organic material can release hydrogen sulfide 

when seined or disturbed. Substratum beneath heavily fed cages/net pens can accumulate wastes 

and produce hydrogen sulfide gas if oxygen becomes deficient. Hydrogen sulfide gas has a rotten 

egg odour and is extremely toxic to fish. Any detectable odors or levels should be avoided and 

extreme care should be taken when handling fish in an afflicted pond. Ponds can be drained, 

exposed to air and/or excavated to correct the problem. 

Water Clarity 

In pond and cage culture, water clarity can affect fish. If fish that prefer turbid waters are cultured 

in relatively clear water they will experience stress; survival and growth will be adversely affected. 

Accumulation of suspended solids and discoloration of culture water occur in recirculating systems 

which can irritate fish and precipitate disease. Some suspended and dissolved materials can cause 

off-flavour in fish. Filtration and flocculent can be used to remove solids and reduce discoloration. 

Monitoring Methods 

A variety of methods are available to monitor water quality . In pond, cage, and low intensity 

culture, the high precision of sophisticated analytical methods is not needed to make informed 

management decisions. However, intensive culture in recirculating and reuse systems requires 

frequent and sophisticated monitoring. 

If fish are maintained at high densities, then temperature, dissolved oxygen, ammonia, nitrite, and 

pH should be monitored daily or more frequently . Water clarity, alkalinity, and hardness can be 

measured less frequently, perhaps one or two times per week, as they do not fluctuate as rapidly. 

Salinity, iron, and chlorine should be determined when a potential water source is first examined 

so corrective measures may be incorporated into the production system during the design or 

planning stage. Carbon dioxide should be measured when first using a new groundwater source 
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and routinely in recirculating systems. When hydrogen sulfide and carbon dioxide problems are 

likely, systems should be monitored closely and the means to correct problems should be readily 

available. 

At lower stocking densities, water quality parameters can be monitored less frequently or not at 

all. Regardless of the frequency, monitoring should be conducted at a standard time and depth 

where fish are located. Time of measurement and observed values should be recorded; good record 

keeping is essential to successful aquaculture. In pond and cage culture it is preferable to monitor 

dissolved oxygen early in the morning, when conditions stressful to fish are most likely to occur 

(e.g., low oxygen). Conversely, temperature and pH in ponds are best measured during the late 

afternoon. 
 

Feeding Program for Pangasius: 

 
Avg. Body 
Weight 

% Daily 
Feeding 

Feed For Ton fish 
(Kgs) 

Estimated 
monthly  

30 gm 5% 50 70- 100 gm 
    
100 gm 4% 40 100 gm 
    
250 gm 2.50% 25 100 gm 
    
500 gm 1.50% 15 150 – 200 gm 
    
750 – 800 gm 1.20% 12 200 – 250 gm 
    
1 Kg and above 1% 10 200 – 250 gm 
    
1.5 Kg and above 0.80% 8 200 – 250 gm 

 

 
 
 

 

 

 

 

http://www.kwalityfeeds.com/feeding/


37 
 

Feeding Program for White Fish 
  

Avg. Body Weight % Daily Feeding  
Daily Feed for ton 
Fish  

30 gm 4% 40 Kgs 
   
100 gm 2.50% 25 Kgs 
   
250 gm 1.50% 15 Kgs 
   
500 gm 1.30% 13 Kgs 
   
750 ‐800 gm 1.10% 11 Kgs 
   
1000 gm 1% 10 Kgs 
   
1500 gm and above 1% 10 Kgs 

  

  

 



 
 
 
 
 
 
 
 
 

 

 
 
 

 
CHAPTER- IV 

THEORETICAL 
FRAMEWORK  
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Job Satisfaction  

 According to Nancy C. Morse(1997) “Satisfaction refers to the level of fulfillment of ones 

needs, wants and desire. Satisfaction depends basically upon what an individual wants from the 

world, and what he gets.” Employee satisfaction is a measure of how happy workers are with their 

job and working environment.   It is sure that there may be many factors affecting the 

organizational effectiveness and one of them is the employee satisfaction. Effective organizations 

should have a culture that encourages the employee satisfaction, Bhatti & Qureshi, (2007) 

 Employees are more loyal and productive when they are satisfied Hunter &Tietyen, (1997), 

and these satisfied employees affect the customer satisfaction and organizational pro LPductivity, 

Potterfield, (1999).  

 There is no limit for the employees to reach the full satisfaction and it may vary from 

employee to employee. Sometimes they need to change their behaviors in order to execute their 

duties more effectively to gain greater job satisfaction, Miller, (2006). Having good relationships 

with the colleagues, high salary, good working conditions, training and education opportunities, 

career developments or any other benefits may be related with the increasing of employee 

satisfaction  

 Employee satisfaction is the terminology used to describe whether employees are happy, 

contended and fulfilling their desires and needs at work. Many measures support that employee 

satisfaction is a factor in employee motivation, employee goal achievement and positive employee 

morale in the work place.‟Susan M. Heath field(About.Com). Cranny, Smith & stone (1992) 

defined ES as the combination of affective reactions to the differential perceptions of what he/she 

wants to receive compared with he/she actually receives. According to Moyes, Shao & Newsome 

(2008) the employee satisfaction may be described as how pleased an employee is with his or her 

position of employment. As Spector (1997) defined job satisfaction as all the feelings that a given 

individual has about his/her job and its various aspects. Employee satisfaction is a comprehensive 

term that comprises job satisfaction of employees and their satisfaction overall with companies‟ 

policies, company environment etc. 

 

http://www.google.co.in/search?tbo=p&tbm=bks&q=inauthor:%22Nancy+C.+Morse%22
http://humanresources.about.com/bio/Susan-M-Heathfield-6016.htm
http://humanresources.about.com/bio/Susan-M-Heathfield-6016.htm
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Definitions of job satisfaction  

 Different authors give various definitions of job satisfaction. Some of them are taken from 

the book of D.M. Pestonjee  “ Motivation and Job Satisfaction” 

Which are given below : 

 Job Satisfaction is defined as a pleasurable, emotional, state resulting from appraisal of 

one’s job.  An  effective reason reaction to one’s job. 

                Job satisfaction is general attitude, which is the result of many specific attitude in three 

areas namely:  

• Specific job factors. 

• Individual characteristics. 

• Group relationship outside the job.  

                                                                                                   - Blum and Naylor  

 Job satisfaction is defined, as it is result of various attitudes the person hold towards the 

job, towards the related factors and towards the life in general. 

                                                                                                 - Glimmer 

 Job Satisfaction is defined as “any contribution, psychological, physical, and 

environmental circumstances that cause a person truthfully say, ‘ I am satisfied with my job’ . 

 Job satisfaction is defined as employee’s judgment of how well his job on a whole is satisfying 

his various needs. 

                                                                                                - Mr.Smith 

 Job satisfaction is defined as a pleasurable or positive state of mind resulting from appraisal 

of one’s job or job experiences. 

                                                                                                         -Locke 
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Variables on which Employee Satisfaction Depends: 

Through review of literature, we can classify the variables in mainly 2 broad categories namely:-  

          A) Organizational Variables                                            

           B) Personal Variables  

 

a) Organizational Variables:  

 The organization determinants of employee satisfaction play a very important role. The 

employees spend major part of their time in organization so there are number of organizational 

variables that determine employee satisfaction of the employees. The employee satisfaction in the 

organization can be increased by organizing and managing the organizational variables or 

organizational factors. Fallowing these 10 variables comes in this category:-  

1. Organization Development  

 Organizational development is an ongoing, systematic process to implement effective 

change in an organization. Its objectives to enable the organization adopting-better to the fast-

changing external environment of new markets, regulations, and technologies. It starts with a 

careful organization-wide analysis of the current situation and of the future requirements In other 

words we can say that Organization development is the process through which an organization 

develops the internal capacity to most efficiently and effectively provide its mission work and to 

sustain itself over the long term. This definition highlights the explicit connection between 

organizational development work and the achievement of organizational mission. Fallowing these 

points come under this category:  

• Brand of organization in business field and their comparison with leading competitors.  

• Potential development of the organization.  

 

2.Policies of Compensation and Benefit :  

 This is the most important variable for employee satisfaction. Compensation can be 

described as the amount of reward that a worker expects from the job. Employees should be 

satisfied with competitive salary packages and they should be satisfied with it when comparing 

http://www.businessdictionary.com/definition/objective.html
http://www.businessdictionary.com/definition/organization.html
http://www.businessdictionary.com/definition/external-environment.html
http://www.businessdictionary.com/definition/external-environment.html
http://www.businessdictionary.com/definition/market.html
http://www.businessdictionary.com/definition/market.html
http://www.businessdictionary.com/definition/regulation.html
http://www.businessdictionary.com/definition/technology.html
http://www.businessdictionary.com/definition/technology.html
http://www.businessdictionary.com/definition/analysis.html
http://www.businessdictionary.com/definition/requirements.html
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their pay packets with those of the outsiders who are working in he same industry. A feeling of 

satisfaction is felt by attaining fair and equitable rewards. Fallowing these points come under this 

category:  

• Wage and salary.  

• Reward and penalties.  

 

3.Promotion and Career Development:  

 Promotion can be reciprocated as a significant achievement in the life. It promises and 

delivers more pay, responsibility, authority, independence and status. So, the opportunity for 

promotion determines the degree of satisfaction to the employee. Fallowing these points come 

under this category:  

• Opportunity for promotion.  

• Equal opportunity to grow despite being male or female  

• Training program.  

• Opportunity for use skills and abilities.  

 

4. Job Satisfaction:  

 Job satisfaction is the favorableness or un-favorableness with which employees view their 

work. As with motivation, it is affected by the environment. Job satisfaction is impacted by job 

design. Jobs that are rich in positive behavioral elements- such as autonomy, task identity, task 

significance and feedback contribute to employee’s satisfaction. Fallowing these points come 

under this category:  

• Job design 

• Task identity 

• Recognition 

• Responsibility 

• Empowerment 
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5. Job Security   

Job security is an employee's assurance or confidence that they will keep their current job. 

Employees with a high level of job security have a low probability of losing their job in the near 

future. Certain professions or employment opportunities inherently have better job security than 

others; job security is also affected by a worker's performance, success of the business and the 

current economic environment. Fallowing these points come under this category:  

• Facility of transfer  

• Accessible / reasonable target  

• Leaves  

 

6. Working Environment & Condition: 

 Employees are highly motivated with good working conditions as they provide a feeling 

of safety, comfort and motivation. On contrary, poor working condition brings out a fear of bad 

health in employees. The more comfortable the working environment is more productive will be 

the employees. Fallowing these points come under this category:  

• Feeling safe and comfort in working environment. 

• Tools and equipment. 

• Working methods 

• Security guards and parking facility. 

• Well ventilated with good light fans and air- conditioning. 

• Neat and clean office place, rest area and washrooms. 

7.Relationship with Supervisor:  

 A good working relationship with your supervisor is essential since, at every stage, you 

need his or her professional input, constructive criticism, and general understanding. Fallowing 

these points come under this category:  

• Relationship with immediate supervisor. 

• Communication between employees and senior management. 

• Treatment to employee. 
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8. Work Group:  

 There is a natural desire of human beings to interact with others and so existence of group 

in organization is a common observable fact. This characteristics result in formation of work group 

at the work place. Isolated workers dislike their job. The work groups make use of a remarkable 

influence on the satisfaction of employees. Fallowing these points come under this category:  

• Relationship with the group members.  

• Group dynamics  

• Group cohesiveness   

• Need for affiliation.  

 

9. Leadership Styles:   

 The satisfaction level on the job can be determined by the leadership style. Employee 

satisfaction is greatly enhanced by democratic style of leadership. It is because democratic leaders 

promote friendship, respect and warmth relationship among the employees. On contrary, 

employees working under authoritarian and dictatorial leaders express low level of employee 

satisfaction. Fallowing these points come under this category:  

• Prefer democratic style of leadership  

• Friendship, respect and warmth relationship 

 

10. Other Factors:  

 There are some other important variables which affect the level of employee satisfaction 

in organization. Fallowing these points come under this category:  

• Group outgoing (feel like a part of family).  

• Encouragement and feedback. 

• Use of internet and other technology for doing job.  
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b) Personal Variables: 

 The personal determinants also help a lot in maintaining the motivation and personal 

factors of the employees to work effectively and efficiently. Employee satisfaction can be related 

to psychological factors and so numbers of personal variables determine the employee satisfaction 

of the employees. Fallowing these 5 variables comes in this category:-  

 

1. Personality:   

The personality of an individual can be determined by observing his individual psychological 

condition. The factors that determine the satisfaction of individual and his psychological 

conditions is perception, attitude and learning. Fallowing these points come under this category:   

• Competencies and personality of employee are suitable for job.  

• Perception, attitudes and learning of employee. 

 

2. Expectation:  

 The expectation level of employees affects their satisfaction level. If one receives more 

outcome than expected then he will be highly satisfied and vice-versa. Fallowing these points come 

under this category:  

• Expectation of employee from the job.  

 

1. Age:   

 Age can be described as noteworthy determinants of employee satisfaction. It is because 

younger age employees possessing higher energy levels are likely to be having more employee 

satisfaction than older age employees. Fallowing these points come under this category:  

• Young employees possessing high energy level so feeling more satisfied.   

• Old employees resist accepting new techniques.  
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4. Education:   

 Education plays a significant determinant of employee satisfaction as it provides an 

opportunity for developing one’s personality. Education develops and improvises individual 

wisdom and evaluation process. The highly educated employees can understand the situation and 

assess it positively as they possess persistence, rationality and thinking power.  

• Highly educated employees possess rationality and thinking power.  

• Education develops individual wisdom and evaluation process.  

 

5. Gender Differences:  

 The gender and race of the employees plays important determinants of employee 

satisfaction Women, the fairer sex, are more likely to be satisfied than their counterpart even if 

they are employed in same job.   
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1. Since how many years have you been working in kwality feeds? 
 

 

 

 
Interpretation: 

 From the above table it shows that, 34% of the respondents having more than 6 years 

experience.29% of the respondents having 4-6years experiences,20% of the respondents having 1-

3 years experience,17% of the respondents having less than 1 year experience. 
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1. Are you satisfied with your pay? 

  

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Interpretations: 

 From the above table shows that 33% of the respondents are neutral with their pay, 30% of 

the respondents are somewhat satisfied with their pay, 25% of the respondents are satisfied with 

their pay, 12% of the respondents are dissatisfied with their pay. 
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3. Are you satisfied with your job responsibilities? 

 

 

 

 

 

 

 

 

Interpretation : 

            From the above table it shows that 33% of the respondents are neutral with their job 

responsibilities, 29% of the respondents are somewhat satisfied with their job responsibilities, 25% 

of the respondents are satisfied with their job responsibilities, 13% of the respondents are 

dissatisfied with their job responsibilities. 

 

 

S. No Attributes percentage of Respondents  
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4. Are you satisfied with working conditions at  Kwality feeds? 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Interpretation: 

 From the above table it shows that 37% of  the respondents are neutral  with the working 

conditions, 30% of  the respondents are satisfied with the working conditions, 20% of  the 

respondents are highly satisfied with the working conditions, 13% of  the respondents are 

dissatisfied with the working conditions. 

S.No Attributes Percentage of  Respondents 

1 Highly satisfied 20% 

2 Satisfied 30%  
3 Neutral 37%  
4 Dissatisfied 13%  
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5.  Do you recommended this Kwality feeds as a good place to work ?  

 

S.No Attributes 
Percentage of 
Respondents 

 
1 Strongly agree 28% 
 
2 Agree 22% 
 
3 Neutral 33% 
 
4 Disagree 17% 

 Total 100% 

 

 

 

Interpretation: 

 From the above table it shows that33% of the respondents are neutral  that Kwality feeds 

is a good place to work,  28% of the respondents are strongly agreed that Kwality feeds is a good 

place to work, 22% of the respondents are agreed that Kwality feeds is a good place to work, 17% 

of the respondents are disagree  that Kwality feeds is a good place to work. 
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6. Does the kwality feeds provides any recognition for your hard work ? 

 

S.No. Attributes Percentage of Respondents 

1 Yes 53% 

2 No 20% 

3 Some extent 27% 

 Total 100% 

 

 

 
Interpretation: 

 From the above table shows that 53% of the respondents felt that there is a recognition for 

their hardwork, 27% of the respondents felt that there is some extent recognition for their 

hardwork, 20% of the respondents felt that there is no recognition for their hardwork. 
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7. Did you get any rewards for your performance in Kwality feeds? 

 

 

 

 

 

 

 

 

 
Interpretation: 

 From the above table shows that 45% of the respondents felt that there is a reward for their 

Performance, 32% of the respondents felt that there is some extent reward for their performance,23% of the 

respondents felt that there is no reward  for their performance. 
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2 No 23% 

3 Some extent 32% 
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8. Your   superiors gives value to your ideas in decision making ? 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
Interpretations: 

 From the above table shows that 38% of the respondents felt that their superiors gives values to 

their ideas in decision making,35% of the respondents felt that their superior gives  some extent values to 

their ideas in decision making, 27% of the respondents felt that their superiors doesn’t give values to their 

ideas in decision making. 
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9. In the Kwality feeds welfare measures like accommodation, transport…etc have been   

provided  ? 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Interpretations: 

 From the above table shows that 38% of the respondents neutral with the welfare measures,27% of 

the respondents satisfied with the welfare measures, 20% of the respondents highly satisfied with the 

welfare measures, 15% of the respondents dissatisfied with the welfare measures. 
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10. Are you empowered   and encouraged to solve problems on your own?  

 

 

 

 

 
 

 

 

 

 

 

 

 

 

 

Interpretation: 

 From the above table shows that 40% of the respondents felt that they are encouraged and 

empowered to solve problems by their own, 32% of the respondents felt that they have some extent 

encouragement  and empowered to solve problems by their own,28% of the respondents felt that 

they doesn’t have any encouragement  and empowered to solve problems by their own. 
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11. Do you get freedom to express your views in front of your superiors in 

the Kwality feeds? 

 

 

 

 

 

 
 

 
 

Interpretation: 

 From the above table shows that 40% of the respondents felt that some extent they can  

express their views in front of superiors, 33% of the respondents felt that they can express their 

views in front of superiors, 27% of the respondents felt that they cannot express their views in 

front of superiors. 
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12. Do you agree that the kwality feeds takes into consideration the 

suggestion made by the employees? 

 

 

 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Interpretation: 

 From the above table shows that32% of the respondents neutral that the kwality feeds takes 

into consideration employee suggestions, 27% of the respondents agree that the kwality feeds takes 

into consideration employee suggestions, 23% of the respondents strongly agree that the kwality 

feeds takes into consideration employee suggestions, 18% of the respondents disagree that the 

kwality feeds takes into consideration employee suggestions. 
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13.   Do you agree that the Kwality feeds clearly convey its mission to its 
employees ? 

 
 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Interpretation: 

 From the above table shows that33% of the respondents neutral that the kwality feeds 

clearly convey its mission, 30% of the respondents strongly agree that the kwality feeds clearly 

convey its mission, 23% of the respondents agree that the kwality feeds clearly convey its mission, 

14% of the respondents disagree that the kwality feeds clearly convey its mission. 
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14. Are you satisfied with the Non–monetary benefits provided by the Kwality 

Feeds?  

 
 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Interpretation: 

 From the above table shows that 33% of the respondent satisfied with the non-monetary 

benefits offered, 27% of the respondent neutral with the non-monetary benefits offered, 23% of 

the respondent somewhat satisfied with the non-monetary benefits offered, 17% of the respondent 

dissatisfied with the non-monetary benefits offered. 

 

 

S.No Attributes percentage of  Respondents 

1 Satisfied 33% 
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15. Does the Kwality feeds provides opportunity for developing skills & 

talents? 

 

 

 

 

 

 

 

 

 

 
 
 
 
 
 

 

 

 

 

 

 

Interpretation: 

 From the above table shows that 40% of the respondent satisfied that kwality feeds 

provides an opportunity for developing skills &talents, 23% of the respondent somewhat satisfied 

that kwality feeds provides an opportunity for developing skills &talents, 20% of the respondent 

neutral that kwality feeds provides an opportunity for developing skills &talents, 17% of the 

respondent dissatisfied that kwality feeds provides an opportunity for developing skills &talents. 
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1 Satisfied 40% 
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16. Is the flexibility of the work schedule fair enough? 

  
S.No. Attributes Percentage of Respondents 

1 Yes 32% 

2 No 28% 

3 Some Extent 40% 

 Total 100% 

 
 

 
 
 
 
Interpretation: 

 From the above table shows that 40% of the respondent felt that the some extent  schedule 

is fair, 32% of the respondent felt that the schedule is fair, 28% of the respondent felt that the 

schedule is not fair. 
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17. Your  overall satisfaction towards Kwality feeds? 
 

S.No Attributes Percentage of Respondents 
 

1 Yes 40% 

2 No 28% 

3 Some Extent 32% 

 Total 100% 

 
 
 
Interpretation: 

 From the above table shows that 40% of the respondent felt that the they are satisfied with 

kwality feeds,32% of the respondent felt that they are satisfied some extent  with kwality feeds, 

28% of the respondent felt that the they are not satisfied with kwality feeds. 
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Findings   
 
 

• Most of the employees feel that salary is not sufficient and salary offerings play a key role in 

employee job satisfaction.  

• Some of the employees don’t have greater involvement in decision making .  

• Majority of the employees agree that they get opportunity for developing their skills.  

• Employees in all departments are well planned while performing their activities.  

• However in the survey, I have found that some of the employees don’t have freedom to express 

their views.  
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SUGGESTIONS  
  
 

• Most of the employees preferred  friendly and  positive approach in kwality feeds.  

• Performance based rewards and recognition to improve motivation of employees.  

• Better communication may yield some more results.  

• To provide more carrier opportunities policy should be reconstructed.  

• Majority of the employees feel thatsalary provided to themhave   to be considered for hike.  
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CONCLUSION  

  

 Job satisfaction of employees in kwality feeds is of paramount importance to achieve the targeted 

goals on a sustainable basis.  

  It is experienced that job satisfaction is attributable to high self confidence of the individuals.  

 The proactive attitude together with physical and emotional resources which are brought by the 

employees to the work place decides the degree of job satisfaction amongst them. They are not only 

satisfied with their jobs but they also feel competent in work and life which are mutually reinforcing.  

 The research on the subject has put forth that building of employee competencies and self confidence 

through training, feedback, and recognition should be a permanent activity of the Kwality feeds. It is 

noticed that highjob satisfaction is closely related to the feeling of effectiveness of the job.  
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APPENDIX 



 

QUESTIONNAIRE (Job Satisfaction) 

Name:         Qualification: 

Gender:                                    Designation:    

Age: 

 

1) Since how many years have you been working in this kwality feeds?  

            a) Less than year                                   b) 1-3years 

            c) 4-6years                                            d) More than 6years 

 

2)  Are you satisfied with your pay?  

           a) Satisfied                                       b) Somewhat satisfied 

           c) Neutral                                             d) Dissatisfied 

 

3) Are you satisfied with your job responsibilities? 

        a) Satisfied                                    b) Somewhat satisfied 

         c) Neutral                                     d) Dissatisfied 

 

4) Are you satisfied with working conditions provided by kwality feeds? 

 a) Highly satisfied           b) Satisfied 

 c) Neither satisfied/nor satisfied d) Dissatisfied 

 

5) Do you recommend this kwality feeds as a good place to work? 

 a) Strongly agree            b) Agree  

 c) Neither agree /nor disagree      d) Disagree 

 

 

6) Does the Kwality feeds provides any recognition for your hard work? 

           a) yes                                     b) No.                    c) some extent 

 

 



 

7) Did you get any rewards for your performance in kwality feeds? 

          a) yes                                 b) No                     c)  some extent 

8) your superior gives value to your ideas in decision making? 

          a) yes                                 b) No                        c) some extent  

 

9) In the Kwality feeds welfare measures like accommodation, transport…etc have been 

provided? 

 a) Highly satisfied                     b) satisfied  

 c) Neither satisfied/ nor dissatisfied  d) dissatisfied 

 

10) Are you empowered and encouraged to solve problems on your own? 

   a) yes                                                b) no                 c) Some extent 

 

11) Do you get freedom to express your views in front of your superiors in the kwality feeds? 

 a) yes                                    b) No     c) Some extent 

 

12) Do you agree that the Kwality feeds takes into consideration the suggestion made by the 

employees?  

 a)  Strongly Agree                                               b) Agree  

 c) Neither agree /nor disagree                           d) Disagree 

 

13) Do you agree that the Kwality feeds clearly convey its mission to its employees?  

  a) Agree                                       b) Strongly agree  

  c) Neither agree /nor disagree   d) Disagree 

 

14) Are you satisfied with the non-monetary benefits provided by the kwality feeds? 

           a) Satisfied                                           b) Somewhat satisfied 

           c) Neutral                                            d) Dissatisfied 

 

 

 



 

15) Does the Kwality feeds provide opportunity for developing skills & talents? 

           a) Agree                            b) Strongly agree  

           c) Neither agree /nor disagree  d) Disagree 

 

16) Is the flexibility of the work schedule fair enough? 

           a) Yes                               b) No                   c) some extent 

 

17) Your overall satisfaction towards kwality feeds? 

     a) Highly satisfied.                                   b) Satisfied 

      c) Neutral                                                d) Dissatisfied 
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INTRODUCTION 
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Introduction 

Human Resource Management: 

According to Edwin Flippo defines HRM as planning, organizing, directing, Controlling of 

procurement, development, compensation, integration and maintenance and separation of 

human resources to the end that individual, organizational, social objectives are achieved.  

1.1Job Satisfaction: 

Job satisfaction is a positive emotional state that occurs when a person’s job seems to fulfill 

important job values, provide these values are compatible with one’s needs.  

The job satisfaction is one of the major interests to the field of organizational behavior and 

the practice of HRM. It reflects employee attitude towards their job and commitment to an 

organization satisfaction refers to one’s feelings or state of mind regarding their nature of 

work. It describes how content an individual is with his/her job.  

The job satisfaction can be defined as pleasurable or positive emotional state resulting from 

the appraisal of one’s job or job experience.  

The job satisfaction refers to the person’s feelings of job satisfaction on the job, which acts as 

a motivation to work. It is not a self satisfaction, happiness or self contentment but 

satisfaction on the job.  

Job satisfaction is not same as the motivation. it is linked to productivity, motivation, 

absenteeism, waste accidents, mental health, physical health and general life satisfaction. 

There are three important dimensions of the job satisfaction  

 Job satisfaction is an emotional response to a job situation.  

 Job satisfaction is determined by how well outcomes meet or exceed expectations.  

 Job satisfaction represents several related attitudes. 
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1.2 Need for the Study: 

Obviously job satisfaction plays a key role in organization success. Without employee 

satisfaction towards their jobs none of the employee will perform well and it is very difficult 

to reach the organizational goals and objectives. 

The south central railway is now looking for importance to know the problems and issues 

regarding their employees. and to increasing  the performance and skills of the employees in 

south central railway. 

. 
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1.3 Scope of the Study: 

The study covers various factors which influence on job satisfaction such as employee 

welfare, salary, rewards. 

The study helps to identify the areas of satisfaction and dissatisfaction. 

This study focused mainly on security level employees  job satisfaction. 
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1.4 Objectives of the Study: 

 To study the levels of job satisfaction of an employee at security level in south central 

railway.  

 To study the various factors which influencing employee satisfaction. 

 To collect the data on satisfactory levels of employees through questionnaire.. 

 To provide suggestions for improving employee’s satisfactory levels based on 

findings and analysis. 
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1.5 Research Methodology: 

Research methodology is the specific procedures or techniques used to identify, select, 

process, and analyze information about a topic.  

Methods of data collection: 

Data collection is a elaborate process in which the researcher will makes a planned search for 

all relevant data and is the foundation of all the researches. 

The task of data collection begins after a research problem has been defined and research 

plan is check out. while deciding the method of data collection is to be used for the study of 

researcher should keep in mind two types of data. They are: 

 Primary data 

 Secondary data 

Primary data: 

The data that is being collected for the first time or particularly fulfill the objective of the 

project is primary data.  Primary data is the refresh data. This has been collected from various 

sources. the sources adopted to get data is through questionnaire and through observation. 

Questionnaire is designed in such a way that every employee can understand .It consists of 20 

questions, which are sample and close and open end questions. 

Secondary data: 

Secondary data refers to data that is collected by someone other than the user. common 

sources of secondary data for social science includes censuses, information collected by 

government departments, organizational records and data that was originally  collected for 

other research purposes. 

For the present study, secondary data is collected from published reports, unpublished 

reports, annual reports, unpublished manuals and materials etc. 

A sample size of 103 is chosen using simple random sampling method. 
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1.6 Limitations of the Study: 

 This study is only limited to South Central Railway. 

 The time limit of the study is 45 days.  

 Some respondents hesitated to give the actual situation they feared that management 

would take any action against them.  

 Some of the employees are not cooperating to filling the questionnaire. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

 

 

 

 

 

 

CHAPTER 2 

INDUSTRY PROFILE 
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Indian Railways: 

Railways were first introduced to India in 1853. By 1947, the year of India’s independence, 

there were forty-two rail systems. In 1951 the systems were nationalized as one unit, 

becoming one of the largest networks in the world. IR operates both long distance and 

suburban rail systems on a multi-gauge network of broad, meter and narrow gauges. It also 

owns locomotive and coach production facilities. 

The introduction of Railways in our country has taken place at the juncture when the 

transportation system in our country was primitive with the introduction of Railways the 

transportation system and it changed a lot. It was in 16th April, 1953. When the first train was 

steamed of from Bombay to Thana.  A stretch of 34 Kms At present it is having a route 

length of 62.915 Kms. Indian Railways is not only the biggest public sector undertaking in 

the country but also the biggest utility concern. "Indian Railway" is largest in Asia and fourth 

in the world. 

Since its introduction the "Indian Railway" is still continuing to be the predominant in 

Transportation. In the initial stages the administrative control of Railways in India was in the 

hands of the public works departments. But in 1903, the Robertson committee recommended 

for separate board for the Railways. This Board come into begin in February 1905 with 

authority to manage the Railways of India on the basis of Commercial principles. 

The Board was initially in the hands of Ministry of Commerce and Industry but was late 

transferred to Ministry of Transport and communications. After Independence, the Railways 

are under the direct control of the Ministry of Railways assisted by the Railway Board in the 

matter of policy and decision making. For administrative convenience the Railways, Board re 

divided in 16 zones. Every zone is headed by a "General Manager" the zones the further 

divided in to different divisions and various departments for the better management. 

Vision: 

To be a leading organization in the field of development, redevelopment, operation and 

maintenance of railway stations with passenger amenities of international standards 
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Mission: 

To develop self-sustainable railway stations in the country with high standards of safety, 

comfort, user friendly passenger amenities, value added services and efficiency by adopting 

the best technological practices, sound financial strategy an optimum utilization of resources. 

The Indian Railways is the principal mode of transport in our country. In 150 years of its 

existences it has successfully adopted to the charging need of Transportation of goods and 

passengers in the country. Every year Indian Railway carries over 11 million passengers per 

day and lifted more than a million tones of freight traffic daily on network spread over 62,915 

route Kms covering 7,068 stations. 

The railways networks consists of Board gauge and Narrow gauges totaling a length of 

1,08,336 track Kms. Gauge wise breakup on 31st March, 2006 and zones and their respective 

head quarters, jurisdiction of Divisions are shown in table 1 and table 2. 

Table – 1 

Particulars of gauge wise length of Railways lines in India.     

In additional zonal railways cited above the following production units and projects are 

functioning directly under the control of Railway Board. 

Integral Coach Factory   - Chennai 

Chittaranjan Loco Motive Works  -      Chittaranjan 

Diesel Locomotive Works    - Varanasi 

Rail Wheel Factory    - Bangalore 

Railway Coach Factory    - Kapurthala 

Diesel Loco Modernization Works   - Patiala 
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Rolling stock companies of Steam Engines diesel and electric & Diesel hydraulic Engines 

stationed at various loco sheds. 

 In Southern Railways, we have following the Diesel Shed & Electric Sheds. 

 Erode Diesel Sheds, Golden Rock (Work Shop), Krishnarajpuram (Bangalore) 

 Electrical Shed  : Arakonam 

 South Central Railway : Kazipet, Guntakal, Moula-Ali 

 Electrical Shed  : Vijayawada, Lalaguda 

Manufacturing units for diesel locomotives at Varanasi (Diesel Locomotive Workshop) for 

Electrical (ChittaranjanB7 Locomotives Workshop) and ICF for coaches (Integral Coach 

Factory),  Kapurthala coaches manufacturing Railway Wheel factory at Bangalore. 

Railway Administration: 

The Ministry of Railway functions under the guidance of the minister of Railways, assisted 

by the Minister of State for Railways. The day-to-day affairs and formulation of policy are 

managed by the Railway Board comprising of a Chairman, five other function members and a 

financial commissioner. The chairman of the Railway Board is the ex-officio Principal 

Secretary and each of the other fine functional members are the ex-officio Secretaries to the 

Government of India. 

Indian Railways: 

 Nations Life Line: 

Indian Railways have continuously influence the social, economic, cultural and political life 

of the people.  Some of the important aspects of this influence are increased mobility of the 

common man, bringing together people from all castes, communities and religions, growth 

trade and commerce development of industries, equalizing price line, urbanization, 

employment generation, rural development, help in spread of education, contribution to 

national exchequer, influence on literature, poetry, music files etc., Thus, Railways have 

become Nation's life line. 
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The Biggest Organization: 

Indian Railways are the biggest organization our country with 14.12 lakes of employees, 

63,332 route kilometers  traversing from Okha to Murkong Selekand  Udhampur to 

Kanyakumari, 6,974 Railway stations, a fletch of 8,025 locomotives, 50,080 passenger and 

other coaches.  2, 07,176 goods wagons, carrying 5,725 million originating passenger traffic 

and 682.4 million metric tones of originating goods traffic. If has a total investment of 

1,12,180.41 crore rupees. 

Brief History: 

The first train in the world was run between Stockton and Darlington in England in 1825. In 

1844, R.M. Stephenson submitted a proposal to East India Company to start the Railway 

system in India and it was accepted. The first contract was given to East Indian Railway 

Company in 1849. Later, great Indian peninsular Railway Company and other companies 

were given similar contracts in different parts of India.  The first train ran on 16th April 1853 

from Porbunder to Thane followed by the second from Howrah to Hooghly on 15th August 

1854. 

The development in Railways in India has passed through various phases which are broadly 

as under: 

1. Guarantee system   - 1894 - 1869 

2. State construction   -    1869 – 1882 

3. Modified Guarantee      -     1882 – 1924 

4. Nationalization              -     1924 – 1948 

5. Integration and Regrouping         -       1948 – 1951 

6. Era of planning             -       1951 – onwards 

Railway Management: 

Initially, the Board of Directors in England had an agent in India for supervision and control 

over the companies. The Government appointed advisory engineers and auditors.  In 1855, 

Railways were placed under Public Works Department. A railway branch was organized 

under PWD in 1869 and a State Railway Directorate in 1874.  Ultimately, the Railway Board 

was organized in 1905. The separate Ministry of Railways was formed after independence. 
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Railway Board: 

Railway Board is the apex executive body which administers, directs ad supervised the 

functioning of the Railway system. The Board functions under the Minister for Railways and 

is headed by the Chairman, who is equivalent to Principal Secretary to Government of India. 

The other members are  

1) Financial Commissioner, 

2) Member Staff,  

3) Member Traffic, 

4) Member Mechanical,  

5) Member Engineering and 

6) Member Electrical.   

The Board has several directorates.  Major directorates are headed by an Advisor. Health 

Services and RPF directorates have Director Generals. They are assisted by Executive 

Directors, Directors, Joint Directors etc., 

A. Board's Attached and Subordinate Offices etc. 

(1) Research Design and Standards Organization on, Luck now 

Note: w.e.f.01.01.'03, RDSO has been declared to be a Zonal Railway with headquarters at 

Luck now. 

(2) Railway Liaison Officer with the Directorate General of Supplies and Disposals. 

Subordinate Offices: 

(1) Railway Recruitment Boards  at Ahmadabad, Ajmer, Allahabad, Bangalore, Bhopal, 

Bhubaneswar, Mumbai, Calcutta, Chandigarh, Guwahati, Gorakhpur, Jammu & Kashmir, 

Chennai, Malda, Muzaffarpur, Patna, Ranchi, Secunderabad and Thiruvanthapuram. 
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(2)Centralized Training Institutions: 

Railway Staff College, Vadodara, Indian Institute of Civil Engineering, Pune, Indian 

Railways Institute of Signal Engineering andTelecommunications, Secunderabad, Indian 

Railways Institute of Mechnical& Electrical Engineering, Jabalpur, Indian Railways Institute 

of Electrical Engineering, Nasik, Indian Railway Institute of Transport Management, Luck 

now. 

(3)Product units 

 Chittaranjan Locomotive Works, Chittaranjan, 

 Integral Coach Factory, Paramour, Chennai, 

 Diesel Locomotive Works, Varanasi, 

 Rail Wheel Plant, Bangalore 

 Diesel Component Works, Patia 

Railway Coach Factory, Kapurthala 

 Other Organizations: 

 Metro Railways at Calcutta, Mumbai and Chennai 

 Circular Railway Project, New Delhi 

 Central Organization for Modernization of Workshops, New Delhi, 

 Central Organization for Railway Electrification, Allahabad 

 CRIS, New Delhi, 

 Indian Railway Conference Association, New Delhi 

 Railway Transport Museum, New Delhi 

Commissions, Tribunals etc.,(Not under the Ministry) commissioner for Railway safety with 

offices at Lucknow, Calcutta ,Bangalore and Mumbai; Railway Rates Tribunal, Chennai, 

Railway claims Tribunals, Railway Audit Organisation and other Commissions etc., 

organizes from time to time. 

 

 Undertakings under the Ministry: 

 Rail India Technical and Economic Services Ltd., (RITES); 

 Indian Railway Construction Company Ltd.,(IRCON); 

 Indian Railway Financial Corporation; 

 Indian Container Corporation Ltd., 
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Centre for Railway Information Systems (CRIS); 

Indian Railway Catering and Tourism Corporation Ltd.,(IRCTC); 

Rail Tel Corporation of India, 

Rail Tel VikasNigam Ltd.,(RVNL); 

Pipavav Railway Corporation Ltd.,(PRCL); 

South Central Railways: 

It was created on 2 October 1966 as the ninth zone of Indian Railways.[1]The six divisions of 

this railway have a total 5,752 route kilometres of track. Current General Manager of S.C. 

Railway is Mr. G.N.ASTHANA, an officer of IRSME. From the days of steam-hauled 

locomotives and wooden plank seats, South Central Railway has come a long way, 

modernizing its system with the state of the art high-powered Diesel and Electric 

Locomotives, high speed telescopic Passenger Coaches, and higher axle load wagons, higher 

capacity track in all important routes, LED based multiple aspect colour light signalling with 

panel interlocking & solid state interlocking, and digital microwave and optic fibre cable 

communication system, ISDN exchanges etc. Over the years, South Central Railway has 

attained sufficient transportation output with adequate infrastructure development and 

technological upgrading to serve the regions in its jurisdiction. Safe operation of trains, 

expansion of network, modern passenger amenities, punctuality of trains, courteous service 

and cleanliness in stations and trains remain always the thrust areas of this Railway. Being a 

service oriented organization, South Central Railway provided Computerized Passenger 

Reservation System at 85 Stations/locations covering 96% of the berths available. In the 

arena of information dissemination to the rail customers, it has provided "139" Interactive 

Voice Response System (IVRS) for Reservation and train enquiry, National Train Enquiry 

System (NTES) for real-time information on movement of trains, Passenger Operated 

Enquiry Terminals (POET) with information on availability of accommodation and 

confirmation and Close Circuit Television (CCTV) for real time reservation availability 

status at all important stations in its system. 

For mass movement of freight, S.C. Railway has introduced high horse powered diese and 

electric locomotives and high speed, higher axle load Box-N-Wagons. 

In 2008 South Central Railways also had the privilege to be the first one to implement 

wireless MU Coupler system supplied by Ms Lotus Wireless Technologies, permitting 

Longer freight train delivering higher capacity. The system was first implemented in Diesel 
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Locomotive in 2008 followed by installation on Electric Locomotive in 2011 at Electric Loco 

Shed, Kazipet.  The Trains equipped with these systems are in use at Badrachalam region in 

the South Central Railways. South Central Railway plays a pivotal role as a catalyst for 

agricultural and industrial development in the Southern peninsula apart from fostering the 

growth of trade and commerce including import/export through ports by connecting sea ports 

with their hinder land and inland container depots. Its reliable and comfortable passenger 

services for long and short distance travel by introducing many super fast and intercity trains 

helps transform the society by catering to their personal, business, educational and tourism 

purposes. Jurisdictional adjustments were made in October 1977 by merging Guntakal 

Division of the Southern Railway with South Central Railway and transferring Sholapur 

Division back to Central Railway. Secunderabad Division was split in February 1978 into 

two Divisions Secunderabad and Hyderabad to facilitate effective operational and 

administrative control. On 1 April 2003, the newly formed Guntur division and Nanded 

Division of South Central Railway became operational and Hugli Division was transferred to 

the newly formed South Western Railway. Presently, the South Central Railway has six 

divisions, namely Secunderabad, Hyderabad, Vijayawada, Guntur, Guntakal and Nanded 

with 5752 Route km of which 1604 Rkm are electrified. Vijayawadais the second largest 

railway junction in India and the most important station of the Indian Railway. Vijayawada is 

heart of south central railways it is more important than Secunderabad earning more income 

than rest of the other. 

South Central Railway provided Computerized Passenger Reservation System at 

85Stations/locations covering 96% of the berths available. In the arena of information 

dissemination to the rail customers, it has provided Inter-active Voice Response System 

(IVRS) for Reservation and train enquiry, National Train Enquiry System (NTES) for real 

time information on movement of trains, Passenger Operated Enquiry Terminals (POET) 

with information on availability of accommodation and confirmation and Close Circuit 

Television (CCTV) for real time reservation availability status at all important stations in its 

system.  

Introduction of Vijayawada Division:  

Vijayawada Division is located on the Howrah – Chennai and New Delhi – Chennai trunk 

route.  It came into existence in the year 1956 as a part of Southern Railway. It was 

amalgamated in South Central Railway with effect from 2nd October, 1966.Some portion of it 

was carved out for creation of Guntur Division with effect from 1st April 2003.Vijayawada 
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Division forms a very vital Railway link on the Indian Railway System as ‘Gateway’ to the 

South. Presently this division runs through seven revenue districts viz., Visakhapatnam, East 

Godavari, West Godavari, Krishna, Guntur, Prakasam and Nellore renamed as Sri Potti 

Sriramulu Nellore Dist. The eastern half of the districts adjoining the coast of Bay of Bengal 

is fed by important perennial rivers like the Pennar (near Nellore), the Krishna 

(near Vijayawada) and the Godavari (near Rajahmundry). Vijayawada Railway station is one 

of the busiest Railway junctions in India. 

 

         VIJAYAWADA DIVISION S&T ORGANIZATIONAL STRUCTURE 

    

                                                                                                              

Some of the Recent key Achievements are: 

 First semi-high speed train, The Gateman Express between Delhi’s Hazrat 

Nizamuddin station and Agra Cantonment, was launched on April 5, 2016. This is the 

fastest train in India, running at up to 160 km/h to give a journey time of 1 hour 40 

min on the 188 km route. 

 Mumbai-Ahmadabad high speed rail project has been sanctioned at a total cost INR 

97,636 crore. 

 Biggest ‘Make in India’ initiative with JV agreements worth INR 40,000 crores 

signed between Ministry of Railways and M/S Alstom Manufacturing India for 

setting up an Electric locomotive factory at Madhepura, and with GE Global Sourcing 

India Pvt. Ltd for setting up a Diesel locomotive factory in Marhowra for rolling stock 

manufacturing (November 2015). 
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 2828 km of Broad Gauge lines commissioned in FY 2015-16 which is highest ever & 

1983 km of Broad Gauge lines in FY 2014-15 against an average of 1528 km during 

2009-14. 

 During 2014-16, 3105 RKM have been electrified, which is an average of 1552.5 

RKM/annum as against 1236 RKM/annum during 2009-14. 

 1,098 RKM Optical Fibre Cables (OFC) have been laid in FY15-16. The total OFC 

network commissioned by Indian Railways is 48,818 RKM OFC enabling high speed 

communication network over Indian Railways. 
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Introduction: 

South Central Railway was formed on 2nd October, 1966 as the 9th zone of the Indian 

Railways. In its forty plus years of committed service and path breaking progress, South 

Central Railway has grown to a modern system of mass transportation fulfilling the 

aspirations of the passengers/customers and carved a niche for itself in Indian Railways.  It is 

reliable and comfortable Passenger Services for long and short distance travel by way 

introducing many super fast and intercity trains helps transform the society by catering to 

their personal, business, educational and tourism purposes. 

Divisions of Southern Railway and Sholapur and Secunderabad Divisions of Central Railway 

were carved out and merged into a new Zone. Subsequently, Guntakal Division of Southern 

Railway was merged with South Central Railway on 02-10-1977 and Sholapur Division was 

remerged with Central Railway. Secunderabad Division was split into two Divisions viz. 

Secunderabad and Hyderabad on 17-02-1978. Following reorganization of zones and 

Divisions with effect from 01-04-2003, two new Divisions viz., Guntur and Nanded were 

operationalised duly transferring Hubli Division to newly formed South Western Railway. 

Jurisdiction: 

 The zone is spread over the states of  Telangana,  Maharashtra, Andhra 

Pradesh, Karnataka and parts of Madhya Pradesh. It has three divisions after the re-

organization of the zone:  

1. Hyderabad 

2. Secunderabad 

3. Nanded 

Presently S.C. Railway has 6 Divisions, viz, Secunderabad, Hyderabad, Vijayawada, 

Guntakal, Guntur and Nanded. South Central Railway predominantly serves the state of 

Andhra Pradesh and Maharashtra and to a limited extent, portions of Karnataka, Tamilnadu 

&amp; Madhya Pradesh states. 

Vijayawada  Division: 

The Vijayawada Junction is the busiest station of SOUTH CENTRAL RAILWAY. Since its 

inception, SC Railway laid 342.805 Rkm of new lines, converted 2676.19 Rkm from MG to 

BG and carried out a doubling of track on 1272.453 Rkm, constructed many major river 
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bridges including the engineering marvels Viz., II Godavari Bridge and III Godavari Bridges 

at Rajahmundry. 

 Towards customer satisfaction, it had established the Computerized Passenger Reservation 

Systems at 85 Stations/locations and offer reservations for any train from any station in the 

Country. For gaining efficiency in freight operations, SCR established Freight Operations 

Information System (FOIS) in its jurisdiction and has already introduced Rack Management 

Systems at 23 Stations and Terminal Management System at 31 stations. 

It’s Passenger and Freight performance has met with stupendous leaps forward. Thefreight 

loading which was only 9.00 million tons in the year of its inception, 1966, has seen a 

quantum jump and touched 44.79 Million tons in the financial year 2003-2004. Passenger 

transport too has met with tremendous growth touching 195.65 millions in the year 2003-

2004 as against 50 millions in the year of inception and the gross earning from Rs. 58.00 Cr. 

To 3683.00 Cr in the fiscal year 2003-2004. 

Ministry of Railways Schemes: 

Avataran: 

Avataran is an umbrella program consists of 7 missions 

 Mission 25 Tone – It aims to increase revenue by augmenting carrying capacity. 

 Mission Zero Accident – It comprises of two sub missions such as Elimination of 

unmanned level crossings on broad Gauge in the next 3-4 years and Equipping 100% 

of the High Density Network with Train Collision Avoidance System (TCAS). 

 Mission PACE (Procurement and Consumption Efficiency) – It aims to 

 improve procurement and consumption practices to improve the quality of  goods and 

services. 

 Mission Raftaar – It targets doubling of average speeds of freights trains  and 

increasing the average speed of superfast mail/express trains by 25 kmph in the next 5 

years. It will complement Mission 25 Tonne to increase throughput of the railway 

system. 

 Mission Hundred – Under this mission, at least a hundred sidings will be 

commissioned in the next 2 years. Siding refers to low-speed track section / track 

branch distinct from a running line. 
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 Mission beyond book-keeping – It will establish an accounting system where 

outcomes can be tracked to 

 Mission Capacity Utilisation – It proposes to prepare a blueprint for making full use 

of the huge new capacity that will be created through two Dedicated Freight Corridors 

between Delhi-Mumbai and Delhi- Kolkata scheduled to be commissioned by 2019. 

 

VIKALP: 

The Alternate Train Accommodation Scheme (VIKALP) scheme aims to facilitate waitlisted 

passengers to get an alternative train accommodation within 12 hours of the original train. 

 The waitlisted passengers will get confirmed accommodation in next 

 Alternative train if they opt for it while booking. 

 No extra charges will be paid by the passenger to avail this scheme. 

 

Clone Train Services: 

 The proposed service will run‘on high-demand routes within an hour of a scheduled 

train‘s departure to accommodate those on its waiting list. 

 The idea is to ensure that they reach their destination around the same time they had 

originally envisaged 

Infrastructure 

 Workshops 

 Sheds 

 Depots 

 Training Institutes 

 Healthcare 

Projects 

 Electric loco shed, Guntakal  

 Midlife Coach factory, Kurnool  

 Periodic Wagon overhauling workshop, Kazipet  

 Bogie Components Manufacturing unit, Thottambedu 
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Railway Protection Force: 

The Railway Protection Force has emerged from a turmoil of systems; there being as many 

forms of its existence and as many modes of functioning as there were railway Companies in 

British India for imparting the set-up a uniformity of working, the RPF Rules were enacted in 

1959 and RPF Regulations published in 1966. In the same year, some limited powers to 

apprehend and prosecute offenders involved in railway property were conferred on the Force 

by enacting the railway Property (Unlawful Possession) Act, 1966. Primarily RPF has been 

entrusted with responsibility of the safety of Railway property. But, while the provisions of 

RPF Act were soon found wanting for the maintenance of an effective and disciplined Force, 

the RPF Rules and Regulations too were found judicially unsound. The RPF Act, 1957 was 

accordingly modified by Parliament vide Act No.60 of 1985 on 20 September 1985 for the 

constitution and maintenance of the Force as an armed force of the Union. 

The Committee recommended that since policing on the railways is the constitutional 

responsibility of the State Governments, certain matters relating to the security of railway 

passengers could be segregated from the policing functions and be given to the Railway 

Protection Force. The Committee also recommended that the Railway Protection Force may 

be given the following additional duties relating to security of passengers: 

The Railway Ministry accepted the above recommendations of the Committee. Accordingly, 

RPF by an amendment of the Railways Act/RPF Act has been empowered to deal with the 

offences, which directly relate to the functioning of the Railways, as the Police, being 

preoccupied with the law and order duties, have little time for these minor offences. It was 

against this backdrop that the RPF Act and The Railways Act have been amended.  

1. Escorting of passenger trains in vulnerable areas. 

2. Providing access control, regulation and general security on the platforms, in 

passenger areas and circulating areas. 

3. Further, it was felt that for effectively dealing with the cases under the Railways Act, 

the Railway Protection Force should be empowered to enquire and to launch 

prosecution against the persons committing offences under the Railways Act and 

accordingly the Railway Act has been amended to empower RPF to investigate and 

prosecute in offences covered under the Act. 
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4. Railway Protection Force will be legally enabled to provide protection and safeguard 

to the passenger and his luggage, which will ensure better Passenger Facilitation. 

5. Access control to stations can be regulated in a more effective way and general 

security on the platforms in passenger area and circulation area will get reinforced 

6. Empowerment under The Railways Act will ensure more smooth train operations 

since many sections of The Railways Act aim at hassle-free train operations. 

7. Entrusting of new responsibilities to RPF would mean optimum utilization of human 

resources. 

8. Railway Protection Force will be able to take steps for prevention of any cognizable 

offence against the passengers and will also be legally empowered to apprehend any 

person who is involved in such offences. 

With the introduction of amendment in RPF and Railways Act, RPF has been vested with the 

powers to investigate in Railways Act cases. RPF has accepted the challenge and 1286 

important passenger trains have been provided with RPF escorts over Indian Railways 

Particulars of Organization, Function and Duties: 

Railway Protection Force is constituted and maintained by the Central Government as an 

Armed Force of the Union for the better protection and security of Railway property. This 

Force is constituted as per Section - 3 of RPF Act, 1957 (Amended 1985 & 2003). 

Organizational set up of Zonal Railway: 

1. For the purposes of the act, a unit of the force shall be distributed over each zonal 

railway including railway establishments and other railway areas served by that zonal 

railway.  

2. The head of the Security Department in each zonal railway shall be a Chief Security 

Commissioner and the entire unit of the Force posted on that Railway (including 

railway establishments located on that railway) shall be under his command, 

supervision and administration.  

3. A Chief Security Commissioner shall be assisted at his headquarters (hereinafter 

referred to as the Security Commissioner) by such number of Superior officers and 

enrolled members of the Force as may be appointed from time to time to look after the 

work of administration including personnel matters, crime and special intelligence, 

fire, prosecution, stores, reserve companies, training and claims prevention. 



 

Zonal 

The he

Commi

establis

adminis

1. 

2. 

 

Organ

1. 1 T

esta

2. Eac

Com

enro

3. For 

char

4. A d

orga

5. Eac

Insp

be d

6. A s

atta

Organiza

ead of the 

issioner and

shments loc

stration.  

A Chief S

referred to 

enrolled me

work of ad

fire, prosec

A Chief S

referred to 

enrolled me

work of ad

fire, prosec

time for fire

nizational

The Force o

ablishments

ch division 

mmissioner,

olled memb

operationa

rge of a sup

division or s

anized in th

ch Post or a 

pector who 

determined 

static post o

ched to it,

ational se

Security D

d the entire

cated on th

ecurity Co

as the Sec

embers of th

dministratio

cution, store

ecurity Co

as the Sec

embers of th

dministratio

cution, store

e fighting a

l set up in

on each zon

.

or railway

, who shall

bers of the F

al purposes,

perior office

sub-division

he manner sp

company s

may be ass

from time t

or a mobil

, each head

et up of R

Department 

e unit of th

hat railway

mmissioner

urity Comm

he Force as 

on including

es, reserve c

mmissioner

urity Comm

he Force as 

on including

es, reserve 

and fire prev

n the Divis

nal railway 

 

y establish

l be assiste

Force as may

 a division 

er.  

n shall consi

pecified in s

shall be und

sisted by suc

to time by th

e company

ded by an 

22 

ailways: 

in each z

he Force po

y) shall be

r shall be 

missioner) b

may be app

g personnel

companies, t

r shall be 

missioner) b

may be app

g personnel

companies

vention 

sion 

shall be fu

hment shall

ed by such

y be appoin

may be di

ist of one o

sub-rules (2

der the char

ch number 

he Chief Se

y may have

officer no

onal railwa

osted on tha

e under his

assisted at 

by such num

pointed from

l matters, c

training and

assisted at 

by such num

pointed from

l matters, c

s, training a

urther distri

 be heade

h number o

nted from tim

ivided in to

r more stati

2) and (3) or

rge of an of

of enrolled 

ecurity Com

e one or m

ot below th

ay shall be

at Railway 

s command

his headqu

mber of Su

m time to tim

crime and s

d claims pre

his headqu

mber of Su

m time to tim

crime and s

and claims 

ibuted over

d BY A d

of other sup

me to time. 

o sub-divisio

ic posts and

r rule 17 

fficer not be

members o

mmissioner.  

more out-po

he rank of 

e a Chief 

(including 

d, supervis

uarters (her

uperior offic

me to look 

special intel

evention 

uarters (her

uperior offic

me to look 

special intel

prevention 

r division’s 

divisional 

perior offic

 

ons each un

d mobile com

elow the ran

of the Force

sts or detac

sub-Inspec

Security 

railway 

ion and 

reinafter 

cers and 

after the 

lligence, 

reinafter 

cers and 

after the 

lligence, 

time to 

railway 

Security 

cers and 

nder the 

mpanies 

nk of an 

e as may 

chments 

ctor and 



23 
 

comprising of such number of other enrolled members of the Force as may be determined 

by the Chief Security Commissioner. 

7. A fire station shall be headed neither by an officer nor below the rank of a sub inspector 

and consists of such number of other enrolled numbers of the force as may be appointed 

from time to time for fire fighting and fire prevention. 

 

Branches of the Force on a Zonal Railway:  

1. Force deployed on each zonal railway shall consists of the following three branches, 

namely:-  

a) Executive Brach 

b) Prosecution Branch, and  

c) Fire service branch  

2. These branches shall consists of such number of superior officers and other enrolled 

members of the Force as may be determined by the Chief Security Commissioner with the 

approval of the Director-General.  

3. The enrolled members in the respective branches of the Force, who are under the 

administrative control of the Chief Security Commissioner shall from a separate cadre in 

each such branch for the purposes of fixation of seniority.  

4. No enrolled member of the Force shall be eligible for transfer from one branch to another 

except for filling up of vacancies of and below the rank of Assistant Sub-Inspector in the 

Prosecution branch. 
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Definitions of Job Satisfaction  

Bullock (1952) defines job satisfaction as an attitude, which results from balancing and 

summation of many specific likes and dislikes experienced in connection with the job.  

Smith (1955) define to job satisfaction as the employee’s judgment of how well his job on 

whole is satisfying his various needs.  

According to vroom “job satisfaction is the reaction of the workers against the role they play 

in their work “. 

“job satisfaction as a general attitude of the workers constituted by their approach towards the 

wages, working conditions, control, promotion related with job, social relations in the work, 

recognition of talent and some similar variables personal characteristics, and group relations 

apart from the work life”.  

                                                                                                                    Blum&Naylor 

 “job satisfaction is the total of the sentiments related with the job conducted. If the worker 

perceives that his/her values are realized within the job, she/he improvises a positive attitude 

towards his/her job and acquires job satisfaction    

                                                                                                                    Mc comic&Tiffin 

From the definitions, we can define the job satisfaction as sum of all negative and positive 

aspects related to the individual’s salary his/her physical and emotional working conditions, 

the authority he/she has the autonomous usage of this authority, the level of success, the 

social state maintained in relation with his/her job.  

Importance of Job Satisfaction  

The job satisfaction is the condition of establishing an healthy organizational environment in 

an organization, individuals want to maintain statue. , high ranks and authority by giving their 

capabilities such as knowledge, ability education, health etc. the individuals who can’t meet 

their expectations, with regard to their jobs become dissatisfied. Thus this dissatisfaction 

affects the organization for which he/she works.  
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Job satisfaction is very important for person’s motivation and contribution to production. Job 

satisfaction may diminish irregular attendance at work, replacement workers with in a cycle 

or even the rate of accidents. 

Job satisfaction is an employee’s thoughts and emotions towards their job and how they 

evaluate their job. This can be judgment of their overall, or of specific judgment such as pay, 

promotions, work tasks, co-workers and supervisors. it is important for organizations to care 

about their employees job satisfaction. It will promote employees organizational 

commitment. When they feel that they are satisfied with their jobs. 

Importance of Employee Satisfaction for the Organization: 

 Enhance employee retention. 

 Increase productivity. 

 Reduce turnover, recruiting and training costs. 

 More energetic employees. 

 Improve team work. 

Importance of Employee Satisfaction for Employee: 

 Employee will believe that the organization will be satisfying in the long run. 

 They will care about the quality of their work. 

 They are more committed to the organization. 

 Their work is more productive. 

Dimensions of Job Satisfaction  

There are six dimensions that are representing the most important characteristics of a job 

about which people have effective responses.  

 The Work Itself  

The content of the work itself is a major source of satisfaction. This means the extent to 

which the job provides the individual with interesting tasks, opportunities for learning, and 

the chance to accept responsibility. Some of the most important ingredients of job satisfaction 

include interesting and challenging work and a job that provides status. 
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 Compensation   

Wages and salaries are significant, but a complex and multi dimensional factor in a job 

satisfaction. Money not only helps people attain their basic needs, but also is instrumental in 

providing upper level need satisfaction. employees often consider salary as a reflection of 

how management views their contribution to the organization. Fringe benefits are also 

important. but they are not as a influential.  

 

 Career growth  

Promotional opportunities seem to have a varying effect on job satisfaction. This is because 

promotions take different forms and include a variety of rewards. For example individuals 

who are promoted on the basis of seniority often experience job satisfaction but not as much 

as those who are promoted based on their performance.  

 Supervision 

Supervision is another moderately important source of job satisfaction there are two 

dimensions of supervisory style that effect on job satisfaction. one is employee centeredness, 

which is measured by the degree of which a supervisor takes personal interest in the welfare 

of employees. The other dimension is participation are influence, illustrated by managers who 

allow their people to participate in decisions that affect their own jobs. This approach leads to 

higher job satisfaction. It is proved that a participative environment  

 Co-workers  

Friendly co-operative co-workers are a modest source of job satisfaction the work group 

serves as a source of support, comfort, advice, and assistance to the individual. a group work 

makes the job more enjoyable. 

             If this factor is not considered with care, then if may have reverse effects meaning 

there by that the people are difficult to get along with. This will have a negative effect on job 

satisfaction. 

 Work Environment  

Work environment and working conditions are factors that have a modest effect on job 

satisfaction.  If working conditions are good clean, attractive surroundings, employee it easier 

to carry out their job. 

 



27 
 

Theories of Job Satisfaction  

There are some theories to describe the job satisfaction  

 Fulfillment Theory 

This theory measures satisfaction in terms of rewarded. A person receives or the extent to 

which his needs are satisfied. Further they thought there is a direct relationship between job 

satisfaction and the actual satisfaction of the expected needs. The main difficult what he feels 

he should receive at their would be considerable difference in this approach is that job 

satisfaction as a observed by billing not only a function of what a person receives but also 

what he feels he should receive at their would considerable difference in the accruals and 

expectations of persons. Thus job satisfaction cannot be record as merely a function of how 

much a person receives from his job.  

 Discrepancy Theory 

The proponents of  this theory argues that satisfaction is the function of what a person 

actually receives from his job situation and he thinks he should receive are what expect to 

receive. When the actual satisfaction is derived less than expected satisfaction, it results 

dissatisfaction.  Job satisfaction and dissatisfactions are functions of the perceived 

relationship between what one wants from ones job &what one perceives it is offering. 

 Equity Theory 

The proponents of this theory are of the viewed that persons satisfaction is determined by this 

perceived equity with in turn is determined by his input output balance compared to his 

comparison of others input output balance. input output balance is the perceived rate of what 

a person receives from his job relative to what he contributes to the job. This theory is of the 

view that both under the over rewards lead to dissatisfaction, while the under reward causes 

feeling of unfair treatment over reward leads to feeling guilt and discomfort. 

 Two Factor Theory 

This theory was developed by Herzberg, Mnusener, Peterson and Corpwell who identified 

certain factors as satisfies and dissatisfies. Factor such as achievement, recognition, 

responsibility etc. are satisfies the presence of which causes satisfaction by their absence 

however does not result in job satisfaction. 
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Factors Influencing on Job Satisfaction 

Job Satisfaction as a by dimensional concept consisting of motivational factors, personal 

factors, intrinsic and extrinsic dimensions.  intrinsic sources of satisfaction depend on the 

individual characteristics of the person sch as the ability to use initiative relations with 

superiors or the work that the person actually performs. extrinsic sources of satisfaction are 

situational and depend on the environment such as pay, promotion or job security. both 

extrinsic and intrinsic job facts should be represented as equally as possible in a composite 

measure of overall job satisfaction. 

A. Personal Factors 

These sources are include employees age, sex, education ,marital status and their personal 

characteristics, family background, socio economic background etc. 

 Age 

The relationship between age and job satisfaction could be complex, generally one would 

expect that as the person would grow order he would get greater satisfaction with his job 

particularly because of the experience and therefore the case with which he would be able to 

perform it. 

 Educational Level 

There is a negative relationship between the educational level and job satisfaction. the higher 

the education and higher reference group which the individual looks  to for guidance to 

evaluate his/her job rewards. 

 Gender 

There is as yet no consistence evidence as to whether women more satisfied with their jobs 

than men, holding such factors as job and occupational level constant, one might predict this 

to be case, considering the generally lower occupational aspirations of women. 

 Marital Status 

There is a relationship between marital status and job satisfaction generally one would 

assume that with increasing responsibilities placed on an individual because of marriage he 

would value his job little more than an unmarried employee. 
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B. Motivational  Factors 

Motivation of employee is the most important aspect of managing an enterprise. the success 

or failure of an enterprise mostly depends mostly on how best the employees are working are 

the involved and motivated. Among the four essential and factor of production namely men, 

machine, material and money. The most important is men. Motivation of employee can be 

sub divide in to two groups 

1) Extrinsic factors 

2) Intrinsic factors 

1. Extrinsic Factors 

Extrinsic factors are monetary related factors an employee will have positive feeling. 

Extrinsic source of satisfaction are situational and depends on environment such as pay, 

promotion, job security. 

 Salary 

Wages and salaries are the multidimensional and complex factors in job satisfaction. Higher 

salary would lead to higher job satisfaction. And lower salary should lead to lower job 

satisfaction. So many studies have found that job satisfaction increased with increased in 

wages and salaries. 

 Job Expectation 

When an employee joins in an organization he expects something from job. job satisfaction 

of an employee can be based on the fact to what effect his job meets his expectations. 

Employee expectations may include about working conditions, work, colleagues, supervision 

etc. 

 Comparison of Outputs 

Persons tend to compare his outcomes with the other persons outcomes. the outcomes 

consists of primarily of rewards such as pay, status, promotion and intrinsic interest in the 

job. Comparison is mainly with ratio of the inputs or he puts in and ratio is equal he will be 

satisfied otherwise the person in an effort to restore equity may after the inputs or outcomes, 

cognitively distort the inputs or outcomes, leave the field, act on the other , or change the 

other. 
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 Job Security 

         Security is a lower order need which an employee have job security has its effect on                     

the employee morale. An insecure person morale will be low and it have an effect on the        

employee morale. Secure persons will work effectively and have job satisfaction. 

 Performance Appraisal  

As the performance appraisal linked to promotions, rewards, feedback it has its effect on the 

employee satisfaction. If the appraisal is not proper employee will be dissatisfied. 

2. Intrinsic Factors 

Intrinsic factors keep the employees motivated and make them satisfied from work. the 

intrinsic factors are 

 Recognition and Praise 

Human beings are self centred and long for praise. They want to be recognized and praised 

for their work. They expect their superiors to recognize their efforts and praised rewarded. 

This will increase their satisfaction and make them more active. 

 Autonomy or Freedom 

Employees desire certain amount of freedom to work. The autonomy to tale decisions and 

influences others. If this freedom is absent and it will have its effect on the job satisfaction. 

 Participative Management 

Participative management has appositive impaction the employee. openness of the higher ups 

towards the employee ideas will keep the employee morale high and keep him satisfied from 

the job. 

 

How to Improve Employee Satisfaction? 

Employee attitudes typically reflect the moral of the company. In areas of customer service 

and sales, happy employees are extremely important because they represent the company to 

the public. Satisfaction, however, is not linked solely to compensation. Sure, a raise or 

benefits will probably improve employee contentment, at least temporarily, but small, 

inexpensive changes can have a long-term impact. Zappos.com CEO Tony Hsieh's book 

Delivering Happiness suggests that employers should follow the science of happiness.  
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The book stresses the importance of happy employees. Since the publication of this New 

York Times Best Seller, Hsieh has expanded his message from to a bus tour to an  entire 

movement.   

On her happiness project blog, Gretchen Rubin, author of The Happiness Project, identifies 

seven areas to improve happiness in the workplace. While employees can’t weak their habits 

to improve happiness, employers can also make small changes to the seven categories. A 

little bit of effort can lead to happy, efficient, and loyal employees.  

 13 Steps or things which we can do to increase employee satisfaction and loyalty thereby 

increasing our business revenue and profit are as follows:  

1. Clear, Concise and Consistent Communication:   

In many organizations, employee doesn’t know what is mission, vision, objects. Building a 

corporate culture that requires employees to be an integral part of the organization can be an 

effective way of getting the most from the talents or competencies brought to the organization 

by each employee. We should keep employees informed on the company’s position, progress 

made, issues/challenges, and how they directly contribute to the success of the business.  

2. Getting to Know Your Employees and Create a Team:   

It can be done by the hiring right employee for right job and clearly defined and 

communicated employee expectations. Every organization should spend time to instill trust 

and accountability, lying out clear expectation and securing their commitment to the business 

and build a culture around working together to meet challenges, create new advantage, and 

propel the business to greater success.  

3. Training and Other Improvement Programs:   

Provide necessary education, training and coaching that increases employees skills and shows 

the employee that you are interested in their success and readiness for new responsibility.  

 

4. Empower Employees Across the Company:  

Step up appropriate levels of new responsibility across the company. Push appropriate 

decision- making and allow people closest to the issue to make the call. Make sure your 

employee knows that you trust them to do their job to the best of their ability.  
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5. Work Itself:   

We can increase employee satisfaction by making job rotation, job enlargement like 

knowledge enlargement and task enlargement as well as job enrichment. Target should be   

accessible for employee. 

6. Fair Compensation and Benefits: 

Policies of compensation and benefits are most important part of organization. But you 

should build your policies at “suitability” not “the best”.  

7. Opportunity for Promotion and Career Development:  

Develop programs to promote all titles in the organization and build programs for career 

development of each title. Organization should give opportunity to every employee for using 

their abilities, skills and creativeness.   

8. Monitor Performance and Reward for Contribution:  

People naturally keep score. Use this to as advantage by monitoring positive contribution and 

behavior, rewarding as appropriate. Motivate others to reach new performance levels by 

knowing how they measure up to expectation. We should build the proper evaluation and fair 

and encourage employees perform work.  

9. Provide Regular, Honest Feedback: 

Don’t wait for a crisis situation to give feedback. Instead, give regular constructive input into 

the employee’s performance across a wide variety of issues, build loyalty, challenge to new 

levels of performance and keep it real.  

10. Build Corporate Culture:  

We should focus on making proper communication channel, good and supportive relationship 

with co-workers and with supervisor. Employee satisfaction can be increased by 

demonstrating respect for everyone in the organization or company.  
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1. How many years you have been working with south central railway? 
 

Table: 5.1 

S.no Options No. of Respondents Percentage(%) 
1 0 - 5 years 25 24% 
2 5 - 10 years 30 30% 
3 10 -15 years 25 24% 
4 More than 15 years 23 22% 
 Total 103 100% 

 

Graph: 5.1 

 

 

 

Interpretation  

From the above graph it shows that 24% of the respondents having 0-5 years experience,30% 

of the respondents have 5-10 years experience,22% of the respondents have 10-15 years 

experience,22% of the respondents have more than 15 years experience. 
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2.  You are clear about your roles and responsibilities? 
 
 

Table: 5.2 

S.no options No.of 
Respondents Percentage(%) 

1 Strongly Agree 93 90% 

2 Agree 07 7% 
3 Neutral 03 3% 
4 Disagree 0 0% 
5 Strongly disagree 0 0% 
 Total 103 100% 

 

Graph: 5.2 

 

 

Interpretation 

From the above graph it shows that 93% of the respondents Strongly Agree with the clear 

about their roles and responsibilities, 7%of the respondents agree with their clear about their 

role and responsibilities,3% of the respondents neutral with clear about  their roles and 

responsibilities. 
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3. You are good relations with your supervisor. 
 
Table: 5.3 

S. no options No. of respondents Percentage(%) 
1 Strongly Agree 42 41% 
2 Agree 40 39% 
3 Neutral 10 10% 
4 Disagree 8 8% 
5 Strongly Disagree 3 2% 
 Total 103 100% 

 

Graph:5.3 

 

 

Interpretation 

From the above graph shows that 41% of the respondents strongly agree with the good 

relations with their supervisor, 39% of the respondents agree with the good relations with 

their supervisor, 10%of the respondents neutral with the good relations with their 

supervisor,8%of the respondents disagree with the good relationship with their supervisor,2% 

of the respondents strongly disagree with the good relationship with their supervisor. 
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4. You have an authority to perform your duties effectively. 
 
Table: 5.4 

S.no 
 Options No. of respondents Percentage(%) 

1 Strongly Agree 30 29% 
2 Agree 40 39% 
3 Neutral 20 19% 
4 Disagree 8 8% 
5 Strongly Disagree 5 5% 
 Total 103 100% 

 

Graph: 5.4  

 

 

Interpretation 
 
From the above graph shows that 29% of the respondents strongly agree with the authority to 

perform their duties effectively, 39% of the respondents agree with the authority to perform 

their duties effectively, 19% of the respondents neutral with the authority to perform their 

duties effectively, 8% of the respondents disagree with the authority to perform their duties 

effectively, 5%of the respondents strongly disagree with the authority to perform their duties 

effectively. 
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5. You are satisfied with physical working conditions provided by SCR. 
 
Table: 5.5 

S. no 
 Options No. of Respondents Percentage(%) 

1 Strongly Agree 35 34% 
2 Agree 25 24% 
3 Neutral 20 19% 
4 Disagree 15 15% 
5 Strongly Disagree 8 8% 
 Total 103 100% 

 

Graph: 5.5 

 

Interpretation 

From the above graph shows that the 34% of the respondents strongly Agree with physical 

working conditions,24% of the respondents agree with the physical working conditions,19% 

of the respondents neutral with the physical working conditions,15% of the respondents 

disagree with the physical working conditions and 8% of the respondents strongly disagree 

with the physical working conditions. 
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6. You are satisfied with the welfare measures provided by the South Central Railway. 
 
Table: 5.6 

S.no 
 Options No. of Respondents Percentage(%) 

1 Strongly Agree 25 24% 
2 Agree 40 39% 
3 Neutral 20 19% 
4 Disagree 10 10% 
5 Strongly Disagree 8 8% 
 Total 103 100% 

 

Graph: 5.6 

 

Interpretation 

From the above graph shows that 24% of the respondents strongly agree with the welfare 

measures, 39% of the respondents agree with the welfare measures, 19% of the respondents 

neutral with the welfare measures,  10% of the respondents neutral with the welfare measures 

and 8% of the respondents strongly disagree with the welfare measures. 
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7. You are maintaining strong relations with your co-workers. 
 
Table: 5.7 

S. no 
 Options No. of Respondents Percentage(%) 

1 Strongly Agree 46 45% 
2 Agree 20 19% 
3 Neutral 24 23% 
4 Disagree 8 8% 
5 Strongly Disagree 5 5% 
 Total 103 100% 

 

Graph: 5.7 

 

 

 

 

 

 

 

  

 

 

Interpretation 

From the above graph shows that 45% of the respondents strongly agree with the strong 

relationship with their co-workers, 19% of the respondents agree with the strong relationship 

with their co-workers, 23% of the respondents neutral with the strong relationship with their 

co-workers, 8%of the respondents strongly disagree with the strong relationship with their 

co-workers. 
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8. Additional responsibilities are assigned by your superior. 
 

Table: 5.8 

S. no 
 Options No. of Respondents Percentage(%) 

1 Strongly Agree 35 34% 
2 Agree 30 29% 
3 Neutral 20 19% 
4 Disagree 8 8% 
5 Strongly Disagree 10 10% 
 Total 103 100% 

 

Graph: 5.8 

 

Interpretation 

From the above graph shows that 34% Of the respondents strongly agree with the Additional 

responsibilities assigned by the Superior, 29% of the respondents agree with the additional 

responsibilities assigned by the superior, 19% of respondents neutral with the additional 

responsibilities assigned by the superior, 8% of the respondents disagree with the additional 

responsibilities assigned by the superior and 10% of the respondents strongly disagree with 

the additional responsibilities assigned by the superior. 
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9. There is a reward and recognition policy in your organization. 
 

Table: 5.9 

S. no 
 Options No .of Respondents Percentage(%) 

1 Strongly Agree 30 29% 
2 Agree 39 38% 
3 Neutral 8 8% 

4 Disagree 11 11% 

5 Strongly Disagree 15 14% 
 Total 103 100% 

 

Graph: 5.9 

 

Interpretation 

From the above graph shows that 29% of the respondents strongly agree with the reward and 

recognition policy,38% of the respondents agree with the reward and recognition policy, 8% 

of the respondents neutral with the reward and recognition policy,11% of the respondents 

disagree with the reward and recognition policy and 14% of the respondents strongly disagree 

with the reward and recognition policy. 
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10.  Rewards and recognition received by employees based on their efforts only. 
 

Table: 5.10 

S. no 
 Options No. of Respondents Percentage(%) 

1 Strongly Agree 54 53% 
2 Agree 30 29% 
3 Neutral 11 11% 
4 Disagree 05 5% 
5 Strongly Disagree 05 5% 
 Total 103 100% 

 

Graph: 5.10 

 

Interpretation 

From the above graph shows that 53% of the respondents strongly agree with the reward and 

recognition received based on their efforts, 29% of the respondents agree with the reward and 

recognition received based on their efforts, 11% of the respondents neutral with the reward 

and recognition received based on their efforts, 5% of the respondents disagree with the 

reward and recognition policy based on their efforts and 5% of the respondents strongly 

disagree with the reward and recognition received based on their efforts. 

 

 

 

53%

29%

11%

5% 5%

0

10

20

30

40

50

60

Strongly 
Agree

Agree Neutral Disagree Strongly 
Disagree

N
o.

of
 R

es
po

nd
en

ts

Options



43 
 

11.  You are empowered and encouraged to solve problems on your own. 
 

Table: 5.11 

S. no 
 Options No. of Respondents Percentage(%) 

1 Strongly Agree 36 35% 
2 Agree 24 23% 
3 Neutral 28 27% 
4 Disagree 11 11% 
5 Strongly Disagree 4 4% 
 Total 103 100% 

 

Graph: 5.11 
 
 

 

 

Interpretation 

From the above graph shows that 35% of the strongly agree with to solve problems by their 

own, 23% of the respondents agree with to solve problems by their own, 27% of the 

respondents neutral with to solve problems by their own, 11% of the respondents disagree 

with to solve problems by their own, 4% of the respondents strongly disagree with to solve 

problems by their own. 
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12. Your superior gives value to your ideas in decision making. 
 

Table: 5.12 

S. no 
 Options No. of Respondents Percentage(%) 

1 Strongly Agree 24 23% 
2 Agree 28 27% 
3 Neutral 26 25% 
4 Disagree 13 13% 
5 Strongly Disagree 12 12% 

 Total 103 100% 

 

Graph: 5.12 

 

 

Interpretation 

From the above graph shows that 23% Of the respondents strongly agree with the Superior 

gives value to their decision making, 27% of the respondents agree with the superior gives 

value to their decision making, 25% of the respondents neutral with the superior gives value 

to their decision making, 13% of the respondents disagree with the superior gives value to 

their decision making and 12% of the respondents strongly disagree with the superior gives 

value to their decision making. 
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13. South central railway provides opportunities to develop your skills and knowledge? 
 

Table: 5.13 

S.no 
 Options No. of Respondents Percentage(%) 

1 Strongly Agree 34 33% 
2 Agree 20 19% 
3 Neutral 12 12% 
4 Disagree 22 21% 
5 Strongly Disagree 15 15% 
 Total 103 100% 

 

Graph: 5.13 

 

 

Interpretation 

From the above graph shows that 33% of the respondents said that organization Provides 

opportunities to develop their skills and knowledge,19% of the respondents Agree with the 

Opportunities to develop their skills and knowledge,12% of the respondents neutral with the 

opportunities to develop their skills and knowledge,21% of the respondents disagree with the 

Opportunities to develop their skills and knowledge,15% of the respondents strongly disagree 

with the opportunities to develop their skills and knowledge. 
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14.  Which of the following factors strongly affect your satisfaction level in the south central 
railway? 

 

Table: 5.14 

S. no 
 Options No. of Respondents Percentage(%) 

1 Salary 56 55% 

2 
Working 

environment 
22 21% 

3 Working hours 25 24% 
 Total 103 100% 

 

Graph: 5.14 

 

Interpretation  

From the above graph shows that 55% of the respondents felt  that salary is the main factor 

that affect their satisfaction level in their organization, 21% of the respondents felt that 

working environment affect their satisfaction level in their organization, 24% of the 

respondents felt  that working hours affect their  satisfaction  level in their organization.  
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15.  You are satisfied with insurance facilities provided by the south central railway? 

 

Table: 5.15 

S. no 
 Options No. of Respondents Percentage(%) 

1 Strongly Agree 25 24% 
2 Agree 32 31% 
3 Neutral 21 20% 
4 Disagree 16 16% 
5 Strongly Disagree 9 9% 
 Total 103 100% 

 

Graph: 5.15 

 

Interpretation 

From the above graph shows that 24% of the respondents strongly agree with the insurance 

facilities,31% of the respondents agree with the insurance facilities,20% of the respondents 

neutral with the insurance facilities,16% of the respondents disagree with the insurance 

facilities,9% of the respondents strongly disagree with the insurance facilities. 
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16. Are you satisfied with the financial and retirement facilities provided by the south central 
railway? 

 

Table: 5.16 

S.no 
 Options No.of Respondents Percentage(%) 

1 Highly satisfied 24 23% 
2 Satisfied 35 34% 
3 Neutral 22 21% 
4 Dissatisfied 12 12% 
5 Highly Dissatisfied 10 10% 
 Total 103 100% 

 

Graph: 5.16 

 

Interpretation 

From the above graph shows that 23% of the respondents highly satisfied with the financial 

and retirement facilities, 34% of the respondents satisfied with the financial and retirement 

facilities,21% of the respondents neutral with the financial and retirement facilities,12% of 

the respondents dissatisfied with the financial and retirement facilities and 10% of the 

respondents highly dissatisfied with the financial and retirement facilities. 
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17. You are satisfied with grievance handling mechanism in SCR. 
 

Table: 5.17 

S.no 
 Options No.of Respondents Percentage(%) 

1 Strongly Agree 48 47% 
2 Agree 21 20% 
3 Neutral 14 14% 
4 Disagree 5 5% 
5 Strongly Disagree 14 14% 
 Total 103 100% 

 

Graph: 5.17 

 

Interpretation 

From the above graph shows that 47% of the respondents strongly agree with the Grievance 

handling mechanism,20% of the respondents agree with the grievance handling mechanism, 

14% of the respondents neutral with the grievance handling mechanism,5% of the 

respondents disagree with the grievance handling mechanism,14% of the respondents 

strongly disagree with the grievance handling mechanism.  
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18. Your Overall satisfaction with south central railway? 

Table: 5.18 

S. no 
 Options No. of Respondents Percentage(%) 

1 Highly satisfied 46 45% 
2 Satisfied 34 33% 
3 Neutral 13 12% 
4 Dissatisfied 7 7% 
5 Highly Dissatisfied 3 3% 
 Total 103 100% 

 

Graph: 5.18 

. 

Interpretation 

From the above graph shows that 45% of the respondents highly satisfied with south central 

railway,33% of the respondents satisfied with the south central railway,12% of the 

respondents neutral with the south central railway,7% of the respondents dissatisfied with the 

south central railway,3% of the respondents highly dissatisfied with the south central railway. 
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CHAPTER 6 

FINDINGS AND SUGGESTIONS 
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Findings: 

 Most of the employees that they have been working with the south central railway is   

5-10 years 

 90% of the employees strongly agreed with clear about their roles and responsibilities. 

 41% of the employees strongly agreed that they are maintaining good relations with 

their superior. 

 19% of the employees neutral with the authority to perform their duties effectively. 

 Majority of the employees strongly agreed with the physical working conditions 

provided by the south central railway. 

 Most of the employees are satisfied with the welfare measures provided by the south 

central railway. 

 Some of the employees disagreed that they are maintaining good relations with their 

co-workers. 

 Most of the employees strongly agreed with the additional responsibilitities assigned 

by their superior. 

 38% of the employees strongly agreed with the reward and recognition policy in south 

central railway. 

 53% of the employees strongly agreed with the reward and recognition policy based 

on their efforts only. 

 Some of the employees are disagreed with that they are solve problems by their own. 

 Most of the employees agreed with the superior gives value to their decision making. 

 Some of the employees are disagree with the opportunity to develop their skills and 

knowledge in the organization. 

 55% of the employees said that salary affect the satisfaction level in south central 

railway. 

 Majority of the employees agreed with the insurance facilities provided by the south 

central railway. 
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Suggestions: 

As per the findings and observations it is suggested to: 

 The employer has to give the authority to employees to perform their duties 

effectively. 

 To provide the opportunities to develop their skills of the employees. 

 To arrange more training programs to all employees, solve the problems by their own. 

 The organization is to provide good environment and good relations and for employee 

satisfaction. 
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Conclusion 

Job satisfaction is very important for person’s motivation and contribution to production. Job 

satisfaction may diminish irregular attendance at work, replacement workers with in a cycle 

or even the rate of accidents. 

A satisfied employee is always important for an organization as he/she aims to deliver the best of 

their capability. Every employee wants a strong career growth and  work life balance at 

workplace. If an employee feels happy with their organization & work, they look to give back to 

the organization with all their efforts.  
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Questionnaire 

Name:    Age:                Gender:                 Designation:                

Income:                       Department: 

1. How many years you have been working with south central railway? 

a) 0 to 5 years  b) 5 to 10 years  c) 10 to 15 years  

d) More than 15 years 

2. You are clear about your roles and responsibilities. 

 a) Strongly Agree b) Agree c) Neutral  

 d) Disagree e) Strongly Disagree 

3. You have good relations with your supervisor. 

 a) Strongly Agree b) Agree c) Neutral  

 d) Disagree e) Strongly Disagree 

4. You have an authority to perform your duties effectively. 

 a) Strongly Agree b) Agree c) Neutral  

 d) Disagree e) Strongly Disagree 

5. You are satisfied with physical working conditions provided by SCR. 

 a) Strongly Agree b) Agree c) Neutral  

 d) Disagree e) Strongly Disagree 

6. You are satisfied with the welfare measures provided by the South central Railway. 

 a) Strongly Agree b) Agree c) Neutral  

 d) Disagree e) Strongly Disagree 

7. You are maintaining strong relations with your co-workers. 

 a) Strongly Agree b) Agree c) Neutral  

 d) Disagree e) Strongly Disagree 
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8. Additional responsibilities are assigned by your superior. 

 a) Strongly Agree b) Agree c) Neutral  

 d) Disagree e) Strongly Disagree 

9. There is a reward and recognition policy in your organization. 

 a) Strongly Agree b) Agree c) Neutral  

 d) Disagree e) Strongly Disagree 

10. Rewards and recognition received by employees based on their efforts only. 

 a) Strongly Agree b) Agree c) Neutral  

 d) Disagree e) Strongly Disagree 

11. You are empowered and encouraged to solve problems on your own. 

 a) Strongly Agree b) Agree c) Neutral  

 d) Disagree e) Strongly Disagree 

12. Your superior gives value to your ideas in decision making. 

 a) Strongly Agree b) Agree c) Neutral  

 d) Disagree e) Strongly Disagree 

13. South central railway provides opportunities to develop your skills and knowledge? 

 a) Strongly Agree b) Agree c) Neutral  

 d) Disagree e) Strongly Disagree 

14. Which of the following factors strongly affect your satisfaction level in the south central 

railway? 

 a) Salary         b) working environment   c)working hours 

15. You are satisfied with the insurance facilities provided by the South central railway? 

 a) Strongly Agree b) Agree c) Neutral  

 d) Disagree e) Strongly Disagree 
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16. Are you satisfied with the financial and retirement facilities provided by the south central 

railway? 

 a) Highly satisfied           b) satisfied           c) Neutral 

 d)Dissatisfied               e) Highly Dissatisfied 

17. You are satisfied with grievance handling mechanism in SCR. 

 a) Strongly Agree b) Agree c) Neutral  

 d) Disagree e) Strongly Disagree 

18. Your overall satisfaction with south Central Railway? 

 a) Highly satisfied b) Satisfied (c) Neutral   

 d) Dissatisfied e) Highly Dissatisfied 

 

 

 

 

 



1 
 

 A Study on  
“Employee Grievance”at Creamline Product Limited 

  submitted 

In partial fulfilment of the requirements for the award of the degree of 

MASTER OF BUSINESS ADMINISTRATION 

(Jawaharlal Nehru Technological University-Kakinada) 

By 

      Ms. Y. Anusha 
Regd.No:18481E0086 

 
 

  Under the 
  Guidance of 
 
 
  Mr.T.HEMANTH KUMAR 
                                                              Asst   Professor  

   Department of Business and Management Studies 
 
 

 

 

DEPARTMENT OF BUSINESS AND MANAGEMENT STUDIES 

GUDLAVALLERU ENGINEERING COLLEGE 
(AN AUTONOMOUS INSTITUTE WITH PERMANENT AFFILIATION TO JNTUK) 

SESHADRIRAO KNOWLEDGE VILLAGE 
GUDLAVALLERU-521356 

Krishna District 
 

 

 



2 
 

 

 

Department of Business and Management Studies 

GUDLAVALLERU ENGINEERING COLLEGE 
(An Autonomous Institute with Permanent Affiliation to JNTUK, Kakinada) 

SeshadriRao Knowledge Village 
Gudlavalleru – 521 356 
Krishna District 
 

               

 

CERTIFICATE  

This is to certify that the project report entitled on “A Study on Employee Grievance at 

Creamline Dairy product limited” submitted by Ms. Y.Anusha is a bonafide work carried out 

by her in partial fulfilment of the award of Degree of Master of Business Administration by 

Jawaharlal Nehru Technological University, Kakinada. The project work is original and never 

has been a part of any other publication or award of any degree. 

 

 

 

 

Mr.T.HEMANTH KUMAR            Dr. CH. NIRMAL CHAND 

    Asst. Professor.                         Professor & HOD 

 



3 
 

 



4 
 

 

 

 

 

DECLARATION 

 

                   I hereby declare that the project report entitled “A Study on Employee 

Grievance at Creamline Dairy Product Limited” is a bona fide work carried out done by me 

and never has been a part of any other publication or award of any degree.  

 

 

 

 

Place:  Gudlavalleru                                                                                       Y.Anusha 

Date:                                                                                              (18481E0086) 

 

 

 

 

 

 

 



5 
 

 

 

ACKNOWLEDGEMENTS 

 

 I express my gratitude to Dr. P.Ravindra Babu, Principal, Dr. Ch. Nirmal Chand, 

Prof. and Head, Department of Business and Management Studies, GEC, Gudlavalleru enabling 

me to take up the project on “Employee grievance at Creamline Dairy Product Limited". 

           I specially thank my project guide Mr.T.Hemanth Kumar for his guidance, in 

completing this project. I take immense pleasure and thank his for his continuous support.  

           I take this opportunity to express my gratitude to Management and the other staff 

members of “CREAMLINE DAIRY PRODUCT LIMITED”. 

I would like to thank my parents and friends whose encouragement helped me in 

completing the project. 

 

 

  Y.Anusha 

             (18481E0086) 

 

 

 

 

 

 

 



6 
 

 

SI.NO. CONTENTS PAGE NO: 

 

 

1 

 

● Introduction 

● Need for the Study 

● Scope of the Study  

● Objectives of the Study 

● Research Methodology 

● Limitations 

1-13 

 

2 
 Chapter 2- Industry Profile 14-40 

3  Chapter 3- Company Profile  41--48 

 

4 
 Chapter 4-Theoretical Framework 49-64 

5 Chapter 5-Data Analysis and Interpretations 65-85 

6 Chapter 6 

● Findings and Suggestions 

● Conclusion 

84-86 

 

 

Bibliography 

Appendix 

Questionnaire 

87-93 

 

 

 

 

 



7 
 

 

 

 

 

 

 

 

 

 

 

                                                    Chapter I 

INTRODUCTION 
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Introduction 

        Every employee has certain expectations which he thinks must be fulfilled by the 

organization is working for. when the organization fails to do this, he develops a feeling of 

discontent or dissatisfaction. when an employee feels that something is unfair in the 

organization, he is said to have a grievance. A grievance is any dissatisfaction or feeling of 

injustice having connection with one’s employment situation which is brought to the attention of 

management. speaking broadly, a grievance is any dissatisfaction that adversely affects 

organizational relations and productivity. As such it can be started or unvoiced, written or oral, 

legitimate or ridiculous. If the dissatisfaction of employee’s goes unattended or the conditions 

causing it are not corrected, the irritation is likely to increase and lead to unfavorable attitude 

towards the management and unhealthy relations in the organization. Grievance take from of 

collective disputes, when there are not resolved also they will then lower then the morale and 

efficient of the employees. 

        The grievance mechanism acts as a foundation for a harmonious and healthy relationship 

between employee and employer. The grievance mechanisms ensure a fair and just treatment of 

employees concerns and prompt resolution of grievance without discrimination, coercion, 

restrain or reprisal against any employee who may submit or be involved in grievance . 

       The aim of grievance handling mechanism ensures that employee problems are recognized 

and appropriately reviewed in a prompt and timely manner. The grievance mechanism acts as a 

foundation for a harmonious and healthy relationship between employee and employer. The 

grievance mechanism ensures a fair and just treatment of employees concerns and prompt 

resolution of grievances without discrimination, coercion, restrain or reprisal against any 

employee who may submit or be involved in a grievance. 

       In this project an attempt is made to identify employee problems and resolvedtheir conflicts 

of jersey milk dairy, through Grievance Handling mechanism. 
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Need for the Study : 

              Employee grievance system is useful to understanding employee problems and it is  

helps to improve management practices and policies .this study will also reveal to management 

organization the type of employee grievances. The fact that some grievance in the organization 

do not arise out of frustration which in turn is a result of an amalgamation of factors which can 

only be isolated by patient and skillful management ,this study will be used to leads of 

department of human resources of various organization in handling grievances that arises is their 

organizations and in checking labor turnover as a result of such grievances .This study is mainly 

concentrated the employee feelings and their satisfaction .It identifies their problems and reduces 

conflicts. It motivates the employee concentration towards the work to increase the productivity 

of the organization, finally recommendations made from the study would lead to a better 

handling of grievance when they occurs in the organization, which would therefore reduce labor 

turnover. 
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Objectives of the Study : 

       

✔ To study the employees are satisfied through the grievance redressal procedure in jersey 

dairy. 

✔ To understanding the process of reporting mechanism of grievance of employees. 

✔ To understand the various problem faced by the employees in jersey dairy. 

✔ To take suggestions to improve the current grievance management system. 

✔ To obtain the feedback of the employees about the training and development procedures 

adopted by the company. 
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Scope of the Study: 

           The scope of the study is extended to the employee working conditions and reduces their 

problem at production level in jersey dairy. The topic selected for the study is an important key 

to make the employees satisfied and motivated to work for the organization whereby the 

employees will also look at their career positively. And the study is undertaken to analyze the 

grievance management system followed at jersey dairy.  
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Research  Methodology  

Data was collected using Questionnaires. this method is quite popular in case of big enquires. 

private individuals, research workers, private and public organizations and even government are 

adopting it. A questionnaires consists of a number of question involves both specific and general 

question related to grievance handling. 

⮚ Primary Data : 

   Primary data are fresh data collected either through observation or through direct 

communication with respondents in one from or another  

⮚ Secondary Data : 

Secondary data refers to data that was collected by someone other than the user. Secondary 

data is collected from books, record and internet. 

Sample design: 

         Sample element: Employees at jersey dairy. 

         Population: 70 

         Sample size: 45 
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Limitations : 

⮚ The time is a major constraint to the study. 

⮚ There might be bias in data collection methods and analysis. 

⮚ Respondents may not give answers to all questions. 
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Chapter II 

INDUSTRY PROFILE 
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 Industry Profile: 

  

 Cream line Dairy Products Limited (CDPL) is a leading Private Dairy player in Southern India 

with its operations spanning across Telangana, Andhra Pradesh, Tamilnadu, Karnataka and 

Nagpur in Maharashtra. Its products are sold under the brand name `JERSEY’. Since inception in 

1986, the company has been growing consistently under the visionary leadership of Promoter 

Directors, an efficient Operating team and the unrelenting efforts of committed workforce.  

 

The company has excellent infrastructure at strategic locations comprising of 34 Milk Chilling 

Centers, 8 Associate Milk Chilling Centers. 84 Bulk Milk Cooling units, 6 Composite Dairy 

Plants and one state of the art milk powder plant at Ongole. While all the dairies are ISO 22000 

certified, the powder plant also has a certification from Export Inspection Agency qualifying the 

`CREAMLINE’ products for exports. The combined processing capacity of milk & milk 

products is 9.76 LLPD which includes 1.50 LLPD of drying facility at Ongole, A.P. The 

company markets its products through a well laid distribution network comprising of 

distributors, agents, parlors and exclusive franchise outlets. More than 5000 agents currently sell 

the milk and milk products of Cream line. Its cultured milk products consisting of Curd, Lassi 

and Butter Milk have, within a short span of time, captured a significant market share and enjoys 

high brand equity amongst the consumers. CDPL constantly endeavors to delight its customer 

ranging from household to HORECA and prestigious institutions with its quality of products and 

continuous innovation. The company achieved a turnover of 1000 plus crore in the FY 2016-

2017. 

  

CDPL became a subsidiary of M/s Godrej Agrovet Limited, the largest manufacturer of animal 

feed in the country, after having acquired a majority stake of more than 51% equity in December 

2015. CDPL is now strategically positioned to fully leverage the potential and function as an end 

to end provider in the entire agri value chain. The company has chalked out ambitious growth 

plans both organic and inorganic, while also expanding its product portfolio with more value 

added products.  
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  Dairy Industry Company Profile 

         A dairy is a business enterprise established for the harvesting or processing (or both) of 

animal milk – mostly from cows or goats, but also from buffaloes, sheep, horses, or camels – for 

human consumption. A dairy is typically located on a dedicated dairy farm or in a section of a 

multi-purpose farm (mixed farm) that is concerned with the harvesting of milk. 

           Terminology differs between countries. For example, in the United States, the entire dairy 

farm is commonly called a "dairy." The building or farm area where milk is harvested from the 

cow is often called a "milking parlor" or "parlor." The farm area where milk is stored in bulk 

tanks is known as the farm's "milk house." Milk is then hauled (usually by truck) to a "dairy 

plant," also referred to as a "dairy", where raw milk is further processed and prepared for 

commercial sale of dairy products. In New Zealand, farm areas for milk harvesting are also 

called "milking parlors", and are historically known as "milking sheds." As in the United States, 

sometimes milking sheds are referred to by their type, such as "herring bone shed" or "pit 

parlor". Parlor design has evolved from simple barns or sheds to large rotary structures in which 

the workflow (throughput of cows) is very efficiently handled. In some countries, especially 

those with small numbers of animals being milked, the farm may perform the functions of a 

dairy plant, processing their own milk into salable dairy products, such as butter, cheese, or 

yogurt. This on-site processing is a traditional method of producing specialist milk products, 

common in Europe.  

 

In the United States a dairy can also be a place that processes, distributes and sells dairy 

products, or a room, building or establishment where milk is stored and processed into milk 

products, such as butter or cheese. In New Zealand English the singular use of the word dairy 

almost exclusively refers to a corner shop, or superette. This usage is historical as such shops 

were a common place for the public to buy milk products.  

 

As an attributive, the word dairy refers to milk-based products, derivatives and processes, and 

the animals and workers involved in their production: for example dairy cattle, dairy goat. A 
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dairy farm produces milk and a dairy factory processes it into a variety of dairy products. These 

establishments constitute the global dairy industry, a component of the food industry.  

 

History 

Milk producing animals have been domesticated for thousands of years. Initially, they were part 

of the subsistence farming that nomads engaged in. As the community moved about the country, 

their animals accompanied them. Protecting and feeding the animals were a big part of the 

symbiotic relationship between the animals and the herders.  

In the more recent past, people in agricultural societies owned dairy animals that they milked for 

domestic and local (village) consumption, a typical example of a cottage industry. The animals 

might serve multiple purposes (for example, as a draught animal for pulling a plough as a 

youngster, and at the end of its useful life as meat). In this case the animals were normally 

milked by hand and the herd size was quite small, so that all of the animals could be milked in 

less than an hour—about 10 per milker. These tasks were performed by a dairymaid 

(dairywoman) or dairyman. The word dairy harkens back to Middle English dayerie, deyerie, 

from deye (female servant or dairymaid) and further back to Old English dæge (kneader of 

bread). 

  

With industrialization and urbanization, the supply of milk became a commercial industry, with 

specialized breeds of cattle being developed for dairy, as distinct from beef or draught animals. 

Initially, more people were employed as milkers, but it soon turned to mechanization with 

machines designed to do the milking.  

Historically, the milking and the processing took place close together in space and time: on a 

dairy farm. People milked the animals by hand; on farms where only small numbers are kept, 

hand-milking may still be practiced. Hand-milking is accomplished by grasping the teats (often 

pronounced tit or tits) in the hand and expressing milk either by squeezing the fingers 

progressively, from the udder end to the tip, or by squeezing the teat between thumb and index 

finger, then moving the hand downward from udder towards the end of the teat. The action of the 

hand or fingers is designed to close off the milk duct at the udder (upper) end and, by the 

movement of the fingers, close the duct progressively to the tip to express the trapped milk. Each 

half or quarter of the udder is emptied one milk-duct capacity at a time. The stripping action is 
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repeated, using both hands for speed. Both methods result in the milk that was trapped in the 

milk duct being squirted out the end into a 7  

 

bucket that is supported between the knees (or rests on the ground) of the milker, who usually 

sits on a low stool.  

Traditionally the cow, or cows, would stand in the field or paddock while being milked. Young 

stock, heifers, would have to be trained to remain still to be milked. In many countries, the cows 

were tethered to a post and milked.  

 

Structure of Industry 

  

While most countries produce their own milk products, the structure of the dairy industry varies 

in different parts of the world. In major milk-producing countries most milk is distributed 

through whole sale markets. In Ireland and Australia, for example, farmers' co-operatives own 

many of the large-scale processors, while in the United States many farmers and processors do 

business through individual contracts. In the United States, the country's 196 farmers' 

cooperatives sold 86% of milk in the U.S. in 2002, with five cooperatives accounting for half 

that. This was down from 2,300 cooperatives in the 1940s. In developing countries, the past 

practice of farmers marketing milk in their own neighborhoods is changing rapidly. Notable 

developments include considerable foreign investment in the dairy industry and a growing role 

for dairy cooperatives. Output of milk is growing rapidly in such countries and presents a major 

source of income growth for many farmers.  

 

As in many other branches of the food industry, dairy processing in the major dairy producing 

countries has become increasingly concentrated, with fewer but larger and more efficient plants 

operated by fewer workers. This is notably the case in the United States, Europe, Australia and 

New Zealand.  

In 2009, charges of anti-trust violations have been made against major dairy industry players in 

the United States, which critics call Big Milk. Another round of price fixing charges was settled 

in 2016.  
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Government intervention in milk markets was common in the 20th century. A limited anti-trust 

exemption was created for U.S. dairy cooperatives by the Capper-Volstead Act of 1922. In the 

1930s, some U.S. states adopted price controls, and Federal Milk Marketing Orders started under 

the Agricultural Marketing Agreement Act of 1937 and continue in the 2000s. The Federal Milk 

Price Support Program began in 1949. The Northeast Dairy Compact regulated wholesale milk 

prices in New England from 1997 to 2001. 

Plants producing liquid milk and products with short shelf life, such as yogurts, creams and soft 

cheeses, tend to be located on the outskirts of urban centers close to consumer markets. Plants 

manufacturing items with longer shelf life, such as butter, milk powders, cheese and whey 

powders, tend to be situated in rural areas closer to the milk supply. Most large processing plants 

tend to specialize in a limited range of products. Exceptionally, however, large plants producing 

a wide range of products are still common in Eastern Europe, a holdover from the former 

centralized, supply-driven concept of the market under Communist governments.  

As processing plants grow fewer and larger, they tend to acquire bigger, more automated and 

more efficient equipment. While this technological tendency keeps manufacturing costs lower, 

the need for long-distance transportation often increases the environmental impact. 

  

Milk production is irregular, depending on cow biology. Producers must adjust the mix of milk 

which is sold in liquid form vs. processed foods (such as butter and cheese) depending on 

changing supply and demand.  

Farming  

When it became necessary to milk larger cows, the cows would be brought to a shed or barn that 

was set up with stalls (milking stalls) where the cows could be confined while they were milked. 

One person could milk more cows this way, as many as 20 for a skilled worker. But having cows 

standing about in the yard and shed waiting to be milked is not good for the cow, as she needs as 

much time in the paddock grazing as is possible. It is usual to restrict the twice-daily milking to a 

maximum of an hour and a half each time. It makes no difference whether one milks 10 or 1000 

cows, the milking time should not exceed a total of about three hours each day for any cow as 

they should be in stalls and laying down as long as possible to increase comfort which will in 

turn aid in milk production. A cow is only physically milked for about 10 minutes a day 

depending on her milk letdown time and the amount of milking per day.  
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As herd sizes increased there was more need to have efficient milking machines, sheds, milk-

storage facilities (vats), bulk-milk transport and shed cleaning capabilities and the means of 

getting cows from paddock to shed and back. 9  

 

As herd numbers increased so did the problems of animal health. In New Zealand two 

approaches to this problem have been used. The first was improved veterinary medicines (and 

the government regulation of the medicines) that the farmer could use. The other was the 

creation of veterinary clubs where groups of farmers would employ a veterinarian (vet) full-time 

and share those services throughout the year. It was in the vet's interest to keep the animals 

healthy and reduce the number of calls from farmers, rather than to ensure that the farmer needed 

to call for service and pay regularly.  

 

This daily milking routine goes on for about 300 to 320 days per year that the cow stays in milk. 

Some small herds are milked once a day for about the last 20 days of the production cycle but 

this is not usual for large herds. If a cow is left unmilked just once she is likely to reduce milk-

production almost immediately and the rest of the season may see her dried off (giving no milk) 

and still consuming feed. However, once-a-day milking is now being practiced more widely in 

New Zealand for profit and lifestyle reasons. 

 

This is effective because the fall in milk yield is at least partially offset by labour and cost 

savings from milking once per day. This compares to some intensive farm systems in the United 

States that milk three or more times per day due to higher milk yields per cow and lower 

marginal labor costs.  

 

Farmers who are contracted to supply liquid milk for human consumption (as opposed to milk 

for processing into butter, cheese, and so on—see milk) often have to manage their herd so that 

the contracted number of cows are in milk the year round, or the required minimum milk output 

is maintained. This is done by mating cows outside their natural mating time so that the period 

when each cow in the herd is giving maximum production is in rotation throughout the year. 
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Northern hemisphere farmers who keep cows in barns almost all the year usually manage their 

herds to give continuous production of milk so that they get paid all year round. In the southern 

hemisphere the cooperative dairying systems allow for two months on no productivity because 

their systems are designed to take advantage of maximum grass and milk production in the 

spring and because the milk processing plants pay bonuses in the dry (winter) season to carry the 

farmers through the mid-winter break from milking. It also means that cows have a rest from 

milk production when they are most heavily pregnant. Some year-round milk farms are penalized 

 

financially for over-production at any time in the year by being unable to sell their 

overproduction at current prices.  

Industry Processing  

Dairy plants process the raw milk they receive from farmers so as to extend its marketable life. 

Two main types of processes are employed: heat treatment to ensure the safety of milk for 

human consumption and to lengthen its shelf-life, and dehydrating dairy products such as butter, 

hard cheese and milk powders so that they can be stored.  

Cream and Butter  

Today, milk is separated by huge machines in bulk into cream and skim milk. The cream is 

processed to produce various consumer products, depending on its thickness, its suitability for 

culinary uses and consumer demand, which differs from place to place and country to country. 

  

Some cream is dried and powdered, some is condensed (by evaporation) mixed with varying 

amounts of sugar and canned. Most cream from New Zealand and Australian factories is made 

into butter. This is done by churning the cream until the fat globules coagulate and form a 

monolithic mass. This butter mass is washed and, sometimes, salted to improve keeping 

qualities. The residual buttermilk goes on to further processing. The butter is packaged (25 to 50 

kg boxes) and chilled for storage and sale. At a later stage these packages are broken down into 

home-consumption sized packs.  

Skimmed Milk  

The product left after the cream is removed is called skim, or skimmed, milk. To make a 

consumable liquid a portion of cream is returned to the skim milk to make low fat milk (semi-

skimmed) for human consumption. By varying the amount of cream returned, producers can 
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make a variety of low-fat milks to suit their local market. Other products, such as calcium, 

vitamin D, and flavouring, are also added to appeal to consumers.   

 

Casein  

        Casein is the predominant phosphoprotein found in fresh milk. It has a very wide range of 

uses from being filler for human foods, such as in ice cream, to the manufacture of products such 

as fabric, adhesives, and plastics.  

Cheese  

Cheese is another product made from milk. Whole milk is reacted to form curds that can be 

compressed, processed and stored to form cheese. In countries where milk is legally allowed to 

be processed without pasteurization, a wide range of cheeses can be made using the bacteria 

naturally in the milk. In most other countries, the range of cheeses is smaller and the use of 

artificial cheese curing is greater. Whey is also the byproduct of this process. Some people with 

lactose intolerance are surprisingly able to eat certain types of cheese. This is because some 

traditionally made hard cheeses, and soft ripened cheeses may create less reaction than the 

equivalent amount of milk because of the processes involved. Fermentation and higher fat 

content contribute to lesser amounts of lactose. Traditionally made Emmental or Cheddar might 

contain 10% of the lactose found in whole milk. In addition, the aging methods of traditional 

cheeses (sometimes over two years) reduce their lactose content to practically nothing. 

Commercial cheeses, however, are often manufactured by processes that do not have the same 

lactose-reducing properties. Ageing of some cheeses is governed by regulations; in other cases 

there is no quantitative indication of degree of ageing and concomitant lactose reduction, and 

lactose content is not usually indicated on labels.  

Whey  

In earlier times, whey or milk serum was considered to be a waste product and it was, mostly, 

fed to pigs as a convenient means of disposal. Beginning about 1950, and mostly since about 

1980, lactose and many other products, mainly food additives, are made from both casein and 

cheese whey.  

Yogurt  

Yogurt (or yoghurt) making is a process similar to cheese making; only the process is arrested 

before the curd becomes very hard.  
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Milk Powders  

Milk is also processed by various drying processes into powders. Whole milk, skim milk, 

buttermilk, and whey products are dried into a powder form and used for human and animal 

consumption. The main difference between production of powders for human or for animal 

consumption is in the protection of the process and the product from contamination. Some 

people drink milk reconstituted from powdered milk, because milk is about 88% water and it is 

much cheaper to transport the dried product.  

Other Milk Products  

Kumis is produced commercially in Central Asia. Although it is traditionally made from mare's 

milk, modern industrial variants may use cow's milk instead.  

Originally, milking and processing took place on the dairy farm itself. Later, cream was 

separated from the milk by machine on the farm, and transported to a factory to be made into 

butter. The skim milk was fed to pigs. This allowed for the high cost of transport (taking the 

smallest volume high-value product), primitive trucks and the poor quality of roads. Only farms 

close to factories could afford to take whole milk, which was essential for cheese making in 

industrial quantities, to them.  

Originally milk was distributed in 'pails', a lidded bucket with a handle. These proved impractical 

for transport by road or rail, and so the milk churn was introduced, based on the tall conical 

shape of the butter churn. Later large railway containers, such as the British Railway Milk Tank 

Wagon were introduced, enabling the transport of larger quantities of milk, and over longer 

distances.  

The development of refrigeration and better road transport, in the late 1950s, has meant that most 

farmers milk their cows and only temporarily store the milk in large refrigerated bulk tanks, from 

where it is later transported by truck to central processing facilities.  

In many European countries, particularly the United Kingdom, milk is then delivered direct to 

customers' homes by a milk float.  

Milking Machines  

           Milking machines are used to harvest milk from cows when manual milking becomes 

inefficient or labour-intensive. One early model was patented in 1907.   
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The milking unit is the portion of a milking machine for removing milk from an udder. It is made 

up of a claw, four teatcups, (Shells and rubber liners) long milk tube, long pulsation tube, and a 

pulsator. The claw is an assembly that connects the short pulse tubes and short milk tubes from 

the teatcups to the long pulse tube and long milk tube. (Cluster assembly) Claws are commonly 

made of stainless steel or plastic or both. Teatcups are composed of a rigid outer shell (stainless 

steel or plastic) that holds a soft inner liner or inflation. Transparent sections in the shell may 

allow viewing of liner collapse and milk flow. The annular space between the shell and liner is 

called the pulse chamber.  

Milking machines work in a way that is different from hand milking or calf suckling. Continuous 

vacuum is applied inside the soft liner to massage milk from the teat by creating a pressure 

difference across the teat canal (or opening at the end of the teat). Vacuum also helps keep the 

machine attached to the cow. The vacuum applied to the teat causes congestion of teat tissues 

(accumulation of blood and other fluids). Atmospheric air is admitted into the pulsation chamber 

about once per second (the pulsation rate) to allow the liner to collapse around the end of teat and 

relieve congestion in the teat tissue. The ratio of the time that the liner is open (milking phase) 

and closed (rest phase) is called the pulsation ratio. 

  

The four streams of milk from the teatcups are usually combined in the claw and transported to 

the milkline, or the collection bucket (usually sized to the output of one cow) in a single milk 

hose. Milk is then transported (manually in buckets) or with a combination of airflow and 

mechanical pump to a central storage vat or bulk tank. Milk is refrigerated on the farm in most 

countries either by passing through a heat-exchanger or in the bulk tank, or both.  

  

The photo to the right shows a bucket milking system with the stainless steel bucket visible on 

the far side of the cow. The two rigid stainless steel teatcup shells applied to the front two 

quarters of the udder are visible. The top of the flexible liner is visible at the top of the shells as 

are the short milk tubes and short pulsation tubes extending from the bottom of the shells to the 

claw. The bottom of the claw is transparent to allow observation of milk flow. When milking is 

completed the vacuum to the milking unit is shut off and the tea cups are removed.  
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Milking machines keep the milk enclosed and safe from external contamination. The interior 

'milk contact' surfaces of the machine are kept clean by a manual or automated washing 

procedures implemented after milking is completed.   

 

Milk contact surfaces must comply with regulations requiring food-grade materials (typically 

stainless steel and special plastics and rubber compounds) and are easily cleaned.  

Most milking machines are powered by electricity but, in case of electrical failure, there can be 

an alternative means of motive power, often an internal combustion engine, for the vacuum and 

milk pumps.  

Bail-Style Sheds  

This type of milking facility was the first development, after open-paddock milking, for many 

farmers. The building was a long, narrow, lean-to shed that was open along one long side. The 

cows were held in a yard at the open side and when they were about to be milked they were 

positioned in one of the bails (stalls). Usually the cows were restrained in the bail with a breech 

chain and a rope to restrain the outer back leg. The cow could not move about excessively and 

the milker could expect not to be kicked or trampled while sitting on a (three-legged) stool and 

milking into a bucket. When each cow was finished she backed out into the yard again. The UK 

bail, initially developed by Wiltshire dairy farmer Arthur Hosier, was a six standing mobile shed 

with steps that the cow mounted, so the herdsman didn't have to bend so low. The milking 

equipment was much as today, a vacuum from a pump, pulsators, a claw-piece with pipes 

leading to the four shells and liners that stimulate and suck the milk from the teat. The milk went 

into churns, via a cooler.  

As herd sizes increased a door was set into the front of each bail so that when the milking was 

done for any cow the milker could, after undoing the leg-rope and with a remote link, open the 

door and allow her to exit to the pasture. The door was closed, the next cow walked into the bail 

and was secured. When milking machines were introduced bails were set in pairs so that a cow 

was being milked in one paired bail while the other could be prepared for milking. When one 

was finished the machine's cups are swapped to the other cow. This is the same as for Swing 

over Milking Parlors as described below except that the cups are loaded on the udder from the 

side. As herd numbers increased it was easier to double-up the cup-sets and milk both cows 

simultaneously than to increase the number of bails. About 50 cows an hour can be milked in a 
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shed with 8 bales by one person. Using the same tea cups for successive cows has the danger of 

transmitting infection, mastitis, from one cow to another. 

 

Some farmers have devised their own ways to disinfect the clusters between cows. 

Herringbone Milking Parlours  

In herringbone milking sheds, or parlours, cows enter, in single file, and line up almost 

perpendicular to the central aisle of the milking parlour on both sides of a central pit in which the 

milker works (you can visualize a fishbone with the ribs representing the cows and the spine 

being the milker's working area; the cows face outward). After washing the udder and teats the 

cups of the milking machine are applied to the cows, from the rear of their hind legs, on both 

sides of the working area. Large herringbone sheds can milk up to 600 cows efficiently with two 

people. 

  

Swing Over Milking Parlors  

Swing over parlors are the same as herringbone parlors except they have only one set of milking 

cups to be shared between the two rows of cows, as one side is being milked the cows on the 

other side are moved out and replaced with unmilked ones. The advantage of this system is that it 

is less costly to equip, however it operates at slightly better than half-speed and one would not 

normally try to milk more than about 100 cows with one person. 

  

Rotary Milking Sheds  

Rotary milking sheds (also known as Rotary milking parlor) consist of a turntable with about 12 

to 100 individual stalls for cows around the outer edge. A "good" rotary will be operated with 

24–32 (~48–50+) stalls by one (two) milkers. The turntable is turned by an electric-motor drive 

at a rate that one turn is the time for a cow to be milked completely. As an empty stall passes the 

entrance a cow steps on, facing the center, and rotates with the turntable. The next cow moves 

into the next vacant stall and so on. The operator, or milker, cleans the teats, attaches the cups 

and does any other feeding or whatever husbanding operations that are necessary. Cows are 

milked as the platform rotates. The milker, or an automatic device, removes the milking machine 

cups and the cow backs out and leaves at an exit just before the entrance. The rotary system is 

capable of milking very large herds—over a thousand cows.   
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Automatic Milking Sheds  

Automatic milking or 'robotic milking' sheds can be seen in Australia, New Zealand, the U.S., 

Canada, and many European countries. Current automatic milking sheds use the voluntary 

milking (VM) method. These allow the cows to voluntarily present themselves for milking at any 

time of the day or night, although repeat visits may be limited by the farmer through computer 

software. A robot arm is used to clean teats and apply milking equipment, while automated gates 

direct cow traffic, eliminating the need for the farmer to be present during the process. The entire 

process is computer controlled. 

 

Supplementary Accessories in Sheds  

Farmers soon realized that a milking shed was a good place to feed cow’s supplementary foods 

that overcame local dietary deficiencies or added to the cows' wellbeing and production. Each 

bail might have a box into which such feed is delivered as the cow arrives so that she is eating 

while being milked. A computer can read the ear tag of each animal to ration the correct 

individual supplement. A close alternative is to use 'out-of-parlor-feeders', stalls that respond to a 

transponder around the cow's neck that is programmed to provide each cow with a 

supplementary feed, the quantity dependent on her production, stage in lactation, and the benefits 

of the main ration  

The holding yard at the entrance of the shed is important as a means of keeping cows moving 

into the shed. Most yards have a powered gate that ensures that the cows are kept close to the 

shed.  

Water is a vital commodity on a dairy farm: cows drink about 20 gallons (80 litres) a day, sheds 

need water to cool and clean them. Pumps and reservoirs are common at milking facilities. Water 

can be warmed by heat transfer with milk. 

  

Temporary Milk Storage  

Milk coming from the cow is transported to a nearby storage vessel by the airflow leaking 

around the cups on the cow or by a special "air inlet" (5-10 l/min free air) in the claw. From there 

it is pumped by a mechanical pump and cooled by a heat exchanger. The milk is then stored in a 

large vat, or bulk tank, which is usually refrigerated until collection for processing.  
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Waste Disposal  

In countries where cows are grazed outside year-round, there is little waste disposal to deal with. 

The most concentrated waste is at the milking shed, where the animal waste may be liquefied 

(during the water-washing process) or left in a more solid form, either to be returned to be used 

on farm ground as organic fertilizer.  

 

In the associated milk processing factories, most of the waste is washing water that is treated, 

usually by composting, and spread on farm fields in either liquid or solid form. This is much 

different from half a century ago, when the main products were butter, cheese and casein, and the 

rest of the milk had to be disposed of as waste (sometimes as animal feed). 

  

In dairy-intensive areas, various methods have been proposed for disposing of large quantities of 

milk. Large application rates of milk onto land, or disposing in a hole, is problematic as the 

residue from the decomposing milk will block the soil pores and thereby reduce the water 

infiltration rate through the soil profile. As recovery of this effect can take time, any land-based 

application needs to be well managed and considered. Other waste milk disposal methods 

commonly employed  

include solidification and disposal at a solid waste landfill, disposal at a wastewater treatment 

plant, or discharge into a sanitary sewer.  

 

Associated Diseases  

Dairy products manufactured under unsanitary or unsuitable conditions have an increased chance 

of containing bacteria. Proper sanitation practices help to reduce the rate of bacterial 

contamination, and pasteurization greatly decreases the amount of contaminated milk that 

reaches the consumer. Many countries have required government oversight and regulations 

regarding dairy production, including requirements for pasteurization.  

 

through exposure to urine or to contaminated water or soil.[15][16]  

y 

important disease, as it led to the first vaccination against the now eradicated smallpox.  
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unpasteurized. The disease has been eradicated from many countries by testing for the disease 

and culling suspected animals.  

contact. Brucellosis has been eradicated from certain countries by testing for the disease and 

culling suspected animals.  

made in traditional ways. Careful observance of the traditional cheese making methods achieves 

reasonable protection for the consumer.  

has been found in pasteurized retail milk in the UK and the USA. M. paratuberculosis causes a 

similar disorder, Johne's disease, in livestock.  

 

Animal Welfare  

A portion of the population, including many vegans and Jains, object to dairy production as 

unethical, cruel to animals, and environmentally deleterious. They do not consume dairy 

products. They state that cattle suffer under conditions employed by the dairy industry.  

 

Dairy Industry in India  

India has the world’s largest cattle &buffalo populations adapted to tropical climate and poor 

nutrition and environment. According to Livestock censes 1982, India’s bovine population was 

191 million cattle and 69 million buffaloes. Milk production gives employment to 70 million 

dairy farms. In terms of total production India ranks 2nd to USA with a production of 71 million 

tons in 1997 – 1998. The production of various products in 2002 was 428000 metric tons.  

APDDCF was formed in Oct 1981 to implement operation flood-II program through 

involvement of producers in organizing milk production procurement processing and it will low 

due to rapid population growth. It was 178 gram/day in 1990. There was only an increase of 50 

grams per day from 1980-90. It is expected  
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that milk availability will reach 213 gram/capital days by 200 A.D as against 300 scientists. 

Today India ranks first in Milk production in the world. 

 

Dairy Development in India  

India has the world’s largest cattle buffalo population adapted to tropical climate and poor 

nutrition and environment. ACC to livestock census 1982, India’s bovine population was 191 

million and 69 milk lion buffaloes. The forecast for 2000 A.D is 204 million cattle and 78 

buffaloes.  

 

Dairy development in India received a fillip after independence when industrialization and 

awakening the establishment of organized milk collection, processing distribution of milk to 

cater the needs of the expanded urban population. Planned development was first taken up in the 

first 5 year plan (1951-56). The main deterrent factors for milk production were in adequate of 

suitable marketing structure in the rural areas. Milk was being marketed in the form of ghee 

which did not provide sufficient income to the farmers to take up the daring. Some of the dairy 

units also established a chain of trill collection and chilling centers in the rural areas to aboard 

necessary facilities for handling milk in large volume and for long distance transport without 

spoilage. These processing centers have had a stimulating effect on the dairy industry in the 

country. 

  

India has world’s largest cattle population however, per capital population in very less compared 

to developed nations. Dairy farming has now become an important agro business.  

First dairy farm was established by military at Allahabad in 1980, British troops got milk 

supplies from that farm. It also organized cross breeding with European cattle breeds.  

India is a country of villages where farmers have small land holdings. Money lenders lend 

money at very high interest rates. They exploited the farmers who were poor.  

As a result large number of farmers in Pune and Ahmednagar opened hostilities against money 

lenders in 1879. Subsequently land Improvement Act, 1883, and Agriculture Act 1884 were 

passed to advance loans at reasonable rates of interest to farmers. The Government realized that 

the Cooperative Credit Society Act was essential, but enacted the following short comings.  
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Societies Act 1912 was enacted. The act took care of credit under the supervision of central 

bank.  

 

The Cooperative Unions remained control subjects. In the year 1919 cooperative societies 

become a state subject & fell within the scope of provision legislative. Each provinces stated 

formulations of their requirements. After intendance the cooperative movement made rapid 

studies and government adopted the policy of promoting of cooperative movement for 

establishing economic welfare in the country. The cooperative sectors were given an implement 

place in the new economy and acted as a balance between private sector & public sector. It 

becomes pace with the progress of movement and there should be uniformity of Cooperative 

Society Act 1956 was amended 19 times to suit the changing circumstances.  

Hence the government of India nap pointed a committee in 1956 to review Cooperative Societies 

Acts in different states and prepared a model bill.  

 

AP Dairy Development Cooperative Federation (APDDCF)  

APDDCF was formed in 1981 to implement operation flood-II program through active 

involvement of produces in organizing milk production, procurement processing &marketing on 

“three tier” cooperative structure as per the national policy of India. The Three Tire System 

consists of primary dairy is operative societies at village level cooperative union at district level 

and federation at the state level.  

Planning investment in operation flood-II  

Plan – 34.43 Crs  

Plan – 247.53 Crs  

Plan – 187.00 Crs  

Plan – 349.17 Crs  

Plan – 1166.00 Crs  
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Plan – 600.00 Crs  

Plan – 1700.00 Crs   

 

 

Milk Products  

The surplus milk matter meeting requirement of the liquid milk is being converted in to products 

like food milk powder, ghee, butter, sterilized milk, doodhpeda, etc. all these products are subject 

to strict quality control before being dispatched.  

The AP Dairy Development federation has got products manufacturing units in AP and 

Telangana states. Namely  

1. Milk products factory, Hyderabad  

2. Milk products factory, Chittoor  

3. Milk products factory, Nandyala  

4. Milk products factory, Proddutoor  

5. Sangam Dairy, Vadlamudi  

6. Milk products factory, Vijayawada  

7. Milk products factory, Nalgonda Rangareddy  

8. Milk products factory, Karim Nager Dairy  

                 The marketing dividion of the federation is doing marketing of the milk produced by 

the above units. Public relation advertisement, training are controlled by the Joint Director 

(Training and Marketing). The marketing wing consists of 38 members of employees presently.  

Organization of a Dairy Farm  

                 There are many activities involved in successful running of a dairy farm. Each one of 

these activities is as important as any other for profitable dairy farming. Coordination of all these 

activities in a dairy farm is known as organization of the dairy farm.  

Management of Animals  

            The successes of dairy depend upon the good health and wellbeing of the cows and 

buffaloes maintained in the dairy and their production. The various aspects to be considered are  
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Management of Labour  

Labour is becoming costly and scarce and hence organizing them is becoming more difficult. 

The farm should be so planned that it shall be possible to completely manage with family labour. 

Hired labour should be minimum and used only for such operations as sowing, harvesting etc. 

Permanent labour if employed should be minimum but provided with all facilities like housing 

and should be well paid and looked after so that they will work wholeheartedly.  

Management of Equipment  

            Small dairies may have less equipment and machinery like chilling plant pasteurizing 

plant, tractor trailer harvester, and such other agricultural equipment’s. These have to be kept in 

good working condition so that all dairy and agricultural operation will go on normally so that all 

dairy and agricultural operations will go on normally and milk may be transported in good 

condition for marketing.  

Management of Milk and Milk Products  

             The profitability of a dairy depends upon the farm in which the milk is disposed of. 

Selling in cities fetches more money than in smaller towns. Milk transported to longer distances 

may cost more on transport. There is a chance of spoilage if more time is allowed between 

milking and sale, unless milk pasteurized and preserved properly. 

 Record Keeping  

             Record keeping is important I a dairy which will enable us to know that actual position 

of the dairy in all aspects to enable us to plan properly. Records may pertain to all aspects of 

dairying viz, feeding, breeding and management. It will enable the farmer to breed the cows in 

time to give balanced rations according to mild yield to know the actual production of milk of 

individual cows, to know profit and loss in the farm etc., 

 Opportunities in Dairy Farming  

                 Dairy is one of the important sides of businesses. A cattle nrearaing are an age old 

practice & almost all the land holding people keep on agriculture operations.  
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                  Dairy enterprise is an efficient and labour intensive business, so that the whole family 

of the whole family of the farmer is pressed into service & they are able to produce some 

productive response from the limited holding, utilizing agricultural by productive and wastes that 

will go to waste otherwise. Both males and females & old and young can be usefully employed 

for different types of work in a dairy farm.  

The byproducts of dairy industry like skim milk, when etc., can be fed to other livestock. The 

skim milk is of high value and can be used for poultry and swim with more profits. Farmers who 

sell milk fat in the form of butter & ghee produce skim milk. This can be effectively used in 

feeding pigs and poultry since skim milk is an excellent source of protein, minerals and vitamins.  

The dairy industry can also provide various job opportunities to the millions of the rural and 

urban population apart from providing the various opportunities. 

 Legal Standards  

                  In India the various standards for dairy industry are formulated by four agencies.  

1. The Indian Standards Institution (ISI)  

2. Central Committee for Food Standards (CCFS)  

3. Directorate of Marketing & Inspection (AGMARK)  

4. Defense Service  

 

                 These four agencies have their different spears of activities, although all try to work in 

closest collaboration. The standards by ISI are to be adopted on voluntary basis. The CCFS is 

statutory body which not only lays down standards for food products including dairy products 

but also enforces the same, in consultation of CCFS and the government of India. Ministry of 

Health frames prevention of food adulteration rule under The Prevention of Food Adulteration 

Act. The current set of rules is known as prevention of food adulteration rules 1976 under 

AGMARK scheme. Provision exists for grading ghee only amongst the dairy products. The 

different services have their separate standards for their own requirements.  

Standardized milk is milk who’s fat & SNF have been adjusted to a certain predetermined level 

under PFA rules (1976). The standardized milk for liquid consumption should contains a 

minimum 0f 4.5 and 8.5 SNF through the country. 

White Revolution  
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               This White Revolution or Operation Flood relates to the rapid development in milk 

production that took place in India after mid 1960’s. This name is a variation of the name “Green 

Revolution” used earlier to describe rapid development in agricultural production in India. A 

name closely associated with White Revolution is that of Dr. Verghese Kurien. This is because 

the origins of White Revolution can be traced to the efforts of Dr. Kurien at Kaira District Co-

operative Milk Producer Union situated at Gujarat State. This organization is better known by 

the brand name of its product – Amul.  

1. Phase I (1970 – 1980) was financed by the sale of skimmed milk powder and butter oil 

donated by the European Union (then the European Economic Community) through the World 

Food planned the program and negotiated the details of EEC assistance. During its first phase, 

Operation Flood linked 18 of India’s premier milk sheds with consumers in India’s major 

metropolitan cities: Delhi, Mumbai, Kolkata and Chennai. Thus establishing mother dairies in 

four metros. The Operation Flood – 1 originally meant to be completed in 1975, actually spanned 

the period of about nine years from 1970-79, at a total cost of Rs. 116 crores.  

2. Operation Flood Phase II (1981 – 1985) increased the milk sheds from 18 to 136; 290 urban 

markets expanded the outlets for milk. By the end of 1985, a self-sustaining system of 43,000 

village cooperatives with 4,250,000 milk producers were coveres. Domestic milk powder 

production increased from 22,000 tons in the pre-project year to 1, 40,000 tons by 1989, all of 

the increase coming from dairies set up under Operation Flood. In this way EEC gifts and World 

Bank loan helped promote self-reliance. Direct marketing of milk by producer’s cooperatives 

increased by several million liters a day.  

3. Phase III (1985 – 1996) enabled dairy cooperatives to expand and strengthen the infrastructure 

required to procure and market increasing volumes of milk. Veterinary first aid health care 

services, feed and artificial insemination services for cooperative members were extended, along 

with intensified member education. Operation Flood’s Phase III consolidated India’s dairy 

cooperative movement, adding 30,000 new dairy cooperatives to the 42,000 existing societies 

organized during Phase II. Milk sheds peaked to 173 in 1988 – 89 with the numbers of women 

members and Women’s Dairy Cooperative Societies increasing significantly. Phase III gave 

increased emphasis to research and development in animal health and animal nutrition. 

Innovations like vaccine for Theileriosis, bypassing protein feed and ureamolasses mineral 

blocks, all contributed to the enhanced productivity of the milk producing animals.  
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4. IT’S Impact: This is a revolution like no other in the world. Operation Flood or The White 

Revolution as it is known in India has over the past five decades produced a constantly 

increasing sustainable flood of milk in India. It was of high quality and available in most parts of 

both urban and rural India. It helped transform the lives of more than 13.4 million farmers and 

increasing, most of them poor. Of them, 3.7 million were women. It helped women empower 

themselves and their families.  

 

                Today, the dairy cooperative network includes 177 milk unions. It operates in over 346 

districts covering around 1, 28,799 village level societies. Today, India its criticism: Some critics 

of the project argue that the emphasis on imported is the world’s leading dairying nation. Its 

helps: - Increasing breeds of cattle has been instrumental in the decimation of Indian breeds. 

Foreign milk production (a flood of milk) and are not suited to Indian breeds give higher yields, 

but require more feed augment rural incomes Fair prices for consumers that the focus on the 

dairy sector Increase of conditions. Critics also argue Employment of people during this period 

economy in the country research, and extension work in other areas of came at the expense of 

development, Indian agriculture. 

 National Dairy Development Board  

                       The National Dairy Development Board’s creation is rooted in the conviction that 

our nation’s socio-economic progress lies largely on the development of rural India.  

The National Dairy Development Board was created to promote, finance and support producer-

owned and controlled organizations. NDDB’s programs and activities seek to strengthen farmer 

cooperatives and support national policies that are favorable to the growth of such institutions. 

Fundamental to NDDB’s efforts are cooperative principles and cooperative strategies.  

The National Dairy Development Board (NDDB) was founded in 1965 to replace exploitation 

with empowerment, tradition with modernity, stagnation with growth, transforming dairying into 

an instrument for the development of India’s rural people. NDDB began its operations with the 

mission of making dairying a vehicle to a better future for millions of grassroots milk producers. 

The mission achieved thrust and direction with the launching of “Operation Flood”, a program 

extending over 26 years and which used World Bank loan to finance India’s emergence as the 

world’s  largest milk producing nation. 
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                     Operation Floods third phase was completed in 1996 and has to its credit a number 

of significant achievements. Since its inception, the Dairy Board has planned and spearheaded 

India’s dairy programs by placing dairy development in the hands of milk producers and the 

professionals they employ to manage their cooperatives. In addition, NDDB also promotes other 

commodity based  

                cooperatives, allied industries and veterinary biological on an intensive and nationwide 

basis. The National Dairy Development Board has been constituted as a body corporate and 

declared an institution of national importance by an Act of India’s Parliament. The National 

Dairy Development Board initially registered as a society under the Societies Act, 1860. And 

was merged with the erstwhile Indian Dairy Corporation, a company formed and registered 

under the Companies Act, 1956, by an Act of India’s Parliament – the NDDB Act,1987 9 37 of 

1987), with effect from 12 October, 1987. The new body corporate was declared an institution of 

national importance by the Act.The general super intendance, direction, control and management 

of NDDB’s affairs and business vests with the Board of Directors.  

 

Government Schemes to Development of Dairy Firms:  

1. Integrated dairy development scheme – This scheme is 100% financed by GOI. This scheme is 

run with the objective to increase milk, milk procurement, processing and milk marketing in the 

state. Assistance is received from GOI for expansion of existing dairy/chilling plant, for purchase 

of AMCU/BMC, for construction of cattle feed go down, for purchase of audio visual kit and 

also for organization of societies. Under society organization assistance is received for milk 

testing equipment, stationary, managerial subsidy, head load subsidy, green fodder minikit, 

working capital, vaccination, first aid milch cattle, training & purchase of animals.  

2. Assistance to cooperatives – Under this scheme heavy subsidy is provided to such milk unions 

which are running in constant loss and are financially weak, with the objective to make them 

viable. Milk unions selected under this rehabilitation plan are provided with financial assistance 

by ministry of Agriculture, GOI. Accumulated losses of milk unions subsidized by GOI & state 

government in the ratio of 50:50.  

3. Strengthening infrastructure for quality & clean milk production – Milk producers are thought 

to produce clean milk under this scheme. They are helped with training, use of detergent, 
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antiseptic solution, muslin cloth, utensils etc. Testing labs are strengthened under this scheme for 

purchase of Bulk Milk Coolers. 75% subsidy is granted from GOI.  

  

4. Fodder Development Project – Fodder Development Project is running in this department by 

subsidy of GOI. Under this scheme fodder seed is provided to milk producers for green fodder to 

animals. Under this scheme 75% is borne by rest 25% borne by Institution.  

5. Central Quality Assurance Lab (Central Lab) – By courtesy of the Food Processing Ministry, 

GOI an amount of Rs 166.00 lakh has been approved as grant by the Government of India for the 

setting up and strengthening of the Central Lab Rs 128.00 lakh have been received against 

approval.  

                   The quality assurance department mainly develops kits and testing strips for 

checking adulteration of milk and provides them to units as well as consumers.  

Under the consumer awareness program, training camps are held in different districts and 

important information provided to consumers about milk adulteration. This lab has been set up in 

the campus of Luck now Milk Union and at present its incharge is Mrs. Shabnam Chopra. 

Anyone can get milk sample tested after paying the required fees.  

6. Mahila Dairy Scheme (STEP)  

 

Proposed facilities under the scheme:  

 dairy societies – The following items is given subsidy under this program 

testing, equipment, managerial subsidy, first aid kit and mixing, AI equipment.  

– Subsidy cattle feed and subsidy de-worming and vaccination & 

insurance of their cattle.  

– Free training is given to secretary & management 

committee member, chairman of society, first aid worker, A.I. worker, health education program, 

green fodder program, women education program, farmer induction program & child care 

program.  
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MILK PRODUCTION IN INDIA Milk Production in India  

Year  Production (Million 

Tones)  

Per Capita 

Availability 

(grs/day)  

2001-02  84.4  225  

2002-03  86.2  230  

2003-04  88.1  231  

2004-05  92.5  233  

2005-06  97.1  241  

2006-07  102.6  251  

2007-08  107.9  260  

2008-09  112.2  266  

2009-10  116.4  273  

2010-11  121.8  281  

2011-12  127.9  290  

2012-13  132.4  299  

2013-14  137.7  307  

2014-15  146.3  322  

2015-2016  155.5  337  

2016-2017  165.4  355  

2017-2018  176.3  375  

 

 

Dairying in Andhra Pradesh  

                       The program of dairy was initially started with the commendable help of the 

United Nations International Children’s Emergency Fund (UNICEF), Food and Agriculture 

Organization (FAO), Freedom from Hunger Campaign Organization of UK. This organization 
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assisted a lot of establishment of dairy units at Hyderabad and Vijayawada in 1967 and 1969, 

respectively which led to pioneer dairy development in Andhra Pradesh lattes a set of cooling & 

chilling centers have been step to feed these gigantic units. 

  

The milk producers have been facing either a lot of problems in the process of production & 

marketing of milk improper transport facility poor technology ad absence of price part facility, 

poor technology and absence of price particularly during etc. it was at this context the 

Government of AP has viewed to constitute a dairy development corporation. More than 3.5 

lakhs milk producers get 20 Cr rupees per  

 

Annual for supplying of milk of which 69% of total benefits belongs to small and marginal 

farmers, agriculture labour and other weaker section of the rural community.  

The estimated milk production is 40 Lakhs liters per day. Today a strong wave of white 

revolution is sweeping creating a new hope of eliminating socio economic in balances. AP is 

posed to be the dairy land of India playing an important role on the National Milk grid. With the 

implementation of operation flood II program in AP the tamps of dairy development has gained a 

momentum proved a thrust to eradicate poverty and unemployment in rural areas brought graters 

awakening & confidence among the producers to manage their own affairs through dairy 

cooperative of AP. The dairy federation is marching a head with dairy cooperatives to herald a 

new era of prosperity. 

  

Financial Assistance:  

                       The National Cooperative Development Corporation (NCDC) has been providing 

finical Assistance to dairy cooperatives for organization medium and small sized dairy 

processing plants and milk chilling centers. The corporation has sanctioned a total loan 

assistance of Rs. 6.33 Lakh for establishment of 29 cooperative dairy units comprising 17 

chilling centers and 12 cooling centers. 

  

Dairying Industry in Krishna District  

                       Krishna District with its rich heritage and abundant natural resources is famous for 

Dairying and Agriculture from the beginning. Krishna District extends over an area of 8727 
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sq.kms with a coastline of 88 Kms. The district has 967 inhabited villages. It has 33% of urban 

population being second highest in the State next to Hyderabad. The district is divided in to 

Delta and Upland Zones. Endowed with rich varieties of soils the district occupies an important 

place in agriculture.  

The Dairying and Agriculture activities have gained momentum with the construction of the dam 

across the river Krishna by Sir Arthur Cotton. Even now Krishna District occupies an important 

place with reference to Dairying in Andhra Pradesh. It has total cattle population of 8,81,502 out 

of which breedable cattle are 4,52,209 (cows 38,505 and buffaloes 4,13,704). It has the 

distinction of starting dairy activities under organised sector in A.P. in the early sixties of 20th 

century. The first powder plant of South India was established in Vijayawada. With all its 

inherent features and natural resources,  

 

                         Krishna District is still continuing as the leader in dairying, maintaining 

International Standards, and won ISO 9001:2000 and HACCP certification-for its Milk Products 

Factory. The present turnover of the union business is around Rs.120 Crores.  

Cattle are the backbone of Agriculture and plays a major role in all agricultural operations from 

the time of ERUWAKA (Inaugurations of tilling operation) to the time of SANKRANTHI when 

the crop is harvested and shifted to the houses of the farmers.  

Dairy occupies 2nd place in earning livelihood next to agriculture in Krishna district, as the cattle 

wealth in this district is more. The dairy development union after changing different mgt systems 

is now stepping into cooperative sector to help the small and backward farmers by making them 

members of the union.  

                     Krishna district with its charge area claims notable place in agricultural activities. It 

is a long time aptitude for the agricultural formers to possess dairy cattle along with cattle far 

agriculture.  

                 This aspect has drawn the attention of the officials of UNICEF, FAO and government 

of India. After analyzing the dairy prospects, they expressed the view that there could be bright 

future for dairy scheme in Krishna district. Accordingly a survey was undertaken to explore that 

market for  

surplus milk in 1960-61. This marks the first step in development the dairy industry in the state.  
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Plants 

 Operating in India 

 Dairy Plants  

Number  Capacity  

(000’Lt/day)  

Cooperative  2123  28394  

Private  403  32415  

Others  63  12170  

Total  678  72979  
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Company Profile 

 

                     Creamline Dairy Products Limited (CDPL) is a leading Private Dairy player in 

Southern India with its operations spanning across Telangana, Andhra Pradesh, Tamilnadu, 

Karnataka and Nagpur in Maharashtra. Its products are sold under the brand name 

`CREAMLINE’. Since inception in 1986, the company has been growing consistently under the 

visionary leadership of Promoter Directors, an efficient Operating team and the unrelenting 

efforts of committed workforce.The company has excellent infrastructure at strategic locations 

comprising of 34 Milk Chilling Centers, 8 Associate Milk Chilling Centers. 84 Bulk Milk 

Cooling units, 6 Composite Dairy Plants and one state of the art milk powder plant at Ongole. 

While all the dairies are ISO 22000 certified, the powder plant also has a certification from 

Export Inspection Agency qualifying the `CREAMLINE’ products for exports. The combined 

processing capacity of milk & milk products is 9.76 LLPD which includes 1.50 LLPD of drying 
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facility at Ongole, A.P. The company markets its products through a well laid distribution 

network comprising of distributors, agents, parlors and exclusive franchise outlets. More than 

5000 agents currently sell the milk and milk products of Creamline. Its cultured milk products 

consisting of Curd, Lassi and Butter Milk has, within a short span of time, captured a significant 

market share and enjoys a high brand equity amongst the consumers. CDPL constantly 

endeavors to delight its customer ranging from household to HORECA and prestigious 

institutions with its quality of products and continuous innovation. The company achieved a 

turnover of 1000 plus crore in the FY 2016-2017. 

CDPL became a subsidiary of M/s Godrej Agrovet Limited, the largest manufacturer of animal 

feed in the country, after having acquired a majority stake of more than 51% equity in December 

2015. CDPL is now strategically positioned to fully leverage the potential and function as an end 

to end provider in the entire agri value chain. The company has chalked out ambitious growth 

plans both organic and inorganic, while also expanding its product portfolio with people 

Creamline Entered the Milk Market in 1991-92:  

               We faltered on our quarterly repayments to SFC and they came to seal our 

premises,says Reddy. The promoters salvaged the situation by raising some money pledging 

family jewels.Just when it seemed they were sinking into a bottomless pit, the Narasimha Rao 

government introduced economic reforms in the country in late 1991. With deregulation coming 

into force, Creamline suddenly felt shackles coming off them and opportunities opening up.  

               Creamline entered the milk market, and started selling CREAMLINE milk in pouches. 

They advertised in local papers and sought subscribers for direct home delivery.There was good 

response. We received about 169 calls on the first Sunday we placed an ad in a Telugu paper. 

The next day we personally visited all the households and took their subscriptions. In a month’s 

time we had about 500 subscribers for 1 liter milk daily,” says Reddy. Creamline milk was 

priced on par with government brand Vijaya at Rs.6 per 1 liter packet. For customers who were 

annoyed with the rude behavior of milk agents of Vijaya, the private player was a welcome 

option that they were willing to check out.Within 6 months, their supply grew to 1600 liters 

daily. “As our subscription base started expanding exponentially, our milk procurement levels 

also went up,” says Reddy.The company looked for ways to increase its procurement. Two 

directors were in touch with cattle owners. They supplied them with seed to grow grass for their 

cattle and did everything possible to increase the productivity at the sourcing level.Unable to 
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meet the demand from existing sources, they entered into an agreement with the Cooperative 

Dairy of Guntur, which was supplying good quality buffalo milk to Vijaya.They paid Re. 1 more 

per liter than what Vijaya paid them. We procured 5000 liters of milk daily from them, and then 

gradually increased the quantity. By 1994 we were procuring around 30,000 liters from Guntur. 

5000 liters only was coming from other sources,” Reddy reveals.   
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Their turnover touched Rs.32 crores in 1994 from a mere Rs.32 lakh in 1991. But a fresh crisis 

hit the company in this period when the Guntur Cooperative stopped supplying milk giving them 

a week’s notice, allegedly under pressure from VIjaya.“The government dairy became insecure. 

They were losing their market share to us and we were buying milk from their source. Some 

people created panic among their employees that they would soon lose their jobs if we were 

allowed to grow. Their employees even struck work on this issue,” says Reddy.Since over 80 

percent of the milk was coming from Guntur, Creamline’s operations were hit hard. “We were in 

turmoil. Since we could not procure milk from any of the cooperative dairies in AP, we brought 

milk from faraway places like Madurai in Tamil Nadu and Jalgaon in Maharashtra.”Their milk 

quality suffered, as the mixture of cow milk from Madurai and buffalo milk from Jalgaon 

affected the milk’s color, flavor and odor. They had to deal with customer complaints, while 

straining every nerve to maintain supplies.Creamline handles 6 lakh liters of milk daily in 120 

chilling centers and 7 processing plantsIn adversity, they came up with a master strategy to find a 

permanent solution to the problem. They identified five enterprising employees from dairy 

cooperatives in Guntur and Prakasam districts and through them established five chilling 

centers.Both Creamline and the five new entrepreneurs invested in the initiative. They also got 

bank loan. Soon, farmers started supplying them with milk. Within a year all five chilling centers 

became operational, and they had 50,000 liters of milk supply daily.“We worked really hard to 

set up the plants in record time,” says Reddy, who says that at one point in desperation they had 

begged Vijaya to enter into a deal with them.“We went to Vijaya and met their chairman and 

MD and begged them. We said we would not procure milk directly from farmers. We were 

willing to buy milk from Vijaya, even at a higher price, but they did not listen to us.  

Creamline has grown into a conglomerate with 1200 employees, handling 6 lakh liters of milk 

daily in 120 chilling centers, and 7 processing plants. It has a marketing presence in all southern 

states.Reddy is quite modest about his accomplishment, and sits in a simple office in Hyderabad.  
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Similar Private Companies By Industry:  

Company Name Region  

A.V. Thomas and Co. Ltd. Asia  

Aachi Masala Foods (P) Ltd. Asia  

Aap Ki Pasand Tea Private Limited Asia  

Abhay Cotex Private Limited Asia  

Adinath Agro Processed Foods Pvt. Ltd. Asia  

Most Searched Private Companies:  

Company Name Geographic Region  

Lawyers Committee for Civil Rights Under Law United States  

The Advertising Council, Inc. United States  

Tax Management Inc United States  

John F. Kennedy Center For The Performing Arts United States  

International Monetary Fund United States  

Making our Mark in Dairy:  

                  In December 2015, we made our foray into the dairy business, acquiring a majority 

stake in Creamline Dairy Products Limited. We sell milk and milk-based products under the 

brand name "CREAMLINE". With an aggregate processing capacity of about 1.36 million litres 

per day and 119 chilling centres, we have a formidable presence in the southern states of 

Telangana, Andhra Pradesh, Tamil Nadu, Karnataka and parts of Maharashtra. We also operate 

our own dedicated dairy parlours across major cities.We aim to create significant value by 

developing successful brands and add more value-added products to our current portfolio.We 

have a wide range of offerings, right from homogenised to specialized. An excellent innovation 

in the category is Enrich D, a premium offering of milk fortified with Vitamin D. Our strong 

commitment to 100% quality, food safety, consumer health and good manufacturing   

 

                Practices ensures that our brand of milk has consistently great brand recall among our 

consumersf a government ayurvedic doctor, who is still proud of his middle class roots.A 

socially conscious person, the 53-year-old entrepreneur had been with Rotary, Round Table, and 

was chairman of the Andhra Pradesh Association of Deaf and Dumb from 1995 – 2005.Reddy 

has a son, who is doing his masters in engineering, and a daughter who is in class 12.  
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              More than 6500 agents currently sell the milk and milk products of Creamline. Its 

cultured milk products consisting of Curd, Lassi and Butter Milk has, within a short span of time, 

captured a significant market share and enjoys a high brand equity amongst the consumers.  

CDPL constantly endeavors to delight its customer ranging from household to HORECA and 

prestigious institutions with its quality of products and continuous innovation.  

The company has chalked out ambitious growth plans both organic and inorganic, while also 

expanding its product portfolio with more value added products. 

  

Competitors:  

Model milk  

Vijaya milk  

Sangam  

Thirumala  

Hatsun  

Heritage  

Sri chakr 
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Theoretical Frame Work 

Theoretical frame work of employee grievance 

Grievance generally arise from the day to day working relations in an undertaking, usually a 

worker or trade union protest against an act of management that is considered to violate workers 

rights. 

Grievances typically arise on promotion, demotions and transfer, rights deriving  from seniority, 

rights of supervisors and union officers, job classification problems, the relationship of work 

rules to the collective agreement and the fulfillment of obligations relating to safety and health as 

laid down in the agreement. 

Grievance is a complaint about on organizational polices, procedure or managerial practices or 

discomfort. Grievance is any discontent or dissatisfaction that affects organizational 

performance. As such it can be started or unvoiced, written or oral, legitimate or ridiculous. If the 

dissatisfaction of employees’ goes unattended or the conditions causing it are not corrected, the 

irritation is likely to increase lead to unfavourable attidude towards the management and 

unhealthy relations in the organization. The term grievance is used to designate claims by 

workers of a trade union concerning their individual contract of employment, law, regulating, 

work rules, customer or usage. Such claims involve questions relating to the interpretation or 

application of the rules. 

In Other Words Of Grievances 

             In fact the grievance is always an individual problem but when causes of the grievance 

affect several employees of an organization and the problem is taken up by the union it become 

ans dispute. 

            A grievance must be related with company outside source which are beyond the control 

of the company do not constitute grievance. 

             The term grievance varies from company the interpretation. The terms would include 

any discontent or dissatisfaction which affects the organization relations and performance . As 

such grievance can be real or imaginary written or real, legitimate or illegitimate. 
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Definitions 

         According to jucius a grievance is “any discontent or dissatisfaction whether expressed or 

not, whether valid or not , arising out of anything connected with the company which a employee 

thinks, believes or even feels to be unfair, unjust. 

        According to Dale S. beach grievance is any dissatisfaction or feeling injustice in 

connection with one’s employment situation that is brought to the attention of management. 

           According to Richard P. Calhoon  “A grievance is defined as anything that an employee 

thinks or feel is wrong, generally accompanied by an active disturbing feeling”. 

⮚ Discipline 

        A process for handling an employee who is not meets the expected standards of 

performance or behavior. 

⮚ Conflict 

        A process that begins when one party perceives that another party has negatively affected 

something that frist  party cares about. Misunderstanding of other person. 

⮚ Dispute 

         Different opinions between management and workers in the terms of employment, wage 

discrimination finally starts strikes, lockouts. 

⮚ Medication 

        Medication is a voluntary process where by a third party who is dependent aids the parties 

in dispute to discuss their concerns with the aim of reaching an agreement of possible. 

⮚ Companion 

       Companion is a workplace colleague or a trade union representative. 

⮚ Informal Discussion 

        It is a round discussion with the parties to the complaint / conflict, whereby resolution to 

the issues is attempted through a conversation which is led by one of the parties. 

⮚ Conflict Coaching 
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        Support from an accredited coach to either staff or manager that assists the individual in 

resolving conflict informally themselves. 

Grievance in Government of India 

          The Department of Administrative Reforms and employee Grievance is the chief 

coordinating agency for redress of employee grievance arising from the work of saffron micro 

system. 

            According to the allocation of Business Rules 1961 the main functions of the 

Departement in the sphere of redress of employee grievance are as follows : 

Policy and coordination of issues relating to : 

1) Redress of employee Grievances in general 

2)  Grievance pertaining to central government Agencies 

 

     The role of co-ordination consists mainly in laying down broad policy guidelines for the 

institutionalization of grievance redress system in each organization. The department is 

thus not engaged in the substantive redress of grievances, which arises out of the working 

of innumerable agencies of the government organizations throughoutthe country. Since 

most grievance arise at field level, their actual redress has necessarily to come from 

agencies functioning at the local level which are fully conversant with the subject matter of 

grievance related to their respective field of activity. 

 

        The grievance received in the department of Administrative Reforms and employee 

Grievance are, therefore, forworded after scrutiny to the Ministries and Department 

concerned and other organizations of government for appropriate action. However, 

considering serious nature of grievances certain grievances are taken up by this 

Department for close  monitoring until their final disposal by the department concerned. 

Grievance Procedure 

     The grievance procedure is a three step management review process whereby employees may 

address matters associated with their employment in accordance with the procedures set 
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forth in this standard practice and his/her concerns in writing to the next level of 

supervision . 

 

1.Time Standards 

          Time limits set fourth for filling and appealing grievance s, must be strictly followed by 

the grievant. Mutually agreeable adjustments in the tie period for holding a review 

meeting and in issuing an answer may be made to the unavailability of a necessary 

party. The grievance is considered settled on the basis of the last answer if the grievant 

fails to appear at a scheduled review meeting or does not appeal on timely basis. 

            

         When both parties in a formal grievance process request it, the time clock on the 

grievance procedure may be stopped for a time period satisfactory to both parties to 

allow for a good faith attempt to resolve the conflict or disagreement  through 

medication. 

2 . Modification 

                       The progression from Steps 1 through 3 (see attached procedures ) may be 

modified by the university by reducing the number of steps for grievance resolution where the 

origin of the grievance, the operational unit involved, or the content and scope of the grievance 

in addition, at the option of the grievant, the grievance may begin at a level above the supervisor 

involved if the grievance alleges unlawful discrimination by such supervisor.  

Assistance in Review Mettings 

                      An employee may select any individual (expect an employee who is included in a 

university collective bargaining unit or the  grievant’s  immediate  supervisor ) to assist in the 

review meetings   at Steps 2 and  3 . If the assistant is a university employee, the assistant will 

not lose time or pay for attending meetings held during the assistant’s normal working hours. 

No Loss of Time or Pay 
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                      An employees attendance at a grievance review meeting held during normal 

working hours shall be  with pay. Any other time spent in formulation or preparing  a grievance 

shall be done outside the regular work scheduled and shall be without compensation. 

 

 

Discipline  Grievances 

        Grievances concerning discharge , disciplinary layoff, a written reprimand in lieu of a 

disciplinary layoff, alleged sex harassment or alleged unlawful discrimination will begin at Step 

3. 

University Grievance Review Committee 

                   The university Grievance Review Committee may explore the context in which the 

grievance occurred and consider other remedies. When one or more members of the committee 

do not agree with the grievance answer proposed by the operating unit, the member(s)  may  

present concerns to the appropriate Executive Officer or designed for review. 

Limits On Financial Reimbursement 

                   Except as otherwise specifically provided , university liability for back wages or 

other financial reimbursement is limited to the period  of 30 calendar days prior to the 

university’s  knowledge of the facts brought to the university’s attention through this procedure. 

Forms of Grievance  

Factual: 

                 A factual grievance arises when legitimate needs of employees remain unfulfilled. 

E.g. Wage hike has been agreed but not implemented citing various reasons. 

Imaginary: 

             When the employee’s dissatisfaction is not because of any valid reason but because of a 

wrong perception, wrong attitude or wrong information he has. Such a situation may create an 
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imaginary grievance. Through management is not at fault in such instances, still it has to clear 

the ‘fog’ immediately. 

Disguised: 

               An employee may have dissatisfaction  for reasons that are unknown to himself. If 

he/she  under pressure from family , friends, relatives ,neighbors , he/she may reach the work 

spot with a heavy heart. If new recruit  gets a new table and almiah , this may become an eyesore 

to other employees who have not been treated likewise previously. 

Impact of Grievance  

⮚ Low production and productivity due to lack of commitment. 

⮚ Low quality of production due to lack of motivation. 

⮚ Higher cost of production due to increased wastage. 

⮚ Increased absenteeism turnover due to dissatisfaction. 

⮚ Increase in frequency of accident due to mental disturbances. 

⮚ Decrease in morale. 

⮚ Determination In superior-subordinate relationship. 

⮚ Increase in instances of indiscipline and increase in industrial disputes. 

Causes of Grievance 

 Grievance may arise due to following reasons  

1) Grievance arising out of working condition: 

❖ Poor pyshycal condition on work place. 

❖ Very tight production standards. 

❖ Non availability of proper tools and mechines. 

❖ Unplanned in schedule and procedure. 

❖ Failure to maintain to proper discipline. 

❖ Mismatch of the worker with the job. 

❖ Poor relationship with the supervisior. 

2) Grievance arising from management policy 
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❖ Wage rates and method of wage payment. 

❖ Over time and incentive scheme. 

❖ Seniority. 

❖ Transfer. 

❖ Promotion, demotion and discharge. 

❖ Lack of opportunities for career growth. 

❖ Penalty imposed for miscounduct. 

❖ Leave. 

❖ Hostility towards trade union. 

3) Grievance arising from alleged violation of 

❖ The collective bargaining agreement. 

❖ Company rules and regulations. 

❖ Past practice. 

❖ Central and state laws. 

❖ Responsibilities of management. 

4) Grievance arising from out of personal  

❖ Over ambition. 

❖ Excessive self- esteem. 

❖ Impractial attitude in life. 

Effects of Grievance 

The effects are the following 

On the production : 

✔ Low quality of production. 

✔ Low productivity. 

✔ Increase in the wastage of material, spoilage/leakage of machinery. 

✔ Increase in the cost of production for unit. 

  On the employees: 

✔ Increase in the rate of absenteeism and turnover. 
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✔ Reduction in the level of commitment, sincerity and punctuality. 

✔ Increase in the incidence of accidents. 

✔ Reduction in the level of employee morale. 

  On the managers: 

✔ Strained superior-subordinate  relations. 

✔ Increase in the degree of supervision and control. 

✔ Increase in indiscipline cases. 

✔ Increase in unrest and thereby machinery to maintain  industrial peace. 

Grievance Identification Techniques / Methods 

The following methods can help the employer to identify the grievances: 

1. Directive Observation: 

Knowledge of human behavior is requisite quality of every good manager. From  the changed 

behavior of employees, he should able to snuff the cause of grievances. This he  can do without 

its knowledge to the employee. This method will give general pattern  of grievances. In addition 

to normal routine, periodic interviews with employees, group meetings and collective bargaining 

are the specific occasions where direct observation can help in unfolding the grievances. 

 

2. Grip Boxes: 

The boxes (like suggestion boxes) are placed at easily accessible spots to mc employees in the 

organization. The employees can file anonymous complaints abo their dissatisfaction in these 

boxes. Due to anonymity, the fear of managerial action avoided. Moreover management's 

interest is also limited to the free and fair views  of employees. 

3. Open Door Policy: 

Most democratic by nature, the policy is preached most but practiced very rarely Indian 

organizations. But this method will be more useful in absence of an effective grievance 

procedure; otherwise the organization will do well to have grievance procedure. Open door 
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policy demands that the employees, even at the lowest rank should have access to the chief 

executive to get his grievances redressed. 

4. Exit Interview 

Higher employee turnover is a problem of every organization. Employees leave the organization 

either due to dissatisfaction or for better prospects. Exit interviews may b conducted to know the 

reason for leaving the job. Properly conducted exit interviews can provide significant 

information about the strengths and weakness of the organization and can pave way for further 

improving management polices for its laborforce. 

Grievance Resolve Techniques: 

The following steps provide a measure of guidance to the manager dealing with grievances 

1. Timely Action: 

The first and foremost requisite in grievance handling is to nettle them immediately as and when 

they arise. Or say, grievances need to be nipped in the bud. Sooner the grievance is settled, lesser 

will be its effects on employees' performance. This requires the first line supervisors be trained 

in recognizing and handling a grievance properly and promptly. 

2. Accepting the Grievance: 

The supervisor should try to recognize and accept the employee grievance as and when it is 

expressed. It must be noted that acceptance does not necessarily mean agreeing with the 

grievance, it simply shows the willingness of the supervisor to look into the complaint 

objectively and dispassionately to deal with the grievance. Evidences suggest that more the 

supervisor shows his or her concern for the employees, lesser is the number of grievances raised 

by the employees. 

3. Identifying the Problem: 

The grievance expressed by the employee maybe at times simply emotionally, over-toned, 

imaginary or vague. The supervisor, therefore, needs to identify or diagnose the problem stated 

by the employee. 
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4. Collecting the Facts: 

Once the problem is identified as a real problem, the supervisor should, then, collect all the 

relevant facts and proofs relating to the grievance. The facts so collected need to be separated 

from the opinions and feelings to avoid distortions of the facts. It is useful to main in the facts for 

future use and when these are required. 

5. Analyzing the cause of the Grievance: 

Having collected all the facts and figures relating to the grievance, the next step involved in the 

grievance procedure is to establish and analyze the cause that led to grievance The analysis of the 

cause will involve studying various aspects of the grievance such as the employees past history, 

frequency of the occurrence, management practices, union practices, etc. Identification of the 

cause of the grievance helps the management take corrective measures to settle the grievance and 

also to prevent its recurrence. 

6. Taking Decision: 

In order  to take the best decision to handle the grievance, alternative courses of actions are 

worked out. These are, then, evaluated in view of their consequences on the aggrieved employee, 

the union and the management. Finally, a decision is taken which is best suited to the given 

situation in the organization, Such decision should serve as a precedent both within the 

department and the organization. 

7. Implementing the Decision: 

             The decision, whatsoever taken, must be immediately  communicated to the employee  

also implemented by the competent authority. McGregor's "Hot-stove Rule" should be strictly 

followed while implementing the decision. The decision, thus, implemented should also be 

reviewed to know whether the grievance has been satisfactorily resolved or not. 

In case, it is not resolved, the supervisor once again needs to go back to the whole procedure step 

by step to find out an appropriate decision or solution to resolve the grievance. However, if the 

grievance is not resolved at the internal level, the grievance is, then, referred to an arbitrator who 
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is acceptable to the employee as well as the management. The arbitrator follows a quasi-judicial 

process where both the parties present evidence. 

Based on the evidences so produced, the matter is cross-examined in trend-bare. The arbitrator 

then thinks, applies his mind and arrives at a decision. The decision taken by arbitrator is final 

and binding on both the parties. 

Model Grievance Procedure: 

                 The model grievance procedure suggested by the national commission on labor 

involves six successive time-bound steps each leading to the case of dissatisfaction. The 

aggrieved worker in first instance will approach the foreman and tell him of his grievance. The 

foreman has to redress his grievance and if the worker is not satisfied with this redresses, he can 

approach the supervisor 

Grievance procedure in industrial relations process through which disagreements between the 

individual workers and management may be settled, typical grievances may include the 

promotion of one worker over another who has seniority, disputes over holiday pay, and 

problems related to worker discipline. 

Grievance procedures are a significant issue in collective bargaining agreements in much of 

Europe and the United States. They usually detail a series of steps open to the worker, beginning 

with discussion between the foreman and the union steward and going up the line until a 

settlement has been reached. The final step in the United States is usually arbitration; in some 

European countries the grievance case may finally be appealed to a labor court. 

                 In other countries, where issues other than the resolution of grievances have 

consistently been more important, grievance procedures have not been formalized. In several 

Latin American Countries, for example, currency inflation has tended to concentrate the unions' 

attention almost welly on wage increases, with the result that workers' complaints are usually 

resolved through informal procedures 

                   The existence of formal procedures is no guarantee that an individual's grievance will 

be resolved Japan, though grievance procedures modeled alter the U.S. example is a part of most 

collective agreements, tradition tends to inhibit an individual from registering a personal 
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grievance. Instead items are brought up in a general way by union leaders at regular negotiating 

sessions. 

Grievance Administration: 

Grievances should be registered and looted regardless of whether they were received in writing 

or verbally. The complainant should receive an acknowledgement of the receipt of the complaint 

within a prescribed and Reasonable time frame, preferably in writing Lodging grievance should 

not incur any cost to the complainant. Generally, the Client should allow for flexibility and make 

sure that grievances are not dismissed on grounds of an administrative formality and/or 

procedure, A simple database is often useful to manage and monitor grievances. Good practice in 

to log all grievances, even recurrent ones or grievances that will eventually be dismissed as 

unreasonable. Regardless of the actual establishment of such a database, Typically 

documentation on grievances keeps track of: 

✔ The name and contact details of the complainant, If appropriate; 

The date and nature of the complaint; 

✔ The name of the technical staff charged with addressing the complaint, if appropriate; 

✔ Any follow up actions taken: 

✔ The proposed resolution of the complaint; 

✔ How and when relevant Project decisions were communicated to complainant; and 

✔ Whether longer term management actions have been taken to avoid the recurrence of 

similar grievances in the future, if applicable, A sample grievance form and database are 

provided in Appendices I and 2. 

The following indicative timeframe can be used as a guideline for most projects, both for 

workers and communities' grievances: 

● Written acknowledgement of receipt of the grievance within 7 days of receiving the 

grievance; 
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● Proposed resolution: within 30 days of receiving the grievance 

● Keeping a profile of those who lodge a grievance could prove useful in terms of knowing 

who and where is most affected by potentially negative impacts of the project. So data 

such as gender, age, location, could be gathered. However, it is paramount that those 

who wish to register a grievance can remain anonymous and should feel free to give as 

little personal information as they wish. 

 Grievance Handling Procedure 

                  The formal mechanism for dealing with such worker's dissatisfaction is called 

grievance procedure. All companies whether unionized or not should have established and 

known grievance methods of processing grievances. The primary value of grievance procedure is 

that it can ass minimizing discontent and dissatisfaction that may have adverse effects on 

cooperation and productivity. A grievance procedure is necessary in large organization which 

has numerous personnel and many levels with the result that the manager is unable to keep a 

check on each individual, or be involved in every aspect of working of the small organization. 
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Stages of Handling Machinery: 

 

1. Initial Level at Which Grievance Occurs: 

The greatest opportunity to redress a grievance is to resolve it at the initial level at which occurs. 

A worker's grievance should be resolved by their immediate boss, the first-line supervisor The 

first stage of the procedure usually involves three persons the aggrieved employee, his immediate 

boss and the union representative. 

It is possible to involve the union in laying down the framework of the grievance procedure and 

thereafter restrain union involvement in the actual process, at least in the first two stages, 

Supervisory role needs to be strengthened, with appropriate training in problem solving skills, 

grievance handling, and counseling. 
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2. Intermediate Stage 

          If the dispute is not redressed at the initial state at supervisor level, it is usually referred to 

the head of the concerned department. It is important that the management assumes prime 

responsibility for the settlement of a grievance. At the intermediate level, grievance can be 

settled with or without union involvement 

3. Organization Level:  

               If a grievance is not settled at  the intermediate level also, it can be referred to the top 

management. Usually, a person of a level not less than the general manager designated for the 

purpose directly  handles the issue. At this level, it is very difficult to reconcile the conflicting  

interests. 

4. Third-Party Mediation: 

              If the grievance has not been settled bilaterally within the organization, it goes to a third 

party for mediation. Arbitration or adjudication or the matter may  even be referred to a labor 

court. At this stage, the parties concerned lose control over the way the grievance is settled In 

case of mediation (conciliation or arbitration), the mediator has no authority to decide, but in 

case of the labor court or an adjudicator, the decision will be binding on the parties, subject to 

statutory provisions for appeal to higher courts. 

               At any stage of the grievance machinery, the dispute must be handled by some 

members of the management. In grievance redress, responsibility lies Entirely with the 

management. And, as already discussed, grievances should be settled promptly at the first stage 

itself. 

Essential Prerequisites of a Grievance Procedure 

Conformity with Statutory Provisions:  

             Due consideration must be given to the prevailing legislation while designing the 

grievance handling procedure . 
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Unambiguity:  Every aspect of the grievance handling procedure should be clear and 

unambiguous. All employees should know whom to approach first when they have a grievance, 

whether the complaint should be written or oral, the maximum time in which the redresses is 

assured, etc. The redressing official should also know the limits within which he can take the 

required action. 

Simplicity:     The grievance handling procedure should be promptly handled and necessary 

action must be taken immediately. This is good for both the employee and management, because 

if the wrong door is punished late, it may affect the morale of other employees as well. 

Training:     The supervisors and the union representatives should be properly trained in all 

aspects of grievance handling before had or else it will complicate the problem 

Follow up:   The personnel department should keep track of the effectiveness and the 

functioning of grievance handling procedure and make necessary changes to improve it from 

time to time. 

 What is a "Closed" Grievance? 

                  Typically, a grievance is "closed" when a resolution satisfactory to both parties has 

been reached. In certain situations, however, the Client may "close" a grievance even if the 

complainant is not satisfied with the outcome. This could be the case, for example, if the 

complainant is unable to substantiate a grievance, or if there is an obvious speculative or 

fraudulent attempt. In such situations, the Client's efforts to investigate the complaint and to 

arrive at a conclusion should be well documented and the complainant advised of the situation 

Clients (or contractors working for Chinese) should not dismiss grievances based on a cursory 

review and close them in their grievance record unless the complainant has been notified and had 

the opportunity to provide additional information. 
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 Features 

⮚ A grievance refers to any form of discontent or dissatisfaction with any aspect of the 

organization 

⮚ The dissatisfaction must arrive out of employment and not due to personal or family 

problems 

⮚ The discontent can arise out of real or imaginary reasons 

⮚ When the employee feels that injustice has been done to him, he has a grievance. 

⮚ The reasons for such feeling may be valid or invalid, legitimate or irrational justifiable or 

ridiculous. 

⮚ The discontent may be voiced or unvoiced. But must find expression in some form 

However discontent per se is not a grievance 

Initially, the employee may complain orally or in writing. If this is not looked into promptly the 

employees feel a sense of lack of justice. 

Benefits of having Grievance Handling Procedure: 

● The grievance procedure provides a means for identifying practices, procedures for 

identifying practices procedures, and administrative policies that are causing employee 

complaints so that changes can be considered. 

● They reduce costly employment suits. 

● A grievance procedure A grievance procedure allows managers to establish a uniform 

labor policy. 

● A grievance system can be a reliable mechanism to learn of, and resolve employee 

dissatisfaction It can produce early settlements to disputes or provide for correction of 

contested employment issues.  

● It saves s employers time and money as solution are found for workplace problems. 

● It helps build in organizational climate based on openness and trust. 
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Chapter V 

DATA ANALYSI 
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  Data Analysis  

Employment conditions in jersey dairy? 

Table : 5.1 

Response No. of respondenses % of respondents 

Yes 30 67 

No 15 33 

Total 45 100 

 

Chart: 5.1 

 

Interpretation: 

 From the above table it is observed that out of 45 respondents 67% of the workers respond Yes, 

33% of the workers say no to the present Working conditions . 
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Communication and Coordination with Your Superiors in Organization? 

Table: 5.2 

Responses No. of Respondent % of Respondent 

Yes 40 89 

No 5 11 

Total 45 100 

 

Chart:5.2 

 

Interpretation: 

           From the above table it is observed that out of 45 respondents 89% of the workers respond 

yes, 11% of the workers say no to the communication and coordination with supervisors 

properly. 
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Satisfy with Safety Measures in Your Organization? 

Table: 5.3 

Responses No. of Respondent % of Respondent 

Yes 36 80 

No 9 20 

Total 45 100 

 

Chart: 5.3 

s  

Interpretation: 

            From the above table it is observed that out of 45 respondents 80% of the workers 

respond yes, 20% of the workers not satisfy with the safety measures in organization properly. 
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Present Grievance Handling Policy of Your Organization is Effective 

Table: 5.4 

Responses No. of Respondent %of Respondent 

Agree 15 33 

Neutral 10 22 

Strongly agree 5 11 

Disagree 7 16 

Strongly disagree 8 18 

Total 45 100 

Chart: 5.4

 

Interpretation: 

    From the above table it is observed that out of 45 respondents 11% of the workers respond 

strongly agree, 33% of the workers agree the present policy, 22% people are neutral, 16% 

workers are disagree,18% is  strongly disagree . 
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Working Environment Facility (resting facility, sanitary condition, ventilation 

and lighting, water facilities )? 

Table: 5.5 

Responses No. of Respondent %of Respondent 

Good 13 29 

Very good 15 33 

Poor 7 16 

Satisfactory 10 22 

Very poor 0 0 

Total 45 100 

Chart: 5.5

Interpretation: 

From the above table it is observed that out of 45 respondents 29% of the workers respond for 

good, 33% of the workers are respond for very good facilities, 16% workers agree poor, 22% 

workers have opinion that management is provide satisfactory with facilities for properly. 
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When Meetings Should be Conducted at Your Company 

Table: 5.6 

Reponses No. of Respondent %of Respondent 

Working time 28 62 

Rest time 17 38 

Holidays 0 0 

Total 45 100 

 

Chart: 5.6 

 

Interpretation: 

From the above table it is observed that out of 45 respondents 62% of the workers respond for 

the working time, 38% of the workers agree the rest time, no one can agree the holidays. 
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You Comfortable with the Policies and Administrative Practices of the 

Company? 

Table: 5.7 

Responses No. of Respondent %of Respondent 

Fully comfortable 23 51 

Slightly comfortable 15 33 

Not comfortable 7 16 

Total 45 100 

.  

Chart: 5.7 

 

Interpretation: 

From the above table it is observed that out of 45 respondents 51% of the workers  are respond 

fully comfortable, 33% of the workers agree the slightly comfortable, 16% workers have opinion 

that not  comfortable. 
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Level of Satisfaction with the Promotion, Demotions, Transfers in 

Organization? 

Table: 5.8 

Responses No. of Respondent %of Respondent 

Satisfied 20 44 

Highly satisfied 5 11 

Dissatisfied 10 22 

Highly dissatisfied 3 7 

neutral 7 16 

Total 45 100 

Chart: 5.8 

Interpretation: 

From the above table it is observed that out of 45 respondents 44% of the workers are satisfied, 

11% of the workers are highly satisfied, 22% of the workers are dissatisfied, 7% workers have 

opinion is highly dissatisfied,16%of workers is neutral 
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Superior Respond to Your Grievance in Specify Time Limit? 

Table : 5.9 

Responses No. of Respondent %of Respondent 

A)    Yes 28 63 

B)    No 0 0 

Some extent 12 27 

Total 45 100 

Chart: 5.9 

 

 

Interpretation: 

From the above table it is observed that out of 45 respondents 63% of the workers respond for 

yes, 23% of the workers agree the  some extent. 
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Satisfied with the management decision regarding your Grievance? 

Table: 5.10 

Responses No. of Respondent %of Respondent 

Strongly agree 10 22 

Agree 22 49 

Neutral 7 16 

Disagree 6 13 

Strongly disagree 0 0 

Totally 45 100 

 

Chart: 5.10 

Interpretation:  From the above table it is observed that out of 45 respondents 22% of the 

workers respond strongly agree, 49% of the workers agree the response, 16% are neutral, 

13%workers have opinion that disagree properly. 
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Top Management Appreciate Your Quality Work Knowledge and  Skills? 

Table: 5.11 

Responses No. of Respondent %of Respondent 

Recognized 32 71 

Not recognized 13 29 

Total 45 100 

 

Chart: 5.11 

 

Interpretation: 

From the above table it is observed that out of 45 respondents 71% of the workers response is 

recognized, 29% of the workers agree for not recognizing 
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The Grievance Redressal Procedure Followed in Your Organization? 

Table: 5.12 

Responses No. of Respondent %of Respondent 

Fully known 3 7 

Slightly known 15 33 

No awareness 27 60 

Total 45 100 

 

 

Table: 5.12 

 

Interpretation: 

From the above table it is observed that out of 45 respondents 7% of the workers respond fully 

known, 33% of the workers slightly known,  60%workers have no awareness properly. 
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Aware of the Weekly/Monthly Meetings of the Various Committees which are 

being held ? 

Table: 5.13 

Responses No. of Respondent %of Respondent 

Yes 32 71 

No 13 29 

Total 45 100 

 

Chart: 5.13 

 

Interpretation: 

From the above table it is observed that out of 45respondents 71% of the workers respond yes, 

29% of the workers say no properly. 
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 Grievance Kept Confidential ? 

Table: 5.14 

Responses No. of respondents %of respondents 

Highly confidential 28 62 

Not confidential 17 38 

Total 45 100 

 

Chart: 5.14 

 

Interpretation: 

         From the above table it is observed that out of 45 respondents 62% of the workers feel 

highly confidential, 38% of the workers feel this is not confidential. 
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The Company Take Your Suggestions to Redress the Problem 

Table: 5.15 

Responses No. of respondents %of respondents 

Not at all 0 0 

Rarely 20 44 

Often 8 18 

Very often 10 22 

Very rare 7 16 

Total 45 100 

Chart: 5.15 

 

Interpretation: 

From the above table it is observed that out of 45 respondents 44% of the workers choose rarely, 
18% of the workers agree the often,  22%  of the workers choose very often,16%w  of the 
workers are very rare. 
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Chapter VI 

FINDINGS AND SUGGESTIONS 
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Findings: 

  

▪ Above Half of the respondents are satisfied with the employment conditions. 
▪ Above half of respondents satisfied with the communication and coordination with their 

superiors. 
▪ Above half of the workers satisfy with the safety measures. 
▪ Above half of respondents are aware of the various committees that are framed for 

redressing their grievance 

▪ Half of the below of respondents are strongly agreeing with the grievance policy in 
jersey dairy. 

▪ Half of the below is respondents say very good working environment facility in jersey 
dairy 

▪ Above half of the respondents say that the meetings should be conducted in working 
time. 

▪ Above half of the respondents say that they are comfortable with the company polices. 
▪ Above half of the respondents say that superiors respond to their grievance on time. 
▪ Half of the below is respondents are strongly satisfied with their management decision. 
▪  Above half of the respondents are aware of weekly/monthly meetings of the various 

committees which are being held. 
▪ Above half of the respondents say that grievances are kept confidential.  
▪ Half of the below is respondents say that the company rarely takes suggestions to redress 

the problems.  
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 Suggestions: 

⮚ Employees participation, suggestions and ideas need to be encouraged by supervisor 
which will motivate the employees and will result in higher level of job satisfaction. 

⮚ Avoid the discrepancies in handling the grievance procedure, equal importance to give 
every employee. Don't show the partiality. 

⮚ A system of suggestion box can be implemented which will facilitate the employees to 
give their suggestion to improve the organization and performance of employees. 

⮚  Counseling of employees needs to be done periodically which will help the organization 
to know the problems of employees and to solve them which will increase the job 
satisfaction as well as increase the efficiency of employees. 
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Conclusion: 

          Employee's grievance is one of the prime reasons for the employees performance, solving 
the employee's grievance will lead to job satisfaction and increase the efficiency of the employee 
which will benefit both employees as well as organization 

Grievance management is a major challenge in the company since the expectation of employees 
is increasing with changing life style. Employees have high expectation for company it is not 
possible to fulfill all their expectation but major of their expectation can be fulfilled. It can be 
observed that employees are satisfied with most of welfare, medical, safety facility provided by 
the company. Company is giving benefits as per the various enactment of labor law but there is 
still scope for improvement, which will benefit both organizations. 
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Name : ………………………………….                                 Gender: …………………………. 

Age: ………………………………………                         Occupation: ………………………….   

     1) Do you know the employment conditions in your organization ? 

          A) yes 

          B) No                                                                                                                                (     )  

     2) How many years of agreement   with your organization? 

            A) 1 

             B) 2 

             C) 3                                                                                                                             (      ) 

     3) Do you have  good communication and coordination with your superiors ? 

              A) Yes 

               B) No                                                                                                                        (      ) 

     4) Do you have   good safety  measures  in your organization ? 

               A) Yes 

               B) No                                                                                                                       (      ) 

5) Do you feel that present Grievance handling policy of your organization is effective? 

A) Agree 

B) Neutral  

C) Strongly agree 

D) Disagree 

E) Strongly disagree                                                                                                  (       ) 

6) How is your working environment facility (resting facility, sanitary condition, ventilation 

and lighting, water facilities )? 
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A) Good 

B) Very good 

C) Poor 

D) Satisfactory 

E) Very poor                                                                                                                  (     )    

 

7) When meetings should be conducted  at your company? 

A) Working time 

B) Rest time  

C) Holidays                                                                                                                   (     ) 

 

      8) How management does communicating to you? 

            A) Aggressively 

            B) Friendly 

            C) cordially                                                                                                                     (     ) 

       9) Are you comfortable with the policies and administrative practices of the        

            Company? 

A) Fully comfortable 

B) Slightly comfortable 

C) Not comfortable                                                                                                    (      ) 

  10) Your level of satisfaction with the promotion, demotions, transfers in 

              Organization? 

              A) Satisfied 

              B) Highly satisfied 

              C) Dissatisfied 

              D) Highly dissatisfied 
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              E) neutral                                                                                                                  {      } 

       11) Does  your immediate superior respond to your grievance in specify time  

           Limit? 

A) Yes 

B) No 

C) Some extent                                                                                                       (      ) 

       12) Are there discrepancies in handling the grievances in the organization? 

             A) Always 

             B) Some times 

             C) Never                                                                                                                   (      ) 

       13) Are  you satisfied with the management decision regarding your  

              Grievance? 

A) Strongly agree 

B) Agree 

C) Neutral 

D) Disagree 

E) Strongly disagree                                                                                              (       ) 

        14) Does the top management appreciate your quality work knowledge and  

                Skills? 

A) Recognized 

B) Not recognized                                                                                                      (     )                                                                                                                       

        15) Are you aware of the grievance redressal procedure followed in your 

               Organization? 
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A) Fully known 

B) Slightly known 

C) No awareness                                                                                                    (      ) 

        16) Are you aware of the weekly/monthly meetings of the various       

              Committees which are being held?      

A) Yes 

B) No                                                                                                                  (       ) 

         17) Are the matters relevant to the grievance kept confidential? 

                  A) Highly confidential 

                   B) Not kept confidential                                                                                       (       ) 

         18) Does the company take your suggestions to redress the problem? 

                     A) Not at all 

                     B) Rarely 

                     C) Often 

                     D) Very often 

                      E) Very rare                                                                                                     (        ) 
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INTRODUCTION 
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1.1 Introduction: 

Employee Retention involves taking measures to encourage employees to remain in the 

organization for the maximum period of time. Employee retention is beneficial for the 

organization as well as the employee. 

Definition : 

 It is a process in which the employees are encouraged to remain with the organization for the 

maximum period of time or until the completion of the project.  

                                                                                   -John e. Sheridan 

 

Effective employee retention is a systematic effort by employers to create and foster an 

environment that encourages current employees to remain employed, by having policies and 

practices in place that address their diverse needs. 

 Retention of key employees is critical to the long-term health and success of any organization. It 

is a known fact that retaining the best employees ensures customer satisfaction , increased 

product sales, satisfied colleagues and reporting staff, effective succession planning, and deeply 

embedded organizational knowledge and learning. 
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1.2 Need for the study : 

Employee retention concentrates the individuals sticking in an organization for a longer time are 

more loyal towards the management and the organization. employee retention practices helps to 

support an organization productivity. 

                 Every organization strive for more productivity and this organization is one of leading 

organizations in this sector. Hence employee retention is an appropriate tool to improve 

employee and organization productivity. 
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1.3 Objectives of the study : 

➢ To study about the employee retention strategies  in Kwality feeds. 

➢ To ascertain the problems of the employee in the organization. 

➢  To analyze various challenges faced by the organization in retaining its employees. 

➢  To suggest appropriate strategies to retain the employees. 
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1.4 Scope of the study : 

➢ The covers various factors which influence on the employee retention. 

➢ The study identifies the overall satisfaction of the employees. 

➢ This study is to make one realize and understand the significance of employee retention. 
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 1.5 Research Methodology : 

 Research methodology is the description, explanation and justification of various 

methods of conducting research. It is used to collect information and data for making business 

decisions. 

Source of Data Collection: 

          Sample method is used for data collection. The types of data collected were 

● Primary Data 

● Secondary Data  

Primary data: 

  Primary data collected directly, primary data means which collected for the first time 

and it is original in character. Primary data can be collected in Human research by their basic 

methods like survey basing on questionnaire, Observations on working environment. 

Secondary data: 

Secondary data is those which have already been collected by someone else. Secondary 

has been collected from company records, text books, magazines and other journals websites etc. 

Sample size and design : 

A sample of 58 people are selected by using  Simple random sampling  

Data Analysis:  

Data analysis is represented by  column chart. 

Questionnaire: 

Data  was  collected  from  workers  who were working  in the  organization  and by taking  

interviews  from employees working  in Administration related departments. 
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1.6 Limitations of the study :  

➢ The first and foremost limitations of the study is the sample size i.e., 58 

➢ The time is not sufficient for doing study because the study is conducted in 45 days only. 

➢  The study was purely based on the information given by the employees and there are 

chances for gave wrong data. 

➢  Some employed are illiterate and may not be able to fill up the questionnaire themselves. 

 

 

 

 
 
                                        
 

 

 

 

 



 

 

 

 

 

 

 

CHAPTER II 

INDUSTRY PROFILE 
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Culture of aquatic animals especially fish culture has undergone a dramatic worldwide 

growth in the last few years. The aquaculture industry is the fastest growing food production 

industry in the world and approximately 50% of all fish consumed by humans is from 

aquaculture (Thorarinsdottir et. al., 2011). Nutrition plays a vital role in improving animal 

productivity (Jacob and Raj, 1987). Understanding about the nutritional requirements and 

production of fish feed is essential to the development and sustainability of aquaculture as the 

industry has matured. Prepared or artificial diets may be either complete or supplemental. 

Complete diets supply all the ingredients, Protein (18%-50%), Lipid (10%-25%), Carbohydrate 

(15%-20%), Ash (<8.5%), Phosphorus (<1.5%), Water (<10%), and trace amount of vitamins 

and minerals necessary for the optimal health and growth of the fish (Craig and Helfrich, 2002). 

Nutritionally complete feeds should be used when fish are reared in high destiny indoor systems 

or confined in cages and cannot forage freely on natural foods or natural foods are absent or 

where natural foods only make a small contribution to nutrition. When substantial amounts of 

natural productivity are available, supplemental feeds (incomplete, partial) don’t need to contain 

all essential nutrients and are intended only to help fortify the natural foods with extra potential, 

carbohydrate and lipid in the culture. 

Feeds can be farm-made single component feeds like Rice bran oil or Mustard oil cake to 

commercial feeds. Kitchen wastes may also be considered as one of the types of farm-made 

feeds produced economically for a small scale culture venture. Farm-made feeds or on-farm 

feeds consists of one or more artificial and/or natural ingredients produced for a particular 

farming activity and not for any commercial purpose. Mixtures of ingredients subjected to some 

form of processing (simple mixing, grinding, and cooking) done on-farm or in small processing 

plants are generally regarded as farm-made feeds and are often used in small-scale semi-

intensive aquaculture practices. Commercial feeds are formulated and manufactured from a 

homogenous mixer of several ingredients, in various proportions that ensure precise quality 

targets in terms size and texture, stability and nutritional composition at a highly competitive 

price. Commercial complete feeds are used usually in intensive and semi-intensive practices. 

Some Feeds are formulated with antibiotics for treatment of vibriosis, and other bacterial 

infections are sometimes called medicated feeds. 
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Feed types: 

Feeds can be produced entire by steam processing, producing compacted, pressure-pelleted 

(sinking) feeds; or by extrusion, which produces expanded floating or buoyant feeds. 

1. Floating Feeds 

2. Sinking Feeds 

Floating feeds 

  In general floating feeds offer numerous advantages over their sinking counterparts. Raw 

materials are propelled by screws along the barrel of the extruder machine to cook the material s 

at 120-175 degree C for about 30 seconds. The homogenous cooked mixture is forced through a 

die at high pressure. The material expands because of pressure difference. Floating feeds are 

more digestible as a result of cooking process and the heat and pressure deactivate destructive 

enzymes as well. Increased starch gelatinization helps the feed to be more stable in water by 

disintegrating less quickly that gives enough time to the fish to take the meal completely. 

Moreover, the farmer can directly observing the feeding intensity of his fish and adjust feeding 

rates accordingly determining whether feedings are too low or too high is in important in 

maximizing fish growth and feed use efficiency. Another side effect is that farmers can visually 

monitor the health condition of the reared fish as they come to the surface to take feed. 

In contrast, floating feed can be detrimental with respect to consumption by competitors and 

some fish species. 

 

Sinking feeds 

 Sinking feeds are solid feed pellets that submerged during application. Bottom feeder 

shrimp, for example, prefer sinking pellets(density greater than that of water, 1 g/cm3) and will 

not accept a floating feed (Craig and Helfrich,2002). The farmer cannot always estimate feeding 

rates properly in relation to the biomass present in his pond and feeling whether too low or too 

high than the actual requirement. It cause lower weight gain in a particular age and enlarge the 

culture period when feeding rate is low. In the other hand, overfeeding causes subsequent loss of 

feed supplied as well as deteriorating water quality that may results in a number of problems. 
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Feed Ingredients: 

 Wide ranges of ingredients are used in preparation of aqua feeds. They include aquatic 

and terrestrial plants(Duckweeds, Azolla, Water Hyacinth, etc.), aquatic animals (Snails, 

Clams,etc.) and terrestrial-based live feeds(Silkworm Larvae, Maggots, etc.),plant or grain 

processing products and byproducts (De-oiled Cakes and Meals, Beans, Grains and Brans) and 

animal-processing and by-products (Meat and Bone Meal, Blood Meal, Feather Meal, etc.). 

ingredients used commonly as sources of protein, carbohydrate and fat.  

Nutrient Ingredient Used 

Protein Fish Meal, Dry Fish, Soybean Meal, Meat and Bone Meal, Rape Seed 

Cake, Mustard Oil Cake, Soy Protein Concentrate, Blood Meal, Krill 

Meal, Maize Gluten.  

Carbohydrate Rice Polish, Maize, Flours, Wheat Meal, Extruded gelatinized starch. 

Fat Fish Oil, Vegetable Oil,  Crude Oil, Full Fat Soybean. 

 

A wide variety of additives are used that would have position effects on growth and feed 

conversion without causing bacterial resistance to fully utilize valuable raw materials in feed 

pellets. 

 

Feed production:  

Production of feed includes two major steps as feed formulation and processing or preparation. 

Formulation 

Feed formulation is the process of quantifying the proportion of ingredients to be put together, to 

form a single uniform mixture or pellet that will provide all the nutritional requirements of the 

target fish. It is a central operation in feed production, ensuring that feed ingredients are 

economically used for optimum growth of reared spices. It requires a good expertise in fish 

biology and nutrition along with a deep knowledge about feed ingredients and their roles. Most 

large scale fish farmers depend on commercial feed mills for their feeds, to obviate the need to 

do their own formulations or fees preparation. It is therefore essential that formulation are 

accurate, to ensure that cultured fish are not adversely affected. Feed formulation is a science and 
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art at a time, requiring knowledge of feed and fish in view of economic aspects when using 

formulae. Feed Formulation can be done in two major steps as: 

 1. Ingredient selection and restrictions and  

2. Identification of nutritional specifications. 

Processing of Feed 

 Grinding 

 Mixing 

 Conditioning 

 Pelleting 

 Drying 

 Packaging 

Feed Characteristics: 

• Flavor and Taste 

• Color and Buoyancy 

• Sound  

• Size and Pellets 

Global aqua feed 

Increasing Demand for Fish and Fish- Based Products is expected to Drive the Aqua Feed 

Market 

With the globally increasing demand for fish and fish-based products, the compound feed 

demand in the aquatic animal food industry is also expected to increase. The growth is 

particularly high in emerging countries, such as China, India, and Brazil, owing to the increasing 

income levels due to expanding the middle class and increasing demand for seafood in these 

countries. The Asia-Pacific market, though accounts for a significant share in the overall market, 

is relatively unexplored, owing to the low level of organizing in the industry. 

The world’s aqua feed business is highly fragmented, and global players, like Cargill compete 

with a lot of regional feed producers. Around 35% of the aqua feed market is divided among four 

global companies, none of which has more than a 12% market share. 
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Asia-Pacific Region is the Largest Market for Aqua Feed 

The aquaculture business is centered in Asia, particularly, in China. The region accounts for 

more than one-third of the world aquaculture production, by volume. China alone comprised 

more than 50% of the global fish production. Besides China, the region is also home to major 

producers, such as India, Vietnam, and Thailand. The aqua feed industry in this region is driven 

by factors, such as increasing fish consumption and growth in the processed seafood industry, 

owing to rise in middle-class incomes in developing countries. 

 

Increasing Costs of Raw Material is Expected to Weigh on the Growth of the 

Market 

The demand for high-quality aqua feed from the industry, owing to growth in the aquaculture 

industry, has elicited the increase in consumption of compound feed and feed additives. The feed 

availability has become a critical issue for the aqua feed industry. With the growing global 

population and a corresponding rise in a food shortage, the industry is facing severe pressure in 

procuring raw feed, such as fish meal and fish oil, which are very crucial for manufacturing aqua 

feed and the growth of the aquaculture industry. Feed acids, antioxidants, and vitamins are 

mainly extracted from natural sources, such as seeds, tree barks, and plant leaves. The rising 

costs of extraction from these sources, coupled with stringent regulations over waste biomaterials 

and wastewater treatment, have a limiting effect on the global market. Oceans are tapped out, 

and the environmental regulations surrounding the wild, marine or inland fisheries has made it 

difficult to procure raw materials, such as fish meal and fish oil for feed. Prices are expected to 

soar owing to increasing demand, and adversely affect the aqua feed market. Regulatory issues 

are the biggest constraints for the feed industry. 

 

Stringent Regulations in Developed Countries is Expected to Restrain the 

Market Growth 

The animal feed production comes under feedstuff regulations in most countries. The regulatory 

framework is getting increasingly strict, such as the ones in 2006 in European Union and in 2009 

in the United States, where, the ban on the use of antibiotics, as growth promoters in animals, 

was seen. Many countries, including China, Thailand, and Vietnam that export fish to Europe 
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and the United States do not have such regulations against antibiotics or animal proteins usage in 

animals or feeds. Such disparities in regulations have adverse effects on the global fish and aqua 

feed trade, especially between developed and developing economies. The feed and feed additive 

producers are required to follow strict regulations related to regional and national health and 

safety, for gaining product approval in the developed nations. These regulations ultimately affect 

the cost of the final product. Such regulatory initiatives are posing challenges for existing feed 

products, and increasing the price of new feed development. 

Major Players:  Nutriad International NV, Biomar A/S and Aller Aqua A/S amongst others. 

Recent Developments in the Market 

Epicore, a company operating in the North American and South American aquaculture market 

with specialization in the manufacture of larval feed and probiotics, was acquired by Neovia. 

Reasons to Purchase this Report: 

• Provides latest insights into the Global Aqua Feed industry 

• Studies on the region expected to witness the fastest growth during the forecast period 

• Identifies the latest developments, market shares, and strategies employed by the major 

market players 

• Analyzes the market scenario with the help of Porter’s Five Forces Analysis 

• Analysis of the impact of regulations in developed countries on the aqua feed industry 

• 3-month analyst support, along with the Market Estimate Sheet in excel 

Report Customization and Benefits: 

• This report can be customized to meet the desired requirements. Please connect with our 

analyst, who will ensure you get a report that suits your needs 

India Aqua Feed – Market Share 

INDIA - With seafood production growing at the rate of four per cent per annum since 2012, 

India’s aquaculture feed demand is to touch 7 million tonnes by 2017-18. 

This was said in a report released by Yes Bank at the Global Grain & Global Feed event held in 

Pune recently. 

As per an estimate, currently, India’s aqua feed consumption is around 1 million tonnes and 

assuming on an average 1.5 feed conversation ratio (industry standards), the demand for aqua 

feed comes to around 7 million tonnes by 2017-18, the report said. 
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India’s seafood production was recorded at 9 million tonnes in 2012-13 and due to rapid changes 

in shrimp and fish farming, production capacities for modern feed has gradually gone up to 2.88 

million tonnes during 2013-14. 

India has around 26 aqua feed mills spread across the country. However, their production 

capacities are only 43.4 per cent with a total production of 1.25 million tonnes. 

To meet the requirement, India imports more than half of the requirements from other countries, 

so there is huge scope in aqua feed. 

With the introduction of vannamei shrimp, the cultured shrimp production is growing at 16 per 

cent. 

The demand from shrimp will drive the growth of the aqua feed industry at five to six per cent 

annually. 

The feed demand only from shrimp and fresh water shrimp is around 1 million tonnes. 

India currently has 13 feed mills that can produce modern feed for the shrimp sector with a 

production capacity of 1.33 million tonnes. 

On fish feed, the current installed capacity is 1.55 million tonnes. The total feed production for 

shrimp and fish stands at 572,000 tonnes and 684,000 tonnes respectively, the report adds. 

Shrimp production growth has driven consumption growth by 13 per cent between 2007-08 and 

2012-13 reaching almost 300,000 tonnes in 2013-14. 

Disease outbreaks remain one of the major risks affecting the growth of the aquaculture feed 

industry. 

Freshwater fish feed demand has grown rapidly, driven by the growth in the freshwater fish 

segment in India. 

Current freshwater fish feed production is estimated at 0.7 million tonnes and significant 

investment has gone into the creation of capacities. It is expected that the demand for fresh water 

fish feed is expected to grow at five to six per cent in the near term. 

Emphasising on emerging markets for aqua feed, the report said that current market players and 

feed mill investors are looking for market diversification options to increase feed capacity 

utilization. 

Currently, Andhra Pradesh constitutes the major share in the domestic market, accounting for 

feed sales at almost 60,000 tonnes per month followed by other states with below 5000 tonnes 

sale a month. 
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After 2008 many aqua feed mills have started manufacturing floating/pellet feeds for the farming 

of freshwater fish. 

Cheaper feed ingredients like deoiled rice bran, wheat bran, cottonseed cake and groundnut cake 

are extensively used in freshwater aquaculture. Both conventional and non-conventional feed 

ingredients are used in feed formulation for shrimps. Feed ingredients like fishmeal, squid meal, 

lecithin, cereal flour and other essential and propriety additives and fish oil are also used in 

prawn and shrimp feed formulations. 

Freshwater fish are fed with farm made feeds which consists of a mixture of rice bran, wheat 

bran and oilseed cakes, the report said. 

Globally, the aqua feed market has witnessed an exponential growth owing to factors such as 

growing consumption of seafood and growth of the aquaculture industry as a whole. India along 

with US, China and Brazil are the leading aqua feed producers across the world. 

The report also said that Asia Pacific is the largest market for aqua feed consumption, 

contributing to over 70 per cent of the overall consumption. 

An Altech-2015 Global Feed survey stated that the world has produced an estimated 41 million 

tonnes of aqua feed during the last year. With Asia Pacific and China as one of the leading 

consumer and producers of aqua feed. 

 New technologies from all over the world.The feeding industry is one of the main 

industry which will able to influence the growth of Indian economy ithasa scopeto improve their 

activities and enhance the rate of growth in the competitive markets oifweob serve the scope of 

feeding industry all over the world china, Pakistan, Japan, Taiwana replying a well role when 

comparing with our country so our country has always showing interest to import the methods 

and strategies which they are following and what are  strategies they are implementing to 

enhance their capacity of production and which type of technology can able to give the 

maximum level of output with high quality  by  considering all their thing our country  is 

importing. There are favorable situations are rising to improve our industrial performance which 

are operating within the feeding industry is a an evergreen business when comparing with other 

industries. Because the food processing items the fish feed will have demand always so their 

feeding industry are automatically helping to the country in the setting of economy  

development  by contributing their share of amount in the name of taxes, revenues, purchases, 

policies social activities etc. The fish feed manufacturing technology developed by HONyoung 
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developmentco, has been successfully operation by the more than40fishfeed,feed mills in the 

world in the developing updating technology to be in the always in the most advanced and 

leading position in the died of fish feed manufacturing. Here is the processing description of 

which it is operation formulas and operation parameter. 

 

Introduction 

 It is appropriate to start by identifying just who and what the animal feed industry while 

there are various ways to produce feeds for livestock, there broad production and delivery 

systems involved where farmerstake in feed to assist them in producing their livestock product 

be that dairy or been cattle, chickens, laying hens, pigs, rabbits, goats and sheep or fish. They  

are: 

• Commercial operation producing feed for sale; 

• Integrated operation where large pigor poultry producers in particulars produce their own 

feedstuffs; 

• Co-operative operations where farmer jointly own the feed millor production plant 

that produces the feed they use. 

There are the sectors that the International Feed Industry Federation(IFIF) represents 

though it’s national feed Association members. Unfortunately, the vast majority of countries 

does not have Feed Associations and are therefore not represented by IFIF which also represent 

suppliers to the Feed Trade, including machinery and raw material producers. 

             For a start the same livestock are fed the same research and trial results are used 

to determine what animals need In order to maximize their demotic potential; the same feed 

formulation software is used to provide least-cost diets in order to remain competitive in the 

market place. And finally the same manufacturing technology is used the same equipment and 

most often the same raw materials. What makes the Industry different and why it is that 

numerous feed mills are maintained within countries is the different cultures and skills that are 

brought to the business of making feed. Today, fewer than 3800 feed mills manufacture more 

than 80 percent of the world’s industrial feed. Despite the strong tends of vertical of vertical 

integration and consolidation within the industry. The world‘s 10 largest feed manufactures 

produce less than 65 million tons per year less than 11 percent of global feed output. So the 

global feed industry still remains broadly based with many local and regional commercial feed 
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companies as well as specialized firm. The European feed manufacturers federation (FEFAC) 

calculated that its members in the European Union which produce some 120million of 

compounded feed annually, accounts for approximately a quarter of all feed consumed by 

livestock in western Europe.Calculating feed production from a livestock base produces a figure 

of  approximately 1000million annually. However, IFF’s best estimate and supported by Feed 

International magazine figures suggests that annual compound feeds production is in the order 

off 600 million. Ten countries produce more than 60 percent of the world’s total industrial feed, 

while 50 countries produce more than 90 percent of the total. Manufactured feeds for poultry is  

the greatest proportion of tonnage. Next as pig followed by cattle feeds, which are mainly 

concentrates for dairy cows. Feeds products for fish and crustaceans accounts for14 million and 

is growing. In 1999, global per capital feed use was 98kg per year, down on the peak of 105kg  

during 1995/1996t this figure modulates depending on improved or declining economic 

conditions. This brief introduction helps put IFIF and the compound feed production system in 

context with total live stone feeding. 

Protein: 

Protein is the key building block for feed formulation systems and the international trade 

in protein materials is central to the industry’s success no matter where production is carried 

out. Without this trade, the industry would not have the ability to formulate correctly and it 

would not be what it is today. And respective populations would save less choice and poorer 

diets as a consequence. Yet with all the modern day sophistication in trade, transportation, 

handling, formulation and delivery systems that gets products to livestock growers on a just-in-

time basis, protein sources are now in trouble. 
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TABLE: 

GLOBALPOPULATION,FEEDMANUFACTUREANDPER 

CAPITAL

USEYEA

R 

(MILLIO

NTONS) 

POPULATION 

FEEDUSE 

MANUFACTURED 

FEED 

PER CAPITA 

(BILLIONS)       

(KG/PERTON) 

1975 4.1 290 71 

1980 4.5 370 82 

1985 4.9 440 90 

1990 5.3 537 101 

1995 5.6 590 105 

1996 5.7 597 105 

1997 5.8 605 104 

1998 5.9 575 97 

1990 6.0 586 98 

2000 6.1 591 97 

2001 6.2 597 96 

 

 

Source Feed international 2010 world feed panorama survey (2010 data).Protein oil seed meals 

Soybean meal for example account for 75percent of all protein used in compounded livestock 

ration worldwide. 

There is an on going debate and campaign to reject genetically modified organisms from 

livestock diets.The livestock feed sector will have to join this debate and win if it is to have 

Genetically Modified(GMO)Developments in the future which will improve the production and 

add nutritional that are acceptable to the sophisticated western consumer. It is the affluent west 
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European consumer that is gaining the attention of policy make in Brussels, and what the 

European Union does seems to persuade other of the issues. 

Rendered Animal products Meat and  bone meal,  along time traditional ingredient and 

richsource of aminoacids and mineral in livestock feeds worldwide, is banned in the European 

Union this is due to the Bovine Spongiform Encephalopathy (BSE) crisis and the link to the new 

Variant Creutzfeldt-Jakob Disease (VCJD)in humans. 

Fish meal this inability of current testing procedures to distinguish animal by products now 

being produced the under new processing procedures from fishmeal, has to fish meal being 

included in the overall animal protein ban. There is also an underlying concern over dioxin 

levels in fishmeal. 

There are other source of protein, but from industry of view. These are the Big Three Within oil 

meals, soybean dominates as a protein source.  

All three proteins are key components in commercially produced livestock ration in all 

countries, and all these proteins are traded globally. It is the raw materials that travel to the areas 

in the livestock, that will consume them, are being farmed. 

Feedmills in general, are located need the centers of livestock production and seldom does 

complete feed cross national borders or travel far from the  point of manufacture. Feed 

concentrates on the other hand-where the protein contentor the micro ingredients are expensive 

and require careful formulation may be trade internationally and over greater distance, but the 

volumes in comparison to complete feeds is minute. 

 

Yet the industry often feel that government do not see the importance of the trade in the 

feed raw materials as part of the food production systems. With protein sources facing crisis and 

projection putting world population on target to reach nine billion by 2050, it timely for FAO to 

set up this Expert Consultation. There are two key reasons why the industry should take more 

than a passing interest in protein sources: 

It is part of today‘s food Chain What consumers say, What they believe about the feed industry 

and how it goes about Its business will Effect the livelihood of all involved, and What happens 

in the one country can have a dramatic on the operation of the feed industry in another. 

These are the companies which are acting like a feed manufacturing industry in the India 

and our state. Actually the development of their feeding industry will be having an evergreen 
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opportunity because some of the countries like chain Taiwan. Pakistan, India they are playing a 

well role in the maintenance of feeding industry so India has a maximum scope to improve the 

level of performance in the process of producing a qualified feed so the customer gets good 

results by the usage of new and updated technology while in the production process. The above 

organizations are contributing their maximum level of efficiency to improve the quality in the 

production and they are showing their interest to enhance themselves and also for the helps of 

country in the process of making the economy into a proper track. Because the calculation of 

economy will be dependent on the revenues in the country in the name of taxes from 

companies. 

 

Swot Analysis of The Feed Industry: 

Strengths : 

• Indian feed industry is the second largest producer of feed in the world after china. 

• The sector has a potential to make the country to be self reliant in this highly sensitive 

essential commodity of mass consumption.100.23billion to the raw material suppliers in 

the financial year 2006. 

• Annual tax contribution to exchequer Rs.15 billion annually. 

• Provides direct employment including ancillary activities to near about 0.5 million 

workers. 

• It also supports the downstream industries by providing the raw material. 

• This sector have been the focal point of socio economic of the rural India. 

• Strong government policies as it come under essential of mass consumption. 

Weaknesses: 

• Capacity leads to the decrease in production and losses. 

• Lack of most of the Co-operative feed industries in India. 

• Most of the feed factories are more than 30year old and still using the old 

technology low installed production professionalism. 

Opportunities: 

• Huge potential to increase the productivity of qualified products. 

• High value of By-products for downstream industries. 
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• Technology upgradation, new advance technology available for the by- product 

utilization. 

Threats: 

Quality of soil deteriorates due to over use of fertilizer and pesticide to increase productivity 

yield. By this sector is vulnerable to political interest observing the above SWOT analysis we 

able to know what type of role the feeding industry in India is playing and how effectively it is 

improving the rate of performance by implementing the new strategies will in the production 

process and also in  importing  the new type of technologies which are invented by other 

countries how are playing already will role in the same feeding industry   and from them we are 

importing the existed technology which will helps to improve our present position of 

performance. 

Strengths are showing a favorable position to the industry and some of the weaknesses also there 

in the name of threats if the organization will be able to utilize their available resource in a 

effective way then their weaknesses are becomes like a opportunities for them and proper 

utilization of the opportunity gives a great success for the organization in the competitive 

business environment. 

Problems of Feedindustry: 

Inspite of showing phenomenal increase in production, Indian FEED Industry has been 

facing serious problem which need immediate attention. The important problems are: 

• Shortage of raw material. 

• Problems of modernization. 

• Tax Burdens. 

• Excessive levy control. 

• Improper utilizations of by-production. 

• Harvesting. 

 

Other Problems: 

• Competition. 

• Inadequate finance. 

• Shortage of fuel and frequent power cuts. 



21 
 

• Lack of proper transportation facilities. 

• Uneconomic size of FEED production units. 

• Over production. 

There are the problem facing the feed industry if the management will to control these problems 

and the threat the organizational opportunities will comes in to the under control of the 

management. People then path of the industry will be runs into a proper way which lead to reach 

the vision of the company in the name of success. 

 

Some of The Organizations Which Are Operating In The Industry: 
 

Southern India:  

Andhrapradesh: 

Adonis Proteins feeds 

Andhra Pradesh Dairy Dev Cooperative Federation Ltd 

Baha’i Foods & Feeds Ltd 

Baha’i poultry& Cattle Feed(P)Ltd 

Coromandel Agro products &Oil Ltd 

Crown Aqua Feed (P)Ltd 

Essen Enterprises 

GP Cotton &Oil products Ltd 

Godrej Grover Ltd 

Gold Mohr Feeds & feeds Ltd (Hindustan lever) 

Guntur Dist Cooperative Milk produces’ Union Ltd 

Hajj Mohamed Husain Traders 

Hindustan Livestock Feeds 

Janice Feeds Private Ltd 

Quality Feeds Private Ltd 

Marked feed Mixing Plant 

Nadia Agro-VetIndustries PrivateLtd 

Pasha Feeds 

Saptagiri Feeds 
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Sri Satya Sai Chemical &Feeds(P)Ltd 

Srinivasa  poultry&Cattle Feeds Private Ltd 

Kerala: 

Government of Kerala 

Higashimaru Feeds (India)Ltd 

Kerala Cooperative milk Marketing Federations Ltd 

Kerala Trading Corporation 

KeyenceFeeds (P) Ltd 

PrimaAgro production Ltd 

Vijayfeeds &farm Tonus (P) Ltd 

Pondicherry: 

Government of Pondicherry 

Pondicherry Cooperative Milk Producers Union Ltd 

Tamilnadu: 

AVMC battle & poultry Feed Mfg Industries 

AmazingAgro Export Ltd 

Annam feeds Ltd 

Arafat &Arafat Associates 

Coimbatore chemicals & Fertilizers Ltd 

Feeds India Godrej Agrovet Ltd 

 



 
 
 
 
 
 
 
 
 
 
 
 
 

 

 

 

CHAPTER III 
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About company: 

Kwality Feeds Ltd was established in the year 1993 with the objective of becoming preferred aqua 
feed supplier to the developing aquaculture industry in India. In the year 2005 it has revolutionized 
the Indian aquaculture by introducing high performance extruded floating fish feeds. 

 

Company Mission: 

To provide healthy and sustainable growth for customers by creating innovative feed solutions to 
develop aquaculture. 

 

Company Values: 

Respect Courage Innovation Execution Openness 

We act with 
integrity based 
on mutual trust 
and recognize 
the inherent 
value of all 
people and the 
environment. 

We like 
challenges and 
take measured 
risks. We drive 
change and 
improvement. 
We strive for 
being winners. 

We seek 
opportunities and 
strive for 
innovative 
business 
solutions 
internally and 
externally on 
behalf of our 
customers. 

Based on skills 
and insights we 
act and get 
things done .We 
value personal 
responsibility 
and initiative. 

We work with 
others in an 
open and 
inclusive way. 
We are reliable 
and trust 
worthy .We 
work and act 
global. 

 
Process overview: 

The Kwality fish feed production secures the right nutritional ingredients in the finished product 

together with the physical criteria’s linked to the different Kwality products. 

The main ingredients are marine raw materials, vegetable raw materials and other ingredients such 

as starch, pigment, vitamins and minerals. 

The Kwality plants do have advanced operating systems and the process is controlled from a 

central control room from where process data are monitored. 
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Raw Materials 

 
Process 

Dry raw material storage 

The dry raw materials are mainly stored in silos to keep the ingredients cool and dry. 

Oil storage 

The oil fish oil and vegetable oil are stored in storage tanks. 

Dry powder dosing 

The dry ingredients are dosed from dosing silos down into a batch scale according to recipe. 
Grinding 

To secure a homogenous product even in the smallest products it is necessary to grind the products. 

The equipment used is hammer mills. 

Mixing 

To be sure of a homogenous product the batch is mixed in a mixer. 

Extrusion  

The dry powder is transferred to the extruder where water steam and mechanical energy are 

transferred to the product. The temperature at the end of the extruder increases to 115 to 120 °C . 
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The high temperature and the mechanical work melt the starch. In the extrusion process the powder 

becomes a high viscose liquid. Passing the dies at the end of the extruder the product expands due 

to the pressure drop at the dies. The microstructure in the pellet is formed by this expansion and 

makes space for further oil dosing. 
Drying 

The water added into the extruder is removed by drying. The pellets are dried in dryers with a 

drying time from 40 to 90 minutes. The product temperature drops from 90 °C to about 50 °C in 

the drying process. 

Coating of oil 

In most of the feed recipes oil is added to the pellets. The dried pellets are coated with oil in a 

batch vacuum coater. 

Cooling 

To secure and stabilize the products the products are cooled to room temperature. 

Bagging 

After cooling the product is sifted and taken out in 25 to 50 kg bags. 
Overview Of Manufacturing Process 

 
 

Products: 

Kwality Feeds brings a new generation of efficient Floating Fish feeds which help achieve the best 

possible total economic performance in your fish farm. Our concept optimizes the feed to a targeted 

performance in terms of Feed Conversion Ratio and Growth Rate without depending on particular 

raw materials. It supplies the digestible energy needed for maintenance and the targeted growth 

performance at each stage in the fish life cycle. It delivers an adequate amount of digestible 

proteins with the right amino-acid profile in order to enable the fish to fully utilize its growth 

potential. It provides the vitamins, minerals, and other micronutrients necessary for growth and 

development. Utilizing advanced optimization tools and the results through research and trials our 

team of product developers can efficiently match the nutritional requirements of the fish at each 

individual growth stage. 
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Benefits of Kwality Floating fish Feed 

• Eco Friendly 

• Low Feed Conversion Ratio 

• High Growth Rate 

• Higher Biomass 

• Highly Palatable 

• Easy Feeding Management 

• Optimum Water Quality 

• Low Mortality Rate 

• Higher Immunity 
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Feed Composition 
Product 
Code 

Protein % 
(min) 

Fat % 
(min) 

Fibre % 
(min) 

Moisture % 
(max) 

Energy 
(Kcal) 

203 20 3 7 11 2300 

243 24 3 7 11 2500 

283 28 3 6 11 2800 

304 30 4 6 11 3000 

326 32 6 6 11 3400 

 

Resources:  

 

Water Quality in Fresh Water Aquaculture: 

 
The major water quality factors that are important in freshwater aquaculture systems and methods 

to monitor them are described in this publication. Water quality determines not only how well fish 

will grow in an aquaculture operation, but whether or not they survive. Fish influence water quality 

through processes like nitrogen metabolism and respiration. Knowledge of testing procedures and 

interpretation of results are important to the fish farmer. 

Some water quality factors are more likely to be involved with fish losses such as dissolved 

oxygen, temperature, and ammonia. Others, such as pH, alkalinity, hardness and clarity affect fish, 

but usually are not directly toxic. Each water quality factor interacts with and influences other 

parameters, sometimes in complex ways. What may be toxic and cause mortalities in one situation, 

can be harmless in another. The importance of each factor, the determination method and 
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frequency of monitoring depends upon the type and rearing intensity of the production system 

used. 

Water Quality Parameters in Fresh Water Aquaculture 
Water Depth 5-6 Feet 

Ph 7-8.5 

Dissolved Oxygen 3-10 PPM 

Carbon Dioxide 1-10PPM 

Alkalinity (Total) 80-100PPM 

Ammonia 0.1 PPM ( Max 0.5 PPM) 

Hydrogen Sulphide 0.01 PPM (Max 0.03 PPM) 

Salinity < 2PPT 

Plankton >1 ml/ 50L 

Temperature 

All biological and chemical processes in an aquaculture operation are influenced by temperature. 

Fish adjust their body temperature and metabolic rate by moving into cooler or warmer water. 

Each species has a preferred or optimum temperature range where it grows best. At temperatures 

above or below optimum, fish growth is reduced. Mortalities may occur at extreme temperatures. 

Dissolved Oxygen 

The minimum dissolved oxygen (DO) level that fish can safely tolerate depends upon temperature 

and to a certain extent the species. Volubility of oxygen increases as temperature decreases. In 

ponds, DO can change dramatically over a 24 hour period. During the day oxygen is produced by 

photosynthesis, the process by which green plants convert water and carbon dioxide in the presence 

of light, to oxygen and carbohydrates. During the night and day oxygen is consumed by respiration, 

the process by which plants and animals use oxygen to produce carbon dioxide as they burn 

carbohydrates, but in the day photosynthesis usually produces more oxygen than is used. 

Typically, oxygen levels are lowest just before dawn and highest in the late afternoon. 

DO in a culture system must be maintained above levels considered stressful to fish. Warmwater 

fish (species that grow best at temperatures above 25°C) can tolerate lower DO concentrations 

than Coldwater fish (species that grow best at temperatures below 15°C). As a rule of thumb, DO 

should be maintained above 3.0 ppm (parts per million; frequently used interchangeably with 

milligrams per litre, mg/L) and 5.0 ppm for warm and Coldwater fish, respectively. Prolonged 

exposure to low, nonlethal levels of DO constitutes a chronic stress and will cause fish to stop 
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feeding, reduce their ability to convert ingested food into fish flesh, and make them more 

susceptible to disease. Intensive fish production in ponds, cages, flow-through, and recirculating 

systems requires aeration or oxygenation to maintain DO at safe levels. 

Nitrogenous Wastes 

Most fish and freshwater invertebrates excrete ammonia as their principle nitrogenous waste. 

Analytical methods are used to determine total ammonia-nitrogen (TAN). The proportion of TAN 

that exists in ionized and un-ionized form varies with pH and temperature. As pH and temperature 

increase, the amount of TAN in the toxic un-ionized form increases . Fish continuously exposed 

to more than 0.02 ppm of the un-ionized form may exhibit reduced growth and increased 

susceptibility to disease. 

When fish are cultured intensively and fed protein-rich feeds they can produce high concentrations 

of ammonia in the water. Ammonia and other metabolic wastes are gradually removed by natural 

processes in ponds or through the use of biological filters in recirculating and reuse systems. 

Ammonia is removed by bacteria that initially convert it into nitrite and subsequently into nitrate. 

Nitrite is toxic to fish and causes “brown blood” disease. Concentrations of 0.5 ppm have reduced 

growth and adversely affected fish. Fish can tolerate nitrate to several hundred ppm. Removal or 

detoxification of ammonia is facilitated by providing and maintaining an optimal environment for 

the appropriate bacteria (pH between 7-9; temperature approximately 24-30° C). 

PH 

The concentration of bases and acids in the water determines its PH. A low pH is acidic and a high 

pH is basic; a pH of 7 is neutral. Fish survive and grow best in waters with a pH between 6-9. If 

pH readings are outside this range, fish growth is reduced. At values below 4.5 or above 10, 

mortalities occur. 

In well-buffered ponds (with alkalinity over 50-100 ppm, see next section), pH typically fluctuates 

one or two units daily. In the morning, carbon dioxide levels are high and pH is low as a result of 

respiration during the night (carbon dioxide forms a mild acid when dissolved in water). After 

sunrise, algae and other green plants produce carbohydrates and oxygen from carbon dioxide and 

water by photosynthesis. As carbon dioxide is removed from the water, its pH increases. The 

lowest pH of the day is typically associated with the lowest level of dissolved oxygen. The highest 

pH of the day is typically associated with the highest level of dissolved oxygen. 

In recirculating systems, vitrification and respiration of both fish and biofilter bacteria decrease 

PH. Frequently, a buffer such as sodium bicarbonate is added to prevent the pH from falling too 

much. 

Alkalinity 

The buffering capacity of culture water, expressed as ppm calcium carbonate, is its alkalinity. 

Alkalinity is a measurement of carbonate and bicarbonate ions (ions are atoms or groups of atoms 



30 
 

with a negative or positive charge) dissolved in the water. As the amount of carbon dioxide 

fluctuates, the pH of water changes. The magnitude of this shift is determined by the water’s 

buffering capacity or its ability to absorb acids and/or bases. Photosynthetic activity in a poorly 

buffered pond can cause pH to increase, perhaps from as low as six in the morning to nine or more 

by late afternoon. In a pond with higher alkalinity, the pH shift is reduced. For instance, the daily 

shift in a well buffered pond might be from a pH of seven in the morning to eight by late afternoon. 

A suitable range of alkalinity is 20 to 300 ppm. Alkalinity in excess of 300 ppm does not adversely 

affect fish, but it does interfere with action of certain commonly used chemicals (e.g., copper 

sulphate). Alkalinity remains relatively constant in ponds, but decreases steadily in 

nonsupplemented, recirculating systems. Alkalinity can be increased by adding agricultural 

limestone to ponds or sodium bicarbonate to recirculating systems. 

Hardness 

Calcium and magnesium ions comprise hardness. Test procedures usually determine both ions as 

“total hardness,” expressed as ppm calcium carbonate. In most waters the concentrations of 

alkalinity and hardness are similar, but they can differ vastly as alkalinity measures negative ions 

(carbonate, bicarbonate) and hardness measures positive ions (calcium, magnesium). Hardness is 

important, especially in the culture of several commercial species. If hardness is deficient, these 

species do not grow well. Hardness should be above 50 ppm; low hardness can be adjusted by the 

addition of lime or calcium chloride. 

Carbon Dioxide 

Only when using groundwater, transporting fish at high densities, or in recirculating systems are 

carbon dioxide problems likely to develop. At high concentrations, carbon dioxide causes fish to 

lose equilibrium, become disoriented and possibly die. Testing groundwater before use and 

aerating it, if necessary, will reduce carbon dioxide to acceptable levels. Careful planning, aeration 

or oxygenation, and buffering of water will keep carbon dioxide at acceptable levels when large 

numbers of fish are hauled extended distances or cultured in recirculating systems. 

Salinity 

The total concentration of all ions in the water is its salinity. Freshwater fish exhibit a range in 

salinity tolerance. Many commercially important species survive and grow well in slightly salty 

water. After they smelt, salmon and trout can tolerate salt water. Salinity not only affects 

osmoregulation it also influences the concentration of un-ionized ammonia. During the planning 

stage of an aquaculture operation, salinity should be measured and the water’s appropriateness 

determined. 
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Iron 

Many groundwaters contain elevated levels of dissolved iron. When exposed to the air, this iron 

interacts with oxygen, becomes insoluble, and forms a red deposit. Small clumps of iron are 

produced that can settle on fish gills, causing irritation and stress. Problems can be avoided if the 

iron-bearing water is exposed to air and the resultant clumps of iron removed by settling or 

filtration before the water enters the culture system. 

Chlorine 

To control bacteria, municipal water supplies are typically treated with chlorine at 1.0 ppm. If 

municipal waters are used to culture fish, residual chlorine must be removed by aeration, with 

chemicals such as sodium thiosulfate, or filtration through activated charcoal. Chlorine levels as 

low as 

0.02 ppm can stress fish. 

Hydrogen Sulfide 

Ponds with oxygen-poor bottoms and accumulated organic material can release hydrogen sulfide 

when seined or disturbed. Substratum beneath heavily fed cages/net pens can accumulate wastes 

and produce hydrogen sulfide gas if oxygen becomes deficient. Hydrogen sulfide gas has a rotten 

egg odour and is extremely toxic to fish. Any detectable odors or levels should be avoided and 

extreme care should be taken when handling fish in an afflicted pond. Ponds can be drained, 

exposed to air and/or excavated to correct the problem. 

Water Clarity 

In pond and cage culture, water clarity can affect fish. If fish that prefer turbid waters are cultured 

in relatively clear water they will experience stress; survival and growth will be adversely affected. 

Accumulation of suspended solids and discoloration of culture water occur in recirculating systems 

which can irritate fish and precipitate disease. Some suspended and dissolved materials can cause 

off-flavour in fish. Filtration and flocculent can be used to remove solids and reduce discoloration. 

Monitoring Methods 

A variety of methods are available to monitor water quality . In pond, cage, and low intensity 

culture, the high precision of sophisticated analytical methods is not needed to make informed 

management decisions. However, intensive culture in recirculating and reuse systems requires 

frequent and sophisticated monitoring. 

If fish are maintained at high densities, then temperature, dissolved oxygen, ammonia, nitrite, and 

pH should be monitored daily or more frequently . Water clarity, alkalinity, and hardness can be 

measured less frequently, perhaps one or two times per week, as they do not fluctuate as rapidly. 

Salinity, iron, and chlorine should be determined when a potential water source is first examined 

so corrective measures may be incorporated into the production system during the design or 

planning stage. Carbon dioxide should be measured when first using a new groundwater source 
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and routinely in recirculating systems. When hydrogen sulfide and carbon dioxide problems are 

likely, systems should be monitored closely and the means to correct problems should be readily 

available. 

At lower stocking densities, water quality parameters can be monitored less frequently or not at 

all. Regardless of the frequency, monitoring should be conducted at a standard time and depth 

where fish are located. Time of measurement and observed values should be recorded; good record 

keeping is essential to successful aquaculture. In pond and cage culture it is preferable to monitor 

dissolved oxygen early in the morning, when conditions stressful to fish are most likely to occur 

(e.g., low oxygen). Conversely, temperature and pH in ponds are best measured during the late 

afternoon. 
 

Feeding Program for Pangasius: 

 
Avg. Body 
Weight 

% Daily 
Feeding 

Feed For Ton fish 
(Kgs) 

Estimated 
monthly  

30 gm 5% 50 70- 100 gm 
    
100 gm 4% 40 100 gm 
    
250 gm 2.50% 25 100 gm 
    
500 gm 1.50% 15 150 – 200 gm 
    
750 – 800 gm 1.20% 12 200 – 250 gm 
    
1 Kg and above 1% 10 200 – 250 gm 
    
1.5 Kg and above 0.80% 8 200 – 250 gm 

 

 
 
 

 

 

 

 

http://www.kwalityfeeds.com/feeding/
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Feeding Program for White Fish 
  

Avg. Body Weight % Daily Feeding  
Daily Feed for ton 
Fish  

30 gm 4% 40 Kgs 
   
100 gm 2.50% 25 Kgs 
   
250 gm 1.50% 15 Kgs 
   
500 gm 1.30% 13 Kgs 
   
750 ‐800 gm 1.10% 11 Kgs 
   
1000 gm 1% 10 Kgs 
   
1500 gm and above 1% 10 Kgs 

  

  

 



 
 
 
 
 
 
 
 
 

 

 
 
 

 
CHAPTER- IV 

THEORETICAL 
FRAMEWORK  
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Employee retention refers to the ability of an organization to retain its employees. Employee 
retention can be represented by a sample statistic (for example, a retention rate of 80%  usually 
indicates that an organization kept 80% of its employees in a given period). However, many 
consider employee retention as relating to the efforts by which employers attempt to retain the 
employees in their workforce. In this sense retention becomes the  strategies rather than the 
outcome. 

 

            A distinction should be drawn between low-performing employees and top performance, 
and efforts to retain employees should be targeted at valuable contributing  employees. 
Employee turnover is a symptom of deeper issues that have not been resolved. which may 
include low employee morale, absence of a clear career path, lack of recognition poor employee-
manager relationship or many other issues. A lack of satisfaction and commitment to the 
organization can also cause an employee to withdraw and begin looking for other opportunities. 
Pay does not always play as large a role in inducing turnover as is typically believed. 

 

            In a business setting, the goal of employers is usually to decrease employee turnover, 

There by decreasing training costs, recruitment costs and loss of talent and organizational 

knowledge. By implementing lessons lead from key organizational behaviour concepts, 

employers can improve retention rates and decrease the associated costs of high turnover 

However, this isn't always the case. Employers can seek "positive turnover “ where by they aim 

to maintain only those employees whom they consider to be high performers. 

 

Employee retention process 
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 The above diagram has impact following aspects 

• Reduce the organizational attrition and retain employees 
•  Increase employee engagement in their own development. 
• Institutionalization talent development at all management levels 

        

            Employees nowadays are seen leaving their organizations and moving on to other 

organization in no time. The genuine reasons of place shift, family concerns have taken a back 

seat and there have been many new regions that have come up for employees leaving the 

organizations. The employees who leave the organizations are generally dissatisfied with 

current work or are looking for better opportunities outside, even within these two frames there 

are many small hidden reasons. Employee Retention means strategizing to ensure that such 

employees do not leave the organization. The question faced by many organizations is, whether 

it is beneficial or not? The answer to that can be found in the reason why employee is leaving 

the organization. 

 

Why employees leave the company: 

 

When the organizations look deep into why employees leave the organization they can 

make a decision whether to retain them or not. Some reasons for employees leaving are in the 

hands of the organization, other is more or less dependent on the employee and should be left 

on their discretion 

 

         A few reasons which lead to the situation are 

 

1. Less Pay: 

 

This has been the major reason why employees leave the organization. Organization has a 

budget with regard to employees salaries. Employees think that the salary that they are offered 
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are often too low compared to outside firms. Employees even compare their own salaries with 
that of their co-workers 

                 

                   This creates a situation of disconcerting within the employees and they make a 
decision of moving out in search of better pay. The problem here is that mostly the higher paid 

employees  have more work experience with the company or is also amongst the one who has  

 been a high performer Companies when they negotiate for packages have a limited scope of 

increasing them. Employees do not consider the perks that they enjoy beer and only fight on 

 

         Here a solution to retain them could be bonus; a pay hike or an additional perk that 

Might be the concern of the employee. This however, in no way means that the company 

Should stretch their budget and make the promises. Doing that could lead to a negative impact 

on the organization and its finances 

 

2.Lucrative offers from Competitors: 

 

There are times when employees within an organization are tempted by the 

competitors to leave their jobs and jom them. Mostly the targets here are high performing or 

experienced professionals who have been the reason for company's growth and performance. 

These are the employees who are critical to the organization and should be retained. Employee 

 Retention strategies should be designed to ensure that they stay back and remain loyal to the 

organization. When they leave they take with them crucial information and expertise which is a 

loss to the organization Counselling, employee engagement and employee growth are a few 

strategies that can be few steps that the organization can take, to make sure that the employee is 

retained within the organization 
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3. Recruitment Errors: 

 

This could work both ways. Sometimes organizations are not clear about their expectations and 
work profile which makes employees feel that they are a mismatch and they tend to leave the 
organization realizing that their full potential is not utilized here. The other error is from the 
employee side when they promote themselves on skills and attributes that they are able to deliver 
later. 

 

        Most employees in order to impress the interviewer make promises that they are not able to 
deliver when they join the organization This situation leads to a gap in expectations  and 
delivery. These employees eventually realize that they are not a fit and face daily stress in work 
and plan to leave the organization. They might be a misfit in the current profile but they 
definitely can be of use in some other function. 

      Organizations should realize that there has been a lot of cost that was incurred while hiring 
and  training these employees. They can also learn a few skills that are roped for the new job 
thus, organizations should see if they can utilize them within the organization and retain them 

 

4. Private Issues or Personal issues: 

 

Some  individuals are always looking for a change this is a part of their nature. They  get bored 
or very soon start looking for a new job. They always feel underutilized and are quick to make 
decisions 

 

          These individual find the job quite interesting at the start but very soon look for a change 
as they feel they are now bored. They are likely to be making a mistake and will realize when 
they move out. 

 

             Organizations can make these employees realize their potential their requirements and 

how  the current organization should be the one they should remain with, to ensure they reach 

where  they plan to Changing jobs will not lead them to the desired results 
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5. Too High Expectations: 

 

Employees are also seen to be having high expectations from the organization, coworkers and 
themselves which on the real platform does not yield the expected results. Employees then create 
issues for themselves and others and make decisions to leave 

 

Here if the expectations are unrealistic the employees should realize this and take decisions to 
stay and strike a balance in what is expected and should work towards creating healthy 
atmosphere. 

 

        When employees clearly explain what they expect the reasonable decisions can be made. 
There are times when certain expectations are not needed which can be curbed at the very 
beginning before they create issues. 

 

How to develop employee retention strategies: 

 

Retaining employees becomes easy when organizations use these simple strategies Different 
strategies may work for different organizations and in different situations, every organization is 
the best judge as to which one will best work for them 

• Succeeding in your employee retention efforts requires you to think about things from the 
team's point of view. All employees are different, of course, and each has unique desires 
and goals. But it's a safe bet to assume that all of them want to know they are being paid 
at or above market rates and have good benefits. They want to feel that they are 
appreciated by their employer and treated fairly. They want to be challenged and excited 
by the job they're asked to do. 

•  An effective employee retention program addresses all of these concerns. But it also 
goes beyond the basics. In fact, your efforts should start on a new hire's first day on the 
job. The training and support you provide from Day One sets the tone for the employee's 
tenure at the company and boosts job satisfaction. 
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Improving employee retention: 

 

Every area of the employer-employee relationship in your organization deserves your attention. 
Embrace these key strategies to improve your organization's employee retention and boost 
employee satisfaction: 

 

• Focused recruitment: 

 

This might seems vague and unrelated but when a  company hire great employees and has clear 
demands and expectations it becomes unlikely for employees to leave the organizations later. 
The mismatch in the demands and expectation is what makes employee leave. If focused 
recruitment is made the right candidate will be chosen for the job and when the employee 
demands are met in a fare manner, then there will be no reason for him or her to leave. 

•  Onboarding and orientation: 

 

Every new hire should be set up for success from the very start from the first day of work to the 
first week and beyond The job orientation is just one component onboarding, which can last for 
weeks or months, days on your organization All lo develop an onboarding process where new 
staff members not only learn about the job but also the company culture and how they can 
contribute and thrive with ongoing discussion, goals and opportunities to address questions and 
issues as they have 

 

•  Mentorship programs: 

 

Pairing a new employee with a mentor is a great idea for onboarding. New team members can 
learn the ropes from a veteran with a wealth of resources, and the new hire offers a fresh 
viewpoint to experienced staff Mentors shouldn't be work supervisors, but they can offer 
guidance and be a sounding board for newcomers welcoming them into the company culture 

 

• Employee compensation: 

 

It's absolutely essential in this competitive labor market for companies to offer attractive 
compensation package. That includes sales, of course, but also bonuses, paid time of health 
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benefits, retirement plans and all the other perks that can distinguish one workplace from another 
Every employee should have a full understanding of all the benefits they receive from your 
organization 

• Recognition and rewards systems: 

 

Every person wants to feel appreciated for what they do Make it a habit to thank your direct 
reports when they go the extra mile, whether it's with a sincere email a gift card or an extra day 
for Show your employees you appreciate them, and share how their hard work helps the 
organization. Some companies set up rewards systems that incentivize great ideas and 
innovation, but you can institute recognition programs even on a small team with a small budget. 

 

• Work-life balance: 

 

What message is your company culture , If staff are expected to regularly work long boots and be 
at your back and call, you’ll likely run into issues with employee retention. Burnout  is very real. 

A healthy work-life balance is essential and people need to know that management understand   
its important. encourage  staff to  take vacation time, and if late nights are necessary to wrap up a 
project, see if  you can offer late arrivals or an extra day off to compensate and increase  job 
satisfaction. Many companies offer telecommuting or flexible schedules to improve work-life 
balance for their employees 

 

• Training and development: 

 

In any position and industry, professionals want the possibility for advancement Smart managers 
invest in their workers professional development and seek opportunities for them to grow. Ask 
each of your direct reports about the short and long-term goals to determine how you can help 
achieve them Some companies pay for employees to attend conferences or industry events each 
year, or provide tuition reimbursement or continuing education training 

 

• Communication and feedback: 

 

Keeping open lines of communication is essential for employee retention. Your direct reports 
should feel that they can come to you with ideas, questions and concert and likewise, they expect 
you to be honest and open with them about improvements they need to make in their own 
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performance. Make sure you connect with each staff member on a regular basin- don't let issues 
build up for the annual review 

 

• Dealing with change: 

 

Every workplace has to deal with unpleasant changes occasionally, and the staff looks to 
leadership for reassurance. If your organization is going through a merger, layoffs or other big 
changes, keep your staff informed as much as you can to avoid feeding the rumor mill Makeup 
announcements face to face and make sure you allow time for their questions. 

• Fostering teamwork: 

 

When people work together, they can achieve more than they would individually Foster a culture 
of collaboration that accommodate individuals working styles and let their talents shine. Do this 
by clarifying team objectives, business goals and roles, and encouraging everyone to contribute 
ideas and solutions 

 

•  Team celebration: 

 

Celebrates major milestones for individual and for the team Whether the team just finished that 
huge quarterly project under budget or an employee brought home a new baby seize the chance 
to celebrate together with a shared meal or group excursion 

 

Benefits of employee retention: 

 

     This is like stating the obvious that retaining your experienced employees is always 
beneficial. However, sometimes organizations sop on these advantages and allow their 
employees to go, which creates a situation of loss for the organization. Keeping in mind these 
reasons, organizations should not make a wrong choice anytime 
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1. Costs and Benefits: 

 

There is a huge cost associated with every employee an organization has: The hiring cost which 
was incurred during the initial phase, training cost that was a part of initial training on job 
training and various mid-employment training exit costs which would include payments, 
replacements and pay-cuts. All these costs add up to a lot of money for the organization. It is 
always in the best financial interest to retain employees who are part of your success and failures 

 

2. Experienced employees: 

 

When employees cave the organization they take away with them the expertise they have 
achieved over the years of the organization. These employees know the process in and out and 
are most likely to achieve targets with heat utilization of the resources when they feel that they 
we not compensated properly or they feel under resourced they take such decision It is always 
best for organization to evaluate advantages and disadvantages of talent management  for 
ensuring the reasons  and retain such talent within the organization 

 

3.Culture of Organization: 

 

 It is never in the best interest that employees leave the organization frequently. Culture is built 
by the people in the system . When there are employees who have been with the organization  for 
long they bring with them a  healthy working culture. This is negatively  Reflected on the culture 
when employees leave the organization. Building strong culture is one  of the priorities of every 
organization and if retaining employee is beneficial for them they should make efforts to ensure 
that a strong culture is built. 

 

4. Loyalty Benefits 

 

Every organization tools loyal employees to ensure sustainability in long run. Then loyal 
employees add to the company's brand, satisfied customers and happy workplace There are many 
hidden benefits of loyal employees which can be seen on different platforms. Strong  Employee 
Retention policies in an organization will ensure that these loyalty benefits are enjoyed by the 
organization and the employees. 
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5. Quality at Work: 

 

The work quality is adversely affected when employees who have been trained for a job leave 
the organization. Employees leave creating a pap in the process, this cake troubles in managıng 

daily tasks which  affects the quality of work. Other employees are overburdened und feel 
exploited. Immediate replacement of the employees becomes impossible and thus employee 
retention becomes advantageous to ensure quality of work 

 

6. Workflow Issues and Problems: 

 

When the employees leave an organization, the workflow gets affected Training would be 
required to ensure that suitable employee takes over the tank Till the time, replacement is found, 
the work does not go planned and thus m ht affect the relationship with clients. 

 

Employee Retention Cons: 

 

When employees who do not deserve the post retained by an organic by an organization  it 
creates situation of los Here are a few whom when retaining  an employee becomes 
disadvantageous 

 

1. Non performing employees are retained 

 

Who to retain is an important decision that every organization lean to make Retention works 
adversely when employees who are non-performing are retained. There are times when 
employees are not ready to prow and they are a liability to the organization. These employees do 
not add value to the team and should not he retained. This however calls for a good policy to 
ensure that these employees are identified 

 

2 . Groupism in Workplace: 

 

Retention many times makes the power to move in wrong hands This happens when employees 
take it their head when they are retained overestimating their worth and create a  negative group 
and influence others. The groupism  eventually starts affecting the quality and flow of work 
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which might have been the major reason why they were retained at the first place. This should be 
attended immediately to ensure that such groups do not grow strong 

 

3. Bad Working Environment: 

 

Culture is an important reason why retention policies are needed, when retention starts 
destructing the culture then it is time to rethink. Many times retention makes employees under 
performing and they demand more than they deserve They even create a negative work 
environment. The trick is to ensure that the one who is being retained has an intention to add to 
the positive environment and not create a negative environment at work. 
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1) Family Size  

Table-5.1 

 

Graph-5.1 

 

 

Interpretation: 

                    From the above graph it was found that, 52% of the respondents having a family size 

of 3 members and where as 8 % of the respondents having a family size of above 4 members.  
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S. No Parameters No of Respondent Percentage 

1 2 15 26% 

2 3 30 52% 

3 4 8 14% 

4 Above 4 5 8% 

 Total 58 100% 
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2) Monthly Salary:  

Table-5.2 

 

Graph-5.2 

 

 

Interpretation: 

                   From the above graph it was found that, 64% of the respondents are getting salary 

range between 12001rs to 18000rs an where as 18% of the respondents are getting salary range 

below 6000rs. 
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1 Below 6000rs 10 18% 

2 6001rs to 12000rs 6 9% 

3 12001rs to 18000rs 36 64% 

4 Above 18001rs 6 9% 

 Total 58 100% 
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3) Education Qualification: 

Table-5.3 

S. No Parameters No of Respondent Percentage 

1 Illiterate 10 17% 

2 Up to 10th 8 14% 

3 Up to 12th 8 14% 

4 Up to UG degree 14 24% 

5 Up to PG degree 18 31% 

 Total 58 100% 

 

Graph-5.3 

 

 

Interpretation: 

                    From the above graph it was observed that, 31% of the respondents are educated Up 

to PG degree. Where as 17% of the respondents are illiterate. 
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4) How many times you are participated in taking decisions at workplace            

in  past one year 

Table-5.4 

 

Graph-5.4 

 

Interpretation: 

          From the above graph it was observed that, 62% respondents are participated  
above 2 times in taking decisions at work place in past one year. Where as 9% 
respondents are does not participated.   
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1 Above 2 times    36 62% 

2 2 Times    12 20% 

3 1 Time    5 9% 

4 None 5 9% 

 Total 58 100% 
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5) Your Superior accepts your suggestions. 

Table-5.5 

S. No Parameters No of Respondent Percentage 

1  Strongly Agree    8 14% 

2 Agree 24  42% 

3 Neutral 14 24% 

4 Disagree 2 3% 

5 Strongly disagree 10 17% 

 Total 58 100% 

 

Graph-5.5 

 

Interpretation: 

                                       From the above graph it was found that, 42% respondents are agrees that 

superior accepts their suggestions. Where as 17% respondents are strongly disagrees that 

superior does not accepts their suggestions. 
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6) How many training programs are attended in past one year. 

Table-5.6 

 

Graph-5.6 

 

 

Interpretation: 

                From the above graph it was found that, 43% of the respondents are attended 1 

training program in past one year. Where as 20% of the respondents are attended above 3 

training programs in past one year. 
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S. No Parameters No of Respondent Percentage 

1 1 25 43% 

2 2 10 17% 

3 3 12 20% 

4 Above 3  12 20% 

 Total 58 100% 
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7) your superior give suggestions to improve performance. 

Table-5.7 

S. No Parameters No of Respondent Percentage 

1  Strongly Agree    20 35% 

2 Agree 22 38% 

3 Neutral 6 10% 

4 Disagree 6 10% 

5 Strongly disagree 4 7% 

 Total 58 100% 

 

Graph-5.7 

 

Interpretation: 

                  From the above graph it was observed that, 38% of the respondents are agrees the 

suggestions given by the superior to improve performance. Where as 7% of the respondents are 

strongly disagree the  suggestions given by the superior to improve performance. 
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8) performance is measured on the basis of the known  criteria of employment 

Table-5.8 

S. No Parameters No of Respondent Percentage 

1  Strongly Agree    12 20% 

2 Agree 26 45% 

3 Neutral 10 17% 

4 Disagree 6 10% 

5 Strongly disagree 4 8% 

 Total 58 100% 

 

Graph-5.8 

 

Interpretation: 

                From the above graph it was observed   that, 45% of the respondents are 

agrees that performance is measured on the basis of known criteria of employment. 

Where as 8%  of the respondents are strongly disagrees that performance is not measured 

on the basis of  known  criteria of employment. 
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9) Incentives are provided on the result of performance appraisal  

Table-5.9 

S. No Parameters No of Respondent Percentage 

1 Strongly Agree 30 52% 

2 Agree 18 32% 

3 Neutral 6 10% 

4 Disagree 2 3% 

5 Strongly disagree 2 3% 

 Total 58 100% 

 

Graph-5.9 

 

Interpretation: 

                   From the above graph it was found that, 52% of the respondents are strongly agrees 

that Incentives are provided on the result of performance appraisal. Where as 3% of the 

respondents are strongly disagrees that Incentives are not   provided on the result of performance 

appraisal 

52%

32%

10%
3% 3%

0%

10%

20%

30%

40%

50%

60%

Strongly Agree Agree Neutral Disagree Strongly
disagree

Pe
rc

en
ta

ge
 o

f 
R

es
p

o
n

d
en

ts

Incentives are provided on the result 



54 
 

10) what motivated you to take up job in the organization 

Table-5.10 

 

Graph-5.10 

 

 

Interpretation: 

              From the above graph it was found that, 38% of the respondents are motivated for salary 

to take up a job in the organization. Where as 21% of the respondents are motivated native of job 

to take up a job in the organization. 
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S. No Parameters No of Respondent Percentage 

1 salary 22 38% 

2 Native of job      10 17% 

3 Reputation 14 24% 

4 Additional benefits 12 21% 

 Total 58 100% 
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11) Making  avail leave facility as and when you need 

Table-5.11 

S. No Parameters No of Respondent Percentage 

1 Strongly Agree 26 45% 

2 Agree 20 35% 

3 Neutral 6 10% 

4 Disagree 4 7% 

5 Strongly disagree 2 3% 

 Total 58 100% 

 

Graph-5.11 

 

Interpretation: 

               From the above graph it was observed that, 45% of the respondents are strongly agrees 

that making avail leave facility as and when you need. Where as 3% are strongly disagrees that 

making avail leave facility is not there when you need. 
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12) Organization provides chance to earn extra income to fulfill your 

additional needs  

Table-5.12 

S. No Parameters No of Respondent Percentage 

1 Strongly Agree 30 52% 

2 Agree 22 38% 

3 Neutral 3 5% 

4 Disagree 2 3% 

5 Strongly disagree 1 2% 

 Total 58 100 

 

Graph-5.12 

 

Interpretation: 

           From the above graph it was observed that, 52% of the respondents strongly agrees that 

Organization provides chance to earn extra income. Where as 2% of the respondents strongly 

disagrees that Organization does not provides chance to earn extra income. 
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13) I maintain healthy relations with my colleagues at work place  

Table-5.13 

S. No Parameters No of Respondent Percentage 

1 Strongly Agree 12 21% 

2 Agree 22 38% 

3 Neutral 20 35% 

4 Disagree 2 3% 

5 Strongly disagree 2 3% 

 Total 58 100 

 

Graph-5.13 

 

Interpretation: 

                From the above graph it was found that, 38% of the respondents agrees that they 

maintain healthy relations with the colleagues. Where as 3% of the respondents strongly 

disagrees that they should not maintain healthy relations with the colleagues. 
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14) The work causes stress at work place  

Table-5.14 

 

Graph-5.14 

 

 

Interpretation: 

                 From the above graph it was found that, 38% of the respondents always felt that work 

causes stress at work place. Where as 24%  of the respondents never  felt that work causes stress 

at work place. 
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S. No Parameters No of Respondent Percentage 

1 always 22 38% 

2 Some times 14 24% 

3 Rarely  8 14% 

4 Never  14 24% 

 Total 58 100 
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15) Salary is increasing year on year based on economical environment  

Table-5.15 

S. No Parameters No of Respondent Percentage 

1 Strongly Agree 12 20% 

2 Agree 28 48% 

3 Neutral 10 18% 

4 Disagree 4 7% 

5 Strongly disagree 4 7% 

 Total 58 100% 

 

Graph-5.15 

 

Interpretation: 

            From the above graph it was observed that, 48% of the respondents strongly agrees that 

Salary is increasing year on year based on economical environment. Where as 7% of the 

respondents strongly disagrees that Salary is not increasing year on year based on economical 

environment. 
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16) Overall level of satisfaction. 

Table-5.16 

S. No Parameters No of Respondent Percentage 

1  Strongly Agree    26 45% 

2 Agree 20 35% 

3 Neutral 8 14% 

4 Disagree 2 3% 

5 Strongly disagree 2 3% 

 Total 58 100% 

 

Graph-5.16 

 

Interpretation: 

              From the above graph it was observed that, 45% of the respondents strongly agrees  the 

overall level of satisfaction. where as 3% of the respondents strongly disagrees the overall level 

of satisfaction. 
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Findings 

 

• 64% of respondents are in the salary range of Rs. 12000 to Rs. 18000 

•  55% of respondents have UG and PG degree. 

•  Most of the respondents are participated in decision making and accept their 

suggestions by superior. 

•  Majority of the respondents opined that superiors give suggestions and encourage to 

participate in training programmes to improve performance. 

•  80% of respondents positively responded regarding salary, hikes, incentives, leave 

facility and other benefits based on unbiased performance analysis. 

•  86% of respondents have been maintaining cordial relations with co-workers at 

workplace and they are satisfied with organization.      
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                                          Suggestions  

          Based on the above findings we are suggested:  

• Employees are motivated to reduce the stress of over work 

• The employees need to be given more responsibility to their job to improve their 

performance. 

• Company rules and regulations must be modified and implemented in order to satisfy 

the employees. 

• The superior should provide a mechanism to convey their suggestions to management. 

• There should be constant counseling by the superior to their subordinates when there 

is   any deviation in their performance level. 
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Conclusion 

As discussed earlier , employee retention is a process in which the employee are Encouraged 

to remain with the organization for the maximum period of time or until the  completion of 

the project. Employee retention is beneficial for the organization as well as the  employee . 

                   Remember to assess your employee retention strategies at least once a year. 

You’ll want to stay current an market salary rates and benefits and best practices in 

developing workplace culture and manager-employee relations. 

                In order to achieve this the organization should satisfy the employees in various 

aspects  like providing comfortable working environment, for a competitive benefits package 

salary based on employee skill and experience, supply and demand, geographical location 

and recognize their accomplishments. Communication plays an important role in increasing 

the interpersonal relations among the employees and also creates  growth opportunities to the 

employees. 
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APPENDIX 



QUESTIONNAIRE 
 
Name :                                                       Age : 
 
Experience in the organization :  

 
1. Family Size : 

       a. 2[ ]                b. 3 [ ]              c. 4 [ ]                d. above 4 

2. Monthly Salary: 

              a. Below 6000rs [ ]                        b. 6001rs To 12000rs [ ] 

              c.12001rs To 18000rs [ ]                     d.  Above 18001rs [ ] 

3. Education Qualification: 

a. Illiterate [ ]                    b. Up To 10th [ ]             c. Up To 12th [ ]            

                  d. Up To UG Degree [ ]                      e. Up To PG Degree  [ ] 

      4. How many times you are participated in taking decisions at workplace in                                    

past one year  

            a. Above 2 times              b. 2 Times               C. 1 Time           d. None    

5. Your Superior accepts your suggestions. 

a. Strongly Agree             b. Agree                          c. Neutral    

b. d . Disagree                  e. Strongly disagree 

 

6. How many training programs are attended in past one year. 

a. 1                 b. 2                     c.  3                    d. above 3  

 

 



7. your superior give suggestions to improve performance. 

a. Strongly Agree                   b. Agree                c. Neutral  

  d . Disagree                        e. Strongly disagree 

8. performance is measured on the basis of the known  criteria of employment 

           a. Strongly Agree                     b. Agree                          c. Neutral   

           d . Disagree                             e. Strongly disagree 

       9.  Incentives are provided on the result of performance appraisal  

         a. Strongly Agree                          b. Agree                        c. Neutral    

         d . Disagree                                    e. Strongly disagree 

      10. what motivated you to take up job in the organization  

             a. salary                                               b. Native of job      

             c. Reputation                                       d. Additional benefits 

        11. Making  avail leave facility as and when you need  

             a. Strongly Agree                          b. Agree                      c. Neutral    

             d . Disagree                                   e.  Strongly disagree 

 

        

 



       12. Organization provides chance to earn extra income to fulfill your                          

additional needs 

             a. Strongly Agree                          b. Agree                       c. Neutral    

             d . Disagree                                  e. Strongly disagree 

 

13. I maintain healthy relations with my colleagues at work place  

           a. Strongly Agree                   b. Agree                                       c. Neutral   

           d . Disagree                            e. Strongly disagree 

14. The work causes stress at work place  

     a. Always                   b. Sometimes                 c. rarely                   d. never  

15. Salary is increasing year on year based on economical environment  

      a. Strongly Agree                  b. Agree                           c. Neutral 

       d . Disagree                           e. Strongly  disagree 

16. overall level of satisfaction. 

       a. Highly Satisfied                  b. Satisfied                      c. Neutral    

       d. Dissatisfied                         e. Highly dissatisfied 
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